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Abstract:

This paper evaluates the degree of social mobhifityBolivia, both by
comparing to other Latin American countries, anddoynparing social
mobility at different points in time. While Bolivihad one of the lowest
levels of social mobility in the region in 1997¢etlast 10 years have seen
spectacular improvements, especially for rural semdale teenagers. This
is very good news, as it suggests that Bolivia firely escaped the low
mobility — low growth equilibrium where it has bestuck for so long.
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1. I ntroduction

The Lorentz curve and its corresponding Gini ceoeffit is often used to describe how
unequal a country’s income distribution is, andighlGini coefficient is almost universally
considered a sign of an unfair, and thus undegrahitcome.

However, the Lorentz curve is a very incomplete snea of the fairness of the
income distribution, because it says nothing abdmw each person have arrived at their
present location in the distribution nor about Hong they are likely to stay there. A society
where people move around in the income distributibming the course of their lives
depending on their current activities (studying,rkueg, raising children, traveling around
the world, unemployed, retired, etc) is very diéier from a society where some people are
born at the bottom of the distribution and they dteere all their life, and their children and
grand children are also likely to stay there beeahsy have few opportunities for changing
their circumstances.

Similarly, a country where half the population igop all the time is very different
from a country where the whole population is poalf the time, although in both cases the
poverty rate would be 50%. In the latter situatipeople can engage in consumption
smoothing over time by running up savings in gootes and running them down in bad
times, and governments can engage in redistributyotransferring funds from people who
are currently doing well to people who are cursentht earning much. These options are not
available in countries where it is the same pewle are poor all the time, since the poor are
always too poor to save and the rich will fight iagha tax-system where they always have
to pay and never will receive.

In order to really understand how unfair an incoaigribution is, it is necessary to
understand the dynamics behind it. It is necessamnderstand whether people have arrived
at their current position in the distribution dwetheir own efforts--or lack thereof--or due to
circumstances entirely beyond their own controlgRer, 1998). That is, it is necessary to
know about the degree of social mobility.

Social mobility and income inequality together dész the “fairness” of an income
distribution. If income is very unevenly distribdtand social mobility is low, then there is a
large gap between rich and poor and there is Gtience of crossing that gap. This is clearly
an “unfair” situation. However, an unequal incomestribution becomes much less
worrisome if social mobility is high, because thers relatively easy for poor families to
improve their situation over time and over genersdi

While income inequality measures such as the Gbwfficient are used widely and
frequently to characterize income distributionse ttegree of mobility across the income
distribution, which is potentially more importad, only rarely considered. The problem is
that social mobility is very difficult to measurampirically since it requires repeated
information on the same people at different pointsime. Only a few countries have the
kind of data that allow them to calculate transitioatrices directly.

Fortunately, some methods have been developed lditat allow the estimation of
social mobility from standard household surveyse ®ach method is employed in this paper,
both in order to compare Bolivia with other Latirm&rican countries, and to test whether
social mobility in Bolivia has been improving withe considerable efforts made to make
development in Bolivia more inclusive and provideyously excluded sectors of society
with more opportunities.



The remainder of the paper is organized as folldextion 2 reviews the theoretical
literature on social mobility. It shows that econeswith high social mobility tend to
experience higher growth rates than economies wthsocial mobility. Section 3 provides
empirical estimates of social mobility in Boliviamd other Latin American countries by the
end of the previous century. It is shown that tearg ago Bolivia was clearly among the
countries with the lowest level of social mobility Latin America. Section 4 discusses the
implications of such low social mobility. Sectionapplies the same method of estimating
social mobility on Bolivian household surveys frd897 and 2007 in order to test whether
there has been an improvement in social mobiligrakie last decade. Section 6 concludes.



2. Social Mobility in Theory

Several papers have theoretically analyzed theioekhip between social mobility and
economic growth, and they all arrive at the conolughat high social mobility is associated
with higher economic growth. However, the directioh causality and the transmission
mechanisms between mobility and growth differ betwmodels.

Raut (1996), for example, develops a signaling rhotlendogenous growth in which
innate talents and education levels of workers edrihe basic scientific knowledge
accumulation in the economy. The innate talent afasker is private knowledge and is
distributed independently of the individual's faynibackground. The education level of
workers acts as a signaling device for talents irichproves productivity as well. The
optimal education for each worker is determinedhisytalent and his family background.
Whether talented individuals are properly educaed are employed in the appropriate
technical sectors is determined by the perfectimmetitive and unprejudiced employers’
beliefs about the relationship between talent ahatation level.

