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INTRODUCTION 

The present study is one of  a series on the general subject of  income 
distribution in Latin America which is being published by the Economic 
Commission for  Latin America (ECLA). 1 It has been possible to make a 
study of  the Argentine economy in greater depth because advantage has 
been taken of  an earlier statistical study, jointly sponsored by ECLA and 
the National Development Council of  Argentina (CONADE), which provides 
a basis for  a broader and more detailed study than any other individual 
country study now being carried out in the field  of  income distribution.2 

The analysis of  this statistical information  is presented according to 
the following  general plan. The first  chapter gives a brief  historical sketch of 
some features  of  the development of  the Argentine economy. Its purpose is 
to provide some background information  which helps to explain the historical 
pattern of  growth that has directly shaped the income distribution structure 
in recent years. This of  course is true of  any country, but some aspects of 
the historical development, and consequently the income pattern, were quite 
different  in Argentina from  what they were in most of  the rest of  the region. 
Further, policy measures which affect  the distribution must operate, at least 
over the short term, within the existing economic framework,  with the 
various restrictions which this implies. During the post-war period there 
have been substantial policy-motivated shifts  in the distribution of  income, 
and these too can be fully  understood only in this broader context. 

The second chapter then analyses the income distribution structure in 
1961, the most recent year for  which estimates are available. This is done 
in considerable detail, beginning with the general distribution of  personal 
income and its structure in terms of  the various socio-economic groupings. 
From this the principal factors  underlying the prevailing inequality can be 
determined, and the analysis then proceeds to a more specific  consideration 
of  each of  these: the functional  distribution, sectoral distribution, and regional 
and urban-rural distributions. 

1 Another volume will deal with Latin America as a whole, including com-
parisons between different  Latin American countries and between Latin America and 
other areas. A third volume will contain studies of  Brazil, El Salvador, Mexico and 
Venezuela, and the last volume will deal mainly with redistributive policies. 

2 The results of  the statistical study are to be found,  together with a detailed 
description of  concepts, sources and methods, in Distribución  del  ingreso y cuentas 
nacionales  en la Argentina,  published by CONADE. For information  on how this 
study was organized, see " Income distribution in Argentina ", Economic Bulletin  for 
Latin  America, vol. XI, No. 1 (October 1967), pp. 106-131. A number of  detailed 
tables are also available in mimeographed form  (E/CN. 12/802/Add. 1). 
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The third chapter contains an analysis of  the changes which have 
occurred during the post-war period, both in the over-all distribution and 
in the structure of  the distribution by socio-economic group. This can be 
done more thoroughly for  the three years for  which the detailed statistical 
estimates were made — 1953, 1959 and 1961 — but total and average 
income data for  the socio-economic groupings for  other years make it 
possible to extend the analysis of  the central aspects of  the distribution. 

The second and third chapters are concerned only with the distribution 
of  money incomes, and, while this is the most important determinant of  the 
distribution of  economic welfare,  it is not the only one. Chapter IV extends 
the analysis to other major aspects which limit the applicability of  the 
estimates to a welfare  analysis: definition  of  the income concept applied, 
effects  of  fiscal  policy, relative prices, and economic mobility. The discussion 
is still limited to economic welfare,  but even so is of  course less precise than 
the numerical money income estimates. In Chapter V a broader analysis is 
made of  the changes in income distribution that were described in the 
previous chapters. While these, and chapter III in particular, relate mainly 
to 1953, 1959 and 1961, for  which complete data are available, chapter V 
relies on annual statistics, which provide supplementary information  on the 
functional,  sectoral and regional distribution of  the product. 

Finally, chapter VI analyses the role of  public policy in the changes in 
the distribution of  income and its structure. Policy measures have been of 
particular importance in the changes which have occurred in the post-war 
period, and the policy measures themselves have been of  varied sorts. This 
makes it possible not only to discuss what was done and how it affected 
the distribution, but also to appraise the relative impact of  the different 
types of  policy measures. 

It should be specifically  noted that the central concern in all of  these 
chapters is with the degree of  inequality in the distribution of  income: to 
determine how great the inequality is and how it is manifested,  its principal 
causes, and its consequences. The analysis therefore  begins with, and is 
always linked as closely as possible to, the size distribution of  income. Within 
this framework,  aspects of  income distribution amoiîg social groups are not 
examined carefully  if  they do not significantly  affect  the degree of  inequality 
— regardless of  how important such aspects might be from  another point 
of  view. 

In considering these chapters, it should be borne in mind that the study 
forms  part of  a series on income distribution in Latin America, and that the 
analysis of  the case of  Argentina is thus based, either explicitly or implicitly, 
on a comparison with the other Latin American countries. The result is that 
certain, at times exceptional, conditions have been emphasized which have 
led to a far  more favourable  structure and development of  income distribu-
tion in Argentina than elsewhere, although they might appear in a different 
light if  more points of  comparison with non-Latin-American economies had 
been made, or if  the changes that have taken place were measured against 
the potentialities of  Argentina itself  rather than the region in general. 



1. GENERAL FEATURES OF INCOME DISTRIBUTION IN 1 9 6 1 

The data for  1961, the most recent year for  which estimates were made, 
show that in over-all terms the distribution was rather unequal, with a very 
considerable concentration of  income at the top of  the scale. The top 
5 per cent of  all families  received 29.4 per cent of  all personal income in 
1961, and had an average income nearly six times the national average 
and nearly seventeen times the average of  the poorest fifth  of  all families 
(see table 1). 

TABLE 1. THE DISTRIBUTION OF FAMILY INCOME IN ARGENTINA 

1953 1959 1961 

Income  Income  Income 
Share of  level  Share of  level  Share of  level 

total  (national  total  (national  total  (national 
Income  group (percentage)  ave. — 100) (percentage)  ave. = 100) (percentage)  are. — 100) 

Lowest 20 per cent... 7.5 38 6.8 34 7.0 35 
Middle 50 per cent 

(21-70) 32.6 65 29.4 59 31.4 63 
Upper middle 20 per 

cent (71-90) 22.9 115 21.6 108 22.5 112 
Top 10 per cent 37.0 370 42.3 423 39.1 391 
Top 5 per cent 27.3 546 32.1 642 29.4 588 

In comparative terms, the over-all inequality, and the concentration 
at the top of  the scale, are less than in most of  the rest of  Latin America; 
but this is only an indication of  the extreme inequality which exists in the 
region as a whole. The inequality in Argentina is much greater, for  example, 
than in most of  the Western industrial countries. 

The over-all inequality is largely the result of  this concentration of 
income at the very top, and of  considerable inequality among those families 
which are just below the top; through the middle range of  the distribution 
there is much less inequality, and incomes at the bottom of  the scale are 
relatively high in comparison with other countries. 

It is the lowest income group which differs  most from  the usual pattern, 
and this is of  considerable importance. The poorest fifth  of  all families 
received 7 per cent of  all personal income in 1961, whereas in most Latin 
American countries the same group receives only about 5 per cent. Combined 
with the fact  that the average income for  the country as a whole is one of 
the highest in the region, this means that the absolute incomes of  the poorest 
groups are relatively high. To express this in terms of  US dollars to facilitate 
comparison, only about 1 per cent of  all families  had incomes of  less than 
500 dollars in 1961, and the rise from  that level was rapid; for  the lowest 
income group as a whole the average family  income was approximately 
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890 dollars.3 These figures  are far  above minimum income levels in most 
other countries of  the region. 

In the second income group shown in the table, the middle half  of  all 
families,  incomes rise relatively slowly; that is, the inequality is relatively 
small through this wide range of  the distribution. Income levels at the top 
of  this group are not quite double those at its bottom, ranging from  about 
45 per cent to about 85 per cent of  the national average. For the group as 
a whole the average income in 1961 was approximately 1,600 dollars per 
family. 

It is within the top two groups shown in table 1 — the upper middle 
20 per cent and the top 10 per cent — that incomes begin to rise rapidly, 
and the inequality is therefore  concentrated. As noted, at the dividing line 
between the middle and upper middle groups, incomes are only about 
85 per cent of  the national average, but at the top of  the upper middle 
group they are already about 80 per cent above the national average, and 
the rise is progressively more rapid through the top 10 per cent. While 
incomes through most of  the distribution are thus modest, the rapid rise 
towards the top means that absolute incomes are very high at that level. 
The top 1 per cent in 1961 had an average income of  over 35,000 dollars 
per family. 

In absolute terms these top incomes in Argentina are well above those 
of  the top groups in most countries of  the region; but the rapid rise in 
incomes toward the top of  the scale, and the large concentration of  income 
in the top decile, are common throughout Latin America. Indeed, the share 
of  total income received by the top 10 per cent is less in Argentina than in 
most countries of  the region. 

A few  general factors  which underlie the distribution can usefully  be 
noted at this point, before  the composition of  the distribution in terms of  the 
different  socio-economic groups is discussed. 

Two sorts of  influences  can be observed in producing relatively high 
minimum family  incomes. The first  is the influence  of  the family  itself. 
While there are many occupations in Argentina which yield lower incomes 
than the figures  cited above, most of  those who receive these low incomes are 
not family  heads, or, if  they are, another member of  the family  also has an 
income to supplement the family  total. Thus the family  serves as a partial 
means of  protection for  those with low incomes. 

The other type of  influence  is economic and of  crucial importance. 
Argentina has at its disposal a relatively adequate supply of  natural resources, 
especially of  land, and this is likely to be a key factor  in determining 
minimum income levels. The population density is low, only about 8 persons 
per square kilometre, the ratio of  arable to total land is higher in Argentina 
than in most countries of  the region, and it includes the fertile  flat  lands of  the 
Pampas. Further, the rate of  population increase is sharply below that of 

3 These and other dollar figures  given should be considered as only very ap-
proximate. They were obtained by using an estimated purchasing power paritiy in 1961 
of  65 pesos to the dollar. 
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all other countries of  the region except Uruguay, so that pressures of  this 
sort do not arise so rapidly, and there is more time for  spontaneous adjust-
ments to occur. 

There has never been any particular pressure on the land, and an exten-
sive type agriculture has consequently been practised, incorporating tech-
niques used in some of  the more industrialized countries. Productivity per 
person has thus been high in the agricultural sector, and this was a major 
factor  in the early rise of  a relatively large and prosperous urban sector. 
Urban unemployment has seldom been a serious problem, and even with 
the sluggish economic growth of  the past decade, has been much less serious 
than in most other countries of  the region. In combination, these factors  have 
resulted in relatively high minimum incomes in Argentina as compared with 
other countries in the region, both in absolute terms and in terms of  the 
share of  total income received by the lowest income group. 

The wide middle group of  the population, where the dispersion of 
incomes is relatively slight, is probably characteristic of  Argentina. This 
is to a great extent a political development, but it was made possible by the 
economic environment. The agricultural sector, as elsewhere, is not well 
organized, but average incomes are relatively high and it accounts for  only 
16.3 per cent of  all families.  Argentina is largely an urban society, and 
absence of  a major unemployment or under-employment problem in the 
urban areas made it possible to organize virtually all parts of  the urban 
economy. Formal organization generally tends to narrow income differen-
tials, and this is probably the principal explanation of  the relative uniformity 
of  income of  the wide range of  families  in the middle group. 

The increasing inequality in the top two income groups largely reflects 
the changing socio-economic composition of  the high-income group. Briefly, 
the upper middle group is still composed mostly of  families  living on salary 
incomes, and so reflects  the higher earnings of  some skilled workers and of 
the middle administrative and professional  personnel. It is worth noting, 
however, that the average income for  this group as a whole is only a little 
above the national average. In the top 10 per cent, by contrast, the average 
income is nearly four  times the national average, and that group is dominated 
by entrepreneurial income. The concentration of  income at the top of  the 
scale is thus essentially a reflection  of  the concentration of  property, although 
this should not be narrowly interpreted as the ownership of  property as such, 
but rather broadly to include access to sources of  credit, market positions, 
and other factors  of  this sort. 

The influences  which lie behind the income distribution just described 
and some of  its implications become much clearer when the composition of 
the different  income levels is known. This information  is shown in table 2 
for  each of  the three years, and again will be first  discussed in terms of  the 
1961 situation.4 

4 The data relate to family  incomes, and if  the income of  other recipients, such 
as personal income, is considered, this will alter the data shown in the table. The 
basis for  the socio-economic classification  is the principal source of  income of  the 
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TABLE 2. COMPOSITION OF THE DIFFERENT FAMILY INCOME LEVELS BY 

Wage  and salary  earners 

Transport  Govern-
and ment and 

Agriculture  Industry  Construe-  Trade  and communi- other 
Income  group and fishing  and mining  tion financing  cations  services 

1953 
Lowest 20 per cent 42.2 
Middle 50 per cent (21-70) 5.3 
Upper middle 20 per cent (71-90) . 1.3 
Top 10 per cent 0.8 

1959 
Lowest 20 per cent 26.7 
Middle 50 per cent (21-70) 5.3 
Upper middle 20 per cent (71-90) . 1.4 
Top 10 per cent — 

1961 
Lowest 20 per cent 25.6 
Middle 50 per cent 5.4 
Upper middle 20 per cent (71-90) . — 
Top 10 per cent — 

19.3 6.2 0.1 0.8 6.6 
27.0 9.3 6.0 10.7 16.7 
18.5 1.4 9.1 7.9 16.5 
7.0 0.7 7.5 2.2 10.0 

27.5 6.7 1.3 1.6 8.5 
30.6 7.1 5.2 10.9 16.5 
15.9 1.6 8.7 8.4 15.9 
4.7 0.6 4.6 1.8 4.9 

14.4 10.6 1.1 2.3 9.0 
28.2 6.7 5.4 10.1 16.5 
25.3 2.0 6.9 8.5 15.9 
7.4 0.6 7.4 2.2 7.8 

In broad terms, the over-all inequality can be seen to result principally 
from  differences  in incomes levels of  wage and salary earners on the one 
hand, and of  the entrepreneurial group on the other. The self-employed  are 
a minority in the lowest two income categories, but their importance begins 
to rise in the upper part of  the distribution, and over two-thirds of  the 
families  in the top 10 per cent derive their income from  individual business 
enterprise. Within the top 1 per cent alone, 85 per cent of  all family  heads 
are self-employed.  The reverse, of  course, is true of  wage and salary earners' 
families.  They dominate the lower parts of  the distribution, then decline in 
relative importance towards the top. Within the top 1 per cent they are less 
than one-tenth of  the total. 

The analyses of  more specific  types of  distribution reinforce  the conclu-
sion that this split is the major factor  in the income distribution in Argentina. 
The analysis of  the functional  distributions shows sharp differences  in av-
erage incomes among the different  groups, and widely differing  degrees of 
inequality within them. The average incomes of  the four  principal functional 

family  head. But about one-half  of  all families  include a second income recipient, 
whose income may come from  a different  source. Thus the figures  cannot be strictly 
regarded as income flows  for  the different  socio-economic groups. This is of  impor-
tance in the composition of  the low income group, as the family  usually includes 
more than one income at that level. The socio-economic classification  most affected 
is retired persons; these accounted for  nearly one-quarter of  the low income group in 
terms of  individual incomes in 1961, but the bulk of  these persons were not family 
heads and so the category is of  much less importance in the family  breakdown shown 
in table 2. Relatively few  domestic servants are family  heads either, with the same 
result. 



SOCIO-ECONOMIC GROUPS, 1953, 1959 AND 1961 (Percentages) 

Self-employed 

Domes-
tic 

services 
Sub-
total 

Agricul-
ture and 
fishing 

Industry, 
mining 

and 
quarrying Trade 

Transport 
and 

storage Services 

Profes-
sionals 

and inde-
pendents 

Sub-
total 

Retired 
persons Rentiers 

4.1 79.2 9.7 6.5 2.2 0.2 0.1 1.7 20.5 0.3 
0.4 75.4 6.2 1.6 5.1 0.6 0.6 6.0 20.0 4.6 — 

— 54.7 12.2 4.2 6.9 2.7 3.1 12.0 41.1 4.2 — 

— 28.1 21.4 10.4 10.2 6.0 4.2 13.5 65.6 1.8 4.5 

4.2 76.6 5.5 6.1 1.3 0.4 13.3 10.1 
0.2 75.9 4.4 2.2 4.1 0.2 1.4 5.6 17.9 6.1 — 

— 51.9 12.6 3.6 10.9 1.5 2.7 11.7 43.1 4.5 0.5 
— 16.6 25.1 14.7 16.0 7.0 2.0 13.5 78.4 1.6 3.4 

4.1 67.1 12.8 5.4 0.2 3.3 1.6 23.4 9.6 _ 
0.2 72.5 5.6 2.1 4.6 0.3 1.5 6.4 20.6 6.8 0.1 
— 58.5 9.0 3.8 9.7 2.0 1.1 8.4 34.0 6.9 0.5 
— 25.3 12.5 14.0 16.9 7.3 1.2 17.0 68.9 2.9 2.9 

groups in 1961, as a percentage of  the national average, were: rentiers  283; 
self-employed  persons 198; wage and salary earners 74; and retired persons 
54 (see table 4 for  more complete figures).  Although rentiers  received the 
highest income, the group is too small to have any appreciable effect  in 
the aggregate distribution. It is the self-employed  and wage and salary earners 
who dominate the total, and it is the sharp split in their average incomes 
which basically determines the inequality of  the distribution; the average 
self-employed  income is well over two and a half  times that of  the average 
wage and salary earner. 

The distribution of  income within the wage and salary group is also 
much less unequal than the distribution among the self-employed.  Within 
the wage and salary distribution the top 10 per cent received only 27 per cent 
of  the total in 1961, while the top 10 per cent of  the self-employed  received 
48 per cent of  all income from  self-employment.  It is this high percentage 
of  income in the hands of  the most successful  entrepreneurial group which 
produces the considerable concentration at the top in the aggregate distri-
bution. 

By contrast, the differences  in average incomes among the major 
economic sectors are small, and the distributions within the sectors are 
similar. Average incomes in 1961, as a percentage of  the national average, 
were: in agriculture 85; in industry 100; and in the services sector 105 
(see table 3 for  more complete figures).  The distribution within agriculture is 
more unequal than in the other two sectors — which is due essentially to the 
greater difference  between average wage and average self-employment  incomes 



in the former  — but the differences  in inequality too are small by contrast 
with those among the functional  groupings. 

Urban-rural differences  and regional differences  are also of  less impor-
tance in Argentina than in most of  the region. There are large variations in 
regional income levels — mostly the contrast is between the high-income 
Buenos Aires-Pampa region and the North — but the impact on the aggre-
gate distribution is reduced by the fact  that only a minority of  the population 
lives in the low-income areas. A similar type of  concentration reduces the 
possible importance of  urban-rural differences:  over 70 per cent of  the 
population is urban. Apart from  this, however, such differences  are small in 
the Buenos Aires-Pampa region. Only in the North and in some interior 
regions are urban-rural differences  marked, and these areas, as noted, include 
only a minority of  the total population. 

While sectoral, regional, and urban-rural differences  are relatively more 
important in most countries, the concentration of  wage and salary earners 
in the lower and middle income brackets, and the domination of  the top 
income group by non-wage-income recipients is probably characteristic of 
all countries in the region — although very little specific  information  of  this 
sort is available. Two aspects of  this situation in Argentina are worth 
emphasizing, however, as they are of  some importance, and may not be 
common to the rest of  the region. First, large incomes in Argentina result 
only to a small extent from  property income, in the sense of  income obtained 
without direct participation in the production process. The influence  of  the 
rentier  group is small. It is the control of  property for  use in the production 
of  goods and services, combined with some (unknown) proportion of  mana-
gerial income which yields high incomes. The upper income groups are 
dominated by the independent entrepreneur. 

Second, with the exception of  a rather substantial number of  small 
farmers  in the lowest income group, there are relatively few  self-employed 
persons toward the bottom of  the scale. Even these small farmers  are con-
siderably less numerous in relative terms than in most countries, and there 
are very few  self-employed  persons who have relatively high incomes and 
are important participants in the economy. In 1961, 28.6 per cent of  all 
families  were headed by a self-employed  person, and their enterprises pro-
duced approximately two-thirds of  the gross domestic product. 

While the general distinction between wage and salary earners and the 
self-employed  is most important in explaining the over-all degree of  inequal-
ity, there are differences  in the importance of  individual socio-economic 
groups at the different  income levels, and these often  reflect  the role of  other 
factors  (see table 2). 

The lowest income group is dominated by the agricultural sector. In 
1961 over one-quarter of  these low-income families  were headed by farm 
workers, and over one-eighth by small-scale farmers;  the sector as a whole 
thus accounted for  38.4 per cent of  low-income families.  This is not the 
result of  low average incomes in the agricultural sector as a whole; but 
rather of  sharp differences  within the sector, partly functional  and partly of 
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a regional nature. Agricultural workers' families  are heavily concentrated 
in the lowest income group; their average wage is less than for  any group 

< except domestic servants, and there is relatively little variation. Independent 
farmers,  however, have much higher average incomes (four  times the average 
agricultural wage in 1961), and their incomes vary through the entire range 
of  the distribution, with their heaviest relative representation at the bottom 
and the top of  the scale. 

This spread in farm  operators' income is the most important reflection 
of  the regional factor  in the distribution: the low-income farmers  are almost 
entirely located outside the Pampa region, three-quarters of  them in the 
North, while the great majority of  the high-income farmers  and cattlemen 

4 are in the Pampa area. 
The wide middle income group, and, to a somewhat lesser extent, the 

upper middle group, are marked by the importance of  three wage and 
salary categories: industrial workers, government employees, and transpor-
tation and communications workers. They account for  over half  of  the 
middle income families  and for  nearly half  of  the upper middle families. 
These three socio-economic groups are the only ones, out of  a total of 
fiteen,  with a normal distribution among the income deciles — with rela-
tively few  families  at either extreme and the largest numbers in the middle 
part of  the aggregate distribution. 

With the partial exception of  the government sector, these groups are 
linked to the process of  industrialization, and this is evidence of  the way in 
which the industrialization procès can lead to a better distribution of  income. 
The Argentine economy has advanced considerably in this direction — the 
three groups account for  44 per cent of  all families  — and this is a major 
influence  in the wide middle range of  the total distribution where income 
inequality is relatively small. 

These three groups decline steadily in importance through the upper 
middle income range, with the offsetting  rise of  the entrepreneurial groups, 
and in the top 10 per cent the situation is sharply reversed, and the latter 
became clearly dominant. The change is particularly marked in the indus-
trial sector. In the upper middle range less than 4 per cent of  all families 
are headed by industrial entrepreneurs,  but in the top 10 per cent their 
share is 14 per cent, and in the top 1 per cent alone it is well over 28 per 
cent. Such sharp changes are indicative of  the very considerable concentration 
of  income in the hands of  a few  persons at the very top in this sector. 

2 . CHANGES IN THE CHARACTERISTICS OF THE DISTRIBUTION 

Although the above discussion applies specifically  to 1961, the general 
characteristics that it brings out are equally valid for  all the years for  which 
estimates were made, particularly 1953 and 1959, as the principal determi-
nants of  the income distribution structure did not change; the split between 
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wage and salary incomes and incomes from  self-employment  was always the 
major factor,  and sectoral, regional, and urban-rural differences  were always 
of  secondary importance. But there were important changes in the relations 
between the different  groups over the period, and these were reflected  in 
substantial changes both in the over-all inequality of  the distribution and in 
its composition. 

As is shown in table 1, the earliest of  the three years, 1953, was the 
one in which the distribution of  income was least unequal. In 1959 the over-
all inequality was much greater. The top 10 per cent of  all families  received 
over 42 per cent of  all personal income in the latter year, as compared to 
37 per cent in 1953, and all the other income groups received proportion-
ately less. Even within the top 10 per cent it was primarily the upper half 
of  these families  which benefited;  the shift  was almost entirely in favour 
of  the 5 per cent of  all families  at the top of  the income scale. 

In part this change in the inequality of  the distribution was the result 
of  political changes in the intervening years from  1953 to 1959, but to a 
major extent it was associated with the year 1959 itself.  This was not a 
normal year in various respects, characterized as it was by the sharp changes 
in many aspects of  economic policy which stemmed from  the application 
of  the stabilization programme, and was for  this reason selected as one of 
the years for  which detailed income distribution estimates were made. The 
net effect  was a large shift  in income in favour  of  profits,  particularly in 
the agricultural sector, and the consequent increase in the degree of 
inequality noted above. 

In 1961 this process was partially reversed ; those at the top received 
proportionately less than in 1959, and all the other income groups more. 
But the distribution remained significantly  more unequal than that which had 
prevailed in 1953. In 1961 it was strongly influenced  by relative prices for 
agricultural commodities and agricultural incomes were consequently abnor-
mally low. 

The year 1953 can be considered representative of  the late forties  and 
early fifties,  a period during which the share of  wage and salary income in 
the total was substantially larger than it had been in earlier years, and 
during which the inequality in the distribution of  income was therefore  less. 
The more recent shift  in favour  of  profits  and toward greater inequality can 
to an important extent be regarded as a return to the pre-Second-World-War 
income distribution. 

There have been two different  kinds of  influences  tending toward change 
in the income distribution structure in recent years, one of  a structural 
type and the other associated with policy measures. The structural change 
has involved the shift  from  agriculture to the non-agricultural sectors, has 
been relatively continuous, and has tended to reduce the over-all inequality 
of  the distribution. The policy type influences  have not been continuous, first 
reducing and more recently increasing the degree of  inequality ; but they have 
been of  sufficient  magnitude to swamp the structural factor,  so that the final 
observed changes in inequality have been in the direction dictated by policy 
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measures. Further, it must be remembered that the changes occurred in an 
atmosphere of  almost continuous and substantial inflation,  so that the income 

•<• distribution structure was never stable. Any given situation began to be 
immediately changed as rising prices corroded the relative incomes of  some 
groups and added to those of  others. The inflation  itself  added to the impor-
tance of  policy measures in determining the distribution of  income, as it meant 
that relative positions could only be maintained by constant change, and 
the changes required were very often  dependent upon public policy 
positions. 

The structure of  the Argentine economy has changed substantially 
during the post-war period, but the influence  of  the change on the distribu-

< tion of  income has been less than would have been the case in most of  the 
region, essentially because average income levels in the different  sectors of 
the economy are very similar. In terms of  1960 prices, the agricultural sector 
accounted for  over 23 per cent of  the gross product at the end of  the 
Second World War, by 1953 its share had declined to about 20 per cent, and 
by 1961 to slightly over 16 per cent.5 The agricultural labour force  declined 
by over 15 per cent in absolute terms during the post-war period, and its 
share of  the total fell  from  24.6 per cent in 1947 to 21.8 per cent in 1953 and 
to 17.3 per cent in 1961. Within the context of  the income distribution 
estimates, agricultural families  were 21 per cent of  the total in 1953, but 
by 1961 were only 16.3 per cent of  all families. 

Although average incomes in the major sectors are very similar, the 
distribution within agriculture is more unequal than within the non-agricul-
tural sectors, and so a structural shift  of  this magnitude must still have been 
a significant  factor  tending to reduce the over-all inequality of  the distribu-
tion. The greater inequality in agriculture results from  the sharp split between 
wage incomes and self-employment  incomes in the sector; consequently, 
the way in which the structural shift  tended to affect  the distribution can 
best be made clear by noting the changes in the different  functional  groups 

The decline in the absolute size of  the agricultural labour force  was 
entirely the result of  a movement of  wage earners out of  agriculture. The 
number of  self-employed  in the sector increased marginally from  1947 to 
1961, while the number of  salaried workers fell  by nearly one-quarter, with 
the bulk of  the exodus occurring after  1953. Both groups, however, declined 
in relative importance; agriculture accounted for  22 per cent of  all workers 
and 34 per cent of  the self-employed  in 1947, and by 1961 these figures 
were only 14.3 per cent and 26.1 per cent respectively. 

It is only the decline of  agricultural workers which should have signi-
ficantly  affected  the aggregate distribution. In most years the average self-
employment income is higher in agriculture than in non-agricultural activi-
ties, but the difference  is small, so the relative shifts  between these groups, 
while tending toward reduced inequality by reducing the average income 

5 The figures  for  1953 and 1961 were 21.3 per cent and 15.6 per cent respectively, 
but 1953 was an unusually good year for  agriculture and 1961 an unusually poor one. 
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at the top, is not likely to be of  much importance. Among wage earners, 
however, the sectoral difference  is large; agricultural workers are concen-
trated at the bottom of  the income scale, with an average wage not much 
more than half  that in the non-agricultural sector as a whole. The large 
relative decline in the importance of  agricultural workers should therefore 
have been an important factor  in reducing inequality by raising minimum 
income levels. 

This change can be clearly observed from  table 2. In 1953 agricultural 
workers' families  accounted for  over 42 per cent of  those in the lowest 
income group, while by 1961 this figure  had fallen  to 25.6 per cent. Despite 
this change the relative position of  the lowest income group, far  from 
improving, deteriorated substantially during the period. As noted, the influ-
ences associated with policy measures clearly predominated over those of  a 
structural type. 

The policy measures which led to the increased inequality were to some 
extent brought about by pressures; for  the most part, however, they were 
measures designed to deal with other problems but which ultimately had an 
impact on the distribution of  income. For all of  that, the impact was 
substantial, and must be taken into account in any judgement of  the policies 
as a whole. 

This aspect was less important in the policies which produced the 
income distribution for  which the estimates for  1953 can be considered repre-
sentative. These included measures specifically  aimed at improving wage 
incomes, and during the final  years of  the forties,  the share of  wages and 
salaries in the total rose substantially. In part this was achieved by keeping 
down agricultural prices, and hence the relative level of  profits  in the sector 
as a whole, and by the use of  exchange controls and some price controls 
which prevented the higher money wages from  being entirely offset  by 
rising prices. Some of  the later policy measures were the reversal of  their 
predecessors, although they were not designed to bring about a return to 
the pre-war distribution but rather as a solution to other problems. 

There were two central problems with which policy measures were 
concerned during the fifties  and early sixties: the external disequilibrium, 
and inflation.  A major aspect of  the policy aimed at resolving the first 
problem was the effort  to increase export production by granting higher 
prices to the agricultural sector. The policy of  higher prices was initiated 
in 1950, carried somewhat further  during the second half  of  the decade, 
and in 1959 pushed relative prices for  agricultural products to their highest 
level during the post-war period. Inflation  was fought  with the conventional 
policies of  trying to eliminate the government budget deficit,  credit restric-
tions, and wage restraints. The campaign was again begun in the early fifties, 
and reinforced  somewhat in the middle of  the decade, but it was with the 
stabilization programme undertaken at the beginning of  1959 that these 
measures became most severe. A major aspect of  the programme was its aim 
of  abolishing controls and relying upon a relatively free  market economy to 
achieve the stated ends, and this was an important part of  its impact on 
the income distribution structure. 
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The shifts  in income which accompanied these changes were substan-
tial, particularly in 1959 itself.  They can first  be viewed in terms of  income 
shifted  from  one sector to another, as the problem of  stagnating agricultural 
production and the effort  to resolve it by the stimulus of  favourable  prices 
run through the entire period. Table 3 shows average incomes and the 
relative importance of  the three major sectors during each of  the years for 
which detailed estimates were made; the figures  refer  only to the active 
functional  groups (wage and salary earners and the self-employed),  as the 
passive functional  groups — mainly pensioners and rentiers  — cannot be 
readily broken down on a sectoral basis. 

As is shown, the average agricultural income rose sharply in 1959 as 
«> a result of  the very favourable  agricultural prices which were established in 

that year. Despite the fact  that the proportion of  the labour force  in the 
sector had declined substantially, as had its share in the gross product in real 
terms, agriculture received a larger part of  all personal income in 1959 than 
in 1953. The average income in that industrial sector, on the other hand, 
declined substantially, partly because the credit restrictions and the efforts 
to reduce effective  demand led to a fall  in industrial production in 1959, and 
partly because of  the policy of  wage restraint, salaried employees being 
relatively more important in the industrial sector and hence having more of 
an effect  on average income. The services sector as a whole was relatively 
unaffected,  but this in part is the result of  grouping a number of  dissimilar 
activities under this heading. The average income in the government sector, 
for  example, fell  substantially owing to the policy of  wage restraint, while 
commercial activity benefited  especially from  the abolition of  price controls, 
and the average self-employed  income in commerce rose more than in 
agriculture. 

TABLE 3. RELATIVE POSITIONS OF THE THREE MAJOR ECONOMIC SECTORS 

Percentage  of  "active" 
Average income Percentage  of  active  personal  income 

Sector  (national  ave. = 100) labour  force  received 

1953 
Agriculture 96 21.6 20.7 
Industry 96 31.1 29.9 
Services 104 47.3 49.4 

1959 
Agriculture 123 17.5 21.4 

k Industry 88 34.6 30.4 
Services 101 47.9 48.2 

1961 
Agriculture 85 17.1 14.5 
Industry 100 33.6 33.5 
Services 104 49.3 52.0 

In 1961 these changes were partially reversed. The policy of  wage 
restraint and of  limiting effective  demand was relaxed slightly, and credit was 
somewhat easier, partly due to a large inflow  of  short- and medium-term 
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foreign  capital. Industrial production rose, and the average income in the 
sector recovered. The average agricultural income, on the contrary, dropped 
sharply. Production declined slightly, but what was much more important, > 
the continuing rise in industrial prices and the failure  to adjust the exchange 
rate (which was the mechanism for  granting higher agricultural prices) meant 
that relative agricultural prices were much lower in 1961 than they have 
been in any year since the mid-fifties,  and well below those which underlie 
the 1953 estimates as well. Whereas agriculture had received 21.4 per cent 
of  all personal income in 1959, its share dropped to only 14.5 per cent in 
1961. As noted, 1961, despite the divergent trends of  agriculture and indus-
try, was not a normal year in this respect. 

To clarify  the way in which these shifts  of  income affected  the income '•> 
distribution structure, they are better expressed in terms of  income shifts 
among the major functional  groups. The principal link to the sectoral shifts 
just discussed is that the major determinant of  those shifts  was the level of 
agricultural prices, and these left  agricultural wage incomes almost entirely 
unaffected.  Higher prices meant higher profits  in agriculture, and greater 
inequality in the distribution of  income; lower prices meant lower profits  and 
less inequality. The average self-employed  income in agriculture rose 
sharply in 1959 and fell  sharply in 1961, while the average wage income in 
agriculture (in relation to the national average) declined slightly in both years. 

Table 4 shows average incomes and the relative importance of  the four 
major functional  groupings in each of  the three years. The dominant groups 
are wage and salary earners and the self-employed,  and it is the movement 
of  income between these two which gives rise to the changes in over-all 
inequality noted earlier. As the table shows, there was a sharp increase in 
the share of  personal income received by the self-employed  in 1959, and 
a corresponding decline in the labour share. In 1961 this shift  was partially 
reversed, but the self-employed  still received substantially more than they had 
obtained in 1953. This is reflected  in average incomes, with the self-employed 
average rising sharply in 1959 and losing about half  the increase in 1961; 
the average wage and salary income, after  declining substantially in 1959, 
in 1961 recovered its 1953 position. 

Both these averages are, however, somewhat misleading because of 
developments — of  different  sorts — in the agricultural sector. The average 
wage and salary income is affected  by the declining importance of  agricultural 
workers during the period. The average wage in agriculture is fairly  low, and 
the shift  of  workers out of  agriculture tends to raise the aggregate wage and 
salary average — this is the structural influence  discussed above. Conse-
quently, the average wage of  most working groups declined more in 1959 
than the aggregate average shows, and for  the most part relative wages in 
1961 remained below what they had been in 1953, in terms of  the national 
average. 

Self-employment  incomes, on the other hand, are affected  by changing 
agricultural prices ; the very favourable  prices in 1959 pushed the average 
upward, and the very unfavourable  prices in 1961 pulled it down. If  inde-
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TABLE 4. RELATIVE POSITIONS OF THE FOUR MAJOR FUNCTIONAL GROUPS 

Percentage  of  total 
Average income Percentage  of  total  personal  income 

Functional  group (national  ave. = 100) income recipients  received 

1953 
Rentiers  649 0.8 5.0 
Self-employed  175 22.3 38.9 
Wage and salary earners 74 71.1 52.3 
Retired persons 64 5.9 3.8 

1959 
Rentiers  349 0.7 2.6 
Self-employed  221 21.5 47.5 
Wage and salary earners 67 67.3 44.9 
Retired persons 47 10.4 5.0 

1961 
Rentiers  283 0.7 2.1 
Self-employed  198 21.6 43.1 
Wage and salary earners 74 65.4 48.3 
Retired persons 54 12.2 6.6 

pendent farmer  incomes are removed from  the total, the figures  reflect  the 
trend during the period more accurately. The average self-employment 
income in all non-agricultural activities, with the national average in each 
year equal to 100, was 167 in 1953, rose to 203 in 1959, and did not 
decline in 1961 but rather rose slightly to 211. Thus the two years 1959 
and 1961 are similar in this respect and contrast with the 1953 distribution. 
There has been a substantial shift  in favour  of  profits,  although the exact 
magnitude of  the shift  varies from  one year to another with fluctuations  in 
the levels of  agricultural prices and profits. 

The two minor functional  groups, rentiers  and retired persons, both 
suffered  substantial losses in their relative positions during the period, and 
this is largely a reflection  of  the tendency for  those with fixed  incomes to 
lose during periods of  rapid inflation.  In the case of  retired persons some-
thing of  a paradox is involved, as these were years in which the coverage 
of  the social security system was expanded substantially, and the number 
of  retired persons rose from  less than 6 per cent of  all income recipients in 
1953 to over 12 per cent in 1961. But pressures to hold down expenditures, 
as a part of  the stabilization programme, resulted in a failure  to adjust 
pensions in line with rising prices, and the average retired income dropped 
sharply in 1959, and recovered only very partially in 1961. The principal 
sources of  rentier  incomes are rental and interest payments, and with both 
types of  payments controlled and prices rising rapidly, the relative income 
of  this group dropped sharply and steadily during the period. Whereas they 
received 5 per cent of  all personal income in 1953, that share had declined 
to only slightly over 2 per cent by 1961. 

The shifts  in income which occurred not only altered the over-all ine-
quality of  the distribution but to some extent changed the composition of 
the different  income levels as well (see table 2). The most general change was 
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that associated with the shift  of  income between the self-employed  and wage 
and salary earners. In 1959 the self-employed  were even less important in 
the low- and middle-income groups than in 1953, and dominated the top of 
the distribution to an even greater extent. In 1961 the change was reversed, 
but only because of  the lower incomes of  the self-employed  in agriculture; 
these apart, the self-employed  continued in the same situation as in 1959. 

There were a number of  changes at the different  income levels which 
are worth noting, with the most important occurring at the two extremes of 
the distribution. The composition of  the lowest income group changed most, 
partly in a permanent way and partly as a reflection  of  fluctuations  during 
the period. In 1953 agricultural workers were much more important than 
any other socio-economic group at this income level, but with the movement 
of  workers out of  the sector this ceased to be true to the same extent. In 
part they were replaced, probably on a permanent basis, by the growing 
numbers of  retired persons; while the latter were of  little significance  in the 
lowest income group in 1953, they represented about 10 per cent of  the 
total in the later year. Industrial workers were of  much greater importance 
at this income level in 1959 with the industrial recession of  that year, but in 
1961, with industry expanding, their representation was less than in 1953. 
The reverse occurred with small farmers;  with the very favourable  prices 
in 1959 few  of  them fell  in the lowest income group, but with the much 
lower prices of  1961 many more were at that level. 

There was no significant  change in the composition of  the middle half 
of  all families,  and relatively minor changes in the upper middle income 
group. There was a substantial increase in the number of  industrial workers 
in this latter group in 1961, the counterpart of  the smaller number in the 
lowest income group as a result of  the industrial prosperity of  that year. And 
there were fewer  farmers  and professional  persons and independents, in the 
former  case because of  the poor agricultural year, and in the other two 
because they had moved into the top income group. 

The changes in the composition of  the top 10 per cent of  all families 
are almost entirely a reflection  of  the income shift  from  wage and salary 
earners to the self-employed.  The dominance of  this income group by the 
self-employed  increased markedly in 1959, and all areas of  self-employment 
except services shared in the gain. Those in commerce and in industry had 
the greatest relative increase from  1953, but part of  the increase of  indepen-
dent farmers  and cattlemen at this level is obscured by the fact  that the 
sector as a whole did not expand during the period — the importance of 
farmers  in the lowest and middle income groups was much less in 1959. 
In 1961 with low prices there was a sharp decline in the number of  inde-
pendent farmers  at the top of  the income scale, but it will be noted that the 
other self-employed  groups maintained their representation at the 1959 level. 
The proportion of  wage and salary earners in the top 10 per cent declined 
substantially in 1959, offsetting  the rise of  the self-employed  and although 
most of  the lost representation was regained in 1961, this was only because 
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of  the temporary drop in the number of  farmers  at the level. The represen-
tation of  government employees in the top income group fell  especially, with 
the efforts  to restrict spending as part of  the stabilization programme. 

There is a further  change at the very top which can be noted. In 1953, 
the rentier  group was a major factor  among the very wealthy, and this 
position was lost during the period. Among the top 1 per cent of  all families, 
over 18 per cent obtained their income from  property investment in 1953, 
but by 1961 this percentage had fallen  to just over 5 per cent. The rentiers 
were replaced at the top of  the scale by additional numbers of  the self-
employed. 

3. DISTRIBUTION OF ECONOMIC WELFARE 

While the distribution of  money income discussed up to this point is 
the principal determinant of  economic welfare,  it is not the only one, and 
some of  the other factors  should be mentioned briefly.  In general they 
offset  somewhat the inequality in the distribution of  money income — pro-
bably more so than in most countries in the region — but there has been 
no tendency for  such an influence  to increase in recent years and it may 
even have declined. 

The most common factor  of  this sort is public policy. As has already 
been shown, this has been an important determinant of  the changes in money 
income. Fiscal policy in particular, however, can have a further  impact, 
and in Argentina reduces the inequality in real welfare  to some extent. 
Taxation policy has little effect  of  this sort ; the only progressive element 
in the system — personal income taxes — accounts for  only about 10 per 
cent of  total receipts, with the result that the distribution of  disposable 
income is not significantly  different  from  that of  total personal income. The 
tax-system has not been made more progressive and may have become less 
so with the increased evasion of  income taxes up to the end of  the fifties. 
Expenditures have a rather greater effect  owing to the sums spent on educa-
tion and public health, which, in relation to money incomes, are of  much 
greater benefit  to the lower income groups. Subsidy payments, which have 
been very large, appear to benefit  all income groups in proportion to their 
money incomes. 

The price structure in Argentina, by comparison with that in the 
region as a whole, also ténds to favour  the lower income groups. Spending 
patterns vary at different  income levels, with food  dominating toward the 
bottom, and purchases of  durable goods, services of  various sorts, and travel 
and recreation expenditures becoming increasingly important towards the 
top of  the scale. Food is relatively cheap in Argentina, while some of 
the other items are relatively expensive. The redistributive effect  of  this 
difference  is important (always by comparison with the situation in the 
region as a whole), outweighing, for  example, the impact of  fiscal  policy. 
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In recent years the trend here too has been toward a reduction in the redistri-
b u t e effect;  the price index for  the expenditure of  the lower income 
groups has risen more rapidly than that for  expenditures of  higher income 
families,  essentially because of  the more rapid increase in the price of  food. 

Finally, the following  points should be borne in mind: Argentina is a 
highly urbanized society, which is where economic mobility tends to be 
greatest, fairly  recent immigration played an important role in its formation, 
adding to the fluidity  and unemployment has never been a major problem, 
so that economic movement has always been relatively easy. With 
considerable movement among the different  economic groups, the distribution 
of  income over a longer period of  time will be somewhat less unequal than 
that which prevails in any particular year. What is probably of  more impor-
tance, individuals are apt to view inequality in a different  light if  there is 
mobility and a real possibility of  moving to a different  income level. 
Mobility too, however, may have been reduced by the slow rate of  growth 
and the periodic crises which have characterized the economy in recent 
years. 

