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Foreword

Over the past three decades, countries in Central America, Panama, and the
Dominican Republic have experienced sustained economic transformation. The
region has moved away from its rural and agricultural societies of the past to
modern urban ones and has made significant progress integrating its economies
regionally and with the rest of the world. Yet, relative to other regions, growth
performance overall has been subpar, with much of the weakness concentrated in
the Northern Triangle countries—El Salvador, Guatemala, and Honduras—as
well as in Nicaragua, while Costa Rica, the Dominican Republic, and Panama
have outperformed their CAPDR peers. In part, the divergent growth perfor-
mances may be attributed to differences in the structural challenges faced across
the region. To varying degrees, the region broadly shares structural impediments
from infrastructure and education gaps and large informal sectors as well as lim-
ited fiscal space and low financial intermediation and inclusion. Nevertheless,
disproportionately high crime in the Northern Triangle countries has contributed
to outward migration and undermined these countries” growth prospects relative
to the rest of the region.

It is my pleasure to be part of this effort to disseminate the analytical work on
Central America, Panama, and the Dominican Republic conducted by the IMF’s
Western Hemisphere Department to assess how the region can overcome its
obstacles and achieve higher and more inclusive growth. This book is timely and
important in many respects. With a primary focus on how to achieve higher and
more inclusive growth, it provides a rich analysis of key structural, fiscal, and
financial impediments to growth. The chapters synthesize a substantial amount
of analytical work on highly topical issues, with the conclusions providing
important insight into the divergent growth outcomes of countries in the region
and informing their respective priorities to strengthen the foundations of growth
and improve social outcomes.

This book is an important platform to further our close engagement and policy
dialogue with our members in the region. I hope that it will foster a productive
policy dialogue on the region’s unique economic challenges and stimulate further
research to pave the way to sustained growth and prosperity.

Mitsuhiro Furusawa

Deputy Managing Director
International Monetary Fund
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