The model generates multiple balanced growth paths;h differ in the degree of
social mobility and the growth rate. If employedibve that education levels are determined
primarily by family background and thus are a peignal of innate talents, they will offer
less attractive wage contracts, because their eagb@ain from the contract is lower than in
the situation where education levels are perfegiads for innate talents. The lower wages
induce young people to choose less education, wimphes a less than optimal growth rate.

The optimal equilibrium is called a growth-enhamcseparating equilibrium. In this
situation all children get appropriately educatedmatter what their family background, and
the employer can trust that any person with a cegducation also has the right innate
talents to go with it. In this situation all thenate talent in the economy is used optimally and
growth is maximized.

To move an economy from a low social mobility—lovowth equilibrium to a high
mobility—high growth equilibrium will require a chge in the employers’ self-fulfilling
expectations about the importance of family backg compared to the importance of
innate talents. This can be done through governmpelity targeted at making the optimal
education available for all children independentttadir family background. This, in turn,
requires a wide range of policy initiatives, rarggfrom pre-natal care to college loans.

Another theoretical study by Hassler & Mora (1988plyzes an economy with two
types of individuals: workers and entrepreneurdrdpmeneurs are the ones that generate new
ideas and new technologies and make the economw. gfithe more intelligent the
entrepreneurs the higher the growth rate of the@woy. Intelligence is randomly distributed
among all people. With low social mobility the amt generation of entrepreneurs mainly
consists of the children of the previous generatbrentrepreneurs. From an intellectual
point of view, they are a random sample of socgesntire population, and consequently,
they have average levels of intelligence. The enéreurs are therefore not particularly
innovative, and they do not change the world suibistidy. The entrepreneurs do, however,
confront economic challenges, and they learn froesé and pass this knowledge on to their
children. This is sufficient to give the childrehemtrepreneurs the slight advantage that will
make them the entrepreneurs of the next generaGmmsequently, the intelligence of
entrepreneurs in an economy with low social mabilill remain on an average level, and
the economy will grow only slowly.



In an economy with high social mobility, on the @thhand, the entrepreneurial class
is formed by the most intelligent people irrespextof their family background. Since the
entrepreneurs are very intelligent they can geaeadbt of technological change and rapid
growth. They thus make the world change rapidlyl e experience that they can pass on
to their children thus depreciates so fast that df little or no value. The next generation of
entrepreneurs will thus be formed by the intellatyugifted people rather than the children
of entrepreneurs, since the children of entreprenleave no particular advantage in a rapidly
changing world. This implies that the economy wiilgh social mobility will enjoy
consistently high growth.

Several other papers show how the allocation ehtah an economy is important for
the level of growth. Murphy, Shleifer, and Vishn}©@1), for example, show that when
talented people are attracted to the productivéosethey create high growth, but if they
instead are attracted to rent seeking activitiesy tcreate stagnation. Their model has an
interesting implication regarding discrimination ancountry where rent seeking is the most
lucrative sector (which could be the case in Baljvilf talented people are attracted to the
rent seeking sector because it offers the highasirns, then discrimination may actually
cause higher growth. This is the case if a domiggatip monopolizes access to the rent
seeking sector, because then the intelligent pdomie the excluded population will have to
work in the productive sector and thus generaleast some growth.

In a related paper, Baumol (1990) argues that whiheay be difficult for economic
policy to affect the supply and quality of entreprars, it may be possible to affect the
allocation of entrepreneurship between productec®s and unproductive sectors, such as
rent seeking and organized crime.

The implication of the above mentioned studiei& to achieve optimum growth it is
important that people get to work in the sectoremgtthey are most productive. This requires
that young people’s educational and occupationalcels be determined by talent and not
limited by family background. That is, it requireggh social mobility. But this is not a
sufficient condition. It also requires that produetactivities yield higher returns to talent
than unproductive rent seeking activities. If talsnattracted to rent seeking activities rather
than productive activities, then no amount of datiability can generate growth.

Interestingly, the level of social mobility can Baongly influenced simply by the
perceptions about social mobility (e.g. Alesina &g&letos, 2005; Bénabou & Tirole, 2006).
If people perceive that anybody can become suadessfmatter what their background (e.qg.
“The American Dream”), then they are more likelyeiogage in the activities that actually
might make them successful (studying, working, mirey, investing, etc.), whereas people
who think they have no chance of improving are katji to expend the effort it takes to
succeed, thus creating a situation of self-fuifglinegative expectations.