In conjunction, these influences  might mean that the top 10 per cent 
of  all families  received up to 5 per cent less of  the total than the distribution 
of  money income alone would indicate, with the bulk of  this being gained 
by the poorer half  of  all families.  Any such estimated distribution of  real 
economic welfare  in Argentina would still be highly unequal. It would, for 
example, be considerably more unequal than the distribution of  money 
income alone in the advanced industrial countries, and in most of  those 
countries the redistributive effect  of  fiscal  policy, at least, is much greater than 
in Argentina. But the money income figures  do have to be qualified  to an 
important extent in judging the distribution of  real welfare,  and this must 
be borne in mind in comparing the Argentine data with those of  other 
countries, for  it is probable that in most of  the region this qualification  is 
less, and in some cases real welfare  may be more unequally distributed than 
even money income. 
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Chapter I 

FACTORS IN INCOME DISTRIBUTION 
IN THE PAST 

The distribution of  income, and the changes which have occurred in it 
with the passage of  time can be more meaningfully  interpreted, and some of 
the underlying causes more clearly understood, if  the distribution is viewed 
within the general context of  the past economic development of  Argentina. 

It must be stressed, however, that the following  discussion should not 
be regarded as a systematic presentation, however brief,  of  the economic 
history of  the country. The purpose has been the much more limited one of 
selecting various aspects of  the country's growth which appear to have been 
of  particular importance in influencing  the distribution of  income, and to 
place considerable emphasis on these aspects. Some important developments 
are therefore  left  only partially explained or, on occasion, even omitted; 
while at the same time other developments will seem to those familiar  with 
the Argentine economy to have been discussed in unnecessary detail. Both 
the omissions and the emphasis are nevertheless justifiable  from  the present 
point of  view. The income structure in any country can only be adequately 
understood in the light of  the structural and institutional setting; and this 
is perhaps of  particular importance in the case of  Argentina, as there are a 
number of  respects in which these conditions differ  substantially from  those 
prevailing in most of  the rest of  the region. 

In this connexion, it must be repeated that the analysis forms  part of  a 
series of  studies on income distribution in Latin America and is therefore 
based, explicitly or implicitly, on a comparison with the other Latin Ameri-
can countries. Consequently, the purpose of  this chapter is not so much 
to gauge the significance  of  the changes examined in relation to the economy 
of  Argentina as to consider some special features  of  the development of  the 
economy which have distinguished it from  that of  the other economies in 
the region and have had a particularly strong influence  on the structure of 
income distribution. 

1. T H E GENERAL INCOME LEVEL 

It is first  of  all important to stress the fact  that income levels in Argen-
tina are relatively high, and that they were substantially higher, vis-à-vis the 
rest of  the world, during the first  half  of  this century. During the final  decades 
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of  the nineteenth century and the first  quarter of  the present century, the 
Argentine economy was very closely linked, by trade and by a flow  of 
immigrants and capital, to the expanding industrial economies of  Europe; 
and probably enjoyed income levels comparable to those of  the European 
countries. And even after  these close links had been broken by two world 
wars and the depression of  the nineteen-thirties, the income comparison 
continued to hold. When systematic estimates began to be made of  inter-
national comparisons of  income levels, Argentina ranked relatively high on 
the list. Colin Clark's estimates of  income levels for  the years of  the late 
thirties and mid-forties,  for  example, rated Argentina far  above the countries 
of  Eastern Europe, and definitely  above some of  the countries of  Western 
Europe. While several European countries had higher standards, it was only 
the other newly, and sparsely, European-settled regions — Australia, New 
Zealand, Canada and the United States — which had production figures 
sharply higher than that of  Argentina.1 

Since the late forties,  however, over-all average income levels in Argen-
tina have fallen  well below those of  Western Europe, for  during this period 
growth has been slow and marked with periodic crises in Argentina, while 
it has been rapid and sustained in Europe, as well as in many other parts 
of  the world. Discussion of  Argentina has naturally been for  some time 
concerned almost entirely with these problems and crises, but it is important 
to keep in mind that they have related to a relatively wealthy country, and 
have caused it to fall  behind other wealthy countries. Argentina has never 
been a really poor country trying to break out of  its poverty. 

Equally important, most of  the basic economic conditions which made 
the high-income levels possible have not been seriously undermined. The 
country still retains the fertile  lands of  the Pampa and the high-income 
agriculture and cattle raising which has been developed there; there is still 
a relatively highly diversified  industrial sector; education and health levels 
remain high; and, perhaps most important of  all, there is not only no 
population pressure, but the rate at which the population is growing is 
much slower than in the rest of  the region, so that needs do not increase so 
rapidly — per capita incomes have risen since the late forties  at a rate of 
nearly 1 per cent annum, even though the period has been one of  relative 
stagnation. This favourable  economic situation should always be kept in 
mind in interpreting the income distribution data, although without forgetting 
that there have been and still are fairly  sizable social groups, particularly 
in certain parts of  the country, with very low levels of  living. The point that 
it is endeavoured to bring out is that, in comparison with other Latin 
American countries, these groups are much less important and their absolute 
income levels are higher. 

1 See Colin Clark, The  conditions  of  economic progress,  2nd ed., (London, Mac-
millan, 1951), chap. III. 



2 . SOME CHARACTERISTICS OF THE DEVELOPMENT OF THE 
ARGENTINE ECONOMY 

One of  the central factors  in the high income level, and also in other 
aspects which are mentioned below, has been the relatively recent settlement 
and development of  the centre of  the Argentine economy, the Buenos Aires-
Pampa region. There was never a very large indigenous population in the 
area which is now Argentina, and during the early colonial period immigrants 
arrived, not directly from  Spain, and hence through the port of  Buenos Aires, 
but largely overland from  Chile and Peru, which had been settled earlier. The 
first  permanent settlements in Argentina, in the mid-sixteenth century, were 
thus in the north-west and the west-central parts of  the country, and these 
areas, particularly the former,  were for  some three centuries the most 
important regions. Buenos Aires only began its rise to real importance as a 
commercial entrepôt  with the colonial trade liberalization measures in the 
late seventeen-seventies, and it was probably not until well into the nine-
teenth century that its population surpassed that of  the old inland cities, 
and all of  those cities were at the time very small by present standards. 

Argentina was not an important part of  the colonial system — it did 
not produce either the precious metals or the tropical products sought by 
the colonial powers — and growth was very slow throughout the colonial 
period, and for  the first  half-century  following  its independence in 1810. 
During the earlier colonial period the hinterland carried on some trade 
with the mining regions of  High Peru, and, after  the opening of  the port 
of  Buenos Aires, there was a steadily rising export trade in animal products, 
mostly hides, but until the second half  of  the nineteenth century these never 
reached really significant  levels. Although the natural wealth of  the lands of 
the Pampas supported large and growing catties herds, there was little 
attempt, or indeed reason, to introduce rationalized production techniques 
there. Most of  the Pampa region was subject to the forays  of  hostile Indians 
during this earlier period, and the country was only definitely  pacified  with 
the military campaigns of  the late eighteen-seventies. And although various 
appeals were made for  immigration during the first  half  of  the nineteenth 
century, they met with little success. As late as the middle of  the century 
the total population of  the country was less than a million persons, most of 
whom lived in the interior. 

It was not until the eighteen-sixties, that is, only about a hundred years 
ago, that the development of  the Buenos Aires-Pampa region, and of  what 
is today thought of  as the Argentine economy, began to gain momentum. 
And at that point the Pampa consisted almost entirely of  virgin, unpopu-
lated lands, and Buenos Aires was a city with well under 200,000 inhabi-
tants. The importance of  this is that it was possible to introduce, from  the 
start, relatively flexible  and efficient  techniques of  production. There was no 
established production pattern, with a population accustomed to traditional 
ways and which had to be convinced of  the desirability of  change, or fixed 
investments which tended to perpetuate older practices. From the first  the 
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development which occurred was characterized by relatively high levels 
of  productivity. 

In addition to the rich and unexploited natural assets of  the region, 
other aspects of  the development contributed to the high income levels 
achieved. These for  the most part were varying facets  of  the fact  that from 
the eighteen-sixties to the First World War (and to a somewhat lesser extent 
from  that point to the end of  the twenties), Argentine development was very 
closely linked to the speedily expanding world trading economy, centred 
on the most advanced industrial countries, and that Argentina itself  was an 
important, if  dependent, part of  that world economy. The development of 
the Argentine economy was very rapid during this period, and such rapidity 
was only possible within this larger context. 

In the first  place, the export sector was the dynamic centre of  the 
economy throughout this period. Given the limited size of  the economy 
and other characteristics of  the period, no substantial internally-oriented 
growth had been generated. The export-oriented growth was itself  linked 
to technical developments in the more industrialized countries, and to a large 
extent had not been possible before.  In earlier years the high costs of  trans-
portation had made it feasible  to trade only in products with a high value in 
relation to their bulk, and, as Argentina largely lacked such products, its 
exports had been limited. Even with the growing number of  cattle almost 
freely  available in the Pampa, it was at first  only the hides which could be 
profitably  exported, and the rest of  the animal had little commercial value. 

During the final  decades of  the nineteenth century the costs of  ocean 
transport declined sharply with the increasingly widespread use of  newer 
technology — principally the larger ships made possible by the use of  steel 
and steam power — and for  the first  time it became profitable  to transport 
bulky products on a large scale. To this was added the introduction of  the 
refrigerator  ship (the experimental voyages were made in 1876-77), which 
made it possible to deliver Argentine meat to European markets. And Euro-
pean markets, particularly the British market, to which Argentine exports 
became most closely tied, appeared for  a rather prolonged period to offer 
an almost unlimited outlet for  temperate climate agricultural and meat 
products. 

Around 1850 Argentine exports are estimated to have been about 
35 million dollars, in 1960 prices, and not to have done more than about 
double during the preceding half-century.2  When the rapid development of 
the Pampas began, exports rose sharply to about 500 million dollars at the 
beginning of  the twentieth century, to 775 million by the First World War, 
and to over 1,300 million during the second half  of  the twenties, all in terms 
of  1960 dollars. During this somewhat more than half-century  of  rapid 
export-oriented growth, exports ranged from  25 to 30 per cent of  the gross 
product of  the country, and from  50-70 per cent of  the value of  the agri-
cultural and cattle production of  the Pampa was sold on exports markets. 

2 Aldo Ferrer, La economía  argentina  (México, Buenos Aires, 1962), pp. 67-68. 



The country's exports became a major factor  in world trade during 
this period. In 1928 Argentina was the seventh nation in the world on the 
basis of  total export values,3 and dominated world trade in several items. 
During the second half  of  the twenties, Argentina supplied nearly two-thirds 
of  the world's maize exports, over one-quarter of  all grains and corn com-
bined, over three-quarters of  the linseed, and over 60 per cent of  the beef.4 

The second facet  of  the close link to the international economy was 
the heavy inflow  of  foreign  capital, mostly from  England. This began on a 
large scale around 1880 and continued, with fluctuations,  until the First 
World War. During this period foreign  investment in Argentina is estimated 
to have totalled some 10,000 million dollars in 1960 prices, one-third of  all 
foreign  investment in Latin America, and over 40 per cent of  all United 
Kingdom investment in the region,® In 1913 about half  of  all fixed  capital 
in the country was owned by foreigners.  This inflow  of  capital essentially 
provided the infra-structure  required for  the growth which took place. The 
railway network, which was largely built during these years, was almost 
entirely constructed and owned by foreign  firms,  some public utilities were 
similarly owned, and other works were financed  by the floating  of  government 
bond issues on the European market. These areas accounted for  some three-
quarters of  the total, with the bulk of  the remainder going into commercial 
and financial  operations. Relatively little foreign  investment went into the 
direct production of  goods. After  the First World War the inflow  of  capital 
was no longer significant.  Foreign holdings remained approximately constant 
until the end of  the twenties, and then began to decline, even in absolute 
terms; but by 1913 an infra-structure  had been provided which was much 
more adequate than that in other countries of  the region, and was sufficient 
to accomodate a substantial expansion of  the Argentine economy. The price 
the country paid for  this infra-structure  was a continuing and heavy outflow 
of  interest and profit  payments which at times was a severe strain on the 
balance of  payments — until it was stopped by the repatriation of  the bulk 
of  these holdings in the mid-nineteen-forties. 

Another major facet  of  the link to the international economy was the 
large-scale immigration which took place. When the first  census was taken 
in 1869 the population of  the country was 1.7 million; by 1914 it had risen 
to 7.9 million, and the increase — at an average rate of  3.4 per cent per 
annum — was largely made possible by the immigration which occurred 
between these two years. Net immigration was about 3 million persons during 
the period, probably 90 per cent of  whom settled in the coastal region, 
perhaps a quarter of  these in the rural areas. By 1914, 30 per cent of  the 
entire population of  the country was foreign-born,  and in the Pampa region, 
which was the centre of  economic growth, the percentage was higher: 

3 League of  Nations, The  Network  of  World  Trade  (Geneva, 1942). 
4 International Institute of  Agriculture, World  Trade  in Agricultural  Products 

(Rome, 1940). 
5 These and the following  figures  relating to foreign  capital have been taken from 

La economía  argentina,  op. cit., pp. 104-105, and 120. 
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approximately 40 per cent in both the 1895 and 1914 censuses. After  about 
1860 the population centre definitely  shifted  away from  the older western 
and northern regions toward the present Buenos Aires-Pampa centre, and 
it was immigration which brought about the shift. 

Without this large-scale influx  of  population the growth which character-
ized the period would not have been possible. The immigrants were concen-
trated in the working age groups, and while in 1914 some 30 per cent of  the 
total population was foreign-born,  fully  45 per cent of  the active labour 
force  was foreign-born.  In addition to simple numbers it was the immigrant 
group that built the grain belt and made the country a major world exporter 
of  grain products; and immigrants played a major role in founding  the 
industrial, commercial, and financial  establishments as well. Nor was the 
influence  of  international migration limited to those who remained in the 
country. Up to the First World War, particularly, large numbers of  farm 
labourers worked on a seasonal basis during the grain harvests in Argentina, 
then returned in time for  the harvest season in southern Europe. While 3 mil-
lion remained, some 6 million entered Argentina during this period, the 
difference  mostly representing this flux  of  seasonal farm  labour, which was 
gradually eliminated with the mechanization of  grain farming  in the country. 
Immigration was interrupted by the years of  the First World War, and 
although there was a further  considerable inflow  during the twenties, this 
was smaller, especially in relation to the larger population of  this later 
period, and was not again the vital part of  the development process which 
it had been earlier. 

With this favourable  conjunction of  circumstances, the growth of  the 
Argentine economy was very rapid. Within a few  short decades the Pampa 
was transformed  from  a wild unpopulated plain into one of  the highest 
earning grain and livestock centres in the world, and Buenos Aires from  a 
small port city into a booming metropolis (by 1914 its population exceeded 
one and a half  million). Numerical estimates of  the gross product are not 
available prior to 1900, but all partial indicators show a fairly  rapid rate of 
increase. From the turn of  the century to the end of  the twenties the gross 
product figures  show a fairly  steady growth of  close to 5 per cent per 
annum, except for  a break during the First World War; and the gross product 
approximately quadrupled during the first  thirty years of  this century. Per 
capita figures  rose much less, as a result of  the rapid increase in population 
which accompanied this growth. Nevertheless, the per capita production 
figures  did rise by over one-third between the early years of  the century and 
the late twenties, which represents an average annual rate of  1.2 per cent. 

While export-oriented growth was general in Latin America during this 
earlier period, the Argentine experience was distinctive in several ways which 
are worth emphasizing as they had an important influence  on the income 
distribution associated with that growth. One such feature  has been discussed 
above, i.e., the small population when the development began, particularly 
in the Buenos Aires-Pampa region, which was the centre of  the develop-
ment process. This not only contributed to the comparatively high average 
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income level, but meant that minimum incomes as well were relatively 
favourable,  among other reasons, because labour tended to be scarce in 
relation to the abundant natural resources available. 

The other distinctive features  of  the Argentine experience were related 
to the type of  export production — the production of  temperate climate 
foodstuffs  — for  this meant, first,  that the impact of  the export production 
was relatively large and broadly spread throughout the economy, and, second, 
that there was a technology available from  the more industrialized countries, 
which could be applied in the export sector. The importance of  these features 
can perhaps best be seen by contrast with other types of  export production in 
which they were lacking. 

In countries where the export-oriented growth was based on tropical 
agricultural products, an already perfected  technology was not generally avail-
able, since such commodities were not produced in the industrial countries. 
In the circumstances low-cost production, which was required to achieve 
important export sales, tended to depend upon low labour costs, and this 
meant that minimum income levels were generally very low.6 Grains and 
livestock, on the other hand, had long been produced in the most technically 
advanced countries, and the techniques which had been developed could be, 
and were, utilized in the development of  the Pampa. Improved methods of 
cattle culture were adopted, and the large cattle ranches not infrequently 
obtained hired managers from  abroad, mostly England and Scotland, to 
install such methods. Breeding stock was imported on a large scale to improve 
the Argentine herds. Improved seeds were available for  the grain farmers, 
and agricultural machinery was rather widely utilized in the cultivation of 
grain crops, which to some extent imposed rationalized growing practices. 
Since these techniques had been devised in countries where labour costs were 
relatively high, they tended to economize on the use of  labour, and did not 
presuppose low wages to achieve low-cost production. The scarce labour 
supply and the abundant natural ressources of  the Pampa of  course coincided 
with the use of  techniques of  this sort, and this meant that the Argentine 
export production, from  the start was consistent with relatively high minimum 
income levels. 

The relatively broad impact on the economy of  the Argentine export 
sector can be appreciated by contrasting it with the impact of  mining exports, 
which were of  primary importance in several other countries of  the region 
during this period. Mining production did have an existing set of  efficient 
techniques available, and these were generally utilized; they were capital-
intensive and used relatively small numbers of  workers. Thus, while produc-
tion did not depend on low wages, and the wages paid were often  relatively 
favourable,  only a small number of  persons were affected.  The production 

6 "Efficient"  techniques could be developed, but since the production began on 
the basis of  low labour costs there would only be an incentive to reduce them if  labour 
became scarce — that is, after  development. Such rationalization as occurred was 
mostly on plantations (bananas, rubber, tea), which were foreign  owned, and these 
then resembled to some extent the mining operations discussed next. 
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was mostly in the hands of  foreign  firms  and, at least during this earlier 
period, was almost exclusively for  sale abroad. As a consequence, the links 
with the internal economy were few  — those with the government sector, 
via tax payments, were likely to be by far  the most important — and the 
impact on the economy relatively small and concentrated in a few  areas. 
From the standpoint of  income distribution, the most important consequence 
was that, in such countries, there were likely to be sharp differences  in 
income levels from  one sector to another, and these were likely to be a 
major factor  in the over-all distribution. 

The situation in Argentina was very different.  First, as noted, there was 
relatively little foreign  investment in the direct production of  the export 
commodities, so that the profits  obtained from  such production accrued 
largely to Argentines or resident immigrants, and were more likely to remain 
in the country, although some of  the profits  earned by exports of  agricultural 
commodities were presumably transferred  abroad. However, the links to 
the rest of  the economy were undoubtedly much closer than in the case 
of  the mining economies. Even during the peak years of  export growth, from 
30 - 50 per cent of  the agricultural production of  the Pampa was sold on 
the internal market. The export production was spread over the entire 
Pampa region, so that when the railways were built, even though they were 
designed for  the export trade, they served the general needs of  the economy 
to a much greater extent than did the export-oriented transport systems of 
most other countries. The number of  persons involved directly in agricultural 
production was relatively large; the export trade was channelled through 
Buenos Aires and supported a considerable range of  commercial, financial, 
and other services; and the market formed  by the relatively high income 
agricultural sector provided a stimulus to a rather wide range of  small-
scale industrial undertakings, and also to services. All of  this meant that the 
impact of  the export sector on the economy was marked and very broadly 
spread, so that the economy as a whole tended to expand along with exports, 
even though exports definitely  led the growth. As a consequence, sectoral 
differences  in income levels have been relatively small in Argentina, and have 
not been a major factor  in the distribution of  income. In particular, the 
sector where incomes are often  distressingly low — agriculture — was the 
focus  of  export development in Argentina and, given the nature of  this 
development, that sector has been characterized by relatively high incomes, 
at least in the Pampa region although this is not true of  the majority of 
agricultural from  the north of  the country. 

Later on, mention will be made of  other factors  of  the economic 
development of  Argentina which have influenced  the structure of  income 
distribution and which also have some bearing on the reorientation of  natio-
nal development since the depression of  the thirties. That period has been 
analysed broadly in previous ECLA studies,7 but this is not the place to 

7 See, in particular, El desarrollo  económico de  la Argentina  (three volumes, 
1958 and 1959), and "The problem of  the economic development of  Argentina", 
Economic Bulletin  for  Latin  America, vol. IV, No. 1 (March 1959), pp. 13-24. 
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give the conclusions reached. To mention only a few  of  the main features, 
it is useful  to recall the sharp contraction in the capacity to import, its 

^ effects  on agricultural production and over-all domestic demand, and the 
efforts  to overcome those obstacles mainly through a policy of  import 
substitution. 

From then until the Second World War the product grew slowly, since, 
"for  the total per capita  product to have risen by 2 per cent annually at a 
time when agricultural production was not developing, non-agricultural acti-
vities would have had to increase 2.3 times in the short space of  16 years, 
4 of  which fell  within the period of  the war when the supply of  capital goods 
was severely restricted".8 

Even so, some significant  changes took place in the course of  those 
fifteen  years: among other important indexes, population and the product 
were 40 per cent and industrial production 65 per cent higher than the pre-
depression levels. At the same time, the import substitution process had led 
to an increase in the requirements of  raw materials, fuels  and capital goods, 
while the relative value of  exports shrank from  24 to 13 per cent of  the 
product. Thus, the vulnerability of  the external sector was apparent in other 
ways, since any deterioration in the capacity to import was bound to affect 
the supply of  the fuels,  inputs and equipment which were indispensable for 
the operation of  the productive apparatus, rather than to lead, as before,  to 
a reduction in the supplies of  durable consumer goods, imports of  which had 
already been replaced by locally produced products. It also became apparent 
that large sums must be invested in the transport system, whose ideal capacity 
had been fully  utilized, and large-scale migration took place from  the interior 
to the Buenos Aires area. 

These changes, however, do not appear to have appreciably altered the 
structure of  income distribution. The main factor  of  change was probably 
the decline in agricultural prices rather than the structural changes in the 
economy. This meant a decrease in the incomes of  the agricultural producers, 
who constituted a high proportion of  the higher income sector, and softened 
the impact of  the depression on the low-income sectors, with the drop in food 
prices. 

To sum up, before  the beginning of  the nineteen-fifties,  the dynamic 
factor  of  economic expansion was the industrial sector, while agricultural pro-
duction remained at a standstill, and the most serious limitation on growth lay 
in the rigidity of  the external sector. Two of  the basic characteristics of  this 
period were the restrictions on imports and the substantial progress made 
in import substitution — particularly in respect of  basic intermediate pro-
ducts, durable consumer goods and capital goods. At the same time, "efforts 
to redistribute income in favour  of  the urban areas, on the one hand, and 
to maintain the level of  investment on the other, were, because of  their 
incompatibility, almost inevitably bound to lead to an inflationary  process.0 

s "The problem of  the economic development of  Argentina", op. cit., p. 15. 
9 Ibid.,  p. 16. 
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In the nineteen-sixties, exports, which had fluctuated  at around 1,000 million 
dollars since the post-war period, rose to 1,400 million dollars; but this did 
not have the immediate effect  of  increasing the capacity to import, because 
most of  this surplus was used for  service payments on the external debt and 
for  building up reserves. It should be noted that more recourse was had to 
external financing,  particularly in the period 1960-62, and that this inflow  of 
capital was earmarked primarily for  re-equipping industry and for  petroleum 
production. An important development in the industrial sector was the 
introduction and boom of  the motor-vehicle industry, while agriculture was 
intensively mechanized and yields were raised, which led to an increase in 
exports. 

These changes in the structure of  the economy during the post-war 
period triggered some changes in the distribution of  income, but they had 
far  less effect  on income distribution in Argentina than might have been 
expected, to judge from  the results of  similar changes in other countries 
of  the region. In practice, the most important changes in the distribution of 
income came about as a result of  various policies which were adopted with 
the purpose of  counteracting the group of  restrictive economic conditions 
that characterized the post-war period. 

3 . T H E AGRICULTURAL SECTOR 

Perhaps the single aspect of  the Argentine economy which most distin-
guishes it from  much of  the rest of  Latin America is the enormous agricul-
tural sector of  the Pampa region, which, with 45 million hectares and 
nearly 1 million inhabitants on the farms  (of  whom just over 5 0 0 , 0 0 0 were 
active), contributed 63 per cent of  the national agricultural product in 1960. 
Consequently, the value added per occupied person is greater in agriculture 
than in non-agricultural activities, and is likely to have been so during much 
of  the last century. Compared with this exceptionally productive area, the 
farms  in the other regions, which comprise nearly 130 million hectares and 
have a total population of  1 . 7 million persons (of  which 7 0 0 , 0 0 0 are active), 
generated 37 per cent of  the product. 1 0 

In general, the high income level, and the structure of  the agricultural 
sector, is important to keep in mind when interpreting the income distribution 
figures.  The distribution of  income in agriculture is very unequal in Argentina: 
but while this inequality reflects  the concentration of  large amounts of  income 
and wealth in the hands of  a relatively small number of  persons, it does not 
contrast with the mass of  the agricultural population living at near subsistence 
levels. Apart from  the few  with great wealth, there are also large numbers 
of  prosperous "middle income" farmers  in Argentina, and even farm  workers 
have probably always been well above the subsistence level in the Pampa 

1 0 See Federal Investment Council — National Development Council, Tenencia 
de  la Tierra  (Buenos Aires, 1963), tables 1-1,1-3 and 11-1-2. 
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region, although they are to be found  in the lower income sectors. In so far 
as the sort of  problems associated with very low rural income levels apply 
at all in Argentina, they are limited to the lower income agricultural areas 
in the north of  the country. 

The high agricultural incomes in the Pampa are, again, to an important 
extent the result of  the relatively recent development of  the region; and of 
the fact  that when this development began the region was very largely virgin, 
unpopulated land. When the growth began it built up momentum rapidly, 
and was from  the first  an entirely commercial agriculture, oriented primarily 
toward export markets. There was thus no significant  subsistence type agri-
culture to begin with, and the growth was so rapid and export markets 
apparently so unlimited that there was never any tendency for  this sort of 
agriculture to develop. When the export boom at length collapsed at the end 
of  the nineteen-twenties, the non-agricultural sectors, focusing  on Buenos 
Aires, were large enough to absorb much of  the shock and to shift  the 
centre of  growth to the internal economy, so that agriculture continued to 
be purely commercial and to yield relatively high incomes. 

The types of  activity which predominated in the Pampa have varied, 
and some central characteristics of  the agricultural sector can be emphasized 
by noting these variations. Prior to the period of  rapid growth — that is up 
to about 1860 — cattle-breeding had for  long been the principal activity, 
and this was of  a very primitive sort. The criollo  cattle herds had multiplied 
naturally, there had as yet been almost no attempts at improved breeding, 
holdings were very large and for  the most part unfenced,  and both feed  and 
water were obtained entirely from  natural sources. Such practices involved a 
minimum of  organized labour, requiring only the moving of  herds from  one 
place to another for  feed  and water, and the roundup and slaughtering opera-
tions. The export products of  this phase were hides, and later — and less 
important — salted meat and tallow. 

When the growth began, it began not with cattle but with sheep, and 
involved a more organized form  of  production. Pastures were fenced  in to 
an increasing extent, wells began to be dug to ensure a regular water supply, 
and sheep were bred for  specific  purposes. At first  it was for  wool to supply 
the European market; from  1860 to the end of  the eighteen-nineties wool 
exports rose steadily and steeply, from  about 20,000 tons a year to over 
200,000 tons, and were the dominant export item. With the introduction of 
the refrigerator  ship there was some shift  to breeds productive of  meat 
rather than wool, and from  the mid-eighteen-eighties to the end of  the century 
there was a substantial rise in exports of  frozen  mutton. This predominance 
of  sheep was the opening phase in the development of  the Pampa, and 
while it presented a more progressive and highly organized form  of  produc-
tion than had prevailed earlier, it retained two important characteristics of 
the previous forms.  The sheep operations were on a large scale, covering 
extensive tracts of  land; and relatively little labour was required. Although 
immigration had begun, the basic economic characteristic of  the region was 
still ample land and a very sparse population, and sheep raising was about 

29 



the only activity which could be undertaken on a large scale in such 
circumstances. 

By the end of  the nineteenth century the sheep economy had reached 
its peak, and while it remained a major item, there was little further  growth. 
Within the humid Pampa region there was some decline, even in absolute 
terms, as the growing population made it possible to use these lands for 
more productive purposes, and the sheep regions moved to the east and 
south, where vast tracts of  land were still available, and there was still very 
little population to put them to other uses. Within the Pampa region sheep 
rapidly lost in relative importance to the expanding grain and cattle economy. 

Agriculture proper began to be of  significance  in the Pampa in the 
eighteen-eighties. The first  large wave of  immigrants flowed  into Argentina 
during that decade, and to an important extent these immigrants came in the 
hope of  obtaining land. This was the period when planned colonization 
projects, both governmental and private, were a major factor  in settling the 
northern Pampa, and these settlers firmly  established the wheat belt. By 
the mid-eighteen-nineties, after  which colonization development ceased to be 
of  major importance, there were in this area some 775 agricultural colonies 
covering over 5 million hectares of  land.1 1 The colonization movement was 
most important in the province of  Santa Fé, and some two-thirds of  the 
total acreage involved was in that province. 

But the cultivation of  land also went hand in hand with the shift  which 
occurred within the livestock sector. Cattle again began to predominate over 
sheep, but now on a much higher level of  organization. Herds were not only 
increased, but sharply graded by breeding; and partly to meet requirements 
of  these improved breeds — which were primarily to produce meat for  the 
European market — and partly because of  the enhanced value of  land as 
the population grew, grazing practices changed. The use of  natural pasture 
gave way to cultivated forage,  and to prepare the land it became general 
practice for  the large cattle owners to lease a portion of  their land for  a 
fixed  period, usually five  years, for  grain cultivation, after  which it would 
be seeded to alfalfa.  Grain thus became an integral part of  the cattle culture, 
particularly in Buenos Aires province, as well as a specialized form  of  agri-
culture in other areas. 

The value of  cattle herds grew rapidly, and by the turn of  the century 
cattle were probably more important than sheep within the livestock sector. 
But the major shift  was toward agriculture proper. In 1865 there were only 
about 100,000 hectares of  cultivated land in the country, but this was 
increased to over 6 million hectares by the end of  the century, and to 22 
million by 1914, after  which there was relatively little further  expansion. 
Agricultural exports were insignificant  until the end of  the eighteen-seventies, 
but they then grew rapidly, and shortly after  the turn of  the century surpassed 
livestock products in total value. 

1 1 Carl Taylor, Rural  Life  in Argentina  (Baton Rouge, Louisiana State Univer-
sity Press, 1948), page 154. 
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This shift  to a much more intensive use of  the lands of  the Pampa was 
to a considerable extent made possible, and brought about, by the large 
inflow  of  immigrants during those years; but even after  the change it was 
an extensive type of  agriculture which prevailed. During the colonization 
period there was a fairly  rapid increase in the number of  smaller farmers, 
particularly in the province of  Santa Fé, partly owing to the colonization 
programmes and partly to the fact  that land values were still low and immi-
grants could obtain land relatively easily. But after  about 1900 land values 
rose markedly, and there was relatively little additional breaking up of  the 
large holdings. Further, while the growth in population made possible the 
shift  to a grain cattle culture, and its gradual expansion throughout the Pampa 
region, the labour supply continued to be a limiting factor  within this new 
context. The growing of  wheat was profitable  only on a relatively large-scale 
basis, and for  a prolonged period was dependent upon the large number of 
farm  labourers who came from  southern Europe to work during the har-
vesting season and then returned. Only with increasing mechanization was the 
dependence on this flow  of  migratory labour gradually eliminated, and this in 
itself  encouraged the tendency toward large-scale operations. 

There have, of  course, been numerous shifts  in the composition and 
orientation of  the agricultural sector apart from  the very general ones noted 
above, and other factors  have been involved in these shifts  apart from  those 
mentioned. The point of  the above has been to emphasize two features 
which have characterized Argentine agriculture throughout these changes, 
and which have been fundamental  in influencing  the income distribution in 
the sector. First, agriculture always was, and continues to be, an extensive 
and commercial agriculture, within which there were always very large 
holdings. This has meant the concentration of  large amounts of  income and 
wealth in the hands of  a few  people. Second, labour has never been abun-
dant. The shift  from  one type of  agriculture to another could only be made 
as the population increased, the expansion of  the grain-cattle culture from 
the eighteen-eighties to 1930 was conditioned to the flow  of  immigration, 
and for  a considerable period even maintaining already established levels 
of  grain production depended upon the migratory flow  of  labour from  South-
ern Europe. This meant, that, despite the concentration of  land ownership, 
it has been possible for  relatively large numbers of  persons to earn good 
incomes in agriculture, and even minimum incomes have been high by 
comparison with those prevailing in most of  Latin America. 

While these relatively high agricultural incomes were to a large extent 
the result of  a very adequate resource base in relation to the agricultural 
population, it should be noted that they also depended upon the fact  that, 
within this context, Argentine agriculture was efficient.  Argentine cattle herds 
gained a firm  reputation for  high quality, and while changes in productivity 
are difficult  to quantify  in this area, efficient  practices appear to have spread 
quickly during the period of  rapid growth. At least up to 1930, investment 
in the sector was substantial. As to agriculture, yields per acre of  grains and 
oilseeds are relatively low if  compared with some European countries, where 
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a more intensive agriculture is practised; but they have compared favourably 
with those in other countries which practise an extensive type of  agriculture 
— Australia, Canada, or the United States. It is only during the post-Second-
World-War period, when yields in these latter countries have risen much 
more than those in Argentina, that the country has fallen  behind. Here too 
the degree of  mechanization rose steadily until 1930, and at least from  about 
the time of  the First World War has been at a high level. 

While the incomes of  the different  agricultural groups have thus all 
been high in relation to their counterparts in other countries of  the region, 
the distribution of  income within the agricultural sector itself  has always been 
very unequal, and the principal factor  in this inequality has been the distri-
bution of  land ownership. The pattern of  large land holdings, and the 
consequent concentration of  much of  the land in the hands of  a relatively 
small number of  persons, was established at the outset of  the colonial 
period, and has tended to remain the same. There are no comprehensive 
figures  regarding land ownership in Argentina, but some partial and indirect 
data give a good idea of  the extent to which this has been the case. 

Throughout the colonial era ownership of  land in the Pampa region 
yielded social prestige, but had little or no economic value. As a conse-
quence, land grants were large, and there was no tendency for  them to be 
broken up into small holdings, but relatively little of  the Pampa passed into 
private hands during this period. After  independence in 1810, the passing of 
land into private hands gradually gained momentum, as the population 
was growing and the national and provincial governments disposed of 
public lands both in efforts  to obtain funds  and to induce settlement of  the 
"frontier"  areas. 

But land still had little economic value, and the grants and sales con-
tinued to be of  large tracts. The province of  Buenos Aires led the way in 
this process of  disposal, mostly because the settlement of  the Pampa began 
from  there, the more remote areas only gradually being secured from  hostile 
Indians in the region. The bulk of  the land in Buenos Aires appears to have 
passed into private hands by the mid-eighteen-sixties, generally in units of 
around 10,000 hectares, sometimes much larger but seldom much smaller. 
There was considerable opposition to this pattern of  extensive holdings which 
grew up in Buenos Aires (indeed, the principal system by which the process 
occurred, the emphyteusis system of  rentals, was originally intended to pre-
vent it); and in the provinces of  Santa Fé and Córdoba, where the distri-
bution occurred somewhat later, the tracts were generally smaller in size 
although still very large. In Santa Fé, for  example, laws during the eighteen-
fifties  and sixties disposed of  public lands in tracts of  from  5,000 to 7,500 
hectares. 

There is general agreement that by about 1880 the bulk of  the good 
public lands of  the Pampa had passed into private ownership, and the 
system of  large-scale holdings was firmly  established. This was prior to the 
first  large wave of  immigration, and hence when the immigrants arrived and 
the population of  the Pampa began to expand rapidly, there was little good 
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public land still available, although there were still large public holdings in 
the territories, essentially in the north-east and Patagonian regions. Land 

i values continued to be low, however, until about the turn of  the century. 
Some of  the land previously disposed of  was in the hands of  persons inter-
ested only in speculation, and some owners of  large cattle-grazing lands were 
willing to dispose of  a portion of  their holdings, so that a substantial amount 
of  land probably changed hands during the last quarter of  the century, and 
many of  the early immigrants became landowners, sometimes on a large 
scale. Around the turn of  the century land rose sharply in value as a result 
of  the steadily rising desire for  ownership and of  the by then obvious econo-
mic as well as social value of  the land in the Pampa region, but after 
that point there were relatively few  sales from  the large tracts. There has 
since probably been a slow decline in the size of  the large estates, mostly 
through the splitting up of  the land in the process of  inheritance, but even 
that has been prevented to some extent by the practice of  incorporating 
some of  the largest holdings. 

While data on land ownership are not available, the various agricultural 
censuses include information  on the size of  operating units, and this prob-
ably gives a good idea of  the extent of  concentration. Operating units differ 
from  ownership in two different  ways. First, certain operating units no doubt 
include either some owned land plus additional rented land, or rented land 
which combines two or more holdings. On the other hand, some large estates 
are split up into several operating units on a rental basis. There are no data 
on the importance of  either of  these factors. 

The census data indicate a mild decline over time in the size of  the 
average exploitation, more because of  an increase in the number of  small 
units than from  any significant  decline in the number of  very large ones. 
The situation can be illustrated with data from  the latest census, that of  1960. 
In previous years the concentration was very similar. In 1960, 1.2 per cent 
of  all operating units (5,610 in number) were extremely large in size: 3,090 
of  these covered from  5,000 to 10,000 hectares, and 2,520 covered more 
than 10,000 hectares, with the average size of  the last group being nearly 
23,000 hectares. This 1.2 per cent of  all farms  included 46.7 per cent of  all 
the land. If  the "large" category is made somewhat less exclusive, 5.6 per 
cent of  all operating units covered 1,000 hectares or more, and these included 

* 74.2 per cent of  all land. At the other end of  the scale, 15.2 per cent of 
all operating units were 5 hectares or less, and included 0.1 per cent of  all 
land, and a further  23.2 per cent were from  5 to 25 hectares in size and 
included 0.9 per cent of  the land. 

Some of  these extensive holdings are in less productive areas, but 
many of  them lie in the Pampa, in the heart of  some of  the richest farm  land 
in the world, and these have produced very considerable concentrations of 
income and wealth. Land ownership was for  a considerable period the prin-

t cipal source of  high incomes in the country, before  it was gradually displaced 
by the commercial-industrial sector, and was for  an even longer period the 
basis of  political power. 
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The concentration of  much of  the land in the hands of  a relatively 
small number of  persons is a common aspect of  agriculture in Latin America. 
The difference,  in Argentina, is that at all levels the absolute size of  land 
holdings is relatively large. The size of  the estates of  those at the top, and 
the wealth that these have yielded has just been noted. But there are also 
a few  very small "subsistence" farmers  in Argentina. In 1960, only 15.2 per 
cent of  all units were 5 hectares or less, and in most of  the region the 
percentage of  farms  in units of  this size is much higher. This, of  course, 
means that most units are large enough to be viable undertakings, and many 
of  these are owner-operated farms  which yield good, if  not extravagant, 
incomes. During the final  decades of  the nineteenth century many medium-
sized farms  were established in the northern Pampa, and these form  an 
important part of  this group. 

The second group able to earn a reasonably good income in agricul-
ture are the tenant farmers.  Even when it became difficult  to achieve land 
ownership after  about 1900, only a small portion of  the Pampa had been 
brought under cultivation, and the limiting factor  in expanding such acreage 
was the availability of  labour. Under such conditions, the most effective  way 
for  a large landowner to obtain income from  his land was to lease it, and 
this was always done on a large scale. As a result, until the First World War 
and to a lesser extent until 1930, it was relatively easy for  an immigrant to 
arrive in Argentina, work for  a period as a farm  labourer to learn the 
extensive-type farming  practised in the country, and then become a tenant. 
As the land was rich, markets were expanding rapidly, and there was con-
siderable demand for  his services, he could normally make a good income 
as a tenant farmer.  These tenants have generally owned the equipment with 
which they farmed,  and it has not been uncommon to use profits  for  buying 
more equipment and expanding the scale of  operation rather than attempting 
to buy land. The objections to tenant farming  in Argentina have been 
primarily social, relating to the instability which tends to be associated with 
the system. Contracts have generally been for  a five-year  period, and hence 
tenure always uncertain, and where the land was leased for  renewal as part 
of  the cattle culture, it was often  specified  that the tenant must leave at the 
end of  the term. A system of  freezing  rents and suspending the termination of 
leases was subsequently introduced. In strictly economic terms the system 
worked relatively well; tenant farms  were generally efficiently  operated, and 
tenants could earn good incomes. 

At the bottom of  the income scale in the agricultural sector were the 
farm  labourers, and these were much worse off  than the groups discussed 
above. While landowners, independent farmers,  and tenants all participated 
in the profits  of  a prosperous agriculture, the hired labourers did not. They 
generally performed  unskilled labour, and received correspondingly low 
wages. The split between the incomes of  the self-employed  and of  salaried 
workers in agriculture is greater than in any other sector of  the economy, 
and this, in conjunction with the concentration of  land ownership, accounts 
for  the great inequality in the distribution of  income in the sector. 



Nevertheless, even agricultural workers received better incomes, and 
had better prospects, than their counterparts in most of  the rest of  the region. 
As has been stressed above, labour was the limiting factor  in expanding 
agriculture in the Pampa, there was never any significant  amount of  labour 
tied to the land by tradition or otherwise in the region, and this kept wages 
at a higher level than they would otherwise have been. For a long time 
operations depended on the migratory flow  from  Southern Europe, and 
this in itself  is a good indication that farm  wages were relatively high. They 
had to be high enough to induce these workers to undertake the trip from 
Europe for  the sake of  a few  months' work. And it is important to note that, 
working as they did in the midst of  an efficient  meat and grain-producing 
region, these workers enjoyed a diet better than that of  higher groups in 
much of  the world. 

A further  respect in which the farm  sector was relatively well off,  and 
which mitigated somewhat the very unequal distribution of  income in the 
sector, was the considerable degree of  mobility which characterized it during 
much of  the period. Up to about 1900 the price of  land remained low, so 
that it was relatively easy to achieve the status of  land ownership, often  with 
the aid of  one of  the colonization programmes. After  that date, while 
achieving land ownership became increasingly difficult,  it remained relatively 
easy to become a tenant farmer,  with the higher earnings which could be 
obtained in this way. This was the case until the period of  the First World 
War, and to a lesser extent until 1930.With the collapse of  the export boom, 
status within the agricultural sector solidified,  and for  a time it was difficult 
to move from  one category to another, although some such movement con-
tinued to take place. But with the nineteen-thirties the growth of  the industrial-
commercial sector and the cities became of  increasing importance, and these 
have since offered  a means of  movement of  agricultural workers. There has 
never been major unemployment in the cities, and it has been fairly  easy for 
the low income rural workers to obtain employment in the cities, thus, in 
a different  way, maintaining the mobility of  the sector. 

Finally, it must be noted that much of  what has been said of  the 
agricultural sector is concerned with the Pampa region which, while it pro-
duces the bulk of  the agricultural output, is not the whole of  the country. 
Agriculture in the North is a lower income agriculture, and while it is oriented 
to the economic centre of  the Buenos Aires-Pampa region, it is in many 
respects more similar to agricultural sectors in other parts of  Latin America. 

4 . IMMIGRATION 

The important role of  immigration in the economic growth of  Argen-
tina has already been mentioned at various points above. It is not only the 
economic development of  the country which dates from  a recent period; 
the population itself  is new in the sense that in the very recent past its 
ancestry was not Argentine but foreign,  primarily European. It has been 
said that not more than 10 per cent of  the present population could possibly 



trace its main lineage to persons living in the country in 1860. Immigration 
began to be of  significance  after  that date, and there were three periods 
during the era of  export-oriented growth in which it was most important, 
in each case centring very largely on the Buenos Aires-Pampa region. 
The first  large wave of  immigrants arrived during the decade of  the eighteen-
eighties, the second from  1903 to the outbreak of  the First World War, 
and the third during the twenties. In relative terms the foreign-born  element 
reached its peak in 1914, when it accounted for  30 per cent of  the total 
population of  the country, and in the Pampa region the figure  reached 
40 per cent. 

The ways in which immigration can stimulate development have been 
often  discussed. Immigrants are likely to be a more dynamic, ambitious 
group — otherwise they do not emigrate. This was probably especially 
the case with the immigrants to the Pampa region, as they came very largely 
from  Europe, which implied a lengthy trip and a major change in environ-
ment, and was likely to be more selective for  that reason. 

While immigrants were a major part of  the population in aggregate 
terms, they were even more important in the groupings which have special 
significance  for  economic growth. First, of  all immigrants during the period 
nearly 80 per cent were males, and over 80 per cent were in the age groups 
between 15 and 50, so that to a very great extent they entered directly into 
the labour force.  While 30 per cent of  the total population was foreign-born 
in 1914, fully  45 per cent of  the labour force  was foreign-born  in the same 
year. The majority of  the immigrants settled in the cities, and 48 per cent of 
the urban labour force  was foreign-born  in 1914, but even in agriculture they 
accounted for  39 per cent of  the labour force.  And within each sector the 
foreign-born  made up a larger proportion of  the entrepreneurial group than 
they did of  workers as such — despite the fact  that nearly all of  them entered 
the country with little training or experience of  this sort. In agriculture 
42 per cent of  all employers and 49 per cent of  the independent self-
employed, mostly tenant farmers,  were foreign-born  in 1914. In industry 
it is estimated that slightly over two-thirds of  all employers and 57 per 
cent of  the independent self-employed  were foreign-born;  and in commerce 
and services the same figures  were 73 per cent and 57 per cent respectively. 
This more than proportionate representation of  the foreign-born  in these 
groups is indicative of  the extent to which they must have pushed ahead in 
Argentine society. In the process, they pushed the economy ahead with them, 
and kept the economic, if  not the social, environment more fluid  than it 
would otherwise have been. 

But with respect to the distribution of  income, perhaps the most 
important point to note is that to a significant  degree immigration in 
Argentina made the labour force  flexible  and responsive to the demands of 
the economy, and thus helped to maintain minimum incomes at a high level. 
The rate of  population growth was always dependent to a considerable 
extent on immigration, and the growth, and even the absolute size, of  the 
labour force  was even more dependent. From 1860 to 1914 some 40 per cent 
of  the total increase in population was accounted for  by immigration (the 



percentage was higher in the Pampa region), and when immigration fell  after 
the latter date the rate of  population growth fell  with it. And as most of  the 
immigrants were members of  the labour force,  close to two-thirds of  the 
increase in the labour force  during this period was directly due to immi-
gration. 

The absolute size of  one important sector of  the labour force,  agricul-
tural labourers, was dependent upon continuing migration until the end of 
the nineteen-twenties, although to a decreasing extent after  1914, and this 
sector tended to adjust to labour requirements even over the very short 
run. The grain harvest, as has been noted, depended upon the migration of 
seasonal workers from  Southern Europe, and this flow  could rapidly adjust 
to reduced requirements. 

But the more generally important inflow  of  those who came to stay, 
and the decision itself  as to whether or not to remain, also depended upon 
economic conditions, and hence the flow  tended to adjust to the needs of 
the economy. The first  large inflow  during the eighteen-eighties corresponded 
to a boom period in Argentina, and when the boom burst in 1889, immigra-
tion dropped sharply and the number of  persons leaving the country rose. 
In 1891 there was a substantial net emigration, and net immigration only 
began to rise sharply again after  the turn of  the century, when the economy 
was again expanding rapidly and labour was in short supply. 

The interruption of  immigration during the First World War was more 
cause than effect  of  the slower rate of  economic growth during those years 
(it was the result of  the hostilities); but the 1929 economic crisis was followed 
by practically the elimination of  immigration. There was some voluntary 
reaction at the beginning of  the crisis, but at that point political decisions 
became the main determinant of  the size of  the immigrant flow.  In 1930 
severe restrictive measures were enacted and immigration all but ceased. This 
cutting off  of  immigration, and the consequent immediate and marked reduc-
tion in the rate of  growth of  the labour force,  was an important factor  in 
avoiding unemployment. 

A breathing space was provided while the economy recovered from  the 
sudden elimination of  the export sector as the dynamic centre of  growth, 
and this was gradually replaced by internally-oriented production, centring 
on the industrial and service sectors of  Greater Buenos Aires. By the mid-
thirties, when such slack as existed in Buenos Aires had been taken up, a 
large-scale internal migration began. Greater Buenos Aires continued its 
rapid growth, and, with immigration stopped, this provided alternative 
employment for  those in the interior, where the agricultural sector was 
stagnating, and drained away labour from  these areas. In the mid-thirties 
only 12 per cent of  the population of  Greater Buenos Aires had come 
from  the interior, but by 1960 this figure  had risen to nearly 40 per cent, 
nearly all of  whom had come from  the Pampa region, and the proportion 
of  foreign-born  had correspondingly declined. 1 2 In the late forties,  when the 

1 2 La economía  argentina,  op. cit., p. 206. 



country was experiencing what turned out to be a relatively brief  period 
of  very rapid growth, immigration restrictions were eased, but they were 
tightened again in the early fifties  when this rapid expansion came to an 
end, and immigration has not, since 1930, been an important factor.13 

The major role which immigration played in the formation  of  the 
labour force  thus provided the Argentine economy with a type of  flexibility 
which few  other economies have ever experienced. The Buenos Aires-Pampa 
region was able to expand at a pace which would not have been possible in 
the absence of  such an outside supply of  labour; at the same time, the 
rate of  increase in that supply was not fixed  — as it is in most countries, 
where it results from  the natural growth of  the population — but could, and 
did, contract during periods of  slower advance. This was a key factor  in 
preventing, even during slack periods, any major accumulation of  excess 
labour, either general or in particular sectors; and was thus important in 
maintaining minimum incomes at relatively high levels. 

5. T H E ROLE OF REGIONAL DIFFERENCES IN THE DISTRIBUTION OF INCOME 

Marked differences  in income levels between different  regions of  a 
country can be a major factor  in the income distribution structure, and while 
this has been — and still is — of  significance  in Argentina, it should be 
noted that the problem has been of  much lesser magnitude than in a number 
of  other countries of  the region. Historically, there have been two principal 
causes of  serious regional imbalance, and the extent to which Argentina has 
escaped such problems can best be shown by discussing the extent to which 
these causes themselves were present. One historical reason was that many 
countries had a large indigenous population at the time of  their coloni-
zation, These cultures were generally relatively conservative, and, upon their 
subjugation, were often  concentrated in one region of  the country, or in 
the rural areas in general, and only very incompletely integrated into the 
more modern sectors of  the economy which grew up, either in another region, 
or in a few  urban centres. The second historical reason was that at an early 
stage of  the colonization one region was settled and organized on the basis 
of  the existing institutions and technology, while later the centre of  economic 
activity shifted  to another region, leaving the older area relatively unchanged. 
The first  of  these reasons was of  very little importance in Argentina; but the 
second did take place, and its importance was limited only by the relatively 
small scale of  early colonial development. 

1 3 In recent decades there has been a large-scale flow  of  immigration into the 
North of  the country, mostly from  Paraguay and Bolivia, but this is of  a funda-
mentally different  sort from  the experience discussed here. The consequences for 
the economy will no doubt be very important, but will probably be quite different  from 
those which followed  the large-scale immigration into the Buenos Aires-Pampa region 
during the period of  export-oriented growth. 
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Although estimates vary, there were probably never more than 300.000-
400,000 Indians in the area which is now Argentina. When the first  colonial 
settlements were made in the north-west and west of  the country in the mid-
sixteenth century, the Indians in that area were subjected by the immigrants, 
under the encomienda  system, to a form  of  semi-slave labour. Owing to ill-
treatment and other reasons, their number declined in absolute terms; in the 
mid-eighteenth century the total population is estimated to have been only 
about equal to the original number of  Indians, after  a lapse of  two centuries, 
and there had been some immigration. Moreover, they became gradually 
racially inter-mixed with the immigrant group. No substantial numbers were 

¡ permitted to remain apart in these regions in a society based on their own 
institutions and culture. They were absorbed into the colonial settlements, 
although generally confined  to a subordinate social and economic position. 

In the Pampa region and to the South, the Indians were more hostile, 
and remained apart from  the colonial settlements. As settlements in these 
areas increased, the Indians were driven back, and finally,  in the eighteen-
seventies, were virtually eliminated in a series of  military campaigns. Thus, 
while there was for  a time a small separate Indian community in these 
regions, it was eliminated at an early stage in the period of  modern growth. 

But the second historical cause of  regional differences  occurred in 
fairly  extreme form  in Argentina. The early colonial settlements were in the 
interior, principally in the north-west, and this region, with no marked change 
in economic or institutional patterns, was the most important part of  Argen-
tina for  nearly three centuries. When the economic centre shifted  to the 
Buenos Aires-Pampa region, the development was, from  the first,  of  a 
quite different  type, closely tied to the world trading economy and with an 
economic organization and technology which yielded markedly higher income 
levels. This split, between a high-income Buenos Aires-Pampa region and 
a low-income North, has persisted for  the last hundred years, but its impor-
tance in the income distribution structure has always been limited by the 
fact  that colonial development in the north-west was never very extensive. 
The Pampa, on the contrary, grew rapidly, both in population and in econo-
mic size, it became an increasingly dominant part of  the total and hence, in 
relative terms, the low incomes in the North became less important. 

The Spanish colonizers were in search of  precious metals and, to 
«, a lesser extent, high-value tropical products, and the absence of  these in 

Argentina was the determining factor  in the early settlements. The first 
Buenos Aires settlement was abandoned after  a brief  period as the region 
was considered to offer  too little to justify  the effort  to maintain it. When 
permanent settlements were established in the interior they were largely inde-
pendent, self  sufficient  communities based on subsistence-type agriculture. 
The only significant  commercial link with the outside was with the mines of 
Potosí: mules and simple textiles were sent to the mines from  Argentina, 
and this financed  a small quantity of  varied imports. The organization of  this 

1 trade and of  the colonial administration in general is indicative of  the role 
assigned to Argentina in the colonial system. Imports had to enter the 
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country overland from  Lima, as direct imports through the port of  Buenos 
Aires were prohibited. It was to a large extent this situation which made 
the north-west the most important region, as it had the closest contact with 
the more prosperous parts of  the colonial system. 

At the same time, this situation explains why there was so little 
development in Argentina during the colonial era. It was at best of  only 
marginal importance in that system, as the Spanish monarchy had no direct 
interest in anything produced in the territory. The interior regions developed 
spontaneously, but as there was no great wealth to be found  in those areas, 
their growth was very limited. Around 1800 the total population was prob-
ably less than 400,000 persons, the north-west was still the most important 
region, with 40 per cent of  the total, and some 70 per cent in all lived in 
the interior of  the country. 

During the final  decades of  the eighteenth century the shift  towards 
Buenos Aires began, fostered  by both policital and economic developments. 
Buenos Aires was first  given permission to trade directly with other Spanish 
ports, rather than being required to divert trade via the long overland route 
through Lima; and then Argentina was removed from  the political jurisdic-
tion of  Lima, and a direct representative of  the Spanish crown was installed 
in Buenos Aires. Both of  these developments not only increased the impor-
tance of  Buenos Aires, but at the same time diminished that of  the north-
west, as the links to Lima were cut. Economically, the growing cattle herds 
in the Pampa region were becoming a significant  source of  wealth, and 
exports of  hides were growing; while at the same time the markets provided 
by the mines in the Alto Peru had largely disappeared, and the north-west 
had lost its principal export market. 

With the gaining of  independence in 1810, Buenos Aires was freed  from 
the encumbrances of  the colonial trading regulations, and direct and unlimi-
ted exchange was begun with the European countries, which was a further 
stimulus. Nevertheless, the shift  in relative importance was for  a long time a 
relatively slow one, and Buenos Aires had not as yet emerged as the centre 
of  the high-income region it later became. It was only in the second half  of 
the nineteenth century, with the heavy inflow  of  immigration and the trans-
formation  of  the Pampa region, that the population shift  became rapid and 
decisive, and that the sharp split in income levels between the two regions 
became so notable. 

When the first  population census was carried out in 1869, the rapid 
rate of  population growth had already begun, and the Pampa region (essen-
tially the province of  Buenos Aires) had already become the most important 
part of  the economy. The total population had passed 1.7 million, having 
more than quadrupled since the beginning of  the century, and the provinces 
of  the Pampa by then held about half  this number. The province of  Buenos 
Aires alone had nearly 30 per cent of  the total, approximately the same as 
the once dominant north-west. 

The shift  continued at an increasing pace during the following  decades, 
and by the end of  the century the Buenos Aires-Pampa region had already 



achieved its present dominance, and the interior, once more important, 
had been relegated to a clearly dependent position. In the twenty-six years 
from  the first  census to the second, in 1895, the population of  the provinces 
of  the Pampa more than tripled, and they came to account for  more than 
70 per cent of  the total population. The province of  Buenos Aires alone, 
which in 1869 had the same population as the north-west, had considerably 
more than double the population of  that region in 1895. By this latter date 
the Pampa as a whole had already achieved its present position in relative 
terms, although within the region the province of  Buenos Aires continued 
to grow in importance. While the rapid population growth continued for 
some time after  1895, it began to spread to other regions, but was much less 
marked in the north-west. After  constituting around 40 per cent of  the 
total population throughout the colonial period, the share of  the north-west 
declined to just under 30 per cent in 1869, and then fell  sharply and steadily 
to 18 per cent in 1895, and to 13 per cent at the outbreak of  the First 
World War. Since that date there has been a further,  but mild, decline to 
11 per cent of  the total. Throughout this period the population of  the north-
west grew at a normal rate (doubling between 1869 and 1914), and it was 
only the heavy immigration that shifted  the balance to other regions. 

Hand in hand with the relative population shift  went the integration 
of  the national economy, and the subjugation of  the interior regions to the 
high-income Buenos Aires-Pampa region. The interior regions, particularly 
the north-west, had in earlier periods built up a significant  handicraft-type 
industrial sector, and their economic organization in general was of  a rela-
tively self-sufficient  type. They had, in consequence, favoured  a protectionist 
policy since independence, and this had been one of  their quarrels with 
Buenos Aires. With the final  formation  of  the national government, and its 
leadership from  Buenos Aires, in the early eighteen-sixties, this objective was 
definitely  lost, as the Buenos Aires interests already had substantial export 
earnings, and favoured,  and adopted, a free  import policy. But it was not 
until after  1870, when the rapid expansion of  the railways began, that the 
economic independence of  the interior was completely lost. The railways ran 
to Buenos Aires, and thus made it possible to transport European imports 
cheaply to an ever larger part of  the interior. With no significant  export 
production, even with railways, these areas were left  with little alternative 
but to orient their production toward the Buenos Aires-Pampa market. 

At this point the very small development of  the interior during the 
colonial period became of  importance in a number of  ways, especially when 
placed against the rapid and much more extensive growth of  the Pampa 
region. The interior regions were still relatively sparsely populated, and the 
Buenos Aires-Pampa market bulked very large by comparison. Formerly 
each region had tried to produce the general range of  products used, but in 
this new context it was possible for  some areas to specialize in products in 
which they had an advantage, and to achieve relatively high income levels on 
this basis. The earliest instance was the vineyard belt in Mendoza, which 
grew rapidly after  the arrival of  the railway in 1880. The fruit  area of  Rio 

41 



Negro grew up only after  the First World War, and also became a high-
income area. 

But the transition was less successful  in the North. There too specialized 
areas oriented toward the Buenos Aires market grew up — the cotton belt in 
the Chaco, yerba mate in the far  north-east, and sugar in the north-west — 
but these did not yield high income levels. A central reason was the rela-
tively poor resource base of  these regions when compared with the Pampa, 
but other factors  were involved as well. The North as a whole was at a 
considerable distance from  the principal market at Buenos Aires, and often 
lacked facilities  which the central Pampa could offer,  and so important 
processing activities were located in the North only if  the source of  raw 
material supply necessitated it. The lack of  transportation and other facilities 
was especially important in the north-central part of  the country and the 
north-east, as these were more recently settled areas. But it was probably the 
north-west which adapted itself  least successfully  to the changed circum-
stances, and to an important extent this was due to the fact  that the region 
was settled first,  had a relatively long cultural and economic past, and, in 
the absence of  any new sharply progressive conditions within it, adjusted 
only slowly. A past has many advantages, but in strictly economic terms — 
unless the tradition is a very progressive one, which that of  the north-west 
was not — it is likely to be a handicap to rapid growth and the achievement 
of  high income levels. 

While this split between a high-income Buenos Aires-Pampa region 
and a low-income North has prevailed for  the past hundred years, its impor-
tance in the income distribution structure of  the country has been limited 
by the very process which brought it about. The split in income levels 
developed when the Buenos Aires-Pampa region rather suddenly emerged as 
a high-income area, but in the process the region also came to account for 
the bulk of  the population. Up to the mid-nineteenth century most of  the 
population lived in the interior, but during that earlier period the income 
split was not marked. After  about 1860 the development of  the high-
income economy in the Buenos Aires-Pampa region began, and by 1895 the 
region held over 70 per cent of  the total population. In aggregate terms 
regional income differences  were probably of  greatest importance in the early 
eighteen-eighties. Income levels in the Pampa had begun to rise well above 
those in the interior, and the percentage of  the population which lived in the 
poorer regions was still relatively high. After  that point, while the difference 
in income levels widened, the percentage of  the population in the poor areas 
— essentially the North — fell  rapidly. 

The way in which this regional difference  expressed itself  in the income 
distribution structure was therefore,  after  that date, probably always fairly 
similar to the way it is expressed now. While the income distribution struc-
ture as a whole is basically determined by the Buenos Aires-Pampa region, 
where the bulk of  the population is concentrated, the bottom of  the distri-
bution is dominated by the North. That region during the past hundred years 
has not evolved an economic structure comparable to that of  the Pampa, and 
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a high percentage of  the families  living there have incomes which place them 
close to the bottom of  the nation-wide income distribution structure. 

6 . T H E URBAN SECTOR AND THE PERIOD OF INTERNALLY-ORIENTED GROWTH 

By the end of  the twenties Argentina's links with the world trading 
economy had been loosened somewhat. The large-scale inflow  of  foreign 
capital had ceased with the outbreak of  the First World War, and immigra-
tion, while substantial during the twenties, was also less important, particu-
larly in relative terms, than it had been prior to the First World War. But the 
major link, that of  trade itself,  remained as important as ever. Export values 
had continued to rise rapidly, exports continued to account for  around 30 per 
cent of  the gross product, and the export sector, which still almost exclus-
ively meant the agricultural and livestock producers, continued to be the 
dynamic centre of  a rapidly expanding economy. 

The world economic crisis at the end of  the twenties severed the last 
close link, seriously weakened the export sector as a focus  of  growth, and 
initiated the period of  internally-oriented growth. Export prices during the 
first  half  of  the thirties were far  lower than they had been during the second 
half  of  the twenties, and it began to require negotiation to place exports 
even at those prices. If  there was to be growth, therefore,  it had to come 
from  internal sources; the external stimulus no longer existed. This meant 
that some part of  the urban sector had to assume the autonomous role, and 
that the urban sector as a whole would probably increase in relative impor-
tance; and it is this aspect of  the change which is of  special interest here, 
as such a change might mean important shifts  in the income distribution 
structure. 

The process through which this change occurred, and through which 
the industrial sector became the principal force  for  growth on the basis 
of  import substitution, is familiar,  and need not be dwelt on even in part. 
It occurred not only in Argentina, but in the other larger economies of  the 
region as well. Here it is only necessary to note a number of  respects in 
which the process was distinctive in Argentina — and these largely follow 
from  the type of  economy the country had at the outbreak of  the crisis, 
the major points of  which have been discussed above — and to try to 
appraise the probable impact on the income distribution structure. 

It should first  be emphasized that while the economic crisis abruptly 
eliminated the export sector as the centre of  growth, the shift  to a new 
focus  for  expansion was not equally rapid. The decade of  the thirties was 
one of  relative stagnation in the region as a whole. Most countries adopted 
what were expected to be temporary policies in the face  of  crises, waited 
hopefully  for  the return of  world prosperity, and experimented. The smaller 

f  countries eventually returned to the old system of  export-oriented growth; 
but even in the larger countries it was only after  a decade of  world depres-
sion and the further  shock of  the Second World War that urban sectors were 
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able to complete the adjustment to the changed circumstances, policies 
crystallized in a permanent form  and the promotion of  general industrial 
growth became an accepted long-term goal. Only in the late forties  and in 
the fifties  did industrial expansion in a number of  countries become sufficiently 
rapid to again achieve satisfactory  rates of  growth for  the economy as a 
whole. The thirties were a period of  transition from  the old to the new 
economic structure. 

Argentina was better able to cope with the crisis and with such a transi-
tional period than were most countries. From the beginning the development 
of  the Pampa region was characterized by an extensive-type, high-income, 
commercial agriculture. It had, therefore,  encouraged, and been able to 
support, a relatively wide range of  urban-type activities, and these had expan-
ded along with the export sector. This situation is reflected  in the urban-
rural population structure, as well as in the distribution of  the labour force 
and the composition of  production by sector. 

The urban population was always relatively large, and grew rapidly 
in importance from  an early date. When the first  population census was 
carried out in 1869, one-third of  the population was already classified  as 
urban (defined  at that time as residents of  towns with 1,000 or more inhabi-
tants), and that percentage increased steadily. Shortly after  the turn of 
the century half  the population had become urban by this definition,  and 
by the end of  the twenties more than two-thirds were city-dwellers. The 
bulk of  the urban expansion resulted from  the growth of  the larger cities, and 
at the end of  the twenties over 35 per cent of  the total population lived in 
cities with more than 100,000 inhabitants. 

Part of  this urban population was a low-income group, to an important 
extent immigrants, which provided the relatively unskilled labour required 
in construction, industry and service activities. But from  an early date there 
was an important middle and upper-middle income salaried group. These 
came, particularly: from  the central government bureaucracy, which was 
relatively well financed  and employed substantial numbers of  middle and 
upper level officials;  from  the larger, mostly foreign-owned,  firms  which pre-
dominated in the export trade and in major branches of  imports; from  the 
important financial  sector, where foreign  firms  were also common; from  the 
large numbers of  skilled employees required to operate the railways as these 
blanketed the Pampa region; and from  the skilled employees of  other public 
utility undertakings, especially in the Buenos Aires area. There were in addi-
tion the numerous self-employed  whose small scale enterprises predominated 
in much of  the industrial, commercial, and services sectors, and whose 
incomes often  placed them in the middle and upper range of  the scale. As 
noted, the urban activities promoted by the high-income agricultural sector 
covered a wide and relatively diversified  range, and from  an early date 
included major, middle and upper-middle income groups. 

Estimates of  the distribution of  the labour force  vary somewhat, but 
there is general agreement that the agricultural sector never accounted for 
much more than about 36 per cent of  the total. This share probably remained 
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approximately constant during the last quarter of  the nineteenth century 
and the first  two decades of  the present one. After  the First World War 
the share of  agriculture may have begun to decline slowly, but it was not 
until the forties  that the shift  became accelerated. By the end of  that decade 
it had declined to a little more than one-quarter of  the total, and by 1960 to 
less than 20 per cent. Thun, throughout the period of  export-oriented growth 
the bulk of  the population was engaged in non-agricultural activities, and 
around 30 per cent of  the labour force  was already in the industrial sector 
during that period. 

Estimates of  the relative importance of  the different  sectors in the gross 
product, available from  the beginning of  this century, are very similar. The 
agricultural sector accounted for  around one-third of  the total until the 
mid-twenties. At that point its share declined to about 30 per cent, and 
remained the same until the mid-forties,  when a steady and rapid decline set 
in again, reflecting  a stagnation of  the agricultural sector which continued 
for  a twenty-year period. By the first  half  of  the sixties its share had fallen  to 
only slightly over 16 per cent of  the total. The industrial sector accounted 
for  around one-quarter of  the total until the mid-twenties, for  some 27 per 
cent during the following  fifteen-year  period, and from  1940 rose steadily in 
importance, accounting for  slightly over 35 per cent of  the total during the 
early sixties. The broad services sector was always of  major importance, 
accounting for  some 42 per cent of  the total until the middle forties,  when it 
began to increase, almost entirely due to a sharp rise in government services. 
During the fifties  and early sixties, it accounted for  about 46 per cent of 
the total.14 

The crisis at the end of  the twenties thus found  Argentina with the 
most highly diversified  economy in the region; an economy which was 
predominantly urban, in which the industrial sector already produced a 
relatively wide range of  goods, and which offered  an adequate base for 
further  expansion. A shift  to reliance on the urban (industrial) sector as the 
determinant of  growth was therefore  not only feasible,  but required a much 
smaller change in the structure of  the economy than was the case in the 
rest of  the region. 

There were two other important features  of  the economy which made 
it less difficult  to adjust to the impact of  the crisis itself:  the nature of  the 

M, export production, and the role of  immigration. As has been stressed above, 
the export sector was closely linked to the rest of  the economy, and the 
bulk of  the production of  the sector was sold on internal markets. The 
world crisis therefore  affected  a smaller part of  the total market than was 
the case with the export sector in most countries. Equally important, the 
products concerned were relatively essential foodstuffs,  the consumption of 
which tended to be maintained at constant levels, even with falling  incomes. 
Although export prices dropped sharply, the volume of  exports fell  only 

1 4 The distribution of  the gross product throughout the period was estimated 
at 1960 prices. Relative prices did change substantially at times, and this had an 
important effect  on the income distribution structure. 
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slightly, and this meant that activities connected with the export trade were 
maintained at approximately the same level. While these must have become 
less profitable,  there was therefore  no substantial unemployment among such 
groups. 

The expansion of  the agricultural sector was brought to a halt by the 
crisis, but there was no decline in production levels, and when prices recov-
ered in the mid-thirties, there was a further  substantial increase during the 
latter half  of  the decade and during the early forties,  after  which the pro-
longed period of  stagnation began. Internal consumption continued to grow, 
and was another factor  — which, combined with a stagnating total, reduced 
the available surplus — and limited the expansion of  exports in the products 
or periods marked by a rise in demand, particularly after  the Second World 
War.1 5 

The adjustment problems imposed on the export sector by the sudden 
crisis were therefore  somewhat less in Argentina. In common with most 
other countries, prices fell  and this brought all the difficulties  of  a sharp 
decline in exchange earnings. But export volumes were maintained, and 
unemployment was not of  the same nature or magnitude as in other coun-
tries. Much the same applies to the export surpluses that piled up, but it 
should be remembered that steps were taken to restrict them and to remedy 
problems of  that kind during the Second World War. 

The other feature  which eased the adjustment to the crisis in Argentina 
was the fact  that immigration had continued on a large scale to the end of 
the twenties. Net immigration had still accounted for  around one-third of  the 
total population increase during the decade, and to an even greater extent 
than in earlier periods had been concentrated in the cities, mostly in Buenos 
Aires itself.  Since it was of  course in the cities that unemployment problems 
arose, the sudden shutting-off  of  the inflow  of  immigrants, the great majority 
of  whom entered directly into the labour force,  eased this problem consider-
ably. The economy had been accustomed to absorbing a rapidly expanding 
labour force,  and, coincident with the impact of  the crisis, the rate of  expan-
sion of  the urban labour force  itself  was sharply reduced. There was, still, 
an unemployment problem in Argentina, but it never reached the major 
proportions that it did in many other countries, and by the mid-thirties the 
situation was sufficiently  favourable  in Buenos Aires to spark off  a large 
influx  of  migrants from  the neighbouring regions further  inland. Minimum 
income levels, therefore,  probably did not fall  to any substantial extent. 

The shift  from  an externally-oriented pattern of  growth to an internally-
oriented one is primarily of  interest, from  the standpoint of  income distri-
bution, because of  the ways in which the consequent change in the structure 
of  the economy can affect  the income distribution structure itself.  After  the 
very brief  description above, an appraisal can be made of  how the shift,  and 
the economic crisis which led to it, affected  the income distribution structure 

1 5 During the Second World War, transport difficulties  naturally held export 
volumes below what they would otherwise have been. 
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in Argentina. It should first  be noted that there was no significant  shift  in 
the structure of  the economy during the thirties. The process of  urbanization 
continued, but this was only the continuation of  a long-established trend, and 
it did not speed up. The rate of  growth was considerably slower than it had 
been, but there was no change in the sectoral composition of  either the 
labour force  or the gross product. The structural shift  began only in the 
nineteen-forties,  but it has been relatively steady and substantial since that 
period. 

This shift  has of  course had the effect  of  reducing the relative impor-
tance of  agriculture, in the income distribution structure as in other respects, 
but in Argentina it is probable that this resulted in relatively small changes 
in the over-all inequality of  the distribution. 

Structural shifts  in the economy are expected to result in changes in 
the income distribution structure largely because average income levels in 
the different  sectors are quite different  in most countries, but this is not the 
case in Argentina. The estimates given above of  the sectoral composition of 
the labour force  and of  the gross product, dating from  the beginning of  the 
century, are very similar if  each of  the major sectors is considered as a 
whole; and this indicates that during the period of  export-oriented growth, as 
well as later, sectoral differences  in per capita output, and hence probably in 
per capita incomes, were not large. Sectoral differences  thus do not seem 
to have been a major factor  in the over-all income distribution structure in 
Argentina, and for  the recent years for  which detailed estimates have been 
made in the present study, this is clearly the case. 

But while average incomes in the different  sectors are very similar, the 
relative positions of  the different  functional  groups are less so, and as a 
result of  these differences  the structural shift  has some effect  on more speci-
fic  levels of  the income distribution structure. The distribution probably 
became, through time, both somewhat less unequal and more stable. 

The income distribution within agriculture is highly unequal, primarily 
owing to the sharp differences  in income levels between agricultural workers 
and agricultural proprietors, and hence the sector is relatively important at 
the two extremes of  the over-all income distribution structure. Incomes of 
agricultural workers are low, and they are concentrated at the bottom of  the 
distribution; while a varying, but large, proportion of  agricultural proprietors 
have incomes which place them in the highest decile, and so the sector is 
important at that extreme as well. 

The same split between wage and salary earners and the self-employed 
exists in the urban sector, but it is less marked. There are many more urban 
salaried employees in the middle-income group — notably in the industrial, 
government, and transport sectors —- and so the urban distribution is less 
unequal. Thus the decline in the relative importance of  the agricultural sector 
has probably meant some reduction in inequality. 

The relative decline of  the agricultural sector affected  both functional 
groups. The number of  agricultural workers has declined even in absolute 
terms, so that the sector dominates the bottom of  the distribution to a much 
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smaller extent. While these workers are very largely unskilled, and so remain 
in the bottom deciles even though they change to another sector, they no 
doubt have received somewhat higher incomes themselves, and have, in 
the context of  an expanding urban economy, tended to displace and to push 
up others in the urban sector, and so to improve the over-all distribution 
on both counts. 

At the top of  the distribution, agricultural proprietors have been pro-
gressively diplaced by the growing numbers of  the urban self-employed,  and 
while this has probably not affected  the over-all inequality substantially, it has 
reduced the income instability of  the high-income group, and hence reduced 
fluctuations  in the over-all degree of  inequality. 

A major determinant of  the income levels of  agricultural proprietors 
is the level of  relative prices of  agricultural products, and these have changed 
substantially, both in particular years and over fairly  long periods of  time. 
To the extent that this group dominates the higher income levels, high agri-
cultural prices will mean greater inequality in the distribution, and low 
agricultural prices will mean less inequality, and the importance of  this 
factor  has declined with the structural shift  away from  agriculture. It seems 
probable that, during the period of  export-oriented growth, half  or more 
of  those in the top decile of  the distribution were agricultural proprietors, 
whereas this proportion had, on the average, declined to around 20 per cent 
by the early sixties. In any particular year the composition of  the high-
income group shifts  considerably with shifting  relative prices, and, even 
with the reduced participation of  agricultural proprietors in the group, 
changes in the level of  agricultural prices are an important determinant of 
over-all inequality. In earlier periods such changes must have been of  much 
greater importance in this respect. 

Although there were always cycles and periodic crises, during the period 
of  export-oriented growth agricultural prices were on the whole very favour-
able, and so the distribution of  income was relatively unequal on this score. 
With the onset of  the world crisis, agricultural prices dropped sharply and, 
in relative terms, have never again been so high as they were in the decades 
prior to 1930. During the second half  of  the thirties they recovered, but at 
the end of  the decade declined again, and until the early fifties  remained 
some 25-30 per cent lower than during the second half  of  the thirties, mostly 
owing to government policy measures. Since then they have, with some » 
fluctuations,  risen fairly  steadily, but over any period of  a few  years the 
average has remained below that of  the late thirties, and still further  below 
pre-1930 prices. 

With agricultural proprietors still dominant in the high-income levels, 
the beginning of  the crisis must have meant an important reduction in the 
inequality of  income. It was this group which suffered  the primary impact 
of  the decline in export prices, and so it was the high-income group whose 
incomes fell  most. And, as noted in the preceding paragraph, while there •> 
have since been important changes in relative price levels, agricultural prices 
have not again attained their pre-crisis position, and this has continued to 
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be a factor  reducing the inequality below that which prevailed during the 
period of  export-oriented growth. 

With the structural shift  away from  agriculture this factor  has, however, 
steadily decreased in importance. As agricultural proprietors declined in 
relative importance, the influence  of  agricultural price levels on distribution 
declined correspondingly. It became increasingly the urban self-employed, 
favoured  by the promotion of  internally-oriented growth, who dominated 
the high-income group, and so their incomes were less subject to fluctuation 
on this count.16 

There was a further  important way in which the crisis, and the conse-
quent shift  to an internally-oriented growth, affected  the distribution of  real 
welfare,  as distinct from  the distribution of  money income, and this too was 
the result of  changing relative prices. Food prices declined in absolute terms, 
and more so in relative terms, during the early years of  the depression; and 
since expenditure on food  is the major item in the budgets of  low-income 
families,  this benefited  those groups most. This decline was largely tem-
porary, although food  always was, and continues to be, relatively cheap in 
Argentina by comparison with most countries in the region. But the shift  to 
internally-oriented growth, along the lines of  import substitution, meant a 
permanent rise in the price of  many items, particularly durable consumer 
goods, bought primarily by the upper income groups. These goods were 
imported during the period of  export-oriented growth, and their costs were 
increased first  by measures designed to restrict imports due to the exchange 
shortage, and later by the gradual expansion, at higher relative costs, of 
internal production. This has been a common development in those countries 
which have advanced a long way with import substitution, and it has shifted 
the relative price structure against the high-income groups and in favour  of 
those with low incomes. 

But on the whole the shift  to an internally-oriented growth altered the 
income distribution structure less in Argentina than in the other countries 
of  the region where the shift  occurred. The bulk of  the labour force  had 
long been employed in non-agricultural activities, the economy was pre-
dominantly urban well before  the period of  export-oriented growth came to 
an end, and for  more than a decade following  the world economic crisis 
at the end of  the twenties no change in the economic structure took place. 
And although there has been a major decline in the relative importance of 
the agricultural sector since the forties,  its impact on the income distribution 
structure has been limited by the fact  that there are no sharp differences  in 
average income levels among the major sectors. 

is Periods of  recession are sometimes said to reduce inequality in general by 
reducing profits  more than wage and salary incomes, but this has not necessarily been 
the case in Argentina. While the depression of  the thirties reduced agricultural profits, 
the import restrictions imposed by the exchange shortage may well have improved 
the profit  position of  an important part of  the urban sector. And the periodic reces-
sions of  recent years, linked as they have been to inflation  and stabilization programmes, 
have also had mixed effects  on the profit  positions of  different  groups, and have as a 
rule been characterized by rising rather than declining profit  shares. 
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Chapter n 

THE DISTRIBUTION OF INCOME IN 1961 

The present chapter describes in detail the distribution of  income in 
a recent year, 1961, and, in so far  as possible, relates that distribution to the 
economic and social structure of  Argentina. 

It needs to be stressed, however, that the distribution of  income which 
is analysed, both in this and in the following  chapters, is the distribution of 
personal income. 1 This leaves aside some aspects which, in a broader 
framework,  might have been considered: for  example, the share of  the gross 
product which goes abroad, or the share of  gross profits  in the wider sense 
of  including not only personal income but also corporate earnings, etc. 

Further, the primary point of  view from  which the distribution of 
personal income is analysed is that of  the degree of  inequality which it dis-
plays. The relative "fairness"  with which a society distributes what it produces 
is a fundamental  criterion by which, along with others, an economy can be 
judged, and it is with this that the study is primarily concerned. There are 
other ways of  viewing income distribution. Perhaps the most divergent is 
from  the point of  view of  diflerent  economic groups (rentiers,  industrial 
entrepreneurs,  farmers,  etc.) and how this changes with, and helps or hinders 
economic growth. But there is also the distribution of  income between 
functional  groups, between different  regions of  the country, and others. To 
varying extents, these different  ways of  looking at the distribution are dealt 
with in following  sections, but always within the context of  determining how 
they affect  the degree of  inequality. Aspects of  income distribution which 
do not significantly  concern the degree of  inequality, regardless of  their 
importance from  other points of  view, are treated only marginally, if  at all. 

Of  the three years for  which detailed statistical estimates were made, 
1961 is the best suited for  an analysis of  this type. It is the most recent, and, 
within the context of  conditions which currently prevail in the country, it can 
be regarded as reasonably normal in most respects — clearly more so than 
1959. But it is worth repeating that year to year changes have been so 
substantial during this period that no single year can be depicted as entirely 
"normal". This does not prove to be a serious obstacle from  the present point 
of  view, however, and the major conclusions drawn here can for  the most 
part be applied to any recent year. The changes, while substantial, have 

1 This means that, in comparison with the gross domestic product, such elements 
as depreciation, undistributed profits,  direct taxes on enterprices, indirect taxes and 
the factors  income from  abroad are excluded, while transfers  of  income to persons 
effected  by the public sector are included. 

50 



involved shifts  in relative importance of  the different  groups, rather than 
reversals of  any of  the central relationships underlying the income structure. 

1. CHARACTERISTICS OF THE BASIC DATA 

While it is the interpretative analysis which is of  interest here, it is 
useful  to preface  this with a brief  statement of  the basic statistical data on 
which it is based, which also applies to the data 1953 and 1959. This is 
useful  because the sources of  data and the methodology followed  were 
somewhat different  from  those underlying most income distribution estimates, 
since for  Argentina it was possible to obtain a much more integrated set of 
estimates of  the income distribution structure than is commonly available 
from  studies in this area. 

Most income distribution studies have been based on data derived either 
from  personal income tax returns, or from  sample surveys; but neither of 
these sources was expected to be adequate in the case of  Argentina. Personal 
income tax returns covered too small a proportion of  the population, and 
evasion was too extensive to make these a reliable guide even for  the higher 
income groups; and the limited experience with sample surveys had revealed 
difficulties  which indicated that these could be used only as a supplementary 
source for  the type of  estimates desired. 

The income distribution estimates for  Argentina were therefore  con-
structed from  a number of  independent partial sources. This first  of  all 
presented a problem of  aggregation: it was necessary to structure the sources 
so that, on the one hand, all income and all income recipients were included 
and, on the other hand, so as to avoid gaps in coverage and inconsistencies 
in definition  and classification.  This problem was met, essentially, by orga-
nizing the investigation within the framework  of  the system of  national 
accounts. This not only met the problem of  aggregation, but meant, in 
addition, that all the income distribution estimates obtained were directly 
comparable with the totals forming  the components of  other aggregates of 
the national income and the national product. 

Basing the estimates on a number of  partial sources offered  the advan-
tage that the composition of  the final  distribution could be readily described, 
and this is not a feature  of  most income distribution studies. The partial 
sources were selected so that each represented a meaningful  socio-economic 
group, and when these were combined to obtain the distribution in the 
economy as a whole, the place of  each of  these groups in the total distribution 
could be specified.  An articulated distribution of  this sort provides very 
considerable advantages from  an analytical as well as from  a policy point of 
view. It makes it possible te specify  with relative precision the important 
factors  in determining the distribution of  income which exists, and in the 
changes which occur. 

In selecting the socio-economic groups for  which partial income distri-
bution estimates were to be worked out, four  broad divisions were made 
along functional  lines: wage and salary earners, the self-employed,  retired 
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persons, and rentiers.  The first  two groups account for  the great bulk of  the 
population, and within each of  these there was a further  breakdown along 
sectoral lines. In all, data regarding individual incomes were collected, and 
the distribution of  income estimated, for  some twenty-five  different  socio-
economic groups; but in the course of  making the further  adjustments 
required to estimate the distribution with the family  as the income unit, the 
number of  groups for  which separate calculations could be made had to be 
reduced to fifteen.  The composition of  any income level can be described in 
terms of  these socio-economic groups; or, looked at in a different  way, the 
place of  any group or combination of  groups in the total distribution can 
be shown. 

The income data for  the different  wage and salary groups and for  retired 
persons were obtained from  sources which have been often  used in studies 
of  this type. Mostly the information  was obtained from  the registers of  the 
social security system (with adjustments to compensate for  the inadequate 
coverage of  those with higher incomes); the important exceptions were 
government employees, for  which information  was obtained directly from 
government accounts, and agricultural workers and domestic servants, for 
which special estimates had to be made. 

For the different  self-employed  groups, the estimates were made in so far 
as possible on the basis of  a special processing of  the economic census data 
available. This represents a departure from  sources which have been 
commonly used, and is one of  the most significant  methodological aspects 
of  the study. The self-employed  are of  considerable importance in Argentina, 
accounting for  well over one-fifth  of  all individual income recipients and for 
well over one-quarter of  all family  heads, and they dominate the upper income 
levels. While this importance is general throughout the region, income data 
for  this group is scarce and of  doubtful  reliability, and is the principal weak-
ness of  most income distribution studies. The use of  census data offered  two 
advantages: first,  these were among the statistical estimates of  which most 
experience had been obtained, and their techniques were therefore  better 
known and the results more reliable than was the case with sample surveys; 
and second, the income estimates were derived indirectly, on the basis of 
data covering the other aspects of  the fims'  operation, and were likely to be 
more reliable on this score as well — the tendency to understate income was 
circumvented by not directly inquiring about that variable. Incomes for  over 
two-thirds of  the self-employed  could be estimated on this basis; for  the 
remainder, and for  the rentier group, estimates were made essentially on the 
basis of  consumer and income survey data. 