This expectations-based mechanism could potentiallynportant in Bolivia, where a
very large segment of the population for centurieve felt excluded and with few
opportunities, but now suddenly observe that eveor gpeople with only rudimentary
education have made their way into top positions.

! Transparency International, a global coalitiomiagt corruption, monitors corruption perceptiomsuad the world.
According to their most recent figures (Transpayeimternational (2009)), Bolivia is number 120 aft180 countries
investigated. This is a relative improvement sih®87, where Bolivia was found to be the second roosupt country
in the world.



3. Empirical Estimates of Social Mobility in Bolivia

There have been several previous attempts at eéstgrscial mobility in Bolivia (Behrman,
Birdsall & Székely, 1998; Dahan & Gaviria, 2001;dersen 2001; Andersen 2003; Mercado
& Leiton-Quiroga, 2009). All of these studies usanslard household surveys, since there are
no panel data sets available that cover the samiéda in Bolivia over time.

The basic idea behind all four studies is to meatow important family background
is in determining the educational outcomes of yoymepple. If family background is
important in determining young peoples’ educatideakl (and through that future income
levels) social mobility is considered low. If familbackground is unimportant, social
mobility is high.

Behrman, Birdsall & Székely (1998), Andersen (20@hd Mercado & Leiton-
Quiroga (2009) measure the influence of family lgmokind directly in regressions with
schooling gaps as the dependent variable and fdoaibkground variables as explaining
variables. Dahan & Gaviria (2001), on the otherdhameasure the influence of family
background indirectly by calculating the correlatmf schooling gaps between siblings.

The advantage of the Dahan & Gaviria social magpifilex is that it does not require
the a priori definition of what family attributeseaimportant (e.g. mother’s education, family
wealth, parental attitudes, etc.) Their index aaistfor all influences that are common to all
children in the same family. The disadvantage & #t least two siblings in the relevant age
range are needed for each family. This impliesaam@tic reduction in the sample of young
people. Worse, the ones that are left out are elylito be similar to those that are included in
the analysis, since teenagers with many siblingsrarch more likely to be included.

Andersen (2001) provides some refinements and waepnents to the method
proposed in Behrman, Birdsall & Székely (1998).skithe method for determining the
importance of family background (Fields’ decomposit (see Fields 1996)) is scale-
independent, so results do not depend on, for ebeantipe currency in which income is
measured. This allows for easy comparison acrogstges and regions. Second, the method
does not require the provision of weights for th#edent family background variables.
Third, the method allows single parent househaddset included in the analysis, because the
maximum of mother’'s and father’s years of educat®nsed rather than both at the same
time. Fourth, Andersen (2001) provides confidemtervals for all social mobility estimates,
so that the reader can see whether different mesisue actually statistically different. Fifth,
in the case of Bolivia, Andersen (2001) providegamal estimates, while Behrman, Birdsall
& Székely (1998) only includes urban Bolivia.

Since Andersen (2001) is the only study that repoonhfidence intervals on the social
mobility estimates, these are the ones that willided in this paper.

Figure 1 shows the social mobility estimates forcb8ntries in Latin America. The
index is defined as one minus the importance ofilfabrackground, implying that higher
values of the index are associated with higherasaoobility. The figure shows that Bolivia
is among the least socially mobile countries iniadmerica together with Guatemala,
Brazil, Ecuador, and Nicaragua. Chile, Argentinaudliay, and Peru, on the other hand, are
among the most socially mobile countries in LatmeXica.



Figure 1: Social Mobility Index for Teenagers (adgE3-19 years),
with 95% confidence intervals
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Source:Andersen (2001).

The widths of the confidence intervals reflect #ample sizes used to estimate the
index. The estimate for Brazil is based on 117@&hagers, which implies a relatively precise
estimate. The estimate for Peru is based on or)9 28enagers, which implies a much wider
confidence interval.

Other studies provide some support for this rankBghrman, Birdsall & Székely
(1998), for example, also find that Chile has tlghest level of social mobility in Latin
America, whereas Brazil, El Salvador and Paraguayaaong the least socially mobile
countries investigated. For Bolivia, they only reap@sults for the urban part, which clearly
does not tell the whole story. The same is trueCfahan & Gaviria, but they confirm that
Brazil and Honduras are in the low end of the ramdele Chile, urban Argentina and urban
Uruguay are in the top end. Ferreira & Gignoux @00nly investigate 6 countries but also
find that Brazil and Guatemala have less equafiypportunity than Colombia, Ecuador and

Peru.