The above are the organizational features  of  the statistical study which 
are of  greatest interest: the estimation of  a number of  partial distributions, 
each referring  to a meaningful  socio-economic group and made consistent by 
their organization within a national accounts framework,  thereby making it 
possible to describe the composition of  the resulting total distribution. The 
basic income data collected on this basis generally referred  to incomes 
received per occupation, and it was necessary to make various adjustments 



to obtain income distributions of  the sort desired. While these adjustments 
were a major part of  the statistical study, they need only be mentioned here, 
in part to illustrate the somewhat different  type of  error to which a study 
of  this sort is exposed. 

Starting from  the basis of  the total distribution of  occupations, it was 
first  necessary to separate these incomes which were secondary and combine 
them with the principal incomes of  the persons concerned. These adjustments 
yielded the first  distribution on which much analysis is based: the distribution 
of  all personal income by individual income recipient. The final  adjustment 
was to combine the incomes of  those individuals who formed  a part of  a 
single family  group, and the resulting distribution of  all personal income by 
family  is the one of  greatest general interest. This final  adjustment was a 
major one, as nearly one-third of  all individual income recipients in Argentina 
are not family  heads, but rather second income earners in a family  group. 

As the sources and methods used in the study differ  from  those com-
monly used in the making of  income distribution estimates, so are the 
qualifications  and possible errors of  a somewhat different  sort. Estimates were 
made for  each of  the three years 1953, 1959, and 1961, but some of  the basic 
sources used — essentially the various censuses — did not provide complete 
data for  each of  these three years. Income totals for  all of  the individual 
groups were available on an annual basis from  the national accounts, but in 
estimating the distribution of  these totals for  the self-employed  groups it was 
necessary to assume unchanging structures within the group to some extent. 
The assumptions were similar to those used in the estimation of  the national 
accounts themselves, and probably do not result in any significant  departure 
from  reality during the short time period covered. Of  somewhat more import-
ance, the family  income estimates were built up from  the occupational income 
data essentially by the use of  information  provided by the population censuses 
and a single consumer survey in 1963, and so assume unchanging structures 
between the different  income concepts. The estimates provide no information 
about changes in such aspects as secondary employment or multiple employ-
ment within a family  group, as there are assumed to have been constant 
over the period. 

The margin of  error generally associated with a statistical study relates 
to the probable accuracy of  the basic numerical data collected, but as is 
apparent from  the preceding paragraph, the possibility of  errors introduced 
by hypotheses made at various points in the Argentine study must also be 
taken into account. The margin of  error in the basic numerical data is 
relatively small, as this was collected on a disaggregated basis and hence was 
quite specific;  it could also be checked at various points with the national 
accounts figures.  The major points at which complete direct data were not 
available, and the estimates depended in part on hypotheses, were in estimat-
ing incomes for  some self-employed  groups and in estimating family  incomes, 
and a somewhat greater possible error must be allowed in those areas. But 
the study was carried out in considerably more detail than any previous 
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income distribution study in the region, and the over-all margin of  error of 
the estimates, as a consequence, is probably considerably smaller.2 

2. T H E DISTRIBUTION OF PERSONAL INCOME : A GLOBAL ANALYSIS 

Using the basic data described above, it is possible to focus  the analysis 
on different  aspects of  the income distribution structure. The analysis can, for 
instance, direct attention to the distribution of  income between wages and 
profits,  or between different  sectors of  the economy, or, to some extent, 
between different  regions of  the country. Each of  these aspects is considered 
separately in later sections, but in relation to their importance in determining 
relative income levels in the society, and this implies a judgement as to the 
income distribution which is of  primary concern. This is taken to be the 
distribution of  personal income, in which the relative income levels of 
persons or families  is of  primary importance, regardless of  their social or 
economic classification. 

The point of  departure for  analysing the distribution from  this point of 
view is therefore  by income level, or, as it is commonly called, the size 
distribution of  income. This shows the over-all inequality which exists, to-
gether with absolute incomes and their disparities at different  levels, and it is 
this which is the ultimate objective of  explanatory analysis. When, in later 
sections, the analysis is focused  on other aspects — functional,  sectoral and 
regional — it is always within this context, and for  the purpose of  clarifying 
the role of  these factors  in the distribution of  income by size. 

(a) Distribution  with the family  as the income unit 

As noted earlier, the income distribution estimates were made in several 
stages, so that different  types of  distributions are available. Two are of 
primary interest from  the present point of  view: the distribution of  personal 
income by individual income recipient, and the distribution of  personal 
income by family.  The former  is best suited to some purposes, both because 
greater disaggregation was possible at that level, and because fewer  hypo-
theses were required to estimate it. But distribution by family  is the most 
appropriate for  describing in over-all terms the existing situation. Most of 
the interest in income distribution estimates is ultimately based on a desire to 
know how welfare  is distributed in a society, and the family  plays a central • 
role in this respect. At a later point the income distribution by family  will 
be compared in detail with the distribution by individual income recpient; it 
need only be noted here that the latter distribution is significantly  more 
unequal than the former. 

For the reasons explained above, it is best to begin with income distri-
bution by size, that is, the share which each decile of  the population (ranked 
by income level) receives of  total personal income. This is shown in table 5, 

2 See CONADE/CEPAL, Distribución  del  ingreso y cuentas nacionales  en la 
Argentina  (Buenos Aires, 1965), 5 vols. 
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along with the average income of  each group, both in US dollars and as a 
percentage of  the national average. In addition to the different  deciles, figures 
are shown for  the highest 5 per cent and the highest 1 per cent of  all income 
units, as these are often  of  special interest (see table 5). 

TABLE 5. SIZE DISTRIBUTION OF INCOME WITH THE FAMILY AS THE INCOME UNIT, 1961 

Average income 
Share of  total  income Average income (national  aver-

Income  group (percentage)  (dollars)  a age = 100) 

1st decile 2.9 740 29 
2nd decile 4.1 1 030 41 
3rd decile 4.8 1 220 48 
4th decile 5.5 1 370 55 
5th decile 6.1 1 520 61 
6th decile 7.0 1 750 70 
7th decile 8.0 2 020 80 
8th decile 9.6 2 430 96 
9th decile 12.9 3 250 129 

10th decile 39.1 9 840 391 
Top 5 per cent 29.4 14 800 588 
Top 1 per cent 14.5 36 500 1 450 

a The dollar figures  (U.S.) are only estimates. They were calculated assuming a purchasing power parity 
rate of  65 pesos to the dollar. 

The figures  show a somewhat unusual income distribution structure in 
Argentina which differs  from  that of  other Latin American countries, and it 
is useful  to consider separately three broad groups in describing it: the 
poorest 20 per cent of  all families,  the following  50 per cent and the top 
30 per cent of  all families.  As with most classifications,  this is arbitrary to 
some extent. The lowest 20 per cent is a common classification  in income 
distribution studies, and is used here partly to facilitate  comparison. It is to 
some extent a homogeneous group in Argentina, but, as will be seen, the 
second decile is already a transitional group and might have been placed in 
the second category. The wide middle sector is quite homogeneous, and for 
some purposes could be extended even further.  It is marked by relatively 
little inequality in the distribution of  income among that half  of  the population. 
The top 30 per cent is not a homogeneous group. Its composition changes 
substantially from  one decile to the next, and incomes rise very rapidly. 
The latter is the "unifying"  characteristic of  the group; it is within this range 
that the inequality of  income is largely concentrated. 

It is the lowest income group which differs  most from  the usual pattern 
in other countries, and this is of  considerable importance. The lowest 
20 per cent of  all families  in Argentina receives slightly over 7 per cent of 
all personal income, while in most countries of  the region and in the 
industrialized countries the same group receives only about 5 per cent. 
Combined with the fact  that the average income for  the country as a whole 
is one of  the highest in the region, this means that the absolute incomes of 
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the poorest groups are relatively much higher than in the other Latin 
American countries. Only about 1 per cent of  all families  have an annual 
income of  less than 500 dollars, and the rise from  that level is rapid. For 
the first  decile as a whole the average is 740 dollars per family  and for  the 
second decile it is more than 1,000 dollars. 

The principal characteristic of  the middle group, from  the present point 
of  view, is that incomes rise relatively slowly, and this too is a rather distinc-
tive feature  of  the distribution in Argentina. The mean income from  one 
decile to the next rises, on an average, about 15 per cent in this range, and 
goes from  a little less than 50 per cent to 80 per cent of  the national average. 
The eighth decile might also be placed in this group, as it is transitional, with 
its mean some 20 per cent above that of  the preceding decile. Thus there is 
a wide segment of  the population, made up mostly of  working groups, but 
including a significant  number of  the self-employed,  where income levels, 
although modest, are quite adequate by regional standards (the average is 
about 1,600 dollars per family),  and where the variation is relatively small. 
That is, there is relatively little inequality within this group. 

Within the top three deciles the situation is very different.  Inequality 
within this group is very great, and there is a considerable concentration of 
income, both in the group as a whole vis-à-vis the rest of  the population, and 
in the highest income families  within the group itself.  The top 1 per cent of 
all families  received 14.5 per cent of  all income in 1961, the top 5 per cent 
received 29.3 per cent, and the group as a whole — the top 30 per cent — 
received 61.6 per cent of  the total. At the lower income levels of  this group, 
incomes are still below the national average (only 23 per cent of  all families 
have incomes that are above it), but they rise very rapidly. The average 
income in the top decile is nearly four  times the national average; the average 
of  the top 5 per cent is nearly six times the national average; and the 
top 1 per cent has an average income of  over fourteen  times the national 
average. This of  course means that, while incomes are moderate in absolute 
terms at the lower levels of  the group, they are large at the top. 

The social and economic factors  which produce this income distribution 
are numerous, and any effort  to define  them can for  the most part only be 
effective  at the level of  the more detailed analysis of  the distribution under-
taken in later sections. Nevertheless, it is useful,  at this point to note a few 
very general factors,  and also the probable broad consequences of  a 
distribution of  this sort. 

Two sorts of  influences  produce relatively high minimum family  incomes. 
The first  is the influence  of  the family  itself.  There are many occupations in 
Argentina which yield lower incomes than the figures  cited earlier; while 
only about 1 per cent of  all families  have incomes of  less than 500 dollars, 
some 13 per cent of  all individual incomes are less than 1,000 dollars. A 
large proportion of  those who receive these low incomes, however, are not 
family  heads, or, if  they are, another member of  the family  also has an 
income to supplement the family  total. Thus the family  serves as a partial 
means of  protection for  those with low incomes. At the same time, from  a 
somewhat different  point of  view, this means that the relatively high minimum 
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family  incomes are achieved in part only by more than one member of  the 
family  working, to a much greater extent than is the case at the higher 
income levels. 

The other type of  influence  is economic, and very basic. Argentina has 
a relatively adequate supply of  natural resources, especially of  land, which 
is likely to be a crucial factor  in determining minimum income levels. The 
population density is low, only about 8 persons per square kilometre, while 
the ratio of  arable to total land is higher than in most countries of  the region. 
Further, the rate of  population increase is much lower than in all other coun-
tries of  the region except Uruguay, so that pressures of  this sort arise less 
rapidly, and there is more time for  spontaneous adjustment to occur. 

As there does not seem to have been any particular pressure on the land 
at any time, an extensive type agriculture has been practised, incorporating 
techniques similar to those used in some of  the more industrialized countries. 
Productivity per person has thus been high in the agricultural sector, and 
this was a major factor  in the early rise of  a relatively large and prosperous 
urban sector. Urban unemployment has seldom been a serious problem, and, 
even with the relative stagnation of  the past decade, has been much less 
serious than in most other countries of  the region. These aspects of  the 
economy are discussed in other sections; here they are mentioned only in 
the briefest  form,  to indicate their importance in maintaining minimum 
incomes at relatively high levels. 

The wide middle group of  the population, where the dispersion of 
incomes is relatively small, is probably mainly a reflection  of  the very general 
economic organization which characterizes Argentina. This is to a large 
extent a political development, but it was made possible by the factors  noted 
above. In the agricultural sector average incomes are relatively large and it 
accounts for  only 16.3 per cent or all families.  In contrast to other countries 
Argentina is largely an urban society, without major unemployment or under-
employment problems in the urban areas, and with a high degree of  organi-
zation in all parts of  the economy, which has tended to narrow income 
differentials  in the wide range of  families  in the middle group. 

The great inequality observed in the top three deciles, with high absolute 
incomes and concentration of  total income in the top decile, are observable 
nearly everywhere in the region and do not reflect  anything unusual in 

< Argentina. There is a lack of  uniformity  in these three deciles, and any 
explanation must differentiate  between them. The eigth and ninth deciles are 
still composed mostly of  families  living on salaried incomes, although the 
proportion of  self-employed  is rising; and these groups therefore  reflect 
principally the relatively high incomes of  the middle and higher administrative 
and managerial personnel. It should be noted, however, that the average 
income in the eighth decile is still slightly below the national average, and 
in the ninth decile is only 29 per cent above the national average. In the top 
decile the situation is markedly different.  The average income is nearly four 
times the national average, and the group is dominated by entrepreneurial 
income. The concentration of  income in this top decile is thus essentially 
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a reflection  of  the concentration of  property ownership, although this should 
not be narrowly interpreted as meaning the possession of  property as such, 
but rather more broadly so as to include access to sources of  credit, market 
positions, and other factors  of  this sort. 

Some general comments on this kind of  income distribution may be 
useful.  The relatively high minimum income levels mean that virtually the 
entire population is a source of  effective  money demand so that, in relation 
to the population, the total market is larger than in many countries of  the 
region. Furthermore, since incomes rise rather slowly through the wide 
middle area of  the distribution, the structure of  demand is likely to be 
relatively homogeneous. With similar products consumed by a wide segment 
of  the population, the market for  individual items will again be relatively 
large, with the various economic advantages which this offers. 

At the same time, the considerable concentration of  income at the top 
offers  adequate opportunity for  a high level of  savings to support the invest-
ment required for  a rapid rate of  growth. Since this concentration of  income 
is mostly in the hands of  entrepreneurs  (see table 6) there is often  a direct 
link between savings and investment, so that a high savings and investment 
rate is more probable. This is a much more favourable  situation than if  the 
high incomes were mostly received by a rentier  group, for  example, or by 
non-residents. 

If  roughly this sort of  income distribution is assumed to have prevailed 
in Argentina for  some time, it may well have been an important factor  in the 
very considerable economic advance which was achieved during the first 
half  of  the century. However, in a relatively urban organized society like 

TABLE 6. FAMILY UNITS : DISTRIBUTION OF INCOME 

Wage-earners 

Mining 
and 

quarrying, Commerce  Transport,  General 
industry, and storage govern-

Agricul- and elec- financing and ment and 
ture and tricity, Construc-- institu- commu- other 

Income  groups fishing gas and tion tions nications services 
water 

1st decile 35.1 5.9 6.9 0.3 0.4 7.2 
2nd decile 16.2 23.0 14.2 1.9 4.3 10.7 
3rd decile 14.6 26.6 9.6 3.4 7.6 14.6 
4th decile 8.2 ">o e Zo.J O A O.V 3.9 1 A A 

IV. 
17.1 

5th decile 2.4 27.9 7.7 6.6 11.2 15.3 
6th decile 1.2 30.4 4.3 6.2 11.9 21.2 
7th decile 0.8 27.6 4.0 7.2 9.4 14.3 
8th decile 28.1 2.5 6.1 10.2 14.4 
9th decile 22.4 1.5 7.7 6.8 17.4 

10th decile 7.4 0.7 7.4 2.2 7.8 
Top 5 per cent — 4.7 0.6 6.4 1.1 4.4 
Top 1 per cent 2.4 0.6 5.0 0.1 1.0 

TOTAL 7.9 22.7 6.0 5.1 7.4 14.0 
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that of  Argentina, the continuation of  an income structure of  this type can 
give rise to serious problems. So long as growth is rapid these may not appear, 
as most or all groups will be better off,  but should the economy for  any 
reason begin to stagnate, attention is likely to turn rapidly to the distribution 
of  what is available. With the relative stagnation of  the past decade or more, 
the struggle over relative shares has become a major political and economic 
issue in the country. 

The distribution obtaining in 1961 must be analysed in more detail; 
for  this, the composition of  each of  the groups appearing in the total picture 
of  income distribution must be considered. 

Table 6 shows the composition, by socio-economic group, of  each of 
the ten deciles and of  the top 5 per cent and the top 1 per cent of  all families. 
Estimates by family  were possible for  some fifteen  socio-economic groups, 
and each of  these is shown, with sub-totals for  the two major functional 
groupings: wage and salary earners, and entrepreneurs.  The family  is used as 
the income unit, which affects  the composition shown in table 6. The basis 
for  placing a family  in any particular group is the principal source of 
income of  the family  head. But the family  often  includes a second income 
recipient, whose income may come from  a different  source (about half  of  all 
famihes  have a second income earner), or the family  head may have a 
secondary income from  another source. Thus the figures  cannot be strictly 
regarded as income flows  for  the different  socio-economic groups. 

From table 6 the place of  each socio-economic group in the aggregate 
distribution can be seen. The broadest conclusion which can be drawn from 
the table is that the over-all inequality in the distribution of  income is largely 

GROUPS BY SOCIO-ECONOMIC GROUP, 1961 (Percentages) 

Entrepreneurs 

Mining 
and 

quarrying, Profes- Retired 
Agricul- industry Transport sionals persons 

Domestic ture and and con- and stor- and inde- and pen-
service Sub-total fishing struction Commerce age Services pendents  Sub-total sioners Rentiers 

5.9 61 .6 18.3 8.9 — — 3.5 0 .3 31.1 7.3 — 

2 .3 72.5 7 .4 2 . 0 0 .3 — 3.2 2 .8 15.6 11.9 — 

0.5 76.9 6 .2 2.3 0.7 0.1 1.8 2 .2 13.3 9.8 — 

0.3 76 .2 3.9 2 .2 3.8 0.1 1.5 4 . 4 15.9 7 .9 0.1 
0 . 2 71 .2 3.6 3.5 7 .2 0 .2 1.6 7 .0 23.1 5.7 0.1 
0 .1 75.2 5 .8 1.0 5.7 0 .4 1.3 5.5 19.6 5.1 0 .2 
0 .1 63.4 8 .4 1.7 5.6 0 .7 1.5 13.1 31 .0 5 .5 0 .2 
— 61.3 8.7 2 .5 11.8 1.2 1.4 5 .5 31 .2 7.3 0 .3 
— 55.7 9 .4 5.1 7.5 2 .9 0 .8 11.2 36.9 6.5 0 .9 
— 25.3 12.4 14.0 17.1 7.3 1.2 16.8 68.3 2 .9 2 .9 
— 17.1 12.0 19.0 24 .8 6.6 1.6 14.1 78.1 1 .2 3.6 
— 9 . 0 17.9 28 .7 26 .6 2 .2 1.2 9 .2 85 .8 — 5.2 

0.9 63.9 8.4 4.3 6.0 1.3 1.8 6.9 28.6 7.0 0.5 

59 



the result of  differences  in the income levels of  wage and salary earners on 
the one hand, and of  the entrepreneurial group on the other. The income of 
the retired group is roughly in line with that of  wage and salary earners, and 
although the rentier  group is concentrated at the highest levels, the group is 
not large enough to affect  the aggregate distribution to any great extent. 

The entrepreneurial group accounts for  nearly one-third of  all families 
in the lowest income decile, owing to the substantial number of  small fanners, 
and, to a much lesser extent, of  small producers in the industrial sector. With 
that exception, it accounts for  well under 20 per cent of  the families  in the 
remaining deciles of  the lowest one-half  of  the distribution. From the second 
through the ninth decile its share rises moderately but steadily, and then in 
the highest income categories is much higher. In the top decile more than 
two-thirds of  all families  obtain their income from  some form  of  individual 
enterprise, and within the top 1 per cent this is true of  85 per cent of 
all families. 

The reverse of  course is true of  wage and salary earners' families.  They 
dominate the lower parts of  the distribution, then decline in relative import-
ance, notably at the very top of  the distribution. Only slightly more than one-
quarter of  all families  in the top decile are headed by salaried persons, and 
within the top 1 per cent they make up less than 10 per cent of  the total. 

The concentration of  wage and salary earners in the lower- and middle-
income brackets, and the domination of  the top income group by non-wage 
income recipients is probably characteristic of  all countries in the region 
— although very little specific  information  of  this sort is available. Two 
aspects of  this situation in Argentina are worth emphasizing, however, as they 
are of  some importance, and may not be common to the rest of  the region. 

First, large incomes in Argentina result only to a small extent from 
property income, in the sense of  income obtained without direct participation 
in the production process. The influence  of  the rentier  group is slight. It is the 
control of  property for  use in the production of  goods and services, combined 
with a certain (unknown) proportion of  managerial income which yields 
high incomes. 

Secondly, there are relatively few  self-employed  persons in the lowest 
income groups, and there are no significant  numbers of  self-employed  in the 
sorts of  marginal occupations that are common in some other countries. In 
the commerce, services, and independents categories, for  example, there are 
very few  self-employed  persons in the lowest income deciles. 

The significance  of  this is apparent when it is noted that, in 1961, some 
28.6 per cent of  all families  were headed by a self-employed  person, and that 
the enterprises operated by these individuals produced approximately two-
thirds of  the gross domestic product. The Argentine economy can be described 
as based on large numbers of  relatively small independent producers, and 
this can be usefully  stressed in discussing various aspects of  income distri-
bution, and other economic problems. 
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Once again, it may be helpful  to formulate  a few  general considerations 
regarding the effects  that may be associated with a distribution pattern of 
this kind. An economic structure of  this sort has often  been associated with 
a tendency toward high unit mark-ups and low sales volume per individual 
enterprise, which produces the sort of  income structure observed, that is, a 
large number of  individual producers with relatively high incomes. In the 
early stages of  industrialization, when economies of  scale are smaller, this 
may not be a serious obstacle to growth. A point is likely to be reached, 
however, when the high unit costs involved in such a structure become a 
serious obstacle to the continuing expansion of  the economy, particularly 

* of  the industrial sector. The income distribution is not conducive to rapid 
growth in such circumstances. 

Further, the more conventional policy measures for  reducing the inequal-
ity of  income may prove ineffective  in this environment. This is particularly 
likely to be true of  direct taxes. As the upper income groups are mainly 
self-employed,  the possibilities of  understating income in this group are 
numerous. Even in countries where evasion is not considered a serious 
problem, this group is often  given a preferential  status by the tax laws, partly 
to promote "small business" but partly, also, in implicit recognition of  the 
difficulties  of  effective  enforcement. 

Finally, income mobility is likely to be reduced in an economic structure 
of  this sort. Relatively small individually owned and operated firms  will 
generally give greater emphasis to personal considerations, and the better 
posts are likely to be given to members of  the family  or close friends.  It may 
thus be difficult  for  an "outsider", even if  more capable or with better train-
ing, to rise in the income scale. If  growth is rapid this may not be an 
important problem, as there will be numerous opportunities for  the establish-
ment of  new enterprises; but if  the economy is growing slowly, then this 
aspect may become more important. In an economy dominated by larger-
scale corporate-type organizations, decisions are likely to be made to a greater 
extent on an impersonal basis, and mobility will be greater. 

Apart from  the general distinction between wage and salary earners 
and the entrepreneurial group, there are differences  in the importance of 
individual socio-economic groups at different  income levels. These can be 
seen more clearly when the distribution is on the basis of  the individual 
income recipient as more details are available at that level, but certain differ-
ences are apparent in the distribution by family  (see table 6). 

The lowest income group (the poorest 20 per cent of  all families)  is 
dominated by the agricultural sector. Over 35 per cent of  the families  in the 
first  decile and over 16 per cent in the second decile are headed by farm 
labourers and about half  that number in each decile are headed by small-
scale farm  operators. Thus the sector as a whole accounts for  well over half 
of  all the families  in the lowest decile, and for  over a quarter of  those in 
the second decile. 

This heavy concentration of  agricultural families  in the lowest income 
groups is not primarily the result of  low average income levels for  the 
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agricultural sector as a whole. The average income per family  in the agri-
cultural sector is only about 20 per cent below the average for  the economy 
as a whole. It is rather the result of  a very unequal distribution of  income 
within agriculture itself.  Agricultural workers, who account for  somewhat 
less than half  of  all families  in the sector, are heavily concentrated in the 
low-income categories, and there are a large number of  small farmers  also 
in the lowest groups. At the other extreme, there are substantial numbers of 
large-scale farmers  and cattlemen in the higher income brackets. 

This low-income agricultural group is to an important extent a regional 
concentration. Agricultural workers' families  have relatively low incomes 
in all parts of  the country although they are lowest in the North, but the 
low-income small farmers  are almost entirely located outside the Pampa 
region. Three-quarters of  these are in the North, and most of  the remainder 
are in the other regions inland. Although over 40 per cent of  all independent 
farmers  are in the Pampa, very few  of  these fall  in the low-income group. 

There are also large numbers of  industrial workers, construction workers, 
workers in service trades, and retired persons in the second income decile, 
but their importance in the lowest income group as a whole is quite 
secondary to the dominance of  the agricultural sector in this range. 

The wide middle sector of  the distribution is characterized by the 
importance of  two socio-economic groups: industrial employees and govern-
ment employees, which between them account for  around 45 per cent of  all 
families  in this range. In both cases their importance continues through the 
ninth decile. Also of  importance are transport and communication workers, 
a quasi-governmental area in Argentina, although this group is concentrated 
rather more in the middle of  the distribution. It will be noted that these three 
socio-economic groups are the only ones, out of  a total of  fifteen,  with a 
"normal" distribution among the different  deciles, with relatively few  families 
at either extreme and the largest numbers in the middle deciles. 

With the partial exception of  the government sector, these groups are 
linked to the process of  industrialization, and this is evidence of  the way in 
which the industrialization process can lead to a better distribution of  income. 
The Argentine economy has advanced considerably in this direction — the 
three groups account for  44 per cent of  all families  — and this is a major 
influence  in the wide middle range of  the total distribution where income 
inequality is relatively small. 

The top income deciles are marked by the steady decline in importance 
of  those salaried groups which predominated in the middle range, and the 
offsetting  rise of  the entrepreneurial groups. The composition changes some-
what in each decile, but it is in the top decile, as noted earlier, that it is 
sharply reversed, and these latter groups become clearly dominant. This 
change is particularly striking among the self-employed  in the commercial 
and industrial sectors. In the ninth decile only 5 per cent of  all families  are 
headed by industrial entrepreneurs  but in the tenth decile this figure  rises to 
14 per cent within the top 5 per cent of  all families  it is 19 per cent, and 
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within the top 1 per cent of  families  it is well over 28 per cent. Such sharp 
changes are indicative of  the heavy concentration of  income in the hands of 
a few  persons at the very top in these groups. 

The concentration of  land ownership is sometimes emphasized in 
explaining the large share of  total income received by the highest income 
group, but other factors  are of  at least equal importance in Argentina. In 1961 
there were relatively small numbers of  agricultural proprietors in the top 
income group, but it is important to note that, in this respect, 1961 was not 
a representative year. Agricultural prices, the major determinant of  income 
levels in the sector, were relatively low, and so the number of  agricultural 
producers with high incomes was also abnormally low. It is probable that, 
on the average, around 20 per cent of  those in the top decile derive their 
incomes from  agriculture. But even with this correction, it is clear that the 
great bulk of  high incomes in Argentina are derived from  urban activities. 

(b) Distribution  with the individual  income recipient as the income unit 

When the calculations are made with the individual, rather than the 
family,  as the basic income unit, the distribution of  personal income is rather 
more unequal, mostly owing to the smaller share received by the lowest 
income group. Table 7 presents the same information  for  the distribution by 
individual income recipient as was shown in table 5 for  the family  distri-
bution: the percentage share of  total income of  the different  groups and the 
average income in each group, both in dollars and as a percentage of  the 
national average. 

Average incomes are, of  course, substantially lower at all levels, as they 
represent the earnings of  individuals rather than the pooling of  family  incomes; 
the average individual income was 1,690 dollars in 1961, whereas the average 
family  incomes was 2,520 dollars. In relative terms, however, it is in the 

TABLE 7. SIZE DISTRIBUTION OF INCOME WITH THE INDIVIDUAL INCOME RECIPIENT 
AS THE INCOME UNIT, 1961 

Share of  total  income Average income Average income (natio^ 
Income  group (percentage)  (dollars)  a nal average = 100,) 

1st decile 1.9 320 19 
2nd decile 3.3 570 33 
3rd decile 4.2 710 42 
4th decile 5.1 870 51 
5th decile 6.0 1 020 60 
6th decile 7.1 1 200 71 
7th decile 8.3 1410 83 
8th decile 10.0 1 690 100 
9th decile 13.2 2 230 132 

10th decile 40.9 6 920 409 
Top 5 per cent 31.2 10 600 624 
Top 1 per cent 16.3 27 600 1 630 

a The dollar figures  (U.S.) are only estimates. They were calculated assuming a purchasing power parity 
rate of  65 pesos to the dollar. 
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lowest deciles that the change is concentrated. The lowest 20 per cent of  all 
individuals received only 5.2 per cent of  total income (compared with 7 per 
cent in the family  distribution), and most of  the decline reflects  a fall  in the 
share of  the bottom decile. The average income in the first  decile was only 
320 dollars or 19 per cent of  the national average. In the family  distribution, 
the average income of  the lowest decile was 740 dollars, well over double that 
amount, and 29 per cent of  the national average family  income. Although 
less marked, the same divergences can be seen in the second decile. As was 
noted earlier, many individuals receive quite low incomes, but these persons 
for  the most part are members of  a family  group with other sources of 
income, so that minimum family  incomes are much higher. 

Incomes rise more rapidly throughout the distribution by individual 
income recipient, so that as a whole it is more unequal than the distribution 
by families,  and there is not, to quite the same extent, the wide middle part 
of  the distribution where incomes rise slowly. Each decile through the fourth 
has a lower share of  total income than in the family  distribution, the fifth 
decile has the same share in each distribution, and the top five  deciles have 
a larger share here than in the family  distribution. In relative terms, however, 
the difference  is only marked in the first  three deciles and at the very top: 
the top 1 per cent of  individuals received 16.3 per cent of  the total as against 
14.5 per cent in the family  distribution. 

An examination of  the composition of  the different  income categories by 
socio-economic group not only shows how this composition differs  from  that 
of  the distribution by family  but also shows more clearly the reasons for  the 
greater inequality just discussed. Table 8 presents this composition in detail; 
while similar to table 6 above, it differs  in two respects which should be 
noted. First, at this level of  analysis it was possible to estimate the distribution 
for  a greater number of  socio-economic groups, twenty-one in all, and all of 
them are shown.3 Second, and contrary to the earlier figures  shown, those 
in table 8 can essentially be regarded as income flows  to the different  socio-
economic groups. The only qualification  is that in some cases individuals have 
a second income from  another sector. These second incomes are included so 
that the totals refer  to all personal income, and are comparable to the totals 
of  the family  distribution discussed earlier. While secondary incomes are 
fairly  common in Argentina — they account for  some 6 to 7 per cent of  total 
personal income — their inclusion does not significantly  affect  the income 
distribution structure (see table 8). 

The same broad conclusion about the cause of  the over-all inequality 
can be drawn from  the distribution in this form.  It results to a large extent 
from  the split between income receipts by wage and salary earners on the 
one hand and the self-employed  group on the other. In the lowest deciles the 
self-employed  account for  only about 10 per cent of  all individuals. After  the 
third decile, their share rises steadily, and is much higher in the top decile, 

8 For purposes of  comparison with table 6, a note to table 8 specifies  those 
groups which had to be combined in estimating the family  distributions. 



where they account for  over 61 per cent of  the total. The share of  wage and 
salary recipients fluctuates  somewhat, but on the average is some 70 per cent 
through the first  eight deciles, and then falls  markedly. In the top decile, 
however, this group is rather more than one-third of  the total, a significantly 
higher share than it represented at the same level in the family  distribution. 

These two functional  groups do not dominate the distribution to quite 
the same extent as before,  however, as the retired group is of  considerable 
importance here. In the family  distribution, retired persons were not a major 
influence  at any income level, and more or less followed  the pattern of  wage 
and salary earners. Here, however, retired persons are concentrated in the 
lower half  of  the distribution, and are the most important single socio-
economic group in the first  two deciles. The reason for  this change, and the 
more specific  way in which the family  influences  the distribution, can best 
be shown by noting the aggregate importance of  the different  functional 
groups in the two distributions. The percentage shares of  each of  the four 
groups in the totals, in the family  and in the individual distributions, were 
as follows  : 

Individual Family 
distribution distribution 

Wage and salary earners 63.9 65.4 
Self-employed 28.6 21.6 
Retired persons 7.0 12.2 
Rentiers 0.5 0.7 

These figures  show tho changes which are important to note. First, 
although over 12 per cent of  all individual income recipients were retired 
persons, and these were a major group in the lower deciles of  the distribution 
calculated on this basis, only 7 per cent of  all family  heads were retired 
persons, and the group was therefore  not of  significance  in the family 
distribution. Most retired persons had relatively low incomes, and for  this 
group the family  serves to raising minimum income levels. Slightly over 
60 per cent of  all retired persons were secondary income recipients in a 
family  group. 

The second important change is in the position of  the self-employed. 
This group makes up a substantially larger part of  the total in the family 
distribution than in the distribution of  individual income recipients, while the 
other three functional  groups are all of  lesser importance in the family 
distribution. While these other groups all include relatively large numbers 
of  persons who are secondary income recipients within a family  group (the 
extreme case is that of  retired persons), this is only occasionally the case 
with a self-employed  person; nearly 90 per cent of  the self-employed  are also 
family  heads. This is a further  reflection  of  the fact  that self-employment  is 
a relatively remunerative activity in Argentina, not only for  the most success-
ful,  but for  the great majority of  those so employed. 
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TABLE 8. DISTRIBUTION OF INDIVIDUAL PERSONAL INCOME RECIPIENTS: 

Wage  and salary  earners 

Income  group 
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(1) (2) (3) (4) (5) 16) (7) (8) 9) (10) 

1st decile . . 15.9 8.9 1.0 2.9 0.8 5.5 21.5 
2nd decile . . 21.6 0.2 11.7 0.6 — 2.2 0.4 5.0 — 15.3 
3rd decile . . 29.0 0.4 12.5 0.9 — 5.6 0.5 6.5 — 10.6 
4th decile . . 14.4 0.6 20.6 1.6 0.2 9.6 2.6 9.6 0.1 3.4 
Sth decile . . 5.5 0.5 24.1 2.5 0.5 9.8 6.8 3.0 0.2 1.1 
6th decile . . 4.0 0.4 23.3 2.6 0.9 7.3 8.9 4.4 0.6 0.7 
7th decile 0.3 23.0 2.5 1.6 5.7 11.1 4.3 1.1 — 

8th decile . . 0.7 0.3 21.8 3.5 2.0 3.8 12.1 5.2 1.9 — 

9th decile . . 0.3 1.4 17.3 4.3 2.1 2.3 9.5 3.8 3.0 — 

10th decile — 0.8 6.4 4.3 0.9 0.8 3.6 3.2 3.2 — 

Top 5 per cent — 0.3 1.7 3.6 0.4 0.4 1.5 2.7 3.0 — 

Top 1 percent — — 0.1 2.6 0.2 0.4 0.1 2.8 0.5 — 

Total 9.2 0.5 17.4 2.4 0.8 5.0 5.6 5.0 1.0 5.2 

Note  : For purposes of  comparison with the distribution on family  units in table 6, columns (2), (3), (4) 
and (5) in this table have been amalgamated into one column in table 6; the same procedure has been followed 
with columns (8) and (9), columns (11) and (12) and columns (19) and (20). 

As was noted in the discussion of  the family  distribution, families  with 
more than one income recipient tend to be concentrated in the lower part 
of  the distribution; the family  serves much more to protect minimum income 
levels than to increase incomes in the higher brackets. Further, these 
secondary income recipients are not evenly spread throughout the different 
socio-economic groups, but rather tend to be concentrated in a few  groups. 
Thus the composition by socio-economic group is rather different  in the 
distribution by individuals, and since the secondary income recipients are 
mostly in the lower income groups, it is the composition of  these groups 
that is most affected. 

In the family  distribution, the lowest income group (the lowest 20 per 
cent) was dominated by the agricultural sector, but in the distribution by 
individuals this is not the case. There are four  socio-economic categories of 
major importance here in the lowest income group. The most important 
category is retired persons, followed  quite closely by domestic servants and 
agricultural workers, and, at a considerably lower level, by industrial workers. 
These four  groups among them account for  some 70 per cent of  all income 
recipients in the lowest 20 per cent of  the distribution. 

The great majority of  these individuals are not family  heads, and hence 
do not appear as units in the composition of  the family  distribution. The case 
of  retired persons was mentioned above. Domestic servants are heavily 
concentrated in the lowest deciles of  the distribution, but this is the extreme 
case of  divergence between the two distributions; only one-eighth of  the 
persons so occupied are family  heads. In part, this is by definition,  as 
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COMPOSITION OF INCOME GROUPS BY OCCUPATIONAL GROUP, 1961 (Percentages) 
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(11) (12) (13) (14) (15) (16) (17) (18) (19) (20) (21) (22) (23) 

2.1 7.9 66.6 3.1 5.3 1.1 2.6 12.1 0.2 21.1 
3.0 6.2 66.2 3.2 2.3 0.2 — 0.9 0.1 1.9 8.6 0.1 25.1 
3.4 5.4 74.8 4.5 1.9 0.4 — 1.1 0.1 2.5 10.6 0.2 14.4 
7.5 4.3 74.4 3.3 0.4 1.3 — 0.9 0.1 3.3 9.5 0.3 15.9 

13.6 2.7 70.2 3.4 1.0 2.5 — 1.8 0.1 6.1 14.9 0.2 14.7 
17.0 1.8 71.8 4.7 1.9 2.6 0.1 1.5 0.2 4.2 15.1 0.5 12.6 
17.8 1.7 71.2 3.5 2.5 5.5 0.3 1.3 0.2 6.7 19.9 0.7 8.2 
15.9 1.2 68.4 5.7 2.1 7.5 0.6 1.4 0.6 7.4 25.2 0.9 5.5 
11.1 0.9 55.9 11.2 2.7 11.7 1.5 1.5 1.6 9.3 39.5 1.2 3.5 
9.3 1.1 36.6 14.3 12.1 14.1 6.3 1.1 9.3 4.1 61.3 3.0 1.9 
5.5 0.8 19.9 14.9 16.8 18.9 8.1 1.3 13.6 1.6 75.8 3.7 1.1 
0.1 0.7 7.4 15.2 28.2 30.0 3.6 1.4 8.7 0.1 87.2 5.3 — 

10.0 3.3 65.4 5.6 3.2 4.6 0.9 1.2 13 4.8 21.6 0.7 12.2 

domestic servants who live in the house where they are employed are counted 
as members of  that household. Of  those who live elsewhere  (about half  of  the 
total), the great majority are secondary income earners in another family. 

Many of  the lowest income agricultural workers are also not family 
heads. Particularly among the migratory workers in the north of  the country, 
whole families  are often  taken on to work, and there are even substantial 
numbers of  children under 14 years of  age in these income groups. Of  all 
agricultural workers, over 40 per cent are secondary income earners in a 
family  group, so that there are only somewhat more than half  as many farm 
labourers' families  as there are individual farm  workers. Nevertheless, since 
farm  workers are heavily concentrated in the lowest income deciles, whole 
families  still have low total incomes, and this socio-economic group, as noted, 
was the most important one in the low-income category in the family  distri-
bution. It should be mentioned, however, that on the basis of  individual 
incomes, the largest numbers of  farm  labourers are not in the two lowest 
income deciles, but rather in the third decile of  the distribution. 

^ The number of  industrial workers in the low-income category is consi-
derably smaller than the numbers in the other three groups just noted. 
Further, there is no concentration of  industrial workers in the lower income 
deciles, these being much more important in the middle range of  the income 
distribution. As a result, although the lowest income recipients in the 
industrial group are also often  secondary income earners, this is of  less 
consequence for  the position of  the group in the two distributions. A much 
higher proportion of  income earners are family  heads, and there are signi-
ficant  numbers in the lowest income group in the family  distribution, although 
the group is much more important in the middle range of  that 
distribution too. 
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A further  aspect of  these low-income, secondary earners is that in some 
sectors they are largely women. This is, of  course, the case with domestic 
servants. Although precise data are not available, many of  the lowest income 
recipients in the industrial sector are women employed in light industry; the 
same is true of  commerce and of  other services, although the numbers 
involved in these last two groups are much smaller, and therefore  have not 
been separately treated. In agriculture the situation is quite different.  Very 
few  women are employed in this sector, and the large number of  secondary 
income earners is a reflection  of  stronger family  ties and somewhat larger 
families,  as well as of  the larger percentage of  the male population actively 
employed in the rural areas (that is, more minors and older persons are 
actively employed). 

The composition of  the middle and upper ranges of  the distribution, 
by socio-economic group, is not basically different  from  that already dis-
cussed earlier when dealing with family  distribution. Since the multiple-
income families  are concentrated in the lower part of  the distribution, this 
similarity in the middle and upper ranges is, of  course, to be expected. Some 
differences  can be seen in the third and fourth  deciles in table 8, where 
secondary income recipients are still a factor.  Agricultural workers and 
retired persons continue to be an important part of  the total, and wage and 
salary earners in the industrial sector and in government do not dominate 
the middle deciles to quite the same extent, partly because of  the larger 
number of  socio-economic groups shown in table 8. 

Since some of  the socio-economic groups shown are relatively small, 
they are not an important part of  any of  the deciles, and hence have not been 
specifically  mentioned, either here or in the discussion of  the family  distri-
bution. In combination, they may be important, however, and it is of  interest 
to note the way in which each of  the socio-economic groups is distributed 
among the ten deciles. This can best be done by computations of  a somewhat 
different  sort, and these are shown in graphic form  in figure  1. For any 
socio-economic group, the vertical scale shows the percentage of  that group 
which falls  into each of  the ten deciles, and each curve shows the distribution 
of  a particular socio-economic group among the deciles. The absolute size 
of  the group is thus not a factor  taken into account here (see figure  I). 

Figure I is divided into six different  sections with that part of  the 
aggregate distribution in which the socio-economic groups shown tend to be 
concentrated as the basis for  the division. The top section of  the figure  includes f 
the three socio-economic groups which have their greatest numbers in either 
the first  or second decile: domestic servants, workers in "other services", 
and retired persons. These groups are heavily concentrated in the lowest 
deciles. Some 70 per cent of  all domestic servants are in the first  two deciles 
alone, and approximately 40 per cent of  each of  the other two groups are 
similarly situated. Relatively small numbers of  these groups are found  in 
the upper half  of  the distribution. 

The second section of  the figure  includes three socio-economic groups, 
the bulk of  which are in the lowest half  of  the distribution but not in the first 
two deciles: agricultural workers, and workers in construction and commerce. 
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Figure  I.  Percentage  distribution  of  individual  recipients  in each socio-economic group, 
by personal  income group, 1961. 
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Agricultural workers, like the three groups in the first  section of  the figure, 
are heavily concetrated in the bottom half  of  the distribution; only some 
12 per cent of  these workers have incomes placing them higher than the v 
fourth  decile. But the other two groups, while reaching their peaks in the 
fourth  or fifth  decile, are much more evenly spread throughout the 
distribution. 

The third section includes four  socio-economic groups which tend to be 
most heavily represented in what might be called the upper middle part of 
the distribution: workers in transportation, government employees, wage 
earners in industry (as distinct from  salaried employees), and the self-
employed in the services sector. These groups are more evenly spread 
throughout the distribution than is the case in any other section of  the 
figure.  None has significantly  more than 20 per cent of  its total concentrated 
in any single decile, and the percentage figures  fall  at both extremes of  the 
distribution. 