4. Consequences of Low Social Mobility

The theoretical studies of social mobility discukse section 2 explained one of the main
problems with low social mobility, which is ineffent use of innate talent and thus lower
than optimal growth rates. Another related problisnone of incentives. Poor people have
very little incentive to study hard and work haifdthey know that the likelihood that it will
improve their socio-economic status is low. Riclogle do not have very good incentives
either, since they were born rich and know thay tiwvédl remain rich no matter how they
spend their time. In order to provide good incesgivfor hard work and entrepreneurial
activity, countries need a certain level of socrability and numerous examples of poor
people who have made great advances due to hakdandringenuity.

4.1 Economic Growth Rates

Andersen (2001) finds a relatively strong positoarelation between Social Mobility and
GDP per capita across 18 countries in Latin Ametiicas lending some empirical evidence
to the theoretical arguments presented above.

Figure 2 suggests that Argentina, Chile, and Urygu@ located in high growth —
high social mobility equilibria, while Guatemalagl&ia, Nicaragua, and Colombia are stuck
in low growth — low social mobility equilibria (assing that the higher GDPs are caused by
higher long term growth rates).

The correlation between GDP per capita and theaBdtobility Index is 0.53 across
Latin American countries. The relatively strong retation, however, does not imply
anything about the direction of causality. It may that low social mobility causes low
growth, or it may be that low growth causes lowialomobility. Low growth and low
mobility may also be jointly determined as the tle¢ical models discussed in section 2
indicate.

Figure 2: Social Mobility and GDP Per Capita
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Getting out of that low growth — low social mobjliequilibrium should be a high
priority. Not only would Bolivia likely experienchigher growth rates if social mobility is
increased, it would probably be good quality growththe sense that it would have a
relatively large impact on inequality and poverty.

5.2 Inequality and Poverty

In countries where social mobility is high and pleopften marry outside their own class,
consumption patterns are likely to be more equah tim countries with low social mobility
(Kremer, 1996). This is so because people who bageme rich either through education or
through marriage are likely to help support theioger relatives. If the rich and the poor are
separated through low social mobility, such sharmgess likely to occur and consumption
patterns will be more unequal.

Figure 3 shows that there is a very weak negativeetation between social mobility
and income inequalitya = —0.12). Guatemala, Ecuador, Brazil, and Boliaikhave low
social mobility and high income inequality. In tkesountries there is a large gap between
rich and poor and there is little chance of cragsimat gap.

Figure 3: Social Mobility and Income Inequality
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Chile, Paraguay, and Argentina also have high d¢mpe&een rich and poor, but the
chance of crossing the gap is substantially highlis implies that the incentive structure in
these countries is much better.

While low mobility and high income inequality iseelrly the worst combination, high
mobility and low income inequality is not neceslyatine best. High income inequality and
high mobility (as in the case of Chile) may proviter incentives for people to study hard,
work hard, be innovative, and take risks, becatsereéturns are higher. Better incentives
may lead to greater growth in the long run becdlsevork force is better motivated, better
educated, more innovative, and less dependentaal safety nets.



5. Recent Changesin Social M obility in Bolivia

Mercado & Leitdbn-Quiroga (2009) is to date the osiydy which has investigated changes
in Bolivian social mobility over time. Their studsompares the Social Mobility Index of
urban Bolivia in 1993 to that of urban Bolivia i0@3-2004, both using a slightly modified
version of the Andersen (2001) methodology. They fimprovements over time for all
urban teenage-groups, except indigenous women. dytHe biggest improvement is
observed among indigenous males.

The rest of this section will make a similar comgan of changes in social mobility
in Bolivia over time, but for the whole country,cafor the period 1997 to 2007.

5.1  Changes in schooling gaps

The central variable for the analysis of social ititytis schooling gaps — or missing years of
schooling — for teenagers aged 13 to 19 livingosé with their parents or adoptive parénts

Schooling gaps are defined as the age of the teemamus 6 (normal school start
age) minus years of education:

SG=AGE -6 - EDU

In 1997, the average schooling gap for teenageBolivia was 2.33 years, whereas
by 2007 this had dropped to 1.07 years. The drgganscularly large for rural areas, which
had an average schooling gap of 3.76 years in b8®dnly 2.00 in 2007. The drops among
male and female teenagers were about the samegbdiihg up with average schooling gaps
very close to 1.07 years.