The fourth  section includes four  socio-economic groups which tend to be 
concentrated towards the top of  the distribution, although not in the top 
decile: workers in the mining sector, in public utilities, salaried employees 
in industry, and independent self-employed  persons. 

The last two sections of  the figure  include some seven groups which are 
most heavily concentrated at the very top of  the distribution, in the tenth 
decile. The difference  between the two is that the last section includes groups 
with a greater concentration in the top decile than is the case with those in 
the preceding section; except for  the difficulty  of  graphic presentation, all of 
these groups might have been placed in a single section. Employees of 
financial  institutions are the only salaried socio-economic group included 
among the seven. The others include five  self-employed  categories and the 
rentier  group. As will have been noted, only two self-employed  groups fall 
in other sections of  the figure  and, in both cases the concentration is in the 
upper half  of  the distribution. This is only a somewhat different  way of 
demonstrating the domination of  the top of  the distribution by the self-
employed groups, and their concentration in that part of  it. Of  the self-
employed groups shown in the last two sections, about 25 per cent of  all 
those in agriculture, about 35 per cent of  those in commerce and industry, 
and about 70 per cent of  the self-employed  in transportation and of  profes-
sional persons are in the top decile of  the distribution.4

 f-

3 . M O R E SPECIFIC DISTRIBUTIONS AND THEIR ANALYSIS 

The analysis in the preceding sections has been concerned with the 
over-all distribution of  income by size and the composition of  the different 
income levels, and this more general type of  analysis has already made 

4 The extent to which self-employed  persons in transport are concentrated in the 
top decile is less than is shown. Depreciation costs are particularly important in this 
sector, and their calculation at original cost overstates the real profits. 
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possible an evaluation of  the major determinants of  the income distribution 
structure. In the following  sections the distribution is considered from  several 

v more specific  points of  view, each corresponding to one of  the broad deter-
minants of  the over-all distribution. The more detailed analysis of  these 
more specific  ways of  viewing the distribution is of  interest in itself,  but the 
primary concern here is to examine more thoroughly the importance of  these 
factors  in determining the over-all size distribution of  income. 

(a) Distribution  of  personal income by function 

v As has been stressed earlier, the principal factor  in the over-all inequality 
of  income distribution in Argentina is the difference  in income levels between 
the major functional  groups. This difference,  and the relative importance of 
each of  the groups in the aggregate, is summarized in table 9. 

TABLE 9. RELATIVE POSITIONS OF THE FOUR MAJOR FUNCTIONAL GROUPS 

Percentage  of  total 
income recipients 

Percentage  of  total 
personal  income 

received  by group 
Average income 

(dollars)  » 

Wage and salary earners 65.4 48.3 1250 
Self-employed 21.6 43.1 3 370 
Retired persons 12.2 6.6 910 
Rentiers 0.7 2.1 4 810 

a The dollar figures  (U.S.) are only estimates. They were calculated assuming a purchasing power parity 
rate of  65 pesos to the dollar. 

In numerical terms, by far  the most important of  the different  functional 
groups is that of  wage and salary earners, which includes nearly two-thirds 
of  all income recipients. The self-employed  is the second largest group, with 
somewhat less than 22 per cent of  the total, and there are substantial 
numbers of  retired persons — over 12 per cent of  the total. Rentiers, however, 
are only a marginal group from  this point of  view, with less than 1 per cent 
of  the total. 

The situation with respect to the share of  total income received by these 
functional  groups is very different,  reflecting  the sharp disparities among them 

A in average income levels. Over 90 per cent of  all personal income is received 
by the two active groups — wage and salary earners, and the self-employed  — 
and despite the fact  that there are three times as many wage and salary 
earners as there are self-employed  persons, these two groups share that 
income in fairly  similar proportions. The two passive groups receive only 
small proportions of  the total, but again, owing to sharply differing  average 
incomes, these proportions are more alike than are the proportions of  income 
recipients which each represents. 

As noted, the average income varies considerably from  one functional 
group to another. The lowest average income, as is to be expected, is received 
by retired persons, but the average of  wage and salary earners is less than 
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40 per cent higher. The major split is between these two groups on the one 
hand, and the self-employed  and rentiers  on the other. The average self-
employed income is well over two and a half  times that of  the average wage v 
and salary recipient, and the rentier  average is some 40 per cent above that 
of  the self-employed.  It is this sharp split which is the major factor 
underlying the over-all inequality in Argentina's income distribution structure. 

Information  on the relative shares of  these groups through time might 
give an approximate idea of  longer-term changes in the distribution. Data 
of  the sort presented in table 9 are not available beyond the period of  the 
present study, but there are estimates of  the share of  wages and salaries in 
the gross product dating back to the mid-thirties. These estimates show that ' 
the share of  the total going to wages and salaries during the early sixties was 
approximately the same as or perhaps even slightly lower than during the 
mid-thirties. This would support the view that the over-all distribution of 
income during the two periods had certain similarities. 

This lack of  a longer-term upward movement in the share of  wages 
and salaries in Argentina is contrary to the experience of  many other coun-
tries. There has been a rather widespread rise in the share of  wages and 
salaries in total income during this period, and the reasons for  the increase 
and its precise meaning have been a major issue in the conceptual discussion 
of  income distribution problems. The shift,  it may be noted, has also coincided 
in time with a lessening in the inequality of  the income distribution in some 
countries for  which longer-term data are available. 

However, while there has been no consistent upward trend in the share 
of  wages and salaries in Argentina, there was a sharp increase in this share 
during the final  years of  the forties.  After  continuing at a substantially higher 
level for  the better part of  a decade, this movement was reversed, and the 
share fell  again to the lower level. This movement, which coincided with 
changes in the inequality of  the income distribution, appears to have been 
more related to policy measures than to lasting structural changes in the 
economy. 

Apart from  the aggregate-type information  shown in table 9, it is of 
interest to know the way income is distributed within the different  functional 
groups, and how incomes at different  levels of  the distributions compare in 
absolute terms. This information  is given in table 10, along with the corres-
ponding data for  the aggregate distribution for  purposes of  comparison. , 

The distribution of  income among wage and salary earners is consider-
ably less unequal than is the case with the distribution of  aggregate income. 
The top decile of  wage and salary earners received considerably less (27 per 
cent of  the total as compared with 40.9 per cent received by the top decile 
in the aggregate distribution), while all the other deciles received propor-
tionately more, with the increases being relatively at their greatest in the 
lower half  of  the distribution. 

The distribution of  income among the self-employed,  by contrast, is 
even more unequal than the aggregate distribution. There is a greater concen-
tration of  income in the top decile (48.1 per cent as compared with 40.9 per 
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cent in the aggregate distribution), and a slightly greater concentration in 
the ninth decile. All the other deciles received proportionately less, and the 
difference  is again relatively larger in the lowest deciles. If  the distribution 
of  the self-employed  is compared directly with that of  wage and salary 
earners the contrast is, of  course, striking. The share of  the top decile in 

TABLE 10. DISTRIBUTION OF PERSONAL INCOME IN THE FOUR MAJOR FUNCTIONAL GROUPS 

Income  group 

Distribution 
Aggregate  among retired 
distribution  persons 

Distribution 
among wage 
and salary 

earners 

Distribution 
among self-

employed 

Distribution 
among 

rentiers 

(a) Distribution  of  personal  income (percentages) 
1st decile 1.9 3.3 2.4 1.3 1.3 
2nd decile 3.3 4.8 4.5 2.4 2.6 
3rd decile 4.2 6.2 5.6 3.3 2.9 
4th decile 5.1 6.9 6.7 4.2 3.4 
5th decile 6.0 8.0 7.7 4.8 4.1 
6th decile . . . 7.1 9.6 8.9 5.8 5.2 
7th decile 8.3 10.7 10.5 6.9 6.6 
8th decile 10.0 12.4 11.9 9.4 8.7 
9th decile . . . 13.2 14.5 14.8 13.9 13.5 

10th decile 40.9 23.6 27.0 48.1 51.6 
Top 5 per cent 31.2 14.7 17.5 36.5 39.4 
Top 1 per cent 16.3 4.7 6.7 17.9 17.9 

(b) Average incomes (dollars)  a 

1st decile . . . 320 300 310 440 610 
2nd decile .. 570 430 560 820 1 270 
3rd decile . . 710 560 700 1 100 1 370 
4th decile . . . 870 620 840 1 400 1650 
5th decile 1 020 730 960 1 640 1 980 
6th decile — 1 200 870 1 120 1 940 2 520 
7th decile . . . 1410 970 1 310 2 320 3 180 
8th decile . . . 1 690 1 120 1 490 3 160 4 190 
9th decile . . . 2 230 1 320 1 850 4 700 6 510 

10th decile . . . 6 920 2140 3 370 16 200 24 800 
Top 5 per cent 10 600 2 660 4 380 24 600 37 900 
Top 1 per cent 27 600 4 280 8 380 60 300 86 200 

(c) Average incomes (national  average at each level = 100) 
1st decile 100 94 95 136 189 
2nd decile 100 76 99 146 224 
3rd decile 100 79 98 155 193 
4th decile 100 72 96 161 190 
5th decile 100 71 94 160 194 
6th decile 100 73 94 164 213 
7th decile 100 69 93 165 226 
8th decile 100 66 88 187 248 
9th decile 100 59 83 211 293 

10th decile 100 31 49 234 359 
Top 5 per cent 100 25 41 233 359 
Top 1 per cent 100 16 30 218 312 

a The dollar figures  (U.S.) are only estimates. They were calculated assuming a purchasing power parity 
rate of  65 pesos to the dollar. 
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self-employment  income is nearly twice the share of  the top 10 per cent of 
wage and salary recipients, while all the other deciles receive proportionately 
less, and markedly less in the lower half  of  the distribution. 

When average incomes are calculated at different  levels in each of  the 
distributions, the way in which functional  differences  contribute to the over-all 
inequality can be seen even more clearly (see sections (b) and (c) of  table 10). 
In the wage and salary distribution, average incomes are quite close to those 
of  the aggregate distribution through the ninth decile; they are always 
slightly below the aggregate averages, and in the eighth and ninth deciles the 
gap widens somewhat. But it is only in the top decile that the difference 
becomes really marked. At that level average incomes in the wage and 
salary distribution are not quite half  those of  the aggregate distribution. 

The difference  between the two distributions is thus seen to be concen-
trated at the top. Throughout the bulk of  the distributions incomes move 
in a very similar fashion  and are nearly equal in absolute terms, but at the 
top there is a sharp rise in average incomes in the aggregate distribution, 
which does not occur to anything like the same extent in the wage and 
salary distribution. 

Average incomes in the self-employed  distribution, on the other hand, 
do not have a similar correspondence to the averages in the aggregate 
distribution. Self-employed  incomes are, throughout the distribution, well 
above the aggregate averages. In the lowest decile self-employed  incomes are 
rather more than a third above the aggregate figure,  and this difference 
increases substantially higher up the distributions; in the respective top 
deciles the average incomes of  the self-employed  are two and one-third times 
those of  the aggregate distribution. A direct comparison with average incomes 
in the wage and salary distribution again yields a sharper contrast, although 
here only in the higher deciles. In the respective eighth and ninth deciles 
self-employment  incomes are already well over twice as much as those of 
wage and salary earners, and in the top decile they are nearly five  times 
as much. 

These figures  demonstrate that self-employment  in Argentina is a 
relatively profitable  activity, not only for  the few  at the top who have been 
very successful,  but for  the great bulk of  the individuals so engaged. As just 
noted, those at the top do achieve very high incomes, and have a large 
percentage of  total income concentrated in their hands. But the less specta- r 
cularly successful  also do relatively well; considerably more than half  of  all 
entrepreneurs  achieved incomes above the national average in 1961, while 
fewer  than 20 per cent of  wage and salary earners managed to do so. And 
there was no significant  group of  self-employed  receiving abnormally low 
incomes; throughout the distribution average incomes were well above the 
corresponding level in the aggregate distribution. 

The income distributions among retired persons and among the rentier 
group need only be mentioned briefly.  Apart from  being less important in 
the total, these two groups have distributions resembling those of  wage and 
salary earners and of  the self-employed  respectively. The distribution among 
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retired persons is rather less unequal than that for  wage and salary earners 
and average incomes are lower, especially at the top of  the distribution. The 

y distribution among rentiers  is slightly more unequal than even that of  the 
self-employed,  and average incomes are higher, again especially at the top 
(see table 10). 

While the distribution of  income among wage and salary earners is 
appreciably less unequal than the aggregate distribution of  income, it still 
contains a considerable degree of  inequality. Wage and salary income comes 
close to being as unequally distributed in Argentina as is total income in 
those industrial countries characterized by the least income inequality, and 

"f  appears to be somewhat more unequally distributed than is wage and salary 
income in a number of  the industrial countries for  which such data are 
available. It is therefore  of  some interest to inquire into the composition of 
wage and salary income, and as far  as possible to specify  the reasons for 
the dispersion within the aggregate. It would be particularly useful  to know 
to what extent the differences  in wage and salary levels correspond to varying 
degrees of  skills and training. 

Table 11 shows the relative importance, in terms of  the number of 
persons employed as well as the average income, of  each of  the twelve 
categories for  which data were compiled within the wage and salary grouping. 
The table shows considerable variation in average incomes. Two groups 
— domestic servants and agricultural workers — have incomes far  below 
the average, and both groups comprise large numbers of  persons; between 
them they account for  over 22 per cent of  all wage earners. They consist very 
largely of  unskilled labour, there is relatively little dispersion of  income within 
the groups, and such dispersion as exists is due as much to regional variations 
in wage rates as to differing  scales for  different  types of  work. At a higher 
level, but still well below the average, are workers in other services, and 
also to a large extent, unskilled workers. 

TABLE 11. RELATIVE IMPORTANCE AND AVERAGE INCOMES OF THE DIFFERENT GROUPS OF WAGE 
AND SALARY EARNERS 

Sector  of  economic activity 

Percentage  of  wage 
and salary  earners 

employed 
Average income 

(dollars)  a 

Average income 
(average  income all 

wage and salary 
earners = 100J 

Financing institutions 1.5 2 630 211 
Industry (salary earners) 3.7 2 1 4 0 171 
Electricity, gas and water 1.3 1 930 154 
Mining and quarrying 0.8 1 790 143 
Transport and communications . 8.6 1 620 130 
General government 15.4 1 590 127 
Commerce 7.7 1 370 109 
Industry (wage earners) 26.0 1 260 101 
Construction 7.7 1 130 90 
Other services 5.1 920 74 
Agriculture and fishing 14.2 700 56 
Domestic service 8.0 530 4 2 

a The dollar figures  (U.S.) are only estimates. They were calculated assuming a purchasing power parity 
rate of  65 pesos to the dollar. 
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At the opposite extreme there are four  groups with incomes far  above 
the average: employees of  financial  institutions, in industry, in public utilities, 
and in mining. All these groups are relatively small, however; the four  <t 
together account for  only 7.3 per cent of  all wage and salary earners, with 
industrial employees making up half  that figure.  In an intermediate position, 
not so high as these groups but still well above the average, there are, however, 
two groups of  much greater importance: government employees and workers 
in transport and communications — a quasi-governmental sector. Between 
them they provide employment for  nearly one-quarter of  all persons in the 
wage and salary category. 

The groups mentioned thus far  include nine out of  the total of  twelve, * 
an each has an average income which varies more than 25 per cent from  the 
average income for  all wage and salary earners. The three remaining groups 
— construction workers, wage earners in industry, and commercial 
employees have in each case an average income within 10 per cent of  the 
aggregate average. Each of  these groups is large; wage earners in industry 
alone account for  26 per cent, and the three together for  over 41 per cent, 
of  all wage and salary earners. This is, of  course, an important factor  in 
determining the total average income. Still, it should be noted that two of 
these groups — wage earners in industry and commercial employees — 
include a rather wide variety of  different  types of  economic activity; and 
that they are the only groups out of  the total of  twelve which do not tend 
to be concentrated in any one part of  the distribution, but instead are spread 
fairly  evenly through the ten deciles. 

This is demonstrated in table 12, which shows the composition, by type 
of  economic activity, of  each of  the income categories of  the wage and 
salary distribution. As just mentioned, wage earners in industry and commer-
cial employees have roughly equal numbers in each of  the ten deciles, and 
their mean income is therefore  close to the aggregate average. Construction 
workers, on the other hand, tend to be concentrated in the middle deciles, 
and it is this which results in an average close to the aggregate. Each of  the 
other nine groups tends to be concentrated either in the higher or in the 
lower deciles, and hence to have an average income which departs 
substantially from  the aggregate average. 

In terms of  composition, the lowest deciles are dominated by domestic 
servants and agricultural workers, but they also have large numbers of  r 
industrial wage earners. In the upper half  of  the distribution, three groups 
account for  some 70 per cent of  the total: industrial wage earners, govern-
ment employees, and workers in transport and communications. However, 
the composition of  the élite  of  the salaried group, the top 1 per cent, is 
rather different.  Government employees are in the majority followed  by 
salaried employees in industry, commercial employees, and employees of 
financial  institutions. 

At this level of  analysis the inequality in wage and salary income would , 
not appear to be very closely linked to differences  in skill and training. 
Within most economic groups there is a tendency toward a concentration of 
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TABLE 12. WAGE AND SALARY EARNERS: INCOME DISTRIBUTION BY OCCUPATIONAL GROUPS (Percentages) 

Agriculture 
and fishing 

Mining  and 
quarrying 

Industrial 
wage 

earners 

Industrial 
salary 
earners 

Construc-
tion Commerce 

Transport, 
storage  and Electricity, 

commu- gas and 
nications  water 

Financing 
institutions 

General 
govern-

ment 
Domestic 

service 

Other 
services 

and 
housing 

1st decile 25.0 0.1 11.9 1.5 4.3 8.0 1.1 0.1 0.1 2.7 33.9 11.7 
2nd decile 26.3 0.3 19.2 1.0 3.6 9.5 0.7 0.0 0.0 5.1 23.8 10.5 
3rd decile 45.8 0.5 15.2 1.0 6.6 7.5 0.6 0.6 0.0 4.1 17.9 6.9 
4th decile 24.0 0.7 26.2 2.0 12.3 10.0 2.6 0.2 0.1 8.8 6.9 6.1 
5th decile 10.2 0.8 33.1 3.0 14.3 9.5 6.3 0.4 0.2 14.6 2.6 4.9 
6th decile 4.0 0.7 33.5 3.8 13.3 6.5 12.1 0.8 0.5 20.7 1.3 2.9 
7th decile 3.9 0.4 32.3 3.3 8.4 5.4 15.2 2.1 1.3 25.3 0.0 2.3 
8th decile 2.5 0.5 32.4 4.1 6.8 5.9 16.0 2.4 1.8 25.5 0.0 2.1 
9th decile 0.7 1.1 32.0 6.0 4.5 6.4 17.8 3.2 3.5 23.3 0.0 1.6 

10th decile 0.0 2.6 24.0 10.9 2.8 8.6 13.5 3.4 7.9 23.9 0.0 2.4 
Top 5 per cent 0.0 2.2 18.4 13.3 2.2 10.0 10.8 2.8 10.1 27.0 0.0 3.2 
Top 1 per cent 0.0 1.0 4.9 21.4 2.5 18.2 7.1 2.1 • 13.5 24.1 0.0 5.3 



incomes in some part of  the distribution, and if  the industry and commerce 
groups could be broken down into more homogeneous activities it is possible 
that these too would show such a tendency. Construction is the only fairly 
homogeneous group with some concentration in the middle deciles but large 
numbers in the lower and higher deciles as well. Since the concentrations in 
different  activities occur at widely differing  income levels, average incomes 
vary considerably, and this is the main reason for  the inequality in the 
aggregate distribution of  wage and salary income. If  the inequality resulted 
mostly from  differing  wage rates in line with differences  in skill and training, 
it might be assumed that there would be more distributions of  the type 
observed in construction.5 

Tables 13 and 14 show the same kind of  data as the two preceding 
tables, with the information  relating to the incomes of  the various self-
employed groups. Since income is very unequally distributed among the 
self-employed,  it is of  interest to know whether here too the inequality results 
largely from  widely diverging levels in the different  sectors. This appears to 
be much less so than in the case of  wage and salary earners, but the smaller 
number of  groupings and the special case of  the independents group makes 
the comparison less than perfect. 

Table 13 presents the average figures  on two different  bases, as it is 
possible at this level to distribute the independents among the other groups. 
Part A shows the self-employed  categories generally listed elsewhere in this 
study, with the independents as a separate group, while part B shows only 
the more meaningful  economic groupings with the independents divided 
among them. 

Part A of  the table would seem to indicate a situation similar to that 
found  for  wage and salary earners. Not one of  the groups has an average 
income close to the total self-employed  average. Two groups — independents 
and employees in the residual services area — have incomes far  below the 
total average, and over one-fifth  of  all the self-employed  are included in the 
independents group alone. At a much higher level, but still well below the 
average, are the agricultural producers, with more than one-quarter of  all 
the self-employed.  The other four  groups, which include somewhat less than 
half  of  all entrepreneurs,  have incomes well above the average. 

This picture is misleading, however, because of  the manner in which 
the groups had to be defined  in keeping with the basic data available. The 
independents grouping is not an economic sector, but simply small-scale 

5 While the average incomes of  the different  groups no doubt vary to some extent 
owing to variations in average levels of  training and skill, this does not seem to be 
more than a very partial explanation. The concentration of  workers in transport and 
communications in the upper half  of  the distribution, for  example, probably has more to 
do with the fact  that it is a quasi-governmental area (the distribution coincides closely 
with the distribution of  the government sector) than with the higher average level of 
training that prevails in it. Or again, within the government sector, income levels 
appear to be determined as much by the level of  government (local, provincial or federal) 
as by the level of  training. Data of  a more detailed type would be necessary, however, 
before  a final  conclusion could be reached in this area. 



producers in most of  the non-agricultural sectors. Thus they are more or 
less by definition  producers with relatively low incomes, and when they are 
included among the different  economic sectors involved — which is only 
possible at this aggregate level — the figures  are radically changed (see 
part B of  table 13). 

TABLE 13. RELATIVE IMPORTANCE AND AVERAGE INCOMES OF THE DIFFERENT SELF-EMPLOYED 
GROUPS 

Group 
Percentage  of  self-
employed  in group 

Average income 
dollars  a 

Average income 
(average  self-employed 

income = 100) 

A. With  the independents  shown separately  6 

Professionals 5.6 5 670 168 
Construction, industry, mining 14.8 5 300 157 
Transportation 4.2 4 730 140 
Commerce 21.3 4 210 125 
Agriculture and fishing 26.2 2 810 83 
Other services 5.8 1 720 51 
Independents 22.1 1 550 46 

B. With  independents  included  in 
the other groups 
Professionals 6.5 5 160 153 
Transportation 4.2 4 730 140 
Construction, industry, mining 24.4 3 930 116 
Commerce 28.6 3 520 104 
Agriculture and fishing 26.2 2 810 83 
Other services . . . 10.1 1 390 41 

a The dollar figures  (U.S.) are only estimates. They were calculated assuming a purchasing power parity 
rate of  65 pesos to the dollar. 

b The independents group includes small-scale entrepreneurs  in industry, construction, commerce, finance, 
electricity, and other services. 

TABLE 14. DISTRIBUTION OF SELF-EMPLOYED INCOME BY OCCUPATIONAL GROUPS 
(  Percentages) 

Agricul-
ture and 
fishing 

Mining 
quarrying 
industry 
and con-
struction  Commerce 

Transport 
and 

storage 
Profes-
sional 

Provision 
of 

services 
Indepen-

dents 

1st decile 31.4 35.5 0.9 0.3 0.4 9.7 21.8 
2nd decile 37.8 5.7 10.5 0.4 0.8 10.9 30.0 
3rd decile 24.7 10.9 16.8 0.2 0.8 10.0 36.7 
4th decile 18.1 12.1 25.9 1.2 1.2 7.4 34.1 
5th decile 23.9 9.3 27.0 1.9 1.7 5.8 30.4 
6th decile 30.4 5.7 27.7 2.9 2.6 4.6 26.1 
7th decile 27.4 8.3 30.3 4.1 4.2 4.7 21.1 
8th decile 27.2 13.5 23.2 9.2 10.1 2.0 14.9 
9th decile 24.2 16.5 19.8 13.8 19.1 1.6 5.1 

10th decile 17.2 26.6 30.9 7.6 15.2 1.8 0.7 
Top 5 per cent 19.6 31.5 32.6 4.1 10.3 1.6 0.2 
Top 1 per cent 23.3 43.0 25.6 1.0 5.3 1.7 0.1 
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On this basis, the only sector to remain with markedly low incomes 
is services and this too is an area where small-scale operations tend to pre-
dominate and hence where incomes might be expected to be relatively low. 
At the other extreme, professional  persons and those in transportation have 
average incomes well above the total self-employed  average. But it should be 
noted that these three groups, one with very low and two with very high 
incomes, include only slightly more than 20 per cent of  the self-employed. 
Nearly 80 per cent of  the total are included in the three broad categories 
of  industry, commerce, and agriculture, and the average income in these 
major sectors does not vary greatly. Agriculture is a little below the total 
self-employed  average, and industry and commerce a little above. 

An examination of  table 14 shows, further,  that the different  groups 
are not concentrated in one part of  the distribution to the same extent as the 
wage and salary groupings. Independents, and employers in the other services 
sector, tend to be concentrated in the lower half  of  the self-employed 
distribution and thus have low average incomes, while professional  persons 
and the self-employed  in transport and communications are concentrated in 
the higher deciles. But except for  independents, relatively small numbers of 
persons are involved. The three largest groups, agriculture, industry, and 
commerce, which together account for  close to two-thirds of  the self-
employed, are not concentrated in any one part of  the distribution. 

The wide range of  incomes in each of  the major sectors would support 
the view that high self-employment  incomes depend primarily on capacity 
and control of  the necessary capital assets, and relatively little on location 
in a particular sector which, for  one reason or another, is able to command 
relatively favourable  incomes for  the bulk of  its members. The only apparent 
exception of  the independents group, and the probable reason for  the pre-
valence of  lower incomes in the "other services" sector have already been 
noted. Professional  persons are concentrated in the upper deciles as this group 
is characterized by a high level of  training, and entry is therefore  restricted. 
The only group, then, which does not fit  this reasoning is transport and 
communications; and the concentration in the higher deciles here is at least 
partly due to the fact  that depreciation has been calculated at cost of  origin, 
as depreciation is an unusually important item in this sector. It should be 
noted, however, that estimates could be made only for  six separate entrepre-
neurial groups plus independents (compared with twelve wage and salary 
categories), and that if  a more detailed breakdown had been possible the r 

conclusion drawn here might have been modified  somewhat. 

(b) Distribution  of  income by economic sector 

Discussions of  income distribution in the region have often  pointed to 
differences  in income levels in different  sectors of  the economy as a major 
factor  in the existing inequality. As observed in the preceding section, there 
are in Argentina considerable differences  in income levels among wage and 
salary earners in different  types of  economic activity, and there is some 
divergence of  this sort among the entrepreneurial groups as well. Neverthe-
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less, sectoral differences  are probably much smaller than in most countries, 
and are a much less important factor  in the over-all inequality than the 
functional  differences  just discussed. 

In order to estimate the differences  in income levels in different  economic 
sectors, it is desirable to organize the data so that each sector includes the 
various functional  categories and functional  differences  are thus eliminated 
as far  as possible from  the comparisons. This can be done only with the 
data for  the two active groups — wage and salary earners and the self-
employed — and even here the sectors must be defined  to some extent by 
the basic data available. While this limitation prohibits the comparison of 
many relatively narrowly-defined  sectors (on the lines of  the comparison 
made with the wage and salary earners), it is still possible to show in some 
detail the relative distributions in the three broad types of  economic activity: 
agriculture, industry, and services. The nineteen different  active socio-
economic groups — that is, all the wage and salary and entrepreneurial 
groups — have been divided among these three major sectors as shown 
in the note to table 15. 

Table 15 shows the percentage of  the labour force  occupied in each of 
these broad sectors in 1961, as well as the percentage of  "active" personal 
income received and the average income in each. There are large differences 
in the absolute sizes of  the three sectors. Agriculture is much the smallest, 

TABLE 15. RELATIVE POSITIONS OF THE THREE MAJOR ECONOMIC SECTORS 

Sector 

Percentage  of 
active  labour 

force 

Percentage  of 
u active  " 
personal 
income 

Average income 

Dollars  A Total  = 100 

Agriculture 17.1 14.5 1 400 85 
Industry 33.6 33.5 1.650 100 
Services 49.3 52.0 1 740 105 

TOTAL 100.0 100.0 1650 100 

Note  : The nineteen active socio-economic groups were distributed among the three sectors as follows: 
Agriculture 

(1) Wage earners in agriculture and fishing; 
(2) Self-employed  in agriculture and fishing; 

Industry 
(3) Wage and salary earners in mining; 
(4) Wage earners in industry; 
(5) Salary earners in industry; 
(6) Employees of  public utilities; 
(7) Wage and salary earners in construction; 
(8) Self-employed  in mining, industry and construction; 

Services 
(9) Wage and salary earners in commerce; 

(10) Wage and salary earners in transport and communications; 
(11) Employees of  financial  institutions; 
(12) Government employees; 
(13) Domestic servants; 
(14) Wage and salary earners in other services; 
(15) Self-employed  in commerce; 
(16) Self-employed  in transport and storage; 
(17) Professionals; 
(18) Self-employed  in other services; 
(19) Independents. 
a) The dollar figures  (U.S.) are only estimates. They were calculated assuming a purchasing power parity 

rate of  65 pesos to the dollar. 
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with only 17 per cent of  the labour force  and a somewhat smaller share of 
total income; the industrial area is approximately double that size; while the 
services sector includes nearly half  of  the labour force,  and receives somewhat 
more than half  of  the total income. 

Average incomes, however, do not differ  greatly from  one sector to 
another. In the industrial sector the average is the same as the total average, 
in agriculture it is 15 per cent less, and in services 5 per cent more. The 
average income in the highest income sector — services — is less than a quarter 
more than that of  the lowest income sector, agriculture. This similarity 
contrasts sharply with the functional  differences  shown in table 9; the average 
self-employed  income is well over two and a half  times the average wage 
and salary income, and if  the two smaller functional  groups are considered 
the differences  are greater still. 

It is perhaps not too surprising that average incomes in the industrial 
and services areas should be so similar, and may be fairly  representative of 
the situation in most countries; but the fact  that average incomes in the 
agricultural sector are only 15-20 per cent below these levels is striking and 
should be emphasized.® In most countries of  the region agricultural incomes 
are much further  below those in other sectors. The relatively high incomes 
in the agricultural sector, and the relatively small proportion of  the labour 
force  occupied in agriculture, are major factors  in determining income 
distribution in Argentina, and also in many other aspects of  the national 
economy. 

Not only are average incomes in the industrial and services sectors 
nearly the same, but this similarity extends to the distribution of  income 
within each of  these sectors as well (see table 16). In terms of  the share 
of  the total received by the different  deciles, the two distributions are very 
similar, and this, of  course, means that average incomes at the different 
levels are also much the same. Average service incomes are slightly lower in 
the bottom deciles, significantly  higher in the upper deciles, and lower again 
at the very top of  the distribution. But the similarity between the two 
distributions is much more striking than the differences. 

The income distribution in agriculture does not parallel that of  the 
other two sectors to the same extent. It is clearly more unequal. There is a 
greater concentration of  income in the top two deciles, and the middle half 
of  the distribution receives a correspondingly smaller share of  the total. This 
means that, while absolute incomes at the bottom and the top of  the 
agricultural distribution are nearly equal to those in the other sectors, they 
are much lower through the middle range; from  the fourth  through the 
eighth deciles in particular, they are well below incomes in the corresponding 
deciles of  the other sectors. 

6 The comparison is even more favourable  in an average year. Agricultural in-
comes were abnormally low in 1961, whereas on the average they are about the same as 
those in the rest of  the economy. 
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TABLE 16. DISTRIBUTION OF PERSONAL INCOME IN THE THREE MAJOR ECONOMIC SECTORS 

Percentage 
of  total  "active"  In  the agricultural  In  the industrial  In  the services 

Income  group income sector sector sector 

(a) Distribution  of  personal  income (percentages) 
1st decile 1.8 1.9 2.0 1.8 
2nd decile . . . 3.4 3.5 3.8 3.2 
3rd decile . . , 4.2 4.2 4.8 4.3 
4th decile . . . 5.1 4.5 5.5 5.3 
5th decile . . , 6.1 5.0 6.2 6.4 
6th decile . . . 7.0 5.6 7.0 7.4 
7th decile . . . 8.3 6.6 8.1 8.4 
8th decile . . . 10.0 8.9 9.4 10.5 
9th decile . . . 13.0 14.0 12.1 13.6 

10th decile . . . 41.2 45.9 41.1 39.2 
Top 5 per cent 31.4 34.6 32.9 28.8 
Top 1 per cent 16.0 18.5 19.7 13.3 

(b) Average incomes (dollars)  a 
1st decile 320 340 350 330 
2nd decile . . . 600 520 670 590 
3rd decile . . . 750 630 860 800 
4th decile 900 680 970 990 
5th decile 1080 750 1 110 1 190 
6th decile 1240 840 1 240 1 400 
7th decile 1480 1 000 1 440 1 570 
8th decile 1 770 1 340 1 670 1 970 
9th decile 2110 2 150 2 550 

10th decile 7 320 6 910 7 290 7 350 
Top 5 per cent 11 170 10 450 11 680 10 810 
Top 1 per cent 28 500 27 890 32 950 18 720 

(c) Average incomes (aggregate  average at each level  — 100) 
1st decile 100 106 107 102 
2nd decile . . . 100 88 113 99 
3rd decile . . . 100 84 115 107 
4th decile . . . 100 75 107 110 
5th decile . . . 100 69 103 110 
6th decile . . . 100 67 100 112 
7th decile . . . 100 68 97 106 
8th decile . . . 100 75 94 111 
9th decile . . . 100 91 93 110 

10th decile . . . 100 94 100 100 
Top 5 per cent 100 94 105 97 
Top 1 per cent 100 98 116 66 

a The dollar figures  (U.S.) are only estimates. They were calculated assuming a purchasing power parity 
rate of  65 pesos to the dollar. 

This unequal distribution of  income within agriculture is a reflection 
of  the sector's structure. First, it is important to note that minimum incomes 
are no lower than in the other sectors; as has been stressed, pressure on 
the land is not great in Argentina and this, combined with other factors, 
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such as former  social policy, has kept minimum income levels relatively high. 
Wage earners in agriculture, however, are heavily concentrated in the lower 
income levels; there is relatively little variation in wage rates, and what 
variation there is may be largely ascribed to regional differences.  Thus 
income levels rise slowly from  one decile to the next through about the 
seventh decile, and fall  well below those of  the other sectors. Within each 
sector this part of  the distribution is dominated by wage and salary earners, 
and, although minimum levels are the same, average wage and salary incomes 
in agriculture are only about half  those in the other two sectors. 

There is no similar concentration of  the self-employed  in agriculture. 
While there are some very small producers at the bottom of  the income scale, 
income levels among this group rise rapidly. And since there is a considerable 
concentration of  land in very large holdings, there is an important group of 
agricultural producers with very high incomes. The self-employed  become 
increasingly important in the top deciles in each of  the three distributions, 
and this is particularly true of  agriculture. The top two deciles in the agri-
cultural distribution are made up almost exclusively of  self-employed  persons. 
It is for  this reason that average incomes at the top of  the distribution in 
agriculture rise so rapidly, and become approximately equal to those in 
the other sectors. 

While the income distribution within agriculture is substantially more 
unequal than in the other two sectors, too much stress should not be placed 
on this as a factor  in explaining the over-all income inequality. First, it 
should be remembered that the agricultural sector is small in relation to the 
other two sectors. But more important, the differences  noted here must be 
viewed in relation to differences  of  other sorts. In particular, the divergencies 
between the distributions in the different  functional  groups, discussed in the 
preceding section, are much more striking than any sectoral differences 
noted here. 

Indeed, while there are the differences  just discussed, the income distribu-
tion within each of  the three broad economic sectors shows a degree of 
inequality fairly  close to that of  the aggregate distribution, and in each one 
the principal cause of  the inequality is the same as that noted in the aggregate 
distribution: the split in income levels between wage and salary earners on 
the one hand, and the self-employed  on the other. In each distribution the 
lower and middle deciles are dominated by the salaried group and the top 
of  the distribution by the self-employed. 

The conclusion that sectoral differences  are not a major factor  in the 
over-all income distribution structure in Argentina is partly due to the fact 
that only three broad sectors have been considered. If  it were possible to 
organize the data into a larger number of  sectors, greater differences  would 
undoubtedly emerge. While this cannot be done on any systematic basis, 
there are three areas within the services sector which can be organized so 
as to include both salaried employees and self-employed  persons, i.e., 
commerce, transport and communication, and "other services". A brief  dis-
cussion of  these three sectors may indicate the possible magnitude of  the 



differences,  and also some of  the ambiguities involved in smaller groupings 
such as these. 

An analysis of  these three areas shows that average incomes vary much 
more widely. The average in "other services" is only about two-thirds of  the 
aggregate average, while in transport it is 15 per cent and in commerce 
50 per cent higher respectively. The average in commerce is thus considerably 
more than double that of  the other services group. The distribution within 
each of  these sectors is also quite different.  The distribution in "other services" 
is very similar to the aggregate distribution, while in transport and commu-
nication it is much less unequal, and in commerce it is much more so. 

These differences,  however, cannot be straightforwardly  accepted as 
evidence of  the way in which sectoral differences  contribute to the over-all 
inequality in the distribution of  income. In part, they are simply an indirect 
reflection  of  the differences  in functional  income levels. The percentage of 
self-employed  in the labour force  is very different  in the three groups, and 
this is of  considerable importance in the results. 

The figures  for  the "other services" sector are a fairly  accurate reflection 
of  the situation there, namely, that it is a low-income area. The proportion 
of  self-employed  is somewhat higher than in the economy as a whole, but 
not enough to distort the results substantially. Wage and salary incomes are 
low in relation to the average, and self-employment  incomes are even lower 
in relation to the total self-employed  average. When combined they give an 
average income for  the sector which is also low, and the distribution is 
similar to the aggregate distribution. 

The situation is quite different  for  the other two groups, however. In 
transport and communications there are relatively few  self-employed  (only 
14 per cent of  the labour force),  as much of  this is a quasi-government 
sector. First of  all this results in a distribution that is much less unequal than 
the aggregate; it is essentially a wage and salary distribution. But, in addi-
tion, it gives rise to an average income figure  which understates the relative 
advantage of  the sector. Wage and salary incomes in the sector are 30 per 
cent above the average for  all wage and salary earners, and the self-employed 
in the sector have incomes 40 per cent above the average for  all self-
employed. Yet the average income for  the sector as a whole is only 15 per 
cent above the total average — owing to the fact  that relatively few 
self-employed,  with their very much higher absolute incomes, are included 
in the average. 

The situation in commerce is the reverse. Well over 40 per cent of  the 
labour force  in this sector is self-employed,  and this results in a very high 
average income and a distribution dominated by the self-employed  and 
hence very unequal. Wage and salary incomes in commerce are 9 per cent 
above the average wage and salary income, and self-employed  incomes are 
25 per cent above the total self-employed  average; but the average income 
for  the sector is 50 per cent above the over-all average for  the economy. 

Differences  of  this sort in composition are also a factor  in the break-
down into the three broad sectors discussed earlier, but they are of  less 
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importance than they tend to become when sectors are broken down into 
smaller units. In the three-sector breakdown, there are relatively fewer 
self-employed  in the industrial grouping and relatively more in the other 
two sectors. If  this were taken into account, it would probably be more 
realistic to reverse the average income positions of  the industrial and services 
sectors, but none of  the generalizations about similarity would be much 
affected.  In view of  the problem, however, it is more meaningful  to concen-
trate the analysis of  smaller sectoral differences  within the wage and salary 
category and within the self-employed  category respectively. Combining the 
two is likely to lead to nothing but confusion. 

(c) Distribution  of  income by region, and  urban-rural  differences 

Regional and urban-rural differences  are less important in the aggregate 
income distribution structure in Argentina than in most countries of  the 
region. Nevertheless, even in Argentina such differences  appear to be a major 
factor  in explaining the composition of  the lowest income groups: a dispro-
portionately large percentage of  those in the lowest deciles of  the distribution 
are concentrated in the rural areas in the northern provinces. The size 
distribution of  income data presented in previous sections cannot be broken 
down either on a regional or on an urban-rural basis, so that conclusions 
must be drawn from  less complete information.  However, there is sufficient 
fragmentary  information  available to make the situation reasonably clear. 

To a considerable extent the lesser importance of  regional or urban-
rural differences  in Argentina follows  simply from  the fact  that a large 
percentage of  the population is concentrated in the Buenos Aires area. One-
third of  the total population resides in Greater Buenos Aires alone, and 
around two-thirds of  the population is accounted for  if  the surrounding 
high-income Pampa region is added. In spite of  the substantial regional 
differences  that exist, this heavy concentration of  population in the Buenos 
Aires-Pampa region tends to dominate most of  the income distribution 
structure. 

There is a similarly heavy concentration in the urban centres. Apart 
from  the large population in the city of  Buenos Aires, there is a high degree 
of  urbanization in the neighbouring, and relatively heavily populated 
Provinces of  Buenos Aires, Córdoba, Entre Ríos, and Santa Fé. While the 
degree of  urbanization is less in most of  the rest of  the country, the other 
regions are less heavily populated, so that more than 70 per cent of  the 
population of  the country as a whole is urban. While there are significant 
urban-rural differences  in some areas, this heavy concentration in the urban 
centres also tends to dominate most of  the income distribution structure. 

It is with respect to the regional differences  that the concentration of 
population (in the Buenos Aires-Pampa region) is most important, for  average 
incomes vary sharply from  one part of  the country to another, and if  the 
population were more evenly distributed, or if  there were heavier concen-
trations in the low-income areas, this would be a major factor  in the over-all 
inequality. No figures  relating to personal income are available on any sort 
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of  regional basis, but an approximate idea of  the situation can be obtained 
from  recent studies of  the regional economic structure of  the country.7 

It should first  be noted that the extremes of  difference  shown between 
income levels in different  parts of  the country, and the amount of  divergence 
among the different  regions, are highly dependent upon how the regions are 
defined.  In particular, if  the number of  regions is large with relatively few 
persons in each, regional differences  are likely to appear much greater than 
if  a small number of  regional divisions is shown. It is useful  first  to make 
a breakdown into a relatively large number of  units before  proceeding to a 
discussion of  differences  between larger and more economically meaningful 
regions. 

This is done in table 17, which divides the country into some twenty-
four  different  units. These units are administrative — each of  the provinces 
and territories of  the country — with the exception of  Greater Buenos Aires. 
This includes the Federal Capital, plus the surrounding metropolitan area 
(which administratively is included in the Province of  Buenos Aires), and 
the rest of  the Province of  Buenos Aires is then considered to be a separate 
unit. The administrative units in table 17 are ranked on the basis of  the 
per capita gross product in each, and this is shown in the first  column as 
a ratio of  the national average. In addition, the population in each unit is 
shown and the distribution of  production between the three broad economic 
sectors; primary, secondary and services. The data given are for  1959, as 
this is the most recent year for  which estimates of  this sort are available. 

Two facts  are immediately obvious from  the table. There is a very 
large range of  variation in the per capita product figures,  but the effect  of  this 
is greatly reduced by the concentration of  population in a few  units. 

Per capita production in the Patagonian territory of  Tierra del Fuego 
is eight to ten times that of  the northern provinces at the very bottom of 
the scale. In terms of  personal income, these differences  are no doubt much 
smaller. The Patagonian regions at the top of  the scale (Tierra del Fuego, 
Santa Cruz, and Chubut) are very sparsely populated, and the bulk of  eco-
nomic activity in these areas consists of  petroleum extraction, extensive sheep 
grazing, and fishing,  all sectors in which a relatively large proportion of  the 
gross production accrues to persons not residing in the region. While personal 
incomes are no doubt relatively high in the region, they are probably much 
closer to those in other parts of  the country than the figures  in table 17 
would seem to indicate. 

Nevertheless, even if  the Patagonian group is ignored, the differences 
are still very large. The Province of  La Pampa and the City and Province of 
Buenos Aires have per capita production figures  that are more than triple 
those of  the lowest income northern provinces. To some extent there tend 

7 See Federal Investment Council, Torcuato di Telia Institute, Relevamiento  de 
la estructura  regional  de  la economía  argentina  (Buenos Aires, 1962 and 1963), and 
also Federal  Investment  Council, Bases para el  desarrollo  regional  argentino  (Buenos 
Aires, 1963). 



TABLE 17. Per capita  PRODUCTION LEVELS, POPULATION, AND STRUCTURE OF PRODUCTION 
IN THE DIFFERENT ADMINISTRATIVE UNITS OF ARGENTINA, 1959 

Gross  per Population  Percentage  of  gross product 
capita product 

(national  Percentage 
Administrative  unit  average = 100) Thousands  of  total  Primary  Secondary  Services 

Tierra del Fuego 324 7 0 . 0 50 2 0 30 
Santa Cruz 2 3 4 51 0 .3 55 19 26 
Chubut 144 138 0 .7 4 0 28 32 
La Pampa 134 159 0.8 59 9 32 
Greater Buenos Aires . 127 6 545 33.5 0 49 51 
Rest of  Buenos Aires . 126 2 887 14.8 35 28 37 
Santa Fé 98 1 849 9.5 25 33 42 
Mendoza 95 8 0 4 4 .1 33 30 37 
Río Negro 94 180 0.9 29 29 42 
Córdoba 82 1 736 8.9 32 28 4 0 
Jujuy 76 233 1.2 39 29 32 
San Juan 73 3 4 4 1.8 43 22 35 
Entre Ríos 65 8 0 2 4.1 34 20 46 
Tucumán 62 7 6 2 3.9 2 9 27 44 
Chaco 61 526 2.7 37 24 39 
Salta 60 401 2 .0 33 29 38 
San Luis 59 173 0 .9 35 18 47 
Neuquén 56 109 0 .6 34 16 50 
Corrientes 47 541 2 .8 35 21 4 4 
Formosa 45 172 0.9 39 17 44 
La Rioja 43 127 0 .7 30 17 53 
Catamarca 4 0 170 0.9 15 33 52 
Santiago del Estero . . . 34 4 7 6 2 .4 23 26 51 
Misiones 32 377 1.9 25 20 55 

NATIONAL TOTALS 100 19 570 100 19 37 44 

SOURCE: Federal Investment Councils, Torcuato di Telia Institute, Relevamiento  de  la estructura  regional 
de  la economía  argentina. 

to be groupings at different  income levels. The Patagonian group at the 
very top has already been noted, although the small number of  people 
involved gives rise to wide variations within the group itself.  The Province of 
La Pampa and the City and Province of  Buenos Aires are grouped with a 
per capita production level somewhat more than a quarter above the national 
average. There is then a substantial drop to the Provinces of  Santa Fé, 
Mendoza, and Río Negro, with levels slightly less than the national average. 
Then another substantial drop to the Province of  Córdoba, which, with the 
Provinces of  Jujuy and San Juan, have a per capita production that is about 
80 per cent of  the national average. After  San Juan there is a further  drop, 
and the remaining half  of  the administrative units shown in the table have 
per capita production levels that are less than two-thirds of  the national 
average. The decline in this second half  of  the table is continuous and 
relatively steady, although it might be broken into two groups after  the 
Province of  Neuquén, which is separated from  Corrientes, by quite a large 
gap. At the bottom of  the scale, the Province of  Misiones had, in 1959, a 
per capita production that was less than one-third the national average. 
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This great range in per capita production levels and the fact  that fully 
half  the administrative units shown have a per capita production of  less than 
two-thirds the national average would, in most circumstances, have a consi-
derable impact on the income distribution structure. As already emphasized, 
this impact is reduced by the concentration of  population in the higher 
income areas. Nearly half  the population is concentrated in the City and 
Province of  Buenos Aires alone, and the relatively high income areas — from 
the Province of  San Juan upwards, or those with income levels about three-
quarters or more of  the national average — account for  nearly 80 per cent 
of  the total population. 

It should be noted that even within this high-income group the variation 
in production levels is fairly  marked; for  example, the per capita figure  for 
Buenos Aires is 70 per cent above that for  San Juan. But the more important 
split is between this group and the poorer provinces, and it is a split between 
a high-income group with the bulk of  the population and a lower-income 
group with a small proportion of  the population. The total impact on the 
income distribution structure is thus less than the figure  would seem to 
indicate at first  sight. 

The final  columns of  table 17 show the production structure in each 
of  the administrative units. While it is not the purpose here to enter into 
any detailed discussion of  the reasons for  the wide variation in per capita 
production levels, it should be noted that there is no particular correlation 
between income levels and the structure of  production. In several of  the 
high-income units, primary production — essentially agriculture and cattle 
breeding — accounts for  a large part of  the total, and, except for  Greater 
Buenos Aires, the three units where primary production is least important 
are those at the bottom of  the scale. This suggests that regional differences 
arise not from  changing production structures, but rather from  differing 
levels of  productivity in each of  the major sectors. This has important 
implications for  the way in which these differences  affect  the income 
distribution structure. 

When the country is divided into a smaller number of  geographic or 
economic regions, the differences  in per capita production levels are of  course 
less than those shown in table 17, as the latter are to some extent averaged 
out in the process of  combining units. Nevertheless, as will be seen, the 
differences,  even among a small number of  regions, remain substantial. It is 
only the concentration of  population in the higher income regions which 
limits the impact of  regional differences  in Argentina. 

The final  columns of  table 17 show the production structure in each 
of  the administrative units. While it is not the purpose here to enter into any 
detailed discussion of  the reasons for  the wide variation in per capita produc-
tion levels, it should be noted that there is no particular correlation between 
income levels and the structure of  production. In several of  the high-income 
units, primary production — essentially agriculture and cattle breeding — 
accounts for  a large part of  the total, and, except for  Greater Buenos Aires, 
the three units where primary production is least important are those at the 



bottom of  the scale. This suggests that regional differences  arise not from 
changing production structures, but rather from  differing  levels of  productivity 
in each of  the major sectors. This has important implications for  the way 
in which these differences  affect  the income distribution structure. 

When the country is divided into a smaller number of  geographic or 
economic regions, the differences  in per capita production levels are of  course 
less than those shown in table 17, as the latter are to some extent averaged 
out in the process of  combining units. Nevertheless, as will be seen, the 
differences,  even among a small number of  regions, remain substantial. It is 
only the concentration of  population in the higher income regions which 
the impact of  regional differences  in Argentina. 

The major regions of  the country have been defined  in varying ways, 
depending upon the particular purpose which the regional breakdown has 
been designed to serve. No attempt is made here to present a detailed 
regional division, as the intention is only to illustrate the approximate range 
of  income differences  to be found.  This will serve to demonstrate in a general 
way the likely impact on income distribution, and since only average income 
data are available these regional differences  cannot in any case be fitted  with 
any precision into the income distribution structure. 

The country has here been divided into four  regions, each of  which 
includes a number of  the administrative units shown in table 17. Each unit 
has been entirely in one region, as this serves the present purpose and 
simplifies  the calculations. The principal effect  of  this is to enlarge somewhat 
the region which is referred  to here as the Pampa. In a more strictly accurate 
division, the northern half  of  the Provinces of  Entre Ríos and Santa Fé and 
the north-west portion of  the Province of  Córdoba would be included in 
what is here referred  to as the North. This would not only increase somewhat 
the relative importance of  the North, but would raise per capita incomes 
slightly, both in the Pampa and in the North. The complete classification  of 
the twenty-four  units into the regions discussed is shown in the note to 
table 18. 

TABLE 18. MAJOR REGIONS OF ARGENTINA : per capita  PRODUCTION AND POPULATION, 1959 

Per capita production 
Region (national  average = 100) Percentage  of  total  population 

Pampa 114 71.4 
West-Central 84 8.2 
Patagonia 174 1.0 
North 52 19.4 

Note:  The administrative units shown in table 17 have been grouped as follows  to form  the regions shown 
here. 
Pampa region 

Greater Buenos Aires, rest of  Buenos Aires, Córdoba, Entre Rios, La Pampa and Santa Fé. 
West-Central 

Mendoza, Neuquén, Rio Negro, San Juan and San Luis. 
Patagonia 

Chubut, Santa Cruz and Tierra del Fuego. 
North 

Catamarca, Corrientes, Chaco, Formosa, Jujuy, La Rioja, Misiones, Salta, Santiago del Estero and Tucumán. 
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The first,  and most important, region is that of  the pampa, a fan-shaped 
area spreading outward from  the City of  Buenos Aires. This is a high-income 

> region, with a per capita production figure  14 per cent above the national 
average. It contains over 70 per cent of  the total population of  the country 
and the great bulk of  production, agricultural as well as industrial. Average 
income levels are fairly  uniformly  high throughout the region with the 
exception of  the Province of  Entre Ríos, where they are only two-thirds of 
the national average. This is an important feature  to note. The high per capita 
production figure  for  the region does not result simply from  the fact  that 
Greater Buenos Aires is included in this region. The per capita production 

•t figure  for  the Province of  La Pampa is higher than that for  Greater Buenos 
Aires itself,  for  the rest of  the Province of  Buenos Aires it is approximately 
the same, and in the southern half  of  the Province of  Santa Fé the level is 
almost as high. 

The second region is that of  the West-Central part of  the country. It 
is a moderate income area, with a per capita production slightly more than 
15 per cent below the national average, and includes about 8 per cent of 
the population. The average here is a result of  combining quite different 
levels in the different  administrative units of  the region, and illustrates an 
important feature  of  the outlying areas of  Argentina. These regions are not 
heavily populated, and there is as yet not real pressure on resources. In such 
conditions a favourable  set of  circumstances can lead to relatively high 
income levels, even though the economy of  the area does not approach the 
degree of  diversification  and development in the Buenos Aires-Pampa region. 
Thus, the irrigated valleys of  Rio Negro and Mendoza give rise to high 
per capita production figures,  while incomes in San Luis and Neuquén 
are much lower. 

The third region is the extensive but thinly populated Patagonian area 
to the south. Per capita production here is very high, some 75 per cent above 
the national average, but, as already noted, personal incomes are probably 
much lower. This region accounts for  only 1 per cent of  the population. 

Finally, there is the entire North of  the country, which is here considered 
as a single region. For most purposes it is necessary to subdivide this region, 
as it includes different  parts. For example, the north-west was the seat of 
one of  the earliest permanent Spanish settlements in the country and hence 

^ has a relatively long tradition and development of  institutions; while the 
north-west was settled much more recently, with colonization projects playing 
an important role in the settlement. The entire area, however, has one 
feature  in common — per capita production figures  are relatively low — and 
so it is treated here as a single region. It comprises slightly less than one-fifth 
of  the population of  the country, and average per capita production is not 
much more than half  the national average. While there are considerable 
variations from  one administrative unit to another within the region, none 
has a really high income level. The highest is the Province of  Jujuy, where 
per capita production was 76 per cent of  the national average in 1959; with 
that exception every unit in the region falls  in the bottom half  of  the ranking 
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shown in table 17, with per capita figures  of  62 per cent of  the national 
average or less. 

Thus the regional problem, if  defined  simply to mean low per capita * 
incomes, is confined  almost exclusively to the north of  Argentina, but the 
whole of  the north is included in the low-income category. The more detailed 
breakdown of  table 17 can very nearly be divided in the middle, with the top 
half  of  the listing comprising the moderate—and high—income regions of 
the Pampa, the West-Central area, and Patagonia, while the bottom half 
covers the provinces of  the North. The only northern province not in the 
bottom half,  as noted, is that of  Jujuy, while only Entre Ríos (Pampa) and 
Neuquén and San Luis (West-Central) from  the other regions are not in y 
the upper half  of  the table, and hence might be regarded as part of  the 
" regional problem". 

How these regional differences  are reflected  in the aggregate income 
distribution structure cannot be precisely specified,  as this will depend not 
only on average production levels in the different  regions, but on how incomes 
are distributed within these regions as well. Before  presenting such partial 
information  as is available on this latter aspect, it is worth discussing it 
briefly  in general terms, to indicate the nature of  the problem. This can be 
done by using a hypothetical example which roughly conforms  to the 
situation set forth  above. 

For this purpose Argentina can be said to consist of  two regions: one 
with 80 per cent of  the population, where the average income is 110 per cent 
of  the national average; and the other with 20 per cent of  the population, 
where the average income is only 60 per cent of  the national figure. 

First of  all, it is clear that the high-income area with the bulk of  the 
population will dominate most, if  not all, of  the over-all income distribution 
structure. The low-income region can at best be a major influence  in a small 
portion of  the distribution, and then only if  incomes in the region tend to be 
rather heavily concentrated in that part of  the distribution. Of  course, it is 
in the lower portion of  the aggregate distribution that such a concentration 
is likely to occur, and it may fairly  reasonably be assumed that the lowest 
income group is primarily a regional grouping, despite the fact  that only 
20 per cent of  the population is located in this area. 

Let it be supposed first  that the income distribution within each of  the 
two regions are the same. If  this is the case, then the important feature  from  r 
the present point of  view is that in the poor region minimum incomes are 
much lower than minimum incomes in the rich region. (Each decile in the 
distribution for  the poor region will have an average income approximately 
one-half  that of  the corresponding decile in the distribution for  the rich 
region.) If  the distribution in each region were the same as the distribution 
by family  in Argentina, then more than half  of  all the income units in the 
lowest group (the bottom 20 per cent of  the aggregate distribution) would be 
located in the poor region, and even within this group they would be 
concentrated toward the bottom. Rather more than half  of  all income units 
in the poor region would be concentrated in the lowest income group of  the 
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aggregate distribution. If  the distribution in each region were, instead, the 
same as the distribution observed for  individual income recipients in 
Argentina (which is more unequal, with minimum incomes relatively lower 
and incomes rising more rapidly from  the minimum level), there would be 
a lesser, but still substantial, concentration of  this sort. Rather more than 
40 per cent of  the lowest income group would be located in the poor region. 

Many alternative assumptions can of  course be made about comparative 
income distributions in the two regions, with correspondingly different  results, 
but one further  illustration is of  interest here. Suppose that minimum incomes 
are not substantially lower in the poor region, but are approximately equal 
to those in the rest of  the country, and that incomes then rise slowly from 
this level. (This second assumption is necessary in view of  the much lower 
average income in the poor region, and means that a large proportion of  the 
population will have very similar incomes.) Even with this rather extreme 
assumption, the situation does not change as much as might be expected. 
Some 40-50 per cent of  the low-income group would still be found  in the 
poor region, although they would not be concentrated to the same extent 
at the bottom of  the group. 

With any of  the above assumptions the rest of  the aggregate distribution 
would be affected  in the same general way. Through the middle range the 
two regions would be represented roughly in proportion to their total 
populations, while in the higher deciles there would be very few  income 
units from  the poor region. Even on a proportionate basis, however, the 
high-income region would dominate the top of  the scale, so that this is not 
a major disparity. The only part of  the aggregate distribution which is likely 
to be basically affected  by a regional split of  this sort is the lowest income 
group; but, as has been seen, this will in fact  occur under a variety of 
assumptions. The low-income group is likely to be mainly a regional grouping. 

The partial information  on income distribution within the different 
regions of  Argentina indicates a situation similar to that anticipated by the 
general discussion above. At the same time, it is important to note that low 
incomes may be rather heavily concentrated among a few  socio-economic 
groups. An integrated income distribution structure such as that available 
for  Argentina makes it possible to specify  such concentration, and gives a 
clearer picture of  the way regional differences  enter into the income 
distribution. 

As a result of  the way in which the income estimates for  the agricultural 
sector were made, it is possible to show detailed regional distributions for 
this group, and to specify  precisely how regional differences  affect  the 
aggregate distribution. While this cannot be done for  any other sector, it is 
of  considerable importance to have a breakdown of  this kind for  agriculture 
on two counts: first,  some 40 per cent of  those in the low-income group in 
the aggregate family  distribution are agricultural families,  so that this infor-
mation alone shows a great deal about the importance of  regional differences 
among low-income families;  secondly, with this information  it is possible to 
show that regional differences  in other sectors are smaller than those found 
in agriculture. 
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Even at a regional level, and within a single sector, functional  differences 
are of  major importance, and it is necessary first  to discuss separately the 
distribution of  farm  workers and of  farm  operators. The greatest disparity 
is among farm  operators, as there is very great inequality of  income among 
this group, and regional differences  are an important factor  in this inequality. 
Table 19 shows average farm  operator incomes, by region, and the percentage 
distribution of  all farm  operators, of  those in the low income group and of 
those at the top of  the income scale. The four  regions shown are similar to 
those discussed earlier, the principal difference  being that here the Pampa 
is more narrowly defined  in the line with the more strictly accurate concept 
noted in the earlier discussion. The effect  of  this is to enlarge the North so 
that it includes approximately 25 per cent of  the total population, and to 
reduce the share of  the Pampa region proportionately. 

TABLE 19. FARM OPERATORS: AVERAGE INCOME AND COMPOSITION OF INCOME GROUPS, BY REGION, 
1961 

Income  per farm  operator  Percentage  distribution  of  farm  operators 

Average for  ail  Low-income High-income 
Region  a Dollars  b operators  = 100 All  operators  operators  c operators  d 

Pampa 4 860 150 42.5 8 73 
West-Central 2 870 88 9.5 11 10 
Patagonia 3 820 118 4.6 5 7 
North 1 670 52 43.4 76 10 

a The regions here are those defined  i n National Development Council. 1'Y1 de ral Investment Council, Tenencia 
de  la Tierra. 

b The dollar figures  (U.S.) are only estimates. They were calculated assuming a purchasing power parity 
rate of  65 pesos to the dollar. 

e Low-income operators are roughly those to be found  in the bottom 20 per cent of  the income distribution 
by family. 

1 High-income operators are roughly those to be found  in the top 10 per cent of  the income distribution 
by family. 

As can be seen from  the table, average farm  operator incomes differ 
considerably in the different  regions. Average incomes in the Pampa are 
nearly three times as high as in the North, with those in the West-Central 
and Patagonian regions at an intermediate level, and this is reflected  in 
equally sharp differences  in the composition of  the different  income groups. 
There are approximately equal numbers of  farm  operators in the North and 
in the Pampa region, yet of  those farm  operators who fall  into the low income 
group some 76 per cent are in the North and only 8 per cent in the Pampa 
region. At the top of  the income scale the situation is reversed, with 73 per 
cent of  the high-income operators in the Pampa and only 10 per cent in the 
North. The West-Central and Patagonian regions are roughly proportionately 
represented in both groups, as the intermediate income averages found  here 
are largely the result of  combining small areas with quite different  income 
levels.8 

8 These regions are not defined  here in quite the same way as in the earlier 
discussion, as the Provinces of  Rio Negro and Neuquén are included in Patagonia 
rather than in the West-Central region. 
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The same regional split occurs with agricultural workers, but the 
significance  is not the same, as incomes as a whole are at much lower levels 
and there is far  less dispersion within the group (see table 20). 

TABLE 20. AGRICULTURAL WORKERS : AVERAGE INCOME AND COMPOSITION OF INCOME GROUPS, 
BY REGION, 1961 

Income  per worker Percentage  distribution  of  workers 

Workers  with  Workers  with 
National  aver- lowest  incomes highest  incomes 

Region Dollars  a age = 100 All  workers (50  per cent) (50  per cent) 

Pampa 840 119 42.8 14 73 
West-Central and 

Patagonia b 705 100 14 14 14 
North » 565 80 43.2 72 13 

a The dollar figures  (U.S.) are only estimates. They were calculated assuming a purchasing power parity 
rate of  65 pesos to the dollar. 

b The only breakdown of  the basic data for  agricultural workers is between the Pampa and the rest of  Argen-
tina. The average income for  the whole non-Pampa areas is 600 dollars. The figures  shown in the table have been 
calculated on the assumption that the average farm  worker's income for  the combined West-Central and Pata-
gonian regions is equal to the average for  all agricultural workers, and that it is equally distributed over the lower 
and in the upper half  of  the scale. This closely corresponds to the relative position of  farm  operators in those 
regions. 

The functional  difference  in income levels is greater in agriculture than 
in any other sector of  the economy; with the exception of  domestic servants, 
agricultural workers are the lowest paid wage and salary group, and, in the 
country as a whole, their average income is less than a quarter of  that 
obtained by the average farm  operator. All farm  workers are essentially in 
the lower deciles of  the aggregate income distribution, and for  this reason 
the regional disparity is less significant  here. 

Nevertheless, those in the North are similarly concentrated towards the 
bottom of  the group, and this is an important factor.  There are approxima-
tely the same number of  farm  workers in the Pampa region as in the North, 
but of  the half  of  all workers receiving the lowest incomes some 72 per cent 
are in the North and only 14 per cent in the Pampa; in the half  of  all workers 
with higher incomes the situation is reversed, only 13 per cent being in the 
North and 72 per cent in the Pampa. As with agricultural operators, varia-
tions in income levels are very largely due to regional differences. 

When these two groups (farm  workers and farm  operators) are combined 
to determine the total effect  of  regional differences  in the agricultural sector, 
the result depends upon whether the examination is of  individual income 
recipients or of  family  units. It is the family  aggregation which is of  primary 
interest, especially with respect to the low-income group, as this is essentially 
a welfare  consideration, and the family  is the basic unit for  economic welfare 
purposes. Nevertheless, it is useful  to note first  the situation with respect 
to individuals. 

The lowest income group of  the aggregate distribution of  individual 
income recipients (the bottom 20 per cent of  that distribution) includes about 
40 per cent of  all agricultural workers, but only about 10 per cent of  all 
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farm  operators, as nearly all the latter are in the North.9 The regional effect 
therefore  is essentially the same as that shown in table 20, i.e., some 75 per 
cent of  all these low-income individuals in agriculture are in the North. The 
agricultural workers in the Pampa region mostly come into the third and 
fourth  deciles of  this distribution. Those in agriculture with incomes high 
enough to place them in the top decile of  the distribution are all agricultural 
proprietors; hence the regional distribution is similar to that shown in table 19, 
with nearly three-quarters of  these proprietors in the Pampa region. 

When the distribution is estimated with the family  as the basic income 
unit, the regional influence  at the high-income level is unchanged, but the 
composition of  the low-income group is different.  The different  composition 
of  the low-income group in the family  and in the individual income 
distributions, as well as the reason for  this difference,  have been discussed 
earlier. It needs only be recalled here that minimum family  incomes are 
much higher, as a large number of  persons with the lowest incomes are 
second income earners in a family  group. One consequence of  this is that, 
in relation to the total, many more agricultural families  are in the low-income 
group. The agricultural workers of  the Pampa, who are concentrated in the 
third and fourth  deciles of  the individual distribution, fall  mostly into the 
low-income group when their family  incomes are compared with the incomes 
of  other family  units. And while only a small number of  farm  operators are 
at the bottom of  the individual distribution, about one-third of  all farm 
operators' families  are in the low-income group in the family  distribution.10 

Consequently, farm  families  account for  nearly 40 per cent of  all those in 
the low-income group of  the family  distribution and are concentrated towards 
the bottom of  the low-income group itself. 

There is a very considerable concentration of  these low-income farm 
families  in the North. Among agricultural workers' families  the concentration 
is not so marked, as most of  these families  are in the low-income group in 
all regions; but even in this group nearly 60 per cent are in the North. 
Among farm  proprietors' families  the regional influence  is greater, fully 
three-quarters of  them being located in the North. If  the two groups are 
combined, it will be found  that close to two-thirds of  all farm  families  in 
the low-income group are in the North, and that within the low-income group 
itself  these northern families  are concentrated towards the bottom. In the 
broader context of  the aggregate distribution, this means that roughly 
one-quarter of  all families  in the low-income group are agricultural families 
in the North, and, again, that they are most heavily concentrated towards the 
bottom of  the group itself.  In the lowest decile alone, agricultural families  in 
the North account for  nearly 40 per cent of  the total. 

9 To  some extent this combination of  the two groups is even misleading, as all 
net income from  the operation of  an individual farm  is assumed to accrue to the 
head of  the family,  but this will often  include significant  amounts of  unpaid labour 
by other family  members. 

1 0 As noted in the previous footnote,  the "individual" farm  operator's income 
is in reality often  close to a family  income concept, and hence the position of  this 
group changes substantially in the two aggregate distributions. 
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Viewed from  the standpoint of  the importance of  these families  within 
the North, over 90 per cent of  all agricultural workers' families  in that region 

r, fall  in the low-income group in the aggregate distribution; well over half  of 
all farm  proprietors' families  in the North fall  in that group; and, in combina-
tion, nearly three-quarters of  all farm  families  in the North are low-income 
families  by this definition. 

As noted earlier, no regional income data of  this sort are available for 
other sectors, and any attempt to specify  the income-distribution breakdown 
any further  must be partly speculative. First, it will be noted that regional 
differences  in the rest of  the economy are somewhat less than those in 
agriculture. In the agricultural sector the average family  income in the 

. Pampa region is some 2.4 times that of  the average family  in the North; on 
the assumptions that differences  in family  income are proportional to the 
differences  in per capita production, this means that in the non-agricultural 
sector as a whole the average family  income in the Pampa is about 1.9 times 
that in the North. However, it is clear from  the situation in agriculture that 
averages of  this sort can over up very diverse types of  relationships. 

Again, the situation differs  if  individual rather than family  incomes are 
compared — because of  the different  composition of  the low-income group 
in the two distributions — and it is useful  to consider the former  briefly. 
The two socio-economic groups with the largest numbers in the low-income 
group of  the individual income distribution are retired persons and domestic 
servants (they account for  about 40 per cent of  the total), and it is probable 
that both groups exist in the Pampa at least in proportion to the total popula-
tion and perhaps to an even greater extent. Thus, in what would appear to be 
a paradox, two of  the three socio-economic groups with the lowest individual 
incomes (the third group consists of  agricultural workers) are not dispropor-
tionately concentrated in the low-income regions, although, in the North, 
those individuals are doubtless concentrated towards the bottom of  each 
group. 

However, it is important to emphasize that most of  the individuals in 
these groups are not family  heads but second income earners in a family 
group, since this places the situation in a very different  light. Some of  the 
lowest incomes in the high-income region may be an indicator of  more rather 
than less economic well-being, as these incomes may be less available in the 
poor region. Retired incomes, for  example, though low, are clearly an 

*«. advantage, and are more common in the highly urbanized Pampa region. 
The degree of  urbanization is substantially less in the North, and a larger 
percentage of  the population is engaged in the agricultural sector, which is 
not included in the retirement plans. 

The case of  domestic servants is part of  a rather more general aspect 
of  the problem, namely, the fact  that many of  the lowest individual incomes 
are earned by women. While from  one point of  view this represents discri-
mination, from  another it represents an opportunity for  earning second 
incomes, which again is more common in the more urbanized Pampa region. 
In the rural areas the number of  women in the labour force  is very small, 
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partly, no doubt, because of  social tradition, but also because there are fewer 
opportunities. The fact  that there are more opportunities of  this sort in the 
towns is an economic advantage, even though the individual incomes earned 
are small. When the comparison is of  family  incomes, which is the more 
meaningful  concept, the concentration of  the low-income group is greater 
in the North. 

However, some light may be thrown on the probable regional distribu-
tion of  the non-agricultural sector as a whole by information  obtained from 
the consumer survey conducted in 1963.11 Although this survey was not 
designed to investigate regional differences,  some suggestions can be obtained 
from  the data collected in different  parts of  the country. The survey was 
conducted only in towns with 10,000 or more inhabitants, but within these 
larger urban centres it appears that average family  incomes differ  less 
regionally than for  the non-agricultural sector as a whole. These towns in 
the Pampa region may have average incomes that are approximately one-third 
higher than in the North, and the difference  results not from  substantial 
disparities in minimum income levels but from  the fact  that there are relatively 
few  families  in the northern towns with incomes comparable to those at the 
top of  the scale in the Pampa. 

This means that average incomes in the smaller towns and among the 
rural non-agricultural population in the North are a good deal lower than 
in the Pampa and that the bulk of  them are probably rather similar. The 
distribution could be quite reasonably accounted for  by the hypothesis that 
the larger towns tend to be relatively closely integrated into the national 
economy and that incomes vary less within this economic sphere. The 
smaller towns and the rural areas, however, are more closely linked to the 
agricultural sector of  the respective regions and it is here that incomes vary 
considerably. The agriculture of  the Pampa is a high-income type, and hence 
tends to generate relatively high incomes in the sectors linked to it, while the 
agriculture of  the North operates at much lower income levels, and generates 
correspondingly low incomes in its associated sectors. 

While it must be emphasized again that these statements are largely 
speculative and cannot be supported by specific  data, it is reasonably clear 
that there is a heavy concentration of  low-income families  in the northern 
regions. First of  all, some 40 per cent of  these families  are in agriculture, 
and the concentration of  this group in the North can be documented. In 
addition, a larger percentage of  the population in the North is rural, and r 
hence probably closely linked to these low agricultural incomes. 

Urban rural differences  will be mentioned only briefly,  partly because 
little direct information  is available on this aspect of  income distribution, but 
also because such differences  are of  much less importance in Argentina 
than in most other countries of  the region. This is due, to some extent, simply 
to the fact  that the country is relatively highly urbanized, but it is also due 

1 1 Joint OAS/IDB/ECLA Tax Programme, "Estudio  sobre política  ficai  en la 
Argentina"  (1963) (mimeographed). 
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to what appear to be unusually small differences  between urban and rural 
income levels. 

There are no statistical data on urban-rural income levels as such, but 
rough estimates can be obtained by using agricultural income as a proxy for 
rural incomes and non-agricultural incomes to represent those in the urban 
areas. As was already pointed out in the discussion of  sectoral differences, 
the average income in agriculture for  the country as a whole is very similar 
to the average income in non-agricultural activities. In 1961 agricultural 
incomes were about 20 per cent below those of  other sectors, but this was 
an abnormally poor year for  agriculture, and in very good years — such as 
1959 — the average income in the sector was significantly  above that of 
non-agricultural groups. Over the years, agricultural (rural) incomes appear 
to be about the same as non-agricultural (urban) incomes. This is in striking 
contrast to the situation in most countries. 

The aggregate averages, however, obscure an important regional differ-
ence, and this can best be shown by separating the North and the Pampa 
again. Estimates can be made of  the value of  production per employed person 
in the different  sectors, by region, by comparing the production data for  1959 
in the regional studies cited earlier with the labour force  data provided by the 
1960 population census. While, for  several reasons, these estimates should 
be regarded only as very rough approximations, they suffice  for  the purpose of 
this study. It must be borne in mind, though, that 1959 was a very favourable 
year for  agriculture and that the production figures  are therefore  relatively 
higher. 

In the Pampa region a calculation of  this kind is very favourable  to 
agriculture: production per employed person is more than 20 per cent above 
the non-agricultural figure,  and if  Greater Buenos Aires is excluded, the 
agricultural product per person for  the rest of  the region is well over a third 
above its level in non-agricultural activities. Agriculture in the Pampa, as 
has been stressed, is a high-income activity. In the North, however, the 
situation is much less favourable.  Production per person in agriculture was 
about 20 per cent less than in non-agricultural activities in 1959, and in an 
average year was no doubt a great deal further  below the urban level. 

Although most of  the population is in the Pampa, where rural incomes 
are high, the low rural incomes in the North are a major factor  in determining 
the composition of  the low-income group in the aggregate distribution. Nearly 
40 per cent of  the low-income families  in 1961 were agricultural, and a large 
proportion of  the remainder were probably in non-agricultural rural activities. 
As was noted in the discussion of  regional differences  above, the low-income 
group is a combination of  regional and urban-rural income differences.  The 
low-income area is the North, where rural incomes are substantially lower 
than urban incomes, and a larger proportion of  the population is rural. In 
the Pampa region over 80 per cent of  the population is urban, while in the 
northern provinces slightly less than half  the population lives in urban areas. 
Thus even though the northern provinces account for  slightly less than 
20 per cent of  the total population, a much larger proportion of  the low-
income group is concentrated in the rural areas of  those provinces. 
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Chapter III 

CHANGES IN THE DISTRIBUTION OF INCOME 
DURING THE POST-WAR PERIOD 

The present chapter makes a detailed analysis of  the changes which 
have taken place in the income distribution structure in recent years. This 
analysis is self-contained,  but is more meaningful  if  read in the context of 
the general economic setting and the principal determinants of  the income 
structure discussed in preceding chapters; only the briefest  references  to 
these topics will be made here. For the most part, the central relationships 
underlying the income distribution in Argentina — while analysed in terms 
of  the 1961 data — remained the same throughout the period, and so need 
not be specifically  discussed in reference  to the other years. The split between 
wage and salary incomes and income from  self-employment  was always the 
major factor,  and sectoral, regional, and urban-rural differences  were always 
of  secondary importance. 

During the post-war period, however, there was a considerable change 
in the structure of  the economy as a result of  the continuing movement away 
from  agriculture; and, above all, numerous short-term fluctuations  and shifts 
in policy orientation. These led to changes in the relationships between the 
different  factors  — there were particularly large shifts  in income between 
agriculture and the non-agricultural sectors, and between wage earners and 
the self-employed  — and thus to changes in the over-all inequality of  the 
income distribution. It is with the changes of  this sort that the following 
analysis is concerned. 

Detailed income distribution estimates were made for  the three 
years 1953, 1959, and 1961 separately, each year having been selected 
because it was expected to clarify  particular aspects of  the distributive 
process. The earliest year, 1953, may be regarded as representative of  the 
situation prevailing at the end of  the forties  and early fifties;  in general the 
wage share was high during those years and the distribution could therefore 
be expected to be less unequal. The second year, 1959, was a year of  great 
change following  the application of  a stringent stabilization programme, and 
it was of  interest to know how and to what extent these changes affected  the 
distribution. The final  year, 1961, was in many respects more normal and 
is perhaps more representative of  the changed situation in subsequent years. 

The analysis can therefore  be carried furthest  in terms of  the changes 
between these three individual years, but some aspects can be broadened 
over time. On the basis of  the methodology established by the statistical 
study, income aggregates for  the different  socio-economic groups were esti-
mated for  other years, and these give an indication of  the likely changes in 
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the decile distribution. Finally, sectoral and functional  income aggregates are 
available on an annual basis, but an analysis of  these gives a somewhat less 
complete picture of  the distribution during the entire post-war period. 

1. CHANGES IN THE DISTRIBUTION OF FAMILY INCOME : 
A GLOBAL ANALYSIS 

As was noted in chapter II, detailed statistical estimates were made 
with both the individual and the family  as the basic income unit, and the 
differences  between these two distributions in 1961 were discussed in that 
chapter. The changes which occurred from  one year to another, however, 

• are much the same regardless of  which distribution the analysis is based on. 
In part this is because of  the methodology followed,  as it had to be assumed 
that various relationships linking the distributions remained unchanged 
throughout the period. Since the family  is the income unit of  most general 
interest, the analysis of  changes in the size distribution and in its composition 
is almost entirely in these terms, with little reference  to the distribution by 
individual income recipient. 

(a) Changes  in the over-all  inequality 

Tables 21 and 22 present the figures  for  the size distribution of  income 
in 1953, 1959, and 1961, and the changes which occurred during that 
period. Table 21 shows the shares of  total income received and average 
incomes for  each of  the three years, while table 22 indicates the changes in 
those shares, both in relation to the total and to the income of  the group 
itself.  Figures II and III illustrate the changes in over-all inequality in the 
different  years, the former  as a bar chart representing the figures  of  table 21, 
and the latter in the form  of  Lorenz curves. 

The first  of  the three years, 1953, was the one in which the distribution 
was least unequal, and by 1959 the over-all inequality was far  greater. 
Between these two years the share of  the top 10 per cent rose from  37 per 
cent to 42.3 per cent of  all personal income, and  the share of  every other 
income decile declined. While there was some variation in the proportionate 
losses, it was not of  major importance; the average loss was around 10 per 
cent of  the 1953 share, with the proportionate loss being somewhat larger 

•*> at the lower income levels (excepting the first  two deciles). Within the top 
decile, however, the gain was very unevenly spread, with nearly all of  it 
going to the top half  of  the group; that is, to the top 5 per cent of  all families. 
The shift  in income from  1953 to 1959 can therefore  be roughly charac-
terized as a large gain by the 5 per cent at the top, approximate stability 
in the share of  those just below this top group, and substantial losses by all 
other income groups. 

The figures  for  1961 indicate a partial reversal of  this process. The 
share of  the top 10 per cent declined to 39.1 per cent of  the total and that 
of  all other deciles except the first  rose. Again, excepting the first  decile, 
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TABLE 21. DISTRIBUTION OF FAMILY INCOME AND FAMILY UNITS BY INCOME GROUP 

1953 1959 1961 

Average family  income Average family  income Average family  income 

Income  group 

Percentage 
share in 

family  income 
(Thousands 

of  pesos) 

(Percentage 
of  national 

average) 

Percentage 
share in 

family  income 
(Thousands 
of  pesos) 

(Percentage 
of  national 
average) 

Percentage 
share in 

family  income 
(Thousands 
of  pesos) 

(Percentage 
of  national 

average) 

1st decile 3.2 7 32 3.0 34 30 2.9 47 29 
2nd decile 4.3 9 43 3.8 43 39 4.1 67 41 
3rd decile 5.0 11 50 4.4 49 44 4.8 79 48 
4th decile 5.7 12 57 5.0 57 50 5.5 89 55 
5th decile 6.4 14 64 5.8 65 58 6.1 101 61 

6th decile 7.2 16 73 6.6 74 66 7.0 114 70 
7th decile 8.3 18 83 7.6 85 76 8.0 131 80 
8th decile 9.9 22 99 9.1 103 91 9.6 157 96 
9th decile 13.0 29 131 12.5 141 125 12.9 211 129 

10th decile 37.0 81 371 42.3 477 423 39.1 639 391 
TOTAL 100.0 22 100 100.0 113 100 100.0 164 100 

Components of  10th decile 
354 216 Lower 5 per cent 9.8 43 196 10.2 231 204 9.6 354 216 

Top 5 per cent 27.3 119 546 32.1 723 641 29.4 963 588 

Lowest 1 per cent 2.6 57 259 2.9 322 286 2,6 424 259 
2nd 1 per cent 3.0 66 301 3.3 375 333 3.1 503 307 
3rd 1 per cent 3.7 80 368 4.1 465 412 3.9 632 386 
4th 1 per cent 5.0 108 497 6.2 693 615 5.4 885 541 
Top 1 per cent 13.1 285 1 184 15.6 1758 1 559 14.5 2 371 1449 

Coefficient  of  concentration . . . 0.413 0.463 0.435 



TABLE 22. SHIFTS IN THE DISTRIBUTION OF INCOME BETWEEN FAMILY INCOME GROUPS 

1959 distribution  shifts  in Shifts  in relation  to 1961 
relation  to 1953 

Shifts  in relation  to 1953 Shifts  in relation  to 1959 

Income  group 

Percentage 
of  family 
income 

Percentage  Percentage 
of  share of  family 
in 1953 income 

Percentage 
of  share 
in 1953 

Percentage 
of  family 

income 

Percentage 
of  share 
in 1959 

1st decile . -0.18 -5.64 -0.29 -9.09 -0.11 -3.65 
2nd decile . -0.41 -9.65 -0.14 -3.29 0.27 7.03 
3rd decile . -0.60 -12.05 -0.17 -3.41 0.43 9.82 
4th decile . -0.66 -11.68 -0.23 -4.05 0.43 8.57 
5th decile . -0.66 -10.28 -0.28 -4.36 0.38 6.60 
6th decile . -0.66 -9.15 -0.22 -3.05 0.44 6.72 
7th decile . -0.73 -8.80 -0.28 -3.37 0.45 5.94 
8th decile . -0.78 -7.89 -0.26 -2.63 0.52 5.71 
9th decile . -0.51 -3.91 -0.12 -0.92 0.39 3.12 

10th decile 5.23 14.12 2.02 5.45 -3.21 -7.59 
Components of  10th decile 

Lower 5 per cent 0.44 4.50 -0.13 -1.33 -0.57 -5.58 
Top 5 per cent 4.79 17.57 2.15 7.88 -2.64 -8.23 

Lowest 1 per cent 0.27 10.42 — — -0.27 -9.44 
2nd 1 per cent 0.33 11.0 0.07 2.33 -0.26 -7.81 
3rd 1 per cent 0.46 12.53 0.19 5.18 -0.27 -6.54 
4th 1 per cent 1.19 23.99 0.45 9.07 -0.74 -12.03 
Top 1 per cent 2.54 19.46 1.44 11.03 -1.10 -7.06 

the gains were generally proportionate to the earlier losses. Within the top 
decile, the upper half  of  the group accounted for  the bulk of  the loss, but 
not to the extent to whiçh it had monopolized the earlier gain of  that decile. 

In 1961 the distribution remained, however, significantly  more unequal 
than it had been in 1953, the earliest year for  which estimates were made. 
If  these two distributions are compared directly, the top decile will be seen 
to have gained somewhat more than 2 per cent of  all personal income, 
and all the other deciles to have lost. The gain was highly concentrated at 
the very top of  the distribution, even within the top decile, practically all 
of  it going to the top 2 per cent of  all families.  Of  those who lost, the lowest 
income decile lost most in relation to its 1953 income share, the ninth decile 
lost only marginally, and the intervening groups lost approximately in pro-
portion to their income. 

Figure III presents a picture of  the general concentration of  family 
income in each of  the three years in the form  of  Lorenz curves. The area 
between the diagonal (representing complete equality) and the Lorenz curve 
gives a measure of  the over-all inequality implied in each distribution. As 
can be seen, this increased sharply in 1959, the 1961 situation being inter-
mediate. The calculation of  Gini coefficients  of  concentration on this basis, 
although of  limited sensitivity to changes in the distribution, yields a single 
figure  as a measure of  the inequality in each year, and these are shown in 
table 21. The figures  indicate that the over-all concentration increased around 
12 per cent from  1953 to 1959, and then declined by about 6 per cent 
between the latter year and 1961. 
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Figure  II,  Argentina:  share of  different  income groups in family  income, 1953, 1959 
and 1961 

In interpreting these changes, it is, first  of  all, important to note the 
general characteristics of  the individual years to which the estimates refer, 
as the period as a whole was marked by continuing fluctuations  both in the 
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general economic situation and in the relationships between the variables 
underlying the distribution of  income. It is probable, particularly since 1959, 
that there have been significant  changes in the distribution from  one year to 
the next, as well as changes in the level of  average real income; and this is 
important not only in interpreting the meaning of  the distribution in a given 
year, but also in evaluating the influence  exerted by the distribution of 
income on the general economic and social environment. 

The year 1953 can be considered as reasonably representative of  the 
income distribution which prevailed during the late forties  and early fifties. 
The most important characteristic of  those years from  this point of  view 
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was that wage and salary income formed  a substantially larger part of  the 
total than it did before  (or later), and the inequality in the distribution of 
income was therefore  less. 

The major shifts  which were to lead to the changes in the distribution 
in the following  years had, however, already begun on a small scale in 1953. 
First, the policy of  wage restraint was initiated in 1950, after  several years 
of  rapidly rising real wages, and in 1953 real wages were below the 1949-50 
level. The share of  wage and salary income in the total was more or less 
maintained, however, because there had been almost no over-all growth in 
the economy since 1948, and aggregate per capita incomes had therefore 
also declined. Second, concern with the balance-of-payments  situation and 
stagnating agricultural production had already led to the granting of  more 
favourable  prices to the agricultural sector, and this is reflected  in the 
1953 distribution. 

The change in the inequality of  the distribution from  1953 to 1959 
was in part the result of  events in the intervening years — there was a 
marked decline in the share of  wages and salaries in total income — but 
to a major extent in was associated with the year 1959 itself.  The economic 
situation existing in that year was primarily the result of  a stringent stabiliza-
tion programme, and so was not normal in a number of  respects, although, 
as noted, the extent of  year-to-year changes recently prevents any single 
year from  being characterized as entirely "normal". 

The year 1959 was, first  of  all, one of  recession, with the industrial 
sector, where production declined by 7.5 per cent, taking the main impact 
of  the credit restrictions and the efforts  to curb real demand. Agricultural 
prices were much higher; in fact,  in relative terms, they were higher than at 
any other time during the post-war period. This was a result partly of 
deliberate policy, and partly of  the substantial devaluation of  the exchange 
rate in the effort  to shift  to a reliance on free  prices rather than controls in 
operating the economy. Price controls were largely eliminated and various 
government and semi-government prices were adjusted sharply upwards in 
an effort  to correct distortions which were felt  to exist in the pricing system. 
As a result, the price level more than doubled during the year. The other 
major facet  of  the stabilization programme was the policy of  wage restraint, 
and this, in the face  of  soaring prices, led to a sharp decline in real income 
for  salaried employees. Since total income also declined, the share of  wage 
and salary income in the total fell  less than real wages, but even so the fall 
was steep and since then the wage and salary share has never been very close 
to the pre-1959 level. 

The net result of  the considerable changes which occurred in 1959 
— from  the point of  view of  income distribution — was therefore  a large 
shift  in income in favour  of  profits,  particularly in the agricultural sector, 
with the consequent increase in inequality. 

By 1961 the purely transitional phase of  the stabilization programme 
had been completed and some of  the measures undertaken in 1959 had been 
partially relaxed. The gross product expanded substantially in both 1960 and 
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1961, so that the latter year was one of  relative prosperity. The policy of 
wage restraint was eased somewhat and, aided by the economic expansion, 
real wages approximately recovered their pre-1959 level. The share of  wages 
and salaries in total income was higher in 1961 than in any other year of 
the sixties, but was still well below the pre-1959 figures.  Agricultural prices, 
on the contrary, had deteriorated steadily in relative terms, and in 1961 were 
fully  one-quarter below their 1959 peak; agricultural incomes as a conse-
quence were abnormally low. 

The net effect,  then, was a partial reversal of  the shift  to profits  which 
had taken place in 1959, and a consequent reduction in inequality. But the 
change was primarily the result of  the much lower level of  agricultural profits; 
non-agricultural profits  in 1961 remained at the level to which they had 
risen in 1959. 

These two years tend to illustrate the extremes between which the 
distribution may have fluctuated  in recent years. Rising production levels, 
a higher wage and salary share, and lower agricultural prices and profits 
have characterized some years, and presumably these, like 1961, have been 
years in which the inequality in the distribution of  income has been reduced 
to some extent. Other years have tended to be characterized by recession, 
a lower wage and salary share, and higher agricultural prices, and these have 
presumably been years in which the inequality has increased, although 
probably not quite so much as in 1959 itself. 

Two points are worth making at this very general level of  analysis. 
First, the fluctuations  have occurred in relation to an average degree of 
inequality substantially greater than that which prevailed during the late 
forties  and early fifties.  This shift  in favour  of  profits  and towards greater 
inequality can to an important extent be regarded as a return to the pre-war 
income distribution, and is at variance with the trend in much of  the rest of 
the region. There is evidence in a number of  countries of  a decline in the 
degree of  inequality during the post-war period, particularly during the fifties 
and early sixties, and concern with the problem of  inequality has been 
increasing. But it must be borne in mind that the inequality in Argentina, 
although growing, is still less than in most Latin American countries. 

Secondly, it should be emphasized that the fluctuations  themselves have 
been extensive; the 1961 distribution is quite different  from  that of  1959, 
and the relative positions of  some individual groups changed drastically 

* during that two-year period. Such changes resulted primarily from  two 
factors:  first,  inflation  was continuous and rapid, so that the relative position 
of  any group was quickly undercut if  its money income did not rise fast 
enough; and secondly, the level of  production has been highly unstable, so 
that the total real income available has fluctuated  sharply in individual years 
and total per capita incomes have tended to rise only very slowly. 

This has made the struggle over relative shares a particularly bitter one 
in Argentina. In individual years almost any group can point to earlier years 
in which its real income was higher. This aspect can be better appreciated 
when dealing with the individual socio-economic groups, but it can be seen 
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even at this general level. Growth was fairly  steady from  1953 through 1958, 
and even with the decline in 1959, the average family  income in that year 
was nearly 10 per cent more than in 1953. Yet relatively few  families  bene-
fited  from  this gain. The average real income in each of  the first  nine deciles 
of  the distribution was approximately the same in 1959 as in 1953, but in 
the top decile it was one-quarter more. Practically all the increase in real 
income over the period went to those in the top decile. Since production per 
capita declined by over 7 per cent between 1948 and 1953, the great bulk 
of  the families  below the very top must have found  themselves in 1959 with 
significantly  lower real incomes ¿ a n they had enjoyed ten years earlier. 

In 1961 this sort of  problem was much less widespread. The first  nine 
deciles had average real incomes significantly  above those of  1953 or of  1959 
— although this probably only meant an approximate return to the 1949-
1950 level. Those in the top decile, however, had a smaller average real 
income than in 1959, and the agricultural sector as a whole experienced a 
sharp decline in real income levels. So 1961 too represented an unstable 
situation, and the pressures from  the less favoured  groups were one of  the 
factors  which led to a continuation of  the cyclical changes; during the follow-
ing two years the movement was again in the direction of  the 1959-type 
situation. 

(b) Changes  in the structure  of  distribution 

The changes in inequality discussed above resulted mostly from  changes 
in the share of  income received by groups which tended to be located in the 
same part of  the distribution both before  and after  the change; much of  it 
was the result of  changes in the share of  income received by those at the top, 
but to some extent it resulted from  changes in the composition, by socio-
economic group, of  the different  income levels. One important change in the 
composition of  the distribution — the decline in the importance of  agricultural 
families  — is indicative of  a shift  which would have reduced the inequality 
over the period, but which was outweighed by opposing influences. 

As has been stressed before,  one of  the major advantages of  the metho-
dology followed  in the statistical study is that it enables factors  of  this sort 
to be specified  with some precision. At the level of  family  incomes, separate 
distributions were calculated for  fifteen  different  socio-economic groups, and 
the composition of  the income distribution structure in terms of  these groups r 
for  the three years for  which detailed estimates were made is shown in 
tables 23, 24, and 25. 

There were two major kinds of  changes in the composition of  the 
distribution over the period. The first  was a consequence of  the structural 
change in the economy associated with the declining importance of  the 
agricultural sector; it tended to reduce the over-all inequality and primarily 
affected  the composition of  the low income deciles. The second was a < 
consequence of  the income shifts  between profits  and labour income. Over 
the period as a whole it increased the over-all inequality, although with 
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fluctuations,  and primarily affected  the composition of  the top income decile. 
The second of  these two influences  had much the strongest impact on the 
degree of  inequality, but both were of  major importance in changing the 
structure of  the income distribution. 

The structure of  the Argentine economy has changed substantially 
during the post-war period. In terms of  1960 prices, the agricultural sector 
accounted for  over 23 per cent of  the gross product at the end of  the Second 
World War, but by 1953 its share had declined to about 20 per cent and by 
1961 to just over 16 per cent.1 The agricultural labour force  declined by 
over 15 per cent in absolute terms during the post-war period, and as a 
share of  the total fell  from  24.6 per cent in 1947 to 21.8 per cent in 1953 
and to 17.3 per cent in 1961. Within the context of  the family  income 
estimates shown in the tables, agricultural families  were 21 per cent of  the 
total in 1953, but by 1961 they were only 16.3 per cent of  all families. 

While a change of  this magnitude will obviously substantially affect  the 
income distribution structure, its impact on relative income levels, and hence 
on the distribution of  income in aggregate terms, is less than would be the 
case in most countries in the region. Agricultural incomes are high in 
Argentina, the average income in agriculture being very similar to that in 
the non-agricultural sector as a whole, and so shifts  out of  agriculture will 
"on the average" have little effect  on relative incomes. 

With the type of  information  available from  the Argentine study, how-
ever, it is not necessary to rely only on such averages, and, when they are 
broken down, the way in which the shift  affects  the distribution and the 
likely extent of  its impact on the over-all inequality can be more clearly seen. 
The distribution of  income within the agricultural sector is more unequal than 
within the other major sectors, primarily because of  the sharper split between 
wage and self-employed  incomes in the sector. The average self-employed 
income in agriculture is, in an average year, around four  and a half  times 
the average wage in the sector, while in non-agricultural activities it is a 
little less than three times as much. 

This is reflected  in comparisons between self-employed  incomes in the 
different  sectors and in wage comparisons of  the same sort. Although they 
fluctuate  substantially with relative price levels, the average self-employed 
income in agriculture is fairly  similar to that in the non-agricultural sector 
— it tends to be higher in most years — and there is considerable dispersion 
around the average in both groups. The average agricultural wage by contrast 
is only a little more than half  the average non-agricultural wage, and there is 
much less variation around the average. 

The effect  on relative income levels therefore  depends very much on 
which group declined with the structural shift  out of  agriculture. A shift  in 
the composition of  the self-employed  group, with the agricultural component 

1 The figures  for  1953 and 1961 were 21.3 per cent and 15.6 per cent respec-
tively, but 1953 was an unusually good year for  agriculture and 1961 an unusually poor 
one. 
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TABLE 23. FAMILY UNITS : COMPOSITION OF INCOME 

Wage  and salary  earners 

Mining  and 
quarrying, 
industry.  Commerce  Transport,  General 

and electri'  and finan-  storage  and government 
Agriculture  city  gas Construe-  cial  insti-  communi- and other Domestic 

Income  group andfishing and water tion tutions cations services service 

1st decile 54.9 10.4 1.8 — — 5.5 3.7 
2nd decile 29.6 28.2 10.5 0.1 1.6 7.8 4.4 
3rd decile 14.0 25.5 16.1 3.3 7.0 14.3 1.0 
4th decile 4.2 27.4 15.9 4.5 9.0 10.6 0.7 
5th decile 3.6 28.7 7.5 6.5 12.4 14.7 0.3 
6th decile 2.2 28.5 4.5 7.2 13.2 22.4 0.2 
7th decile 2.3 24.7 2.7 8.4 12.1 21.3 0.1 
8th decile 1.5 22.4 1.9 9.4 10.4 14.1 0.1 
9th decile 1.2 14.6 0.9 8.9 5.3 19.0 — 

10th decile 0.8 7.0 0.7 7.5 2.3 10.0 — 

Top 5 per cent .. — 5.2 0.6 6.2 1.5 5.6 — 

Top 1 per cent . . 1.9 0.5 4.2 0.3 1.2 — 

TOTAL 11.4 21.8 6.3 5.6 7.3 14.0 1.1 

TABLE 24. FAMILY UNITS: COMPOSITION OF INCOMB 

Wage  and salary  earners 

Mining  and 
quarrying, 
industry.  Commerce  Transport,  General 
and elec- and storage  and government 

Agriculture  tricity,gas  Construe-  financial  commu- and other Domestic 
Income  group andfishing and water tion institutions nications services service 

1st decile 33.5 17.8 5.3 0.3 0.2 9.6 6.2 
2nd decile 20.0 37.1 8.1 2.3 3.3 7.5 2.3 
3rd decile 14.3 33.3 9.4 4.0 7.6 10.6 0.7 
4th decile 1.3 37.8 9.8 7.2 9.5 15.7 0.1 
5th decile 2.6 28.0 8.1 6.2 12.7 18.5 0.2 
6th decile 6.9 25.3 5.2 3.9 13.5 21.8 0.2 
7th decile 1.6 28.7 3.3 4.4 11.2 16.1 — 

8th decile 2.8 19.4 2.7 10.1 10.8 18.3 — 

9th decile 0.1 12.4 0.6 7.3 5.9 13.4 — 

10th decile — 4.7 0.6 4.6 1.8 4.9 — 

Top 5 per cent .. 3.6 0.5 4.7 0.8 2.7 — 

Top 1 per cent .. — 1.0 0.3 3.5 — 2.5 — 

TOTAL 8.3 24.5 5.3 5.0 7.6 13.6 1.0 

becoming less important, has little effect  on relative income levels as they 
are very similar in the groups concerned. A change in the composition of 
wage and salary earners, with agricultural wage earners declining in impor-
tance, tends on the other hand to raise average wage incomes and minimum 
family  income levels, as agricultural workers' families  are concentrated at the 
bottom of  the distribution. 
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GROUPS BY SOCIO-ECONOMIC GROUP, 1953 (Percentages) 

Self-employed 

Agriculture 
Sub-total  and fishing 

Mining  and 
quarrying, 
industry, 
and con-
struction Commerce 

Transport 
and storage Services 

Profes-
sionals  and 

inde-
pendents Sub-total 

Retired 
persons and 
pensioners Rentiers 

76.3 12.5 10.2 0.4 — — 0.4 23.6 0.1 — 

82.2 7.0 2.7 4.0 0.5 0.1 3.0 17.3 0.5 — 

81.1 4.8 1.2 3.1 0.5 0.2 3.3 13.1 5.8 — 

72.4 3.9 2.6 8.5 0.6 0.7 6.0 22.3 5.4 — 

73.6 7.6 1.1 6.7 0.7 0.5 5.0 21.6 4.7 — 

78.2 6.7 1.7 2.8 0.6 0.6 5.9 18.2 3.6 — 

71.6 7.8 1.4 4.3 0.6 1.3 9.7 25.1 3.4 — 

59.7 6.6 3.4 5.8 1.7 2.4 15.0 34.8 5.5 — 

49.7 17.7 5.0 8.0 3.8 3.8 9.0 47.4 2.8 0.1 
28.1 21.4 10.4 10.2 6.0 4.2 13.5 65.6 1.8 4.5 
10.0 21.2 15.7 12.9 4.9 4.4 13.2 72.2 0.6 8.2 
8.1 28.9 22.9 10.4 1.7 1.6 8.1 73.6 — 18.3 

67.4 9.6 4.0 5.4 1.5 1.4 7.1 28.8 3.4 0.5 

GROUPS BY SOCIO-ECONOMIC GROUP, 1959 (Percentages) 

Self-employed 

Sub-total 

Agriculture 
and 

fishing 

Mining  and 
quarrying, 

industry 
and con-
struction  Commerce 

Transport 
and 

storage Services 

Profes-
sionals  and 

inde-
pendents Sub-total 

Retired 
persons and 
pensioners Rentiers 

72.8 7.9 9.7 — 1.6 0.1 19.2 8.0 — 

80.5 3.1 2.6 — — 0.9 0.7 7.4 12.2 — 

80.0 3.7 2.7 0.4 — 1.0 2.4 10.2 9.8 — 

81.4 4.0 2.1 1.1 — 1.9 2.8 11.8 6.8 — 

76.3 6.3 2.5 2.2 0.2 1.6 6.9 19.6 4.1 — 

76.8 4.3 2.2 6.9 0.2 0.9 5.8 20.2 2.9 — 

65.1 3.8 1.5 10.1 0.5 1.6 10.2 27.8 7.0 0.1 
64.1 9.2 2.3 5.0 0.8 2.8 10.9 30.8 5.0 0.1 
39.7 16.1 5.0 16.9 2.2 2.6 12.5 55.4 4.0 0.9 
16.6 25.1 14.7 16.0 7.1 2.0 13.5 78.4 1.6 3.4 
12.3 27.8 18.3 18.7 6.4 1.3 10.6 83.0 0.4 4.4 
7.3 28.4 28.3 24.3 1.4 0.8 3.7 86.8 — 5.9 

65.3 8.4 4.5 5.8 1.1 1.7 6.6 28.1 6.1 0.5 

The decline in the absolute size of  the agricultural labour force  was, 
in fact,  entirely the result of  a movement of  wage earners out of  agriculture. 
The number of  self-employed  in the sector increased marginally from  1947 
to 1961, while the number of  salaried workers fell  by nearly one-quarter, 
with the bulk of  the exodus occurring after  1953. Both groups, however, 
declined in relative importance; agriculture accounted for  22 per cent of  all 
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workers and 34 per cent of  the self-employed  in 1947, and by 1961 these 
figures  were only 14.3 per cent and 26.1 per cent respectively. Within the 
context of  the income distribution estimates, agricultural workers' families 
were 11.4 per cent and independent farm  families  9.6 per cent of  the total 
in 1953, and by 1961 these figures  had declined to 7.9 and 8.4 per cent, 
respectively. 

The effect  of  the decline in farm  workers' families  can be clearly seen 
in the tables. In 1953 some 55 per cent of  all those in the lowest income 
decile and nearly 30 per cent of  those in the second decile were farm 
workers' families,  but by 1961 their importance in those income groups had 
fallen  to 35 and 16 per cent respectively. Despite this sharp decline in the 
importance of  the largest single low-income group, minimum incomes did 
not improve over the period; the shift  toward profits  acted in the other 
direction and had a greater impact. 

Independent farmers  are not concentrated to the same extent in any 
part of  the distribution, and their relative decline was smaller. It is partly for 
this reason that the change does not show clearly in the tables, but it is also 
obscured by the fact  that the income gains and losses of  this group were very 
large in the different  years and this shifted  their relative position in the 
distribution. The groups which replaced farm  workers' families  at the bottom 
of  the distribution were also linked to an important extent to the shifts  in 
the profit-wage  share, and can be understood more readily in the light of 
those shifts. 

The income shifts  between wage earners and the self-employed  were the 
result of  public policy measures, although the policies themselves were not 
primarily aimed at influencing  the inequality in the distribution of  income. 
The first  general policy of  importance in this connexion was a consequence 

TABLE 25 FAMILY UNITS : COMPOSITION OF INCOME 

Wage  and salary  earners 

Mining  and 
quarrying, Commerce 
industry. and Transport General 

and electri- financial storage government 
Agriculture city  gas Construc- institu- communi- and other Domestic 

Income  group and fishing  and water tion tions cations services service 

1st decile 35.12 5.85 6.90 0.32 0.35 7.22 5.8 8 
2nd decile 16.16 22.98 14.24 1.89 4.28 10.68 2.28 
3rd decile 14.61 26.59 9.59 3.41 7.57 14.64 0.51 
4th decile 8.16 28.45 7.98 3.92 10.38 17.05 0.25 
5th decile 2.39 27.85 7.67 6.56 11.15 15.30 0.24 
6th decile 1.20 30.37 4.29 6.16 11.85 21.22 0.11 
7th decile 0.84 27.59 3.99 7.17 9.40 14.30 0.06 
8th decile 0.01 28.13 2.53 6.09 10.15 14.38 — 

9th decile — 22.39 1.46 7.73 6.77 17.39 — 

10th decile — 7.37 0.65 7.35 2.15 7.77 — 

Top 5 per cent .. 4.68 0.57 6.43 1.09 4.36 — 

Top 1 per cent .. — 2.39 0.55 4.99 0.12 0.97 — 

TOTAL 7.87 22.74 5.95 5.05 7.39 13.98 0.94 
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of  the disequilibrium in the external sector: agricultural prices were increased 
in relative terms in the hope that this would stimulate production and increase 
the margin available for  export. Prices rose slightly in the early fifties,  became 
more favourable  after  the middle of  that decade, and beginning with 1959 
have been at still higher levels. But within these periods there were sharp 
fluctuations  in individual years, and hence considerable income shifts  between 
the agricultural and non-agricultural sectors. 

The incomes affected  by the price fluctuations  were almost exclusively 
those of  the self-employed,  since wage rates in the sector do not appear to be 
related significantly  to the price movements, and this was consequently an 
important part of  the income shifts  between wages and profits.  In 1953 
agricultural prices were moderately high, in 1959 they were very high, and 
in 1961 they were low. As a result the self-employed  in agriculture received 
14.1 per cent of  all personal income in 1953. In 1959 their share rose to 
16.3 per cent (despite the fact  that the number of  families  involved was a 
much smaller part of  the total), and in 1961 dropped to 9.8 per cent. These 
shifts  led, of  course, to substantial changes in the position of  the group in 
the income distribution structure. 

The second general policy of  importance in the wage-profit  income shifts 
was designed to deal with the problem of  inflation,  and was commented on 
very summarily in describing the characteristics of  the year 1959. The share 
of  families  of  self-employed  persons in total personal income rose from 
43 per cent in 1953 to 51.4 per cent in 1959, and then declined to 46.2 per 
cent in 1961. It is important to note, however, that the decline was entirely 
due to the loss of  income by those in agriculture. For the non-agricultural 
self-employed  as a whole the income shift  in their favour  which occurred in 
1959 was not even partially reversed in 1961. 

GROUPS BY SOCIO-ECONOMIC GROUP, 1961 (Percentages) 

Self-employed 

Mining  and 
quarryingf Profes- Retired 

Agriculture industry, sionals persons 
and and con- Transport and inde- and pen-

Sub-total fishing struction  Commerce  and storage Services pendents Sub-total sioners Rentiers 
61.63 18.32 8.92 0.03 0.01 3.52 0.27 31.07 7.28 0.01 
72.51 7.36 1.96 0.27 0.04 3.16 2.84 15.63 11.86 0.01 
76.92 6.15 2.34 0.74 0.07 1.80 2.15 13.25 9.80 0.03 
76.19 3.86 2.15 3.84 0.10 1.48 4.42 15.85 7.92 0.05 
71.16 3.64 3.52 7.21 0.16 1.56 6.96 23.05 5.74 0.06 
75.20 5.83 0.99 5.65 0.40 1.27 5.45 19.59 5.08 0.12 
63.35 8.39 1.71 5.63 0.66 1.52 13.12 31.03 5.45 0.16 
61.29 8.72 2.54 11.82 1.19 1.36 5.52 31.15 7.27 0.28 
55.74 9.36 5.13 7.51 2.86 0.83 11.21 36.90 6.51 0.85 
25.29 12.43 14.03 17.11 7.33 1.23 16.79 68.29 2.86 2.93 
17.13 12.04 19.04 24.82 6.59 1.55 14.09 78.13 1.16 3.58 
9.02 17.87 28.70 26.58 2.15 1.24 9.23 85.77 — 5.21 

63.92 8.41 4.33 5.98 1.28 1.78 6.86 28.64 6.99 0.45 
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The major shifts  in the composition of  the different  income levels can 
be readily described on this basis. At the top of  the distribution, the income 
shifts  in favour  of  profits  which occurred in 1959 increased the dominance 
of  the self-employed  groups still further.  While in 1953 nearly two-thirds of 
those in the top decile were self-employed,  in 1959 well over three-quarters 
were in that category. The importance of  wage and salary earners in the top 
decile declined, of  course, correspondingly: from  over 28 per cent of  all 
families  in 1953 to 16.6 per cent in 1959. Government employees in parti-
cular lost ground as a result of  the efforts  to restrict public spending. 

All the self-employed  groups except those in the services sector increased 
their representation at the top of  the distribution. The greatest proportionate 
increase was of  the self-employed  in commerce, since the measures to elimi-
nate controls seem to have benefited  that group in particular. Their numbers 
rose sharply in 1959 and still move in 1961, especially at the very high 
income levels; in 1953 only a little over 10 per cent of  those in the top 
1 per cent of  all families  were self-employed  in commerce, but by 1961 they 
accounted for  well over a quarter of  this select group. 

Independent farmers  were a larger proportion of  those in the top decile 
in 1959, but the improvement in the position of  the group was much greater 
than this change in participation would indicate. Independent farmers  were 
a substantially smaller proportion of  all families  in 1959 than they had been 
in 1953, but with much higher incomes the number in the top decile neverthe-
less increased; the number in the lower income deciles declined considerably. 

One other change at the very top of  the distribution is worth noting. In 
1953 rentiers  represented nearly one out of  every five  families  among the 
very wealthy (the top 1 per cent), but lost this position and, by 1959, their 
relative importance at that level had been reduced by over two-thirds. This 
apparent paradox of  a loss of  position by the rentier  group during a period 
when there was a large income shift  in favour  of  profits  resulted from  the fact 
that the group's primary sources of  income were rents and interest payments. 
Both types of  payments had been subject to controls for  a number of  years, 
and in the face  of  rapid price rises real values had declined substantially. 
While there were some adjustments in 1959, rents and interest remained 
subject to controls, and the average rentier  income was far  below what it had 
been in 1953 in real terms. 

In 1961, just as the income shift  in favour  of  profits  was partially 
reversed, so the dominance of  the top decile by the self-employed  was e 
reduced and the number of  salaried employees rose again. But, contrary to 
the general participation of  the self-employed  groups in the rise in 1959, the 
decline in 1961 was entirely due to the sharp drop in the number of  farmers 
at the top of  the distribution. With high prices in 1959, one-quarter of  those 
in the top decile were farmers,  but with low prices in 1961 the proportion was 
less than one-eighth. 

Except for  those in the services sector, where the number of  high 
incomes continued to decline, the other self-employed  groups either approxi-
mately maintained the position they had achieved in 1959, or increased their 
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representation in the top decile even more. The change in the position of 
professional  persons and independents is particularly worth noting. In 1959 
this group did not increase its participation in the top decile, and declined 
in importance among the wealthiest families.  This appears to have been 
largely due to the lag in the upward adjustment of  fees  by the group, with the 
sudden increase in the rate of  inflation  in 1959. But by 1961 the full  adjust-
ment had been made, and the number of  professional  persons and indepen-
dents at the top of  the income scale rose appreciably. 

Most of  the self-employed  in agriculture who dropped from  the top of 
the distribution in 1961 were replaced by wage and salary earners' families. 
The gain was fairly  general among the different  wage-earning groups, and, for 
the most part, represented a return to the 1953 situation, but there has been 
some shift  in the composition of  these families  at the higher income levels. 
In 1953 governement employees were, by a significant  margin, the most 
important salaried group in the top two deciles, but their position has deterio-
rated as a result of  the continuing efforts  to limit government expenditure. 
While the number of  government employees in the top decile increased in 
1961, the 1953 position was not regained. On the other hand, there has been 
a considerable rise in the number of  higher-income industrial workers, parti-
cularly in the deciles just below the top. This is probably associated with the 
shift  in the industrial structure over the period, as wage rates tend to be 
higher in the consumer durable and intermediate goods industries where 
expansion has been most rapid in recent years. 

In summary, there has been a shift  over the period in the composition 
of  the top of  the income distribution structure. With the shift  in favour  of 
profits,  the dominance of  this part of  the distribution by the self-employed 
groups increased substantially. The aggregate figure  does not show this change 
in 1961, but only because of  the abnormally low incomes received by 
independent farmers  in that year. 

The changes in the composition of  the low income groups are also 
linked in part to the wage-profit  shifts,  but to a greater extent they result from 
shifts  in the socio-economic structure of  the country. The principal change 
was the marked decline, discussed earlier, in the importance of  agricultural 
workers' families.  To a considerable extent they were replaced at the bottom 
of  the distribution by families  headed by retired persons. The number of 
families  living on pensions increased nearly two and a half  times over the 
period as a result of  the major expansion of  the social security system, and 
this was the chief  reason for  the increase in their number among the low-
income group. But with the rapid inflation,  and the efforts  to restrict public 
spending, real incomes fell,  and this too contributed to the increase in the 
importance of  the group in the lower income deciles. 

This is the only major change in the composition of  the income structure 
that assumes a rather different  form  if  the analysis is based on the individual 
income recipient rather than the family  as the income unit. Since most 
retired persons are secondary income recipients in a family  unit, the import-
ance of  this group is much greater and the change correspondingly larger in 
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the distribution by individuals. In 1953 slightly less than 6 per cent of  all 
income recipients were retired persons, but by 1961 the figure  had risen to 
over 12 per cent. Even in 1953 the group was important at the lowest income 
levels of  the distribution by individual income recipient, but in that year 
retired persons were far  outnumbered by domestic servants, agricultural 
workers, and industrial wage earners. By 1959, however, they had become 
the largest single socio-economic group at the bottom of  the distribution, and 
this continued to be the case in 1961. In the latter year, close to 25 per cent 
of  those in the first  two deciles and 15 per cent of  those in the following  three 
deciles were retired persons. As indicated, part of  this increase was due to 
the deterioration in the real value of  pensions; the average pension declined 
sharply in 1959 in real terms, and although it recovered somewhat in 1961, 
it remained about 10 per cent below the 1953 level. 

The other changes in the composition of  the bottom of  the distribution 
were linked to the wage-profit  shifts  and so varied in the two years. In 1959, 
with the decline in the labour share, there was a fairly  general increase in the 
proportion of  non-agricultural workers' families  in the low-income group; 
the largest increase was in the number of  low-income industrial workers, as 
the recession centred on the industrial sector. Correspondingly, with higher 
profit  incomes there were even fewer  self-employed  at the low-income levels. 
With high agricultural prices there was a particularly large decline in the 
number of  farmers  with low incomes, and, just as the participation of  the 
self-employed  in commerce increased the most towards the top of  the 
distribution, so it declined the most towards the bottom. 

In 1961, with the labour share at a higher level, there was a decline 
in the number of  wage earners in the low-income group and an increase in 
the number of  self-employed  but, as the profit-wage  shift  in that year was 
less than general, the change in the composition was concentrated in a few 
groups. With the recovery in the industrial sector, there was a sharp decline 
in the number of  industrial workers among the low-income families,  but there 
was relatively little change in the participation of  the other wage-earning 
groups. 

Among the self-employed,  the increase in their importance in the low-
income group was almost entirely the result of  the change in the agricultural 
sector. With relative prices far  below what they had been in 1959, the 
number of  farmers  in the low-income group more than doubled. 

The change in the composition of  the lower part of  the income distri- r 
bution structure can be summarized as a substantial decline in the represen-
tation of  agricultural workers due to the shift  out of  agriculture, these workers 
being replaced to a considerable extent, and on a more or less permanent 
basis, by retired families.  In addition, there were important changes of  a 
fluctuating  type associated with the wage-profit  shifts,  and stemming in 
particular, from  the changes in the level of  industrial activity and in the level 
of  agricultural prices. 

By contrast with the changes at both the top and bottom of  the distri-
bution, there were no major changes through the wide middle ranges of  the 
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income structure. In so far  as there were changes at all in this area they were 
largely only a counterpart of  the changes at the bottom or top that have 
already been discussed. 

Tables 26, 27, and 28 present the same basic data discussed above, but 
organized in a different  form.  Instead of  viewing the data from  the standpoint 
of  the composition of  the different  income deciles, these tables show the 
location of  each socio-economic group among those deciles, and the per-
centage of  the group which fell  in each decile in each of  the three years. 
The change in the relative income position of  any individual group can be 
more easily seen in this form,  as the absolute size of  the group or changes 
in that size are not a factor. 

For the most part the major changes in the position of  the different 
groups have been mentioned in the preceding discussion, and need not be 
specifically  repeated here. The income shifts  in the agricultural sector, as 
distinct from  its structural decline, are much clearer in these tables. The 
distribution of  agricultural workers among the different  deciles did not change 
substantially, the decline in the relative importance of  the group at the 
bottom being exclusively due to the shift  of  workers to other sectors. The 
change in the position of  the self-employed  in agriculture, on the contrary, 
is sizable; in 1959 with high prices there was a considerable shift  of  the 
group towards the top of  the distribution, and with low prices in 1961 there 
was an even larger shift  towards the lower deciles, 

Changes in the position of  some of  the smaller socio-economic groups 
can also be more clearly seen in these tables. For example, in 1953, practic-
ally all rentiers  were in the top decile, but with the decline in real incomes, 
not quite two-thirds of  the group were still in it in 1961. Finally, the marked 
and continuous loss of  position by the self-employed  in the services sector 
stands out. In 1953 well over half  this group was in the top two deciles and 
hardly any of  it remained at the bottom of  the distribution, but by 1961 the 
situation had been virtually reversed, with less than 12 per cent remaining 
at the top and well over a third being in the two lowest deciles. In addition, 
the number of  self-employed  in this sector increased disproportionately 
during that period. As this is often  an area of  marginal employment, the 
change may reflect  the fact  that the employment situation has become increas-
ingly difficult  as a result of  the developments in recent years, and hence that 
relative incomes for  the group have become lower. 

2. CHANGES IN THE PARTICIPATION OF THE DIFFERENT SOCIO-ECONOMIC 
GROUPS 

It is clear from  the preceding discussion of  the changes in the over-all 
inequality of  the income distribution, and its structure, that these changes 
were brought about very largely by shifts  in income among the different 
socio-economic groups. It is therefore  important to analyse more fully  the 
changes in the participation of  these groups, and this can be better done in 
total and average terms rather than in terms of  their specific  location in the 
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TABLE 26. FAMILY UNITS : DISTRIBUTION OF SOCIO-

Wage  and salary  earners 

Mining  and 
quarrying. Commerce 
industry. and Transport, General 

and electri- financial storage government 
Agriculture city  gas Construc-• institu- and commu- and other Domestic 

Income  group and fishing and water tion tions nications services service 

1st decile 46.9 4.6 2.8 — — 3.8 34.5 
2nd decile 26.8 13.3 17.3 0.2 2.2 5.8 43.2 
3rd decile 12.4 11.8 25.8 5.9 9.7 10.9 9.7 
4th decile 3.7 12.4 25.1 8.1 12.1 7.5 6.5 
5th decile 3.2 13.1 12.0 11.6 16.9 10.5 2.5 
6th decile 2.0 13.4 7.4 13.2 18.4 16.3 1.7 
7th decile 2.1 11.3 4.3 15.1 16.5 15.2 1.4 
8th decile 1.3 10.1 2.9 16.6 14.0 9.9 0.6 
9th decile 1.0 6.7 1.4 15.9 7.2 13.6 — 

10th decile 0.7 3.2 2.4 13.4 3.1 7.1 — 

Top 5 per cent .. — 1.2 1.1 5.6 1.0 2.0 — 

Top 1 per cent .. — 0.1 0.1 0.8 — 0.1 — 

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

TABLE 27. FAMILY UNITS : DISTRIBUTION OF SOCIO-

Wage  and salary  earners 

Mining  and 
quarrying, 
industry.  Commerce  Transport,  General 
and dec-  and storage  government 

Agriculture  tricity  gas Construe-  financial  andcommu- and other Domestic 
Income  group and fishing  and water tion institutions nications services service 

1st decile 40.8 1A 10.2 0.6 0.3 7.1 33.3 
2nd decile 23.8 15.1 15.1 4.4 4.2 5.5 31.3 
3rd decile 17.2 13.6 17.7 8.0 9.9 7.8 23.1 
4th decile 1.6 15.8 18.9 14.7 12.8 11.8 7.5 
5th decile 3.1 11.3 15.1 12.2 16.4 13.4 1.1 
6th decile 8.1 10.2 9.6 7.7 17.4 15.7 1.6 
7th decile 1.9 11.6 6.1 8.7 14.5 11.7 2.1 
8th decile 3.4 8.0 5.0 20.2 14.3 13.5 — 

9th decile 0.1 5.1 1.2 14.5 7.7 9.9 — 

10th decile — 1.9 1.1 9.2 2.4 3.6 — 

Top 5 per cent .. — 0.7 0.4 4.7 0.5 1.0 — 

Top 1 per cent .. — 0.1 0.7 — 0.2 — 

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

aggregate income distribution structure. An analysis of  this kind serves a 
number of  purposes. First, it provides a fuller  exposition of  the income shifts 
underlying the changes discussed in the preceding section; secondly, since 
the income distribution estimates were made within the context of  the system 
of  national accounts, average and total incomes for  these groups could be 
estimated for  other years of  the post-war period, thus making it possible to 
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ECONOMIC GROUPS BY FAMILY INCOME GROUP, 1 9 5 3 

Self-employed 

Total, 
wage and 

salary 
earners 

Agriculture 
and fishing 

Mining  and 
quarrying, 

industry 
and con-
struction 

Transport 
Commerce  and storage Services 

Profes-
sionals 

and inde-
pendents 

Total, 
self-em-
ployed 

Retired 
persons 

and pen-
sioners Rentiers 

11.0 12.7 25.1 0.8 0.2 0.5 8.0 0.3 — 

12.5 7.5 7.1 7.8 3.4 0.8 4.4 6.2 1.5 — 

12.1 5.1 3.1 5.7 3.7 1.4 4.7 4 .6 17.4 — 

10.6 4.0 6.6 15.6 3.9 4.7 8.4 7.6 15.9 — 

10.9 7.9 2.9 12.4 4.6 3.6 7.1 7.5 14.1 — 

11.9 7.1 4.3 5.3 3.8 4.6 8.5 6.4 10.9 — 

10.6 8.1 3.5 8.1 3.9 9.5 13.7 8.7 10.0 0.1 
8.7 6.8 8.4 10.5 11.3 17.0 20.9 11.9 16.0 0.3 
7.4 18.5 12.7 14.9 25.4 27.8 12.8 16.4 8.4 2.0 
4.3 22.3 26.4 18.9 40.1 30.4 19.1 22.7 5.4 97.6 
1.5 11.1 19.8 12.0 16.4 15.8 9.3 12.5 0.9 89.0 
0.1 3.2 6.1 2.1 1.2 1.3 1.2 2.7 — 42.0 

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

ECONOMIC GROUPS BY FAMILY INCOME GROUP, 1959 (Percentages) 

Self-employed 

Mining  and 
Total, 

wage and 
salary 
earners 

quarrying, 
industry 

Agriculture  and con-
andfishing  struction Commerce 

Transport 
and 

storage Services 

Profes-
sionals 

and inde-
pendents 

Total, 
wage and 

salary 
earners 

Retired 
persons 
and pen-
sioners Rentiers 

10.8 9.6 21.6 — — 9.4 0.1 6.9 13.2 — 

12.3 3.7 5.7 — — 5.4 l . i 2 .6 19.7 0.1 
12.5 4.5 5.9 0.7 — 5.7 3.6 3.6 16.0 0.2 
12.9 4.9 4.8 1.8 — 11.2 4.3 4.3 11.3 0.2 
11.5 7.4 5.4 3.8 1.5 9.4 10.3 6.9 6.6 0.4 
11.6 5.0 4.8 11.5 1.4 5.4 8.7 7.1 4.7 0.6 

9.9 4.6 3.3 17.2 4.3 9.5 15.4 9.8 11.2 2.8 
9.9 11.0 5.2 8.6 7.3 16.4 16.7 11.0 8.2 2.8 
6.1 19.3 11.1 29.0 20.6 15.6 19.1 20.0 6.6 20.2 
2.5 30.1 32.4 27.4 64.9 11.9 20.6 27.8 2.6 72.7 
0 .9 16.6 20.1 16.0 29.2 3.8 8.1 14.8 0.3 47.3 
0.1 3.4 6.3 4 .2 1.3 0.5 0.6 3.1 — 12.7 

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

obtain a better understanding of  the events surrounding the three years for 
which detailed estimates by income level were made; and, finally,  policy 
decisions which affect  the distribution of  income generally affect  particular 
groups rather than particular income levels, so this analysis facilitates  the 
discussion of  public policy in chapter VI, and permits a better evaluation of 
the impact of  that policy on income distribution itself. 
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TABLE 28. FAMILY UNITS : DISTRIBUTION OF SOCIO-

ÍVage  and salary  earners 

Mining  and 
quarrying, 
industry,  Commerce  Transport,  General 

andelectri-  and Jinan-storage  and government 
Agriculture  city,  gas Construe-  cial  insti-  communi- and other Domestic 

Income  group andfishing and water tion tutions cations services service 

1st decile 44.7 2.6 11.6 0.6 0.5 5.2 62.6 
2nd decile 21.4 10.5 24.9 3.9 6.0 8.0 25.2 
3rd decile 17.9 11.3 15.6 6.5 9.9 10.1 5.2 
4th decile 10.4 12.6 13.5 7.8 14.1 12.2 2.7 
5th decile 3.0 12.2 12.9 13.0 15.0 10.9 2.5 
6th decile 1.5 13.5 7.3 12.3 16.2 15.3 1.2 
7th decile 1.0 11.8 6.5 13.9 12.4 10.0 0.6 
8th decile — 12.5 4.3 12.1 13.8 10.4 — 

9th decile — 9.9 2.5 15.4 9.2 12.5 — 

10th decile — 3.3 1.1 14.6 2.9 5.6 — 

Top 5 per cent .. — 1.0 0.5 6.4 0.8 1.6 — 

Top 1 per cent .. 0.1 0.1 1.0 — 0.1 — 

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

(a) Sectoral  and  functional  changes in the composition of  the gross product 

The shifts  in income among the diSerent socio-economic groups are, in 
themselves, basically a reflection  of  the sectoral and functional  changes which 
took place. These — in terms of  shares of  the gross product — must be 
mentioned, albeit briefly,  here to indicate the size and type of  the shifts 
which occurred and to place the shifts  in family  income in this broader 
context.2 

The percentage shares of  the three major sectors in the gross product 
(at current factor  prices) in a number of  selected years over the period 
were as follows: 

Agriculture  Industry,  mining 
and fishing  and construction  Services 

1946 21.7 30.6 47.7 
1949 14.0 36.6 49.4 
1953 19.0 32.8 48.2 
1959 19.1 36.4 44.5 
1961 13.3 40.3 46.4 
1965 15.7 40.9 43.4 

The years listed are those for  which estimates of  total and average 
income were made for  the different  socio-economic groups. They comprise 
the three years already discussed, for  which more detailed estimates were 

2 The sectoral and functional  changes in the composition of  the gross product 
during the post-war period are analysed in detail in chapter V. A brief  account is 
given here of  the aspects that round off  the picture. 
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ECONOMIC GROUPS BY FAMILY INCOME GROUP, 1 9 

Self-employed 

Total, 
wage and 

salary 
earners 

Mining  and 
quarrying, 

industry 
Agriculture  and con-
andfishing  struction Commerce 

Transport 
and 

storage Services 

Profes-
sionals 

and inde-
pendents 

Total, 
self-em-
ployed 

Retired 
persons 
and pen-
sioners Rentiers 

9.7 21.8 20.6 0.1 0.1 19.8 0.4 10.9 10.4 0.2 
11.8 9.1 4.7 0.5 0.4 18.5 4.3 5.7 17.7 0.3 
11.6 7.1 5.2 1.2 0.5 9.8 3.0 4.5 13.5 0.6 
11.0 4.6 5.0 6.4 0.8 8.4 6.5 5.6 11.4 1.0 
11.1 4.3 8.1 12.0 1.2 8.7 10.1 8.0 8.2 1.4 
11.9 7.0 2.3 9.5 3.1 7.2 8.0 6.9 7.3 2.6 
9.7 9.7 3.9 9.2 5.0 18.3 18.7 10.5 7.6 3.4 
9.6 10.4 5.9 19.9 9.3 7.7 8.1 10.9 10.5 6.4 
8.7 11.2 11.9 12.6 22.3 4.7 16.4 12.9 9.3 19.0 
4.0 14.8 32.4 28.6 57.2 6.9 24.5 24.1 4.1 65.3 
1.4 7.2 22.1 20.9 25.9 4.4 10.3 13.7 0.8 40.1 
0.1 2.1 6.6 4.5 1.7 0.7 1.4 3.0 — 11.6 

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

available; 1946 and 1949, which encompass the years during which a consi-
derable shift  took place in favour  of  wage and salary income; and 1965, 
the most recent year for  which data were available. As will be seen, the 
greatest changes in relative shares were experienced by the agricultural sector, 
the industrial sector was in an intermediate position in this respect, and the 
smallest changes were in the services sector. 

The total sectoral shifts  shown were the result of  different  types of 
changes, and these should be specifically  noted as they affect  the relative 
position of  the socio-economic groups concerned in different  ways. These 
were, first  of  all, changes which were the reflection  of  medium or long-term 
trends in the structure of  the economy; secondly, the changes which were 
a reflection  of  short-term movements in the level of  economic activity; and, 
finally,  the changes which reflected  fluctuations  in relative prices between 
the different  sectors. 

The agricultural sector was strongly affected  by all three types of 
change, so its share changed the most. The longer-term structural change 

* involved a fall  of  30 per cent in the agricultural sector's share of  the gross 
product during the post-war period (in terms of  1960 prices). The consider-
able changes that took place in relative prices had their greatest impact on 
the agricultural sector, and in particular on the self-employed  in it. And 
although the year which saw the largest decline in agricultural production 
—1952—is not included, there were important short-term variations in 
the production level of  the sector during those years. To some extent these 
short-term fluctuations  coincided with relative price movements, and so 

" magnified  the total change in the relative share of  the sector. Thus, in 1949 
and in 1961 production was abnormally low, and relative prices were very 
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unfavourable,  so that the share of  the sector dropped sharply. In 1959, on 
the contrary, production was at a high level in cyclical terms, and this 
coincided with the very favourable  prices of  that year to give the sector an 
unusually large share of  the gross product. 

The same changes affected  the industrial sector, but the impact was 
less in relative terms. Nearly all the structural decline in the share of 
agriculture was offset  by the increase in the share of  the industrial sector, but 
it is important to note the characteristics of  this increase. First, nearly all 
of  it occurred after  1953; from  1948 through 1953 there was practically 
no increase in the absolute level of  industrial production. Secondly, the more 
recent period of  rapidly expanding production levels has to an increasing 
extent been achieved through rising productivity. Thus, except in the mid-
fifties,  there was little or no increase in employment in the sector. Although 
the industrial sector accounted for  a larger share of  the gross product, the 
proportion of  families  employed in it was significantly  smaller in 1965 than 
in 1946, and this had major implications for  income distribution. 

Changes in relative prices also affected  the industrial sector — they 
were the reverse again of  those in agriculture — but the relative impact was 
less here too. The short-term changes in the level of  industrial activity were 
greater, however, than in the rest of  the economy. Production stagnated from 
1948 through 1953, and so the share of  the sector was low in the latter year. 
In 1959 industrial production declined sharply, and this is reflected  in a 
lower share. In both 1961 and 1965, by contrast, production was at a high 
level, having recovered from  the recessions of  1959 and 1963 respectively. 

Finally, the services sector was relatively little affected  by any of  these 
changes, and this is reflected  in the slightness of  the change in its share of 
the gross product. There was no marked structural change in the sector, it 
was not greatly affected  by relative price changes, and there were no impor-
tant cyclical-type movements. In part, however, this is the result of  including 
numerous different  activities under this heading, and there were some changes 
in the position of  individual socio-economic groups in the sector. 

When the gross product is, alternatively, broken down on the basis of 
the different  types of  functional  payments, these too show substantial changes 
in their relative shares. The most important, from  the standpoint of  the 
income distribution, was in the broad split between labour income on the 
one hand and "gross profits"  on the other. The shares of  these two types of 
payments in the gross product in the same selected years were as follows: 

Labour income » Gross profits 

1946 40.1 59.9 
1949 49.0 51.0 
1953 48.9 51.1 
1959 40.4 59.6 
1961 43.0 57.0 
1965 42.7 57.3 

a Including employers' contributions to the social security funds. 
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Of  the longer-term factors  affecting  these shares, the most important was 
the large relative shift  of  labour from  agriculture to urban activities, and 
this tended to raise the share of  labour income. But long-term effects  were 
greatly outweighed by short-term influences,  and the direction of  these was 
reversed within the time period covered. The share of  labour in the gross 
product rose sharply during the final  years of  the forties,  remained at the 
higher level until the mid-fifties,  and then declined until it was nearly at the 
earlier level. The share of  gross profits,  of  course, fluctuated  in an offsetting 
manner. 

Within each of  these two broad categories there were important changes 
during the period, of  which only those involving the various functional 
payments included in the gross profits  category need be mentioned here. 
These more detailed estimates are not available for  the entire post-war 
period, but even the more recent years for  which they have been made show 
substantial changes reflecting  changes in the functioning  of  the economy. 

The gross profits  category includes the following  items: depreciation 
costs, rent, interest, corporate profits,  and profits  of  individual enterprises. 
The longest series is that of  depreciation estimates, and as these have been 
made at cost of  origin, the rapid inflation  of  the post-war period has 
substantially reduced their size as a share of  the gross product. In 1946 
depreciation at cost of  origin was slightly over 6 per cent of  the gross 
product (already a low figure),  and in recent years has amounted to only a 
little over 4 per cent, with most of  the decline occurring at the very begin-
ning of  the period. This problem of  depreciation, as has been noted before, 
affects  the size of  the other profit  estimates; it is further  discussed and its 
effect  evaluated in the following  chapter. 

The composition of  "net profits"  — that is, gross profits  as shown above 
less depreciation costs — has also changed substantially in recent years, and 
the numerical changes would no doubt be greater if  estimates had been made 
for  more years. Estimates of  rent and interest were made for  the period 1950 
through 1961, and net business profits  were broken down between corpora-
tions and individual enterprises only from  mid-fifties  through 1961. The 
shares of  the gross product accounted for  by these items were as follows: 

Net  business profit 
Sent, 

including  Non-corporate 
land  rent Interest  Total  enterprises  Corporations 

1950 4.7 3.1 38.2 
1953 3.7 3.2 39.7 
1955 3.5 3.4 41.1 36.9 4.2 
1959 2.3 3.2 50.5 44.8 5.7 
1961 2.7 3.7 46.1 39.6 6.5 

Rentals, which include land rents, declined sharply in importance during 
the fifties,  and had doubtless begun to do so even earlier. While interest rose 
in the aggregate, there was a complete change in the type of  earnings which 
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are represented by this item. In 1950 one-fifth  of  all interest payments were 
charges against the national debt, and practically all the remainder were 
earnings on bank deposits. Non-bank credits, however, grew steadily in 
importance — slowly until the mid-fifties,  and rapidly during the last half 
of  the decade — and in 1961 they accounted for  nearly two-thirds of  all 
interest earnings. Both the decline in rentals and in the conventional types of 
interest earnings were the result of  the rapid inflation  and the controls over 
these payments. The result, from  the point of  view of  income distribution, was 
to reduce rentier  income considerably, although rates of  interest in the private 
sector rose appreciably with inflation  and credit restrictions. 

The breakdown of  business profits  between corporations and individual 
enterprises reflects  the substantial rise in the importance of  corporate enter-
prise — largely in the industrial sector — in recent years. But although the 
rise has been rapid, corporate profits  in 1961 were still only a fraction 
of  the total. 

These sectoral and functional  shifts  in the composition of  the gross 
product are of  course not identical with the corresponding shifts  in the 
composition of  personal income. The very brief  discussion above does, 
nevertheless, point out the kinds of  over-all changes in the functioning  of  the 
economy which lay behind the changes in the distribution of  family  income 
among the different  socio-economic groups, and makes these latter changes 
more readily understandable. 

(b) Changes  in the family  incomes of  the socio-economic groups 

Estimates relating to the position of  the different  socio-economic groups 
were made for  each of  the selected years noted earlier, and are presented 
in table 29. Two broadly different  kinds of  change took place, and these 
are better discussed separately. These were first  some important changes 
which tended to be continuous throughout the post-war period, or, at least, 
once the change occurred the new situation was maintained; secondly, there 
were important changes which tended to be of  a shorter-term nature, and 
were reversible within the period. Both can be most readily analysed in terms 
of  the different  functional  groups, and then of  the individual socio-economic 
groups within them. The sectoral-type changes will be clear in this context, 
and need not be discussed separately. 

The biggest changes occurred in the positions of  the two passive func-
tional groups: rentiers  and retired persons. In 1946 the rentier  group received 
6.5 per cent of  all personal income, and had an average family  income far 
above that of  any other group. As late as 1953, the earliest year for  which 
detailed estimates by income level were made, this group was almost entirely 
concentrated at the top of  the distribution; and with average incomes in 
1946 nearly 50 per cent above the national average in 1953, this group must 
have been in a dominant position among the very wealthy families.  This 
position has now been lost. The average income of  the group declined 
steadily and sharply throughout the period, and by 1965 was, in relative 
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terms, less than a quarter of  its amount at the end of  the Second World War, 
and the share of  the group in personal income had been reduced to 1.4 per 
cent of  the total. 

The share of  personal income which went to retired persons, on the 
contrary, rose steadily throughout the period. The sizable expansion of  the 
social security system in the late forties  was almost tantamount to the 
inauguration of  the system on a broad scale, and the number of  retired 
persons grew rapidly and steadily. In 1946 only 1.6 per cent of  all families 
were headed by retired persons, while by 1945 the proportion had increased 
to 7.8 per cent. Average incomes of  the group fluctuated  considerably over 
the period, but continuing inflation  and the numerous efforts  to restrict 
spending to combat it kept the trend definitely  downward. As a consequence, 
the share of  the group in total personal income did not expand in proportion 
to the growth in the number of  families  living on pensions, but it did increase 
substantially, from  1.3 per cent in 1946 to 5.0 percent in 1965. 

The shares of  personal income received by the two major functional 
groups — wage and salary earners and the self-employed  — did not change 
very much over the period as whole. While, as was stressed in the preceding 
section, there were large income shifts  between these two groups and these 
shifts  were the major factor  underlying the changes in the income distribu-
tion structure, by the end of  the period the respective shares of  total family 
income received were again approximately what they had been in 1946. 
Nevertheless, there were important longer-term changes, both in aggregate 
comparisons between the two groups and in the internal composition of 
each one. 

Although the income shares received were approximately the same at 
the beginning and end of  the period, this meant something quite different  to 
the two groups in view of  the changes in the relative number of  families 
involved. In 1946 over 70 per cent of  all families  lived on wage and salary 
income, but this proportion declined steadily throughout the post-war period, 
and by 1965 had fallen  to slightly less than 62 per cent. Most of  this decline 
was offset  by the rising number of  retired persons, but the percentage of  all 
family  heads who were self-employed  also increased. If  the comparison is 
limited to the active labour force,  the self-employed  rose from  28.2 per cent 
to 32.5 per cent over the period, and wage and salary earners' families 
correspondingly declined from  71.8 to 67.5 per cent of  the total. 

This trend is contrary to what is generally expected in the course of 
economic development, as the proportion of  salaried employees is generally 
expected to rise on two grounds. First, the proportion of  salaried persons is 
higher in the urban than in the agricultural sector, and, with the shift  away 
from  agriculture which occurs with growth, the over-all proportion of  wage 
earners should rise. Secondly, with the increasing sophistication of  the urban 
sector the size of  the average firm  and the importance of  corporations is 
expected to grow, and to increase the relative importance of  salaried 
employees within the urban sector itsef.  This is essentially the basis for 
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TABLE 29. RELATIVE SIZE AND AVERAGE INCOME OF 

1946 1949 1953 

Average Average Average 
family  family  family 

Percent-  income Percent-  income Percent-  income 
Percent-  age of  (national  Percent-  age of  (national  Percent-  age of  (national 
age of  personal  average age of  personal  average age of  personal  average 

families  income = 100) families  income = 100) families  income -- 100) 

Wage  and salary 
earners 70.3 45.0 64 70.2 51.3 73 67.3 50.2 75 

Agriculture and fishing 13.5 5.1 38 12.5 3.8 30 11.4 5.0 44 
Industry, mining and 

electricity, gas and 
water 23.4 14.7 63 23.0 17.5 76 21.8 16.3 75 

Construction 4.9 3.0 61 6.6 4.7 71 6.2 3.8 60 
Commerce and finance 6.5 6.1 94 5.8 6.4 110 5.5 6.4 115 
Transport, storage and 

communications . . . 6.6 5.5 83 7.2 6.4 89 7.3 6.0 81 
Government and other 

services 15.4 10.6 69 15.1 12.5 83 15.1 12.7 84 
Domestic service 
Self-employed 27.6 47.2 171 27.2 42.5 156 28.8 43.0 150 
Agriculture and fishing 10.8 17.2 159 10.1 10.4 103 9.6 14.1 147 
Industry, construction 

and mining 3.8 8.5 224 3.8 9.7 255 3.9 8.0 201 
Commerce 4.7 9.9 211 4.6 9.3 202 5.4 7.2 135 
Transport and storage 1.5 2.1 140 1.6 2.4 150 1.5 2.5 168 
Services professionals (1.4 

\ 7.0 
2.2 162 

128 and independents . . . 6.8 9.5 140 7.1 10.7 151 
(1.4 
\ 7.0 9.0 

162 
128 

Retired  persons and 

(1.4 
\ 7.0 9.0 

162 
128 

pensioners 1.6 1.3 81 2.1 1.9 91 3.4 2.7 82 
Rentiers 0.5 6.5 1300 0.5 4.3 930 0.5 4.1 890 

expecting the share of  wage and salary income to rise with the development 
of  the economy and to more or less automatically reduce the inequality in 
the distribution of  income. 

However, this as already observed, has not occurred in Argentina. The 
decline in the relative importance of  agriculture did have an influence  in' this 
direction, as the proportion of  self-employed  in the sector is higher, but it 
was outweighed by other factors.  The absolute decline in numbers in 
agriculture was entirely the result of  the movement of  workers out of  the 
sector, so that their proportion decreased over the period. In 1946, only 
44.4 per cent of  all families  in agriculture were self-employed,  but by 1965 
the proportion had risen to 54 per cent. Within the urban sector there was 
a similar shift,  with the self-employed  families  rising from  23 per cent of 
the total in 1946 to 28 per cent in 1965. Not only does the economy continue 
to be characterized by a production pattern dominated by large numbers of 
relatively small enterprises, but the trend during the post-war period has 
been toward an increase in the relative importance of  those families  whose 
income is derived from  self-employment. 
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THE DIFFERENT SOCIO-ECONOMIC GROUPS IN SELECTED YEARS 

1959 

Average 
family 

Percent-  income 
Percent-  age of  (national 
age of  personal  average 

families  income = 100) 

1961 

Average 
family 

Percent-  income 
Percent-  age of  (national 
age of  personal  average 

families  income = 100) 

1965 

Average 
family 

Percent-  income 
Percent-  age of  (national 
age of  personal  average 

families  income — 100) 

65.3 42.8 65 
8.3 3.5 41 

24.5 15.3 62 
5.3 2.9 55 
5.0 5.1 100 

7.6 5.5 72 

14.6 10.5 72 

28.1 51.4 182 
8.4 16.3 194 

4.5 10.6 232 
5.8 11.8 202 
1.1 2.6 234 

I 1.7 1.7 97 
1 6.6 6.6 127 

6.1 3.7 60 
0.5 2.1 464 

63.9 47.2 74 
7.9 3.1 40 

22.7 17.4 77 
5 .9 3.5 58 
5.1 5.8 114 

7.4 5.7 77 

14.9 11.7 79 

28.6 46.2 161 
8.4 9.8 116 

4.3 10.5 244 
6.0 12.2 204 
1.3 2.8 214 

R I-» 1.5 82 
T 6.8 9.4 137 

7.0 4.9 70 
0.5 1.7 385 

61.9 46.8 76 
7.4 3.1 42 

20.1 17.7 88 
6.1 3.5 57 
5.3 5.5 104 

7.6 5.5 72 

15.4 11.5 75 

29.8 46.8 157 
8.7 12.0 138 

4.5 10.4 231 
6.3 10.6 168 
1.4 3.4 243 

126 8.9 10.4 117 

7.8  5.0 64 
0.5 1.4 280 

The decline in the relative importance of  wage-earning families  puts a 
different  complexion on the fact  that the share of  wage and salary income 
was approximately the same at the beginning and at the end of  the period. 
While the total share did not change, the average wage income rose substan-
tially: from  64 per cent of  the aggregate family  average in 1946 to 76 per 
cent in 1965. The increase occurred from  1946 to 1949, but, while the share 
of  wage and salary income in the total declined again after  the latter year, 
the average wage income remained at the higher level. It is important to note, 
however, that there were considerable fluctuations,  with the average wage 
declining during the years of  recession, and that both 1961 and 1965 were 
years of  peak activity. 

Both the decline in the relative importance of  wage-earning families 
and the rise in their average income were entirely accounted for  by changes 
in the positions of  two wage-earning groups: agricultural workers and indus-
trial workers. Most of  the decline in the relative number of  families  was the 
result of  the shift  of  workers out of  agriculture; whereas they accounted for 
13.5 per cent of  all families  in 1946, by 1965 the figure  was only 7.4 per cent. 
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There was also, however, a drop in the importance of  workers in the 
industrial sector after  1959. Up to that date the group had roughly maintained 
its relative position, with fluctuations  depending upon the level of  activity in 
the industrial sector, but during the sixties there has been a substantial 
decline. The other working groups, which, apart from  construction, include 
the services sector — approximately retained their relative position. 

The rise in the average wage income was in part accounted for  simply 
by the sharp decline in the importance of  agricultural workers; by reducing 
the weight of  the lowest income group, this automatically raised the over-all 
average. But most of  the rise resulted from  the large increase in the average 
wage in the industrial sector, industrial workers being the only working group 
whose average wage trend was clearly upward over the period. The remain-
ing groups — again the services sector plus construction workers — had an 
average relative income in 1965 equal to what it had been in 1946, and well 
below the level reached in 1949. 

The improved situation of  industrial workers is probably to a consider-
able extent a reflection  of  the stronger organization and hence greater bar-
gaining power of  this group, but there have been other important factors  at 
work which have at the same time tended to reduce the relative importance 
of  industrial workers and to increase their average wage. On the one hand, 
the industrial growth of  recent years has been most rapid in those areas 
which utilize relatively small amounts of  labour, but where the average wage 
tends to be high, and this both raises the over-all average wage and holds 
down employment in the sector. In addition, during the early sixties there 
was a large amount of  investment in the traditional industries with a view 
to increasing efficiency,  and this generally means reducing labour require-
ments; the labour displaced is usually the least skilled and presumably 
receives the smallest wages, and this will therefore  at the same time tend to 
increase the average wage. 

These developments have probably tended to worsen the distribution 
of  income at the lower levels. The industrial sector still employs a large 
proportion of  the labour force  — nearly one-third of  all wage-earning 
families  in 1965 — but with the relatively slow over-all growth rate of  recent 
years the trend has been toward a declining participation with higher average 
wages for  this group. With the large migration of  workers out of  agriculture, 
the overflow  has gone into other sectors and relative wages there have 
declined. 

With respect to the self-employed,  the approximately constant share of 
personal income received, combined with the increase in the number of 
families,  means that the average family  income of  the group as a whole 
declined slightly in relative terms during the post-war period. There is the 
same reflection  here of  the decline in the relative importance of  the agri-
cultural sector: independent farmers  decreased in relative terms, while the 
non-agricultural self-employed  increased from  16.8 per cent of  all families  in 
1946 to 21.1 per cent in 1965. The average income trends among the 
different  self-employed  groups varied considerably, with only the small 
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transportation group showing a definite  upward movement. The short-term 
changes were more important for  these groups, however, as self-employed 
incomes were more affected  by the continuing inflation,  changing relative 
prices, and fluctuations  in the level of  economic activity. 

In summary, the socio-economic structure in 1965 was substantially 
different  from  what it had been at the end of  the Second World War. There 
were many more retired families,  significantly  more self-employed,  and a 
reduction in the proportion of  wage-earning families.  The rentier  group had 
lost its position at the top of  the income structure. The average wage was 
higher (although the gain was limited to industrial workers), the average 
pension was substantially lower, and the self-employed  average mildly 
reduced, all in relative terms. 

These changes affected  the over-all inequality in opposite ways. The 
loss of  income by the rentier  group was the principal factor  in reducing 
the inequality, and the narrowing of  the gap between the average wage and 
the average self-employed  income had a similar, if  less pronounced effect.  But 
the average self-employed  income remained more than double the average 
wage, and the distribution among the self-employed  is much more unequal, 
so that the relative shift  of  families  from  wage income to self-employment 
tended to increase the aggregate inequality. The decline in the average retired 
income had the same influence,  and was important in that it reduced incomes 
at the very bottom of  the scale; but the large increase in the number of  retired 
families,  although increasing their number at the lower income levels, was 
naturally a positive factor  in social terms; in earlier years these families  would 
have had even less income or would not have been able to live as a 
separate unit. 

The net effect  of  the different  changes was a decline in inequality over 
the period as a whole; on the basis of  an approximate calculation the top 
10 per cent of  all families  were receiving about 42 per cent of  all personal 
income in 1946 but only about 39 per cent in 1965. But even in trend terms 
it is important to recall that this net change came about through a sharp 
reduction in inequality during the final  years of  the forties  after  which, with 
fluctuations,  there was an increase in inequality during the following  decade 
and a half. 

Apart from  these trend-type changes, there were important short-term 
fluctuations  which stand out when different  years are compared within the 
post-war period. As has been stressed before,  these changes largely involved 
income shifts  between the two active functional  groups — wage earners and 
the self-employed  — and the exact nature and magnitude of  these shifts  is 
clearer when analysed in terms of  the aggregate and average incomes of  the 
various socio-economic groups. 

The distribution of  income which existed at the beginning of  the 
post-war period was unequal, comparing closely in some crucial aspects with 
the situation temporarily reproduced by the drastic stabilization and libera-
lization measures in 1959. In 1946, the share of  total personal income 
received by the top 10 per cent of  all families  was about the same — 
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42 per cent on the basis of  an approximate calculation — and the average 
income of  wage-earning families  was the same as the low 1959 figure  in 
relative terms. Self-employment  incomes were high, although not quite so 
high as in 1959, and the rentier  group was in a very favourable  position. 
Although in later years, this degree of  inequality was only experienced in 
1959, it is probable that the 1946 distribution was fairly  representative of 
the distribution prevailing during the pre-war period in Argentina. 

The years immediately following  1946 were those in which there was 
a sharp shift  in income in favour  of  wage and salary incomes, resulting in a 
considerable decline in the over-all inequality of  the distribution. A compar-
ison of  1946 with 1949, which marked the end of  this phase of  redistribution, 
therefore  gives a good idea of  the aggregate shift  which took place, and by 
putting the analysis in terms of  the socio-economic groupings, makes it quite 
clear what kinds of  changes were involved. The share of  wage-earning 
families  rose from  45 to 51.3 per cent while that of  self-employed  families 
fell  from  47.2 to 42.5 per cent, and rentier  families  lost over 2 per cent of 
total personal income during that three-year period. 

The shift  was not, however, a straightforward  one from  profits  to wages, 
as these aggregate figures  might seen to imply; it rather involved a substantial 
income shift  from  rural to urban families,  with most, but not all, of  the gain 
going to wage-earning families  within the latter group. While agricultural 
families  received 22.3 per cent of  all personal income in 1946, their share 
was only 14.2 per cent in 1949; by contrast, the share of  non-agricultural 
families  (not including rentiers  or the retired) rose from  69.9 to 79.6 per cent. 

This sectoral shift  in income was partly a reflection  of  the decline in 
the relative importance of  agriculture, aggravated by the fact  that 1949 was 
a poor year for  the sector, but most of  it was the result of  changing relative 
prices. The prices received by the agricultural sector had declined steadily 
in relative terms, and in 1949 were more than one-quarter below their 1946 
level, despite the fact  that these were years when world prices were excep-
tionally favourable  for  Argentine exports. In effect,  proceeds from  the 
agricultural sector were used to finance  the dual objective of  encouraging 
the growth of  the urban sector and of  raising working incomes within 
that sector. 

The major burden of  the agricultural sector's loss of  income was borne 
by the self-employed.  The share of  independent farm  families  dropped from 
17.2 to 10.4 per cent of  total personal income, and their average income 
in 1949 was at its lowest level, in relative terms, for  the entire post-war 
period. However, farm  workers' families  also suffered  a substantial decline 
in income during this period, in contrast to the fifties  and sixties, when, 
mostly owing to wage legislation, agricultural workers' incomes were 
essentially unaffected  by changing relative prices. 

The gain by the urban sector went very largely to wage-earning families, 
as a result of  the policy of  promoting labour organization and granting large 
money increases in wages and their share of  total personal income rose from 
39.9 to 47.5 per cent over the period. There was, to a certain extent, a greater 
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shift  towards the working groups in those areas which received a special 
stimulus — industry, construction, and government — but all urban working 
groups experienced a substantial rise in their average income levels. The 
average income for  all urban working families  rose from  70 per cent of  the 
national average in 1946 to 82 per cent in 1949. 

As already noted, these increases were not at the expense of  the urban 
self-employed  groups, as these also increased their share, from  30 per cent 
of  all family  income in 1946 to 32.2 per cent in 1949. Only the self-employed 
in commerce suffered  a small decline in average income in relative terms, 
and while the increases obtained by the other groups were proportionately 
smaller than those of  wage-earning families,  it should be observed that 
self-employed  incomes in industry and services and those of  professionals  and 
independents were at relatively higher levels in 1949 than in any other year 
of  the post-war period. 

The brief  period of  rapid growth and relatively abundant funds  with 
which to promote aggressive expansion programmes came to an end in 1949. 
Export volumes had already been declining, and dropped sharply with the 
reduced agricultural production in that year and, combined with much lower 
external prices, the purchasing power of  exports was not much more than 
half  its average during the preceding three years. High import levels, plus 
large debt repayments and the nationalization of  foreign  concerns had 
depleted the exchange reserves which were available at the end of  the war. 

Of  the numerous changes which the new situation involved, several were 
of  particular importance because of  their effect  on the income distribution 
structure. First, imports were sharply cut back, and the exchange rate was 
depreciated for  the first  time during the post-war period, thus considerably 
reducing a major element of  subsidy to the urban groups, particularly the 
industrial sector. Secondly, the policy of  large wage increases was dropped, 
although this did not imply a shift  to a policy of  wage restriction. Finally, 
as part of  the effort  to increase production and hence export earnings, 
agricultural prices were increased in relative terms. 

On balance, these changes produced only small shifts  among the major 
functional  groups between 1949 and 1953, but there were again some 
important changes along sectoral Unes within them, and even the approximate 
maintenance of  the over-all situation must be qualified  in the context of  the 
period itself.  There was almost no growth in the economy as a whole between 

* these years, and per capita production declined about 5 per cent, so that the 
maintenance of  a constant share meant a decline in real per capita 
income levels. 

The share of  wage-earning families  in personal income fell  slightly, but 
the tendency for  these families  to decline in numerical importance is apparent 
for  the first  time during these years, so that the average income actually rose 
somewhat; the movement of  workers out of  agriculture continued and there 
was also a considerable decline in industrial workers with the stagnation of 
that sector. The only working group which improved its income level 
substantially between 1948 and 1953 was that of  agricultural workers, as 
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wage legislation brought about an increase (relative to 1946) similar to that 
achieved earlier by the other working groups. The urban working groups as 
a whole had a marginally lower average income in 1953, in relative terms, 
although there were divergent movements among the different  groups. 

Thus, the granting of  higher prices to the agricultural sector in the years 
following  1949 was achieved without any major shift  of  income away from 
the urban working groups, and therefore  made no appreciable change in the 
over-all inequality of  the distribution. The shift  of  income to the agricultural 
sector was nevertheless sizable. As noted, agricultural wages were much 
higher, and even so the average income of  independent farm  families  almost 
recovered its 1946 level in relative terms, and their share of  personal income 
rose from  10.4 per cent in 1949 to 14.1 per cent in 1953. 

This gain was offset  by a decline in the relative position of  the urban 
self-employed.  Their share of  personal income shrank, although they 
increased considerably in number. While independent famers  continued to 
lose relative importance, the urban self-employed  increased from  17.1 to 
19.2 per cent of  all families  between these years. The average family  income 
for  the urban self-employed  as a whole was therefore  some 20 per cent less 
in 1953 than in 1949, and only for  those in transportation was it a little 
higher. 

It is a some interest to contrast the changes in these years with those 
of  the late fifties  and early sixties, as some of  the basic problems were the 
same, and the attempted solutions were of  a differrent  sort. During this 
period, and subsequently the two major problems were the external crisis 
and inflation.  The former  was at that time and later met by import restric-
tions and the granting of  higher prices to the agricultural sector in an effort 
to increase export production. But the anti-inflation  measures were of  an 
essentially different  sort. Credit restrictions, less government spending, and 
wage restraints were all resorted to although less stringently than in later 
years, but with the major difference  that they were not accompanied by any 
effort  to shift  to a reliance on free  market prices in operating the economy. 
Controls, including price controls, continued to be a central aspect of  public 
policy. 

In this context, there was no large shift  of  income from  wages to profits, 
as occurred later. The higher agricultural incomes resulting from  better prices 
were obtained almost entirely at the expense of  the urban self-employed.  As 
a consequence, the income distribution did not become more unequal — 
again by contrast with its evolution in later years; in fact  the inequality even 
declined slightly as a result of  two more or less incidental factors.  Agricultural 
workers' incomes were much higher and this raised minimum income levels 
somewhat; moreover, the concentration of  income at the top is greater 
among the self-employed  in industry and commerce than in agriculture, so 
the shift  of  income from  the two former  to the latter group reduced the 
concentration slightly. The approximate calculations made indicate that the 
share of  personal income received by the top 10 per cent of  all families  was 
about 38 per cent in 1949 and fell  to 37 per cent in 1953. 
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The measures taken to deal with the immediate shortage of  foreign 
exchange, in combination with those taken to combat inflation,  did, however, 

r have the same restrictive effect  on production levels as in later years, although 
in a rather different  way. The severe measures associated with 1959 and 
subsequent years resulted in acute crises followed  by periods of  recovery, 
whereas the somewhat milder measures of  1949 and the early fifties  which 
were largely due to balance-of-payment  difficulties  resulted, not in a crisis, 
but rather in a period (1949 through 1953) of  stagnation aggravated by the 
sharp drop in agricultural output in 1952. This produced relative stability 
in the income distribution structure in the early fifties,  whereas in 1959 and 
the following  years the structure was markedly unstable, with sizable changes 

y from  one year to the next. In part this was due to the achievement of  relative 
price stability in 1953 and 1954, whereas prices continued to rise at a rapid 
rate throughout the first  half  of  the sixties. 

The changes associated with the years 1959 and 1961 have already been 
discussed in some detail in an earlier section, and need not be dwelt on here. 
The data on aggregate and average incomes of  the different  socio-economic 
groups show some aspects of  these changes more clearly, and this can be 
observed from  the table. The sharp shift  of  income from  wages to profits 
in 1959, with all working groups losing and most self-employed  groups 
gaining, is clear in this form,  as is the essential maintenance of  this new 
situation in 1961 for  most groups. Only the farmers  among the self-employed 
lost sharply in 1961, and while most working groups gained, only those in 
the industrial sector were able to regain their 1953 status and maintain 
themselves at that level. 

The estimates for  1965 provide a somewhat more complete basis for 
judging the changes in the income distribution structure during the post-1959 
period, and, in comparing the data, it is first  important to note the general 
characteristics of  the year itself,  which was, on the whole, very much the 
same as 1961. As has been stressed, the period since 1959 has been 
characterized by sharp fluctuations  in the level of  economic activity, and by 
income shifts  between the urban and rural sector and between the major 
functional  groups. Just as 1961 marked the peak of  the recovery after  the 
1959 recession, so 1965 was the peak of  the recovery which came after  the 
recession of  1962-63. Thus, the features  which have tended to characterize 
the phase of  the fluctuations  were common to both years. The principal 
difference  between the two was in the agricultural sector. Production in the 
sector expanded considerably in 1964 and 1965, and relative prices, although 
less than their average in recent years, were above the low 1961 level; on 
both counts the-share received by independent farmers,  and their average 
income, were higher. 

There are two points with respect to the distribution of  income during 
the post-1959 period which are substantiated by the information  for  1965, 

f  and both are related to the fact  that over-all growth has been slow because 
of  the repeated recessions: from  1958 to 1965, both years of  peak activity, 
per capita production increased at an average rate of  only one-half  of 
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1 per cent per annum. This has meant, first,  that the conflict  over income 
levels among the different  groups could not be resolved to any significant 
extent by an expanding total to be distributed; it has continued to be a 
struggle for  relative shares in a more or less constant total. Different  groups 
tend to gain or lose at different  stages of  the fluctuations,  and the fluctuations 
themselves can be considered in part a reflection  of  the struggle, but the 1965 
data indicate that only industrial workers have been able to improve their 
situation substantially in anything more than this transitory way. 

Secondly, there are indications, even at this very aggregate level, that 
it is beginning to be difficult  to absorb the increase in the labour force 
productively, and this has naturally had an adverse effect  on income distribu-
tion. The slow tempo of  growth, plus the technological trend discussed earlier, 
have reduced the share of  industrial workers in all families  from  24.5 per cent 
in 1959 to 20.1 per cent in 1965. Together with the persistent decline in the 
importance of  agricultural workers, this has given rise to a surplus that has 
had to be absorbed into other activities, which was no doubt a difficult  task. 
Apart from  those in agriculture and industry, all working groups increased 
their relative importance in 1965, and average incomes in all those groups 
declined mildly. There were also increases in the urban self-employed  groups, 
and average incomes again generally declined. It is probable that this is 
worsening the income distribution by increasing the number of  families  in the 
groups with very low incomes, but detailed estimates, like those available 
for  the three years 1953, 1959, and 1961, would be required to verify 
this supposition. 

Finally, table 30 shows the movements of  absolute income levels, 
expressed in constant prices, for  the different  socio-economic groups. This 
makes it possible to appreciate more fully  what the changes in the distribution 
of  income have meant to different  groups in the economy, and also helps to 
explain why the struggle over relative shares became so bitter. 

The movement of  the average family  income for  the society as a whole 
sets the framework  within which relative income shifts  occur, and this has been 
very unfavourable  in Argentina. During the brief  period of  rapid expansion at 
the end of  the forties  average family  incomes rose rapidly, and in 1949 were 
some 13 per cent above their 1946 level. Thereafter,  however, there was 
a decline and then a prolonged period of  relative stagnation, and it was only 
in the mid-sixties that the earlier peak was finally  surpassed. Thus, for  a 
decade and a half,  average family  income was lower, in real terms, than the f 

level achieved at the end of  the forties. 
Furthermore, the changes in the distribution of  the available total made 

this situation worse for  major groups in the economy. The shift  in income 
from  the rural to the urban sector which took place between 1946 and 1949 
reduced the average real income of  independent farm  families  by a quarter, 
despite the rising total, while the average income of  urban salaried families 
rose by 30 per cent. In addition to the rural sector, the rentier  group also , 
lost ground; but all other socio-economic groups were better off,  in absolute 
terms, in 1949 than in 1946. 
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TABLE 30. AVERAGE REAL FAMILY INCOMES IN SELECTED YEARS FOR DIFFERENT SOCIO-ECONOMIC 
GROUPS A 

(1953 = 100) 

1946 1949 1953 1959 1961 1965 

Wage  and salary  earners ... 88 113 100 94 111 126 
Agriculture 89 81 100 101 101 118 
Industry and mining 88 119 100 90 115 146 
Construction 106 137 100 98 108 118 
Commerce and finance  .. 85 111 100 94 111 112 
Transportation and 

communications 106 128 100 95 106 110 
Services b 84 113 100 91 103 109 

Self-employed 118 122 100 131 121 130 
Agriculture Ill 82 100 143 89 117 
Industry, construction 

and mining 115 148 100 124 135 143 
Commerce 162 175 100 161 169 155 
Transportation 86 104 100 150 143 179 
Services c 109 132 100 98 105 109 

Retired  families 105 130 100 79 96 97 
Rentiers 150 122 100 56 49 39 

TOTAL 103 116 100 108 112 124 
a Absolute incomes, in current prices, were deflated  by the implicit price index for  private consumption 

taken from  national accounts data for  the years 1953, 1959, and 1961. For the remaining years this index was 
not available and current incomes were deflated  by the cost-of-living  index, 

b Includes both government workers and domestic servants, 
c Includes professionals  and independents. 

When this process was reversed in later years, however, it was within 
a stagnating total, and the gains of  one group had to be fully  offset  by the 
losses of  another. The granting of  more favourable  prices to the agricultural 
sector in the early fifties  improved farm  incomes in real terms (although the 
average farm  operator income remained lower than in 1946), but, with a 
smaller total available, this meant a sharp decline in absolute income for 
the urban groups. 

With the further  improvement in agricultural prices, combined with other 
measures favouring  the self-employed,  the situation was aggravated in 1959. 
The average urban wage-earning family  found  itself  with an absolute income 
some 20 per cent less, in real terms, than a decade earlier. The average 
pension was 40 per cent less than in 1949; and even the urban self-employed, 

v although they gained considerably from  the changes, did not, for  the most 
part, regain the absolute income levels they had enjoyed in 1949. Only the 
rural sector was clearly better off,  in absolue terms, than in any previous year 
of  the post-war period. 

In 1961 the urban groups were uniformly  better off,  but again partly 
at the expense of  the rural sector, since the average farm  operator family  saw 
its income drop by over 35 per cent from  its 1959 peak. 

Only in 1965 did absolute incomes for  the first  time improve in 
general, and, for  a number of  groups, reach the highest level of  the post-war 
period. This was made possible by a considerable increase in the total, as 
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the over-all average family  income finally  surpassed the 1949 level, thereby 
making it possible for  some groups to improve their position without the 
necessity of  a corresponding decline in the absolute income of  others. In 
absolute terms the average wage and salary income was well above that for 
any other year, and the average self-employment  income was nearly equal 
to the 1959 peak. Even in 1965, however, there were a number of  salaried 
and self-employed  groups which had enjoyed higher absolute incomes in 
earlier years, and both of  the passive functional  groups had an average family 
income that was well below earlier levels. 

The changes which occurred in the distribution of  income were there-
fore  particularly keenly felt.  They meant not only changes in relative income 
positions, but also that the losing group was likely to suffer  a decrease, often 
of  a substantial nature, in its absolute income as well. The struggle for 
relative shares was also a struggle to maintain absolute positions, and in any 
given year there were always important groups which could point to a 
deterioration in their real income level. In such circumstances the conflict 
is likely to be a bitter one, and it was only in 1965 that rising aggregate 
incomes indicated the possibility that the tension might be eased. 
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Chapter IV 

THE DISTRIBUTION OF MONEY INCOME 
AND REAL WELFARE 

The data and the analysis in the preceding two chapters have been 
concerned with the distribution of  money income, and although this is the 
principal determinant of  the distribution of  real economic welfare,  it is not 
the only one. Various influences  may intervene to make the distribution of  real 
welfare  diverge from  the patterns shown, and this chapter discusses the most 
important of  them. It should be noted that no attempt is made here to enter 
into the wider area of  welfare  in socio-cultural terms, the discussion being 
limited to the purely economic aspects of  welfare  and its distribution. Even 
with these limitations the conclusions are less precise than they might be 
because they cannot be based on quantified  data; it is not possible to present 
any final  numerical distribution of  real welfare. 

1. QUALIFICATIONS TO THE MONEY INCOME FIGURES 

It is first  necessary to note that the statistical estimates are less than 
complete or are biased in one way or another. A detailed statement has 
already been published of  the concepts, methods and sources used in the 
statistical investigation of  money income, and of  the methodology used to 
combine and weld them into a homogeneous set of  definitions,  bases, periods 
of  observation and classifications.1  All that will be done here, therefore, 
is to mention the qualifications  which restrict the use of  the statistical esti-
mates — including the basic definitions  of  income and of  estimates of 
depreciation — in an analysis of  welfare. 

As is the case with nearly all income distribution estimates, the figures 
relate to the concept of  current income, and hence do not include capital 
gains and losses, which clearly have an effect,  and perhaps an important 
effect,  on economic welfare.  No estimates are available even of  approximate 
magnitudes on capital gains, and with the rapid inflation  which has 
characterized the Argentine economy since the late forties  it would be 
almost impossible to arrive at meaningful  figures.  Two very general points, 
however, can be made. 

First, there is no doubt that, historically, capital gains have been a 
significant  factor  in the accumulation of  personal wealth and hence in the 

1 CONADE/CEPAL, Distribución  del  ingreso y cuentas nacionales  en la Argen-
tina  (Buenos Aires, 1965), vol. I. 
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subsequent generation of  income. Less than a century ago the Pampa was 
largely unpopulated, and Buenos Aires was a city of  only about 225,000 per-
sons. Those who obtained property holdings, often  extensive, at that time, 
saw them rise enormously in value during the rapid economic expansion at 
the end of  the last and the first  half  of  the present century and become a 
substantial source of  income. The same also occurred, although to a lesser 
extent, with commercial and industrial property with the growth of  enterprises 
in those sectors. Given the strong social preference  for  retaining property, 
particularly land, in the family,  there is no doubt that many higher incomes 
are based, through inheritance, on capital gains of  this sort. 

Secondly, it is probable that net capital gains have been much less 
important, in real terms, in recent years. The rate of  economic expansion has 
been much slower, particularly in the agricultural sector, and it is expansion 
which is the principal cause of  general increases in the value of  real assets. 
But even during these years capital gains (and losses) were of  major 
importance to some individuals and groups, and hence probably an important 
factor  in the distribution of  real welfare.  During this more recent period 
most of  these gains and losses were of  a fundamentally  different  kind: they 
resulted primarily from  the process of  inflation.  In general those who were 
recipients of  credit gained: interest rates, in real terms, were negative by a 
considerable margin, and loan values were fixed  in money terms so that 
repayment was only partial in real values. It was primarily the business 
sector which gained in this way, but those who had access to personal 
credit — for  the purchase of  homes or durable consumer goods — also 
benefited  greatly. Those who suffered  capital losses were those who held 
financial  assets such as bonds or mortgages, or rental property on which rents 
were frozen  in money terms. It was noted in chapter III that the real income 
of  the rentier  group declined substantially in real terms as a result of  this 
process, and it was the same group which sustained much of  the capital 
loss involved. 

Something that is, perhaps, equally important, is that the desire of  the 
high-income group to obtain income in the form  of  capital gains rather than 
current "earned" income, for  tax motives, does not appear to have become 
a significant  factor  as yet in Argentina. In some of  the advanced industrial 
countries this has been cited as a major disparity between the current 
income of  the high-income group and its economic welfare,  but in Argentina 
the desire to reduce income-tax payments appears to be expressed almost 
entirely in the form  of  simple evasion. 

A somewhat related "omission" is the fact  that the figures  refer  to 
personal income, and so do not include any income which persons may in 
some sense control but do not directly receive. It has sometimes been claimed 
that undistributed corporate profits  should be counted as income accruing 
to the owners of  corporate shares, since they presumably benefit  from  the 
use of  these funds  within the company in the form  of  an eventual capital 
gain. This factor  has been of  growing significance,  both because corporations, 
and hence corporate profits,  are becoming increasingly important, and 
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because, in more recent years, a larger share of  the total has been retained 
within the company. Gross corporate profits  rose from  3.8 per cent of 
personal income in 1953 to 6 per cent in 1961, and whereas in the early 
fifties  dividend payments were more than double the level of  retained 
earnings, by the early sixties they were of  about the same magnitude. 
Undistributed profits,  in consequence, were slightly less than 1 per cent of 
personal income in 1953, but by 1961 had doubled their relative importance. 
In that year they amounted to nearly 5 per cent of  the income of  the top 
10 per cent of  all families,  who may reasonably be assumed to have held the 
great bulk of  corporate shares. It should be noted, however, that in the 
context of  rapid inflation  a large proportion of  these funds  are required 
simply to keep the business going at the same level and therefore  are not 
real profits. 

Apart from  exceptions of  this sort which result from  the income 
concept used, some forms  of  income should clearly