These numbers demonstrate that the Bolivian educasystem has become
substantially better at keeping teenagers in s¢lamgesting that the enormous efforts on
both the supply side and demand side are paying off

5.2 Schooling gap regressions

The main tool to measure social mobility is a sdingogap regression, which indicates
which factors explain the differences in schooligaps between teenagerdf family
background variables are important, social mobilsyconsidered low, since a teenager’s
future is to a large extent determined by his patesducation and income level. In contrast,
if the family background variables are unimportahgn social mobility is considered high,
because teenagers from different backgrounds hakiseducational opportunities.

Table 1 compares shows the regression results fendrield’s decomposition for
Bolivian teenagers in 1997 and in 2007. In 199@, ireximum education of the parents is
the most important variable explaining a teenaget®oling gap, accounting for 13.3% of
the total variation in schooling gaps. By 2007, thmportance of this family background
variable had dropped to 8.8%. Similarly, in 1997s$ehold income per capita was very

2 A teenager who has already left home cannot &eded in this kind of analysis because of the lafckformation about
family background. But in Bolivia, only about 5%teknagers are excluded from analysis becausésakstriction.
% Please see Andersen (2001, 2003) for details®@methodology.

10



important, explaining 7.0% of the variation in schog gaps, whereas by 2007, the
importance of this variable had dropped to 3.2%.

In general, the explanatory power of the schoofjag model has decreased from an
R? = 0.3613 in 1997 to R= 0.2589 in 2007. Thus, schooling gaps have betoine smaller
and less predictable, indicating that the imporan€ unobserved characteristics, such as
intelligence, motivation and effort, have becomereanimportant, while family background
variables beyond the control of the teenager, ba&eeme less important.

Table 1: Schooling gap regressions and Field’s degaositions for 1997 and 2007

1997 2007
Coefficient Factor Inequality Coefficient Factor Inequality
Explanatory variables (t-value) Weight (%) (t-value) Weight (%)

Household income per capita -0.3263 7.0 -0.2008 3.2
(-7.87) (-2.42)

Maximum parental education -0.1488 13.3 -0.0987 8.8
(-12.59) (-6.8

Age of head of household -0.0049 0.0 -0.0130 -0.1
(-1.42) (-3.50)

Dummy female headed househo|d -0.4268 0.0 -0.2097 0.0
(-2.35) (-2.54)

Dummy household head single -0.2027 0.0 0.3655 0.6
(-1.32) (5.23)

Dummy younger sister 0.1104 0.0 0.1599 0.5
(1.19) (1.73)

Dummy younger brother 0.1129 0.0 0.0177 0.0
(1.31) (0.22)

Dummy older sister 0.0173 0.0 0.0713 0.0
(0.35) (0.74)

Dummy older brother 0.1296 0.0 0.1038 0.0
(2.17) (1.79)

Dummy female 0.1100 0.0 0.0407 0.0
(1.39) (0.54)

Age 0.3605 6.3 0.3005 6.7
(8.35) (8.73)

Dummy indigenous 0.1384 0.5 0.5351 25
(1.07) (2.64)

Dummy adopted 0.3503 0.1 0.1908 0.1
(2.16) (2.05)

Average regional log income 0.8526 -1.7 0.4453 -1.1
(2.73) (2.13)

Average regional education -0.5594 2.6 -0.3276 1.9
(-2.98) (-2.97)

Dummy urban -1.0382 7.8 -0.4696 2.9
(-4.36) (-1.80)

Constant -1.1259 0.0 -1.3426 0.0
(-1.06) (-1.19)

#obs = 5444 R®=0.3613 #obs = 2475 R’ =0.2589

Source:Author’s estimation based on household surveys 1897 and 2007.
Note: the Factor Inequality Weights from the Fields’ aeposition can be interpreted as each explanatory
variable’s contribution to explaining the total iion in the dependent variable.

5.3  The Social Mobility Index
The results from the schooling gap regression camged to calculate a Social Mobility

Index. Following Andersen (2001), we define thei&lo®obility Index as 1 minus the sum
of the Factor Inequality Weights associated withttio family background variables:

11



SMI=1- (Fl\Nmypc"' FIWmaxedL)

Thus, for 1997, the SMI is calculated as 1 — (003-01316) = 0.7973. Likewise, for
2007 we find an SMI =1 — (0.0319+0.0879) = 0.8802.

In order to find out whether the SMI from 2007 tatsstically significant from the
SMI from 1997, we estimate 95% confidence intenasund the point estimates using
Stata’s bootstrapping function. The results atesitated in Figure 4, which suggests that the
Social Mobility Index in 2007 is indeed significanhigher than in 1997.

Figure 4: Social Mobility Index for Bolivian teenagrs, 1997 and 2007,
with 95% confidence intervals
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5.4  Comparing social mobility in rural and urbareas

Figure 5 compares changes in SMI between 1997 &@¥ Zor urban and rural areas
separately. It is clear that the improvement inisdamobility at the national level is mostly
due to improvements in rural areas, which have seegry large and statistically significant
improvement in social mobility from 0.82 in 1997Q®1 in 2007. Urban areas, on the other
hand, have only experienced a smaller and statilstimsignificant improvement in social
mobility.

Figure 5: Social Mobility Index for urban and rurateenagers,
1997 and 2007, with 95% confidence intervals
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5.5  Comparing social mobility for male and femi@enagers

Figure 6 compares changes in SMI between 1997 8Ad ®r male and female teenagers
separately. It is clear that most of the improvemersocial mobility at the national level is
due to improvements for girls, which have seen g Varge and statistically significant
improvement in social mobility from 0.77 in 1997Q@d8 in 2007. Boys, on the other hand,
have experienced a much smaller and statisticagnificant improvement in social
mobility.

This result is quite interesting, since male anddke teenagers in both years had the
same average schooling gap, and thus the sametiogdut schooling gaps. This indicates
that it is not simply the general reduction in sgdi@ gaps that drive the increase in social
mobility, although it of course helps.

Figure 6: Social Mobility Index for male and femalteenagers,
1997 and 2007, with 95% confidematervals
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0.80

Social Mobility Index

!

0.75
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L667 - dJewa4
L00C - 9fewad

Source:Author’s estimation.
5.6  Comparing social mobility for indigenous ar@hrindigenous teenagers

Figure 7 compares changes in SMI between 1997 &@¥ Zor indigenous and non-
indigenous teenagers separately. Teenagers arédemts indigenous if they learned to
speak in one of the indigenous languages of Bgliwibereas they are considered non-
indigenous if they learned to speak in Castellana foreign language. This is thus a rather
strict definition of indigenous, as many people migonsider themselves indigenous even if
they grew up learning Castellano. By this stridirdeon, 30% of teenagers were considered
indigenous in 1997 and 18% in 2007.

From this figure it becomes clear that the improgamin social mobility at the
national level is due to significant improvementsthbfor indigenous and non-indigenous
teenagers.

Although the groups become quite small, it is passito calculate SMIs for
indigenous males, indigenous females, non-indigenoales and non-indigenous females
separately and still get statistically significahnges over time.
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Figure 7: Social Mobility Index for indigenous andion-indigenous teenagers,
1997 and 2007, with 95% confidence intervals
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Source:Author’s estimation.

Figure 8 shows that both indigenous and non-ingigerwomen have experienced
significant improvements in social mobility betwed®97 and 2007, whereas neither
indigenous males nor non-indigenous males havesgeificant changes.

Figure 8: Social Mobility Index for indigenous aneon-indigenous males, and indigenous
and non-indigenous female teenagers, 1997 and 200ith 95% confidence intervals
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Source:Author’s estimation.
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6. Conclusions

This paper has shown that social mobility in Baivhas increased dramatically between
1997 and 2007, especially among rural and femaleaigers.

This is very good news, as low social mobility inlBia has for centuries constituted
a formidable barrier to development, resulting ighhand persistent poverty rates and low
economic growth (e.g. Andersen, 2001; Mercatl@l 2002; Andersen, 2003; Azevedo &
Bouillon, 2009).

Some of this improvement is likely due to a chamgeperceptions about social
mobility. Rural, indigenous teenagers frequentlgpgred out of school in the past because
they did not perceive any opportunities for takadyantage of formal schooling. Now, on
the other hand, they see people of similar modeskdrounds reaching very high and
prestigious positions. Such real life examplesamia mobility can cause mental barriers to
tumble down, and motivate teenagers to study, warktry to improve their lot. And simply
by trying, they will dramatically improve their psbilities of succeeding, as well as
contribute to the economic development of the agunt

But part of the improvement is also due to the ermurs efforts made by both the
current and previous governments, with help fromititernational cooperation, to increase
the supply of education facilities and to reducetatles against school attendance. The
benefits of all these investments in educationfialy, thankfully, beginning to show, and
it looks like Bolivia may have finally escaped tleav mobility — low growth trap and is
heading for a high mobility — high growth equilitm.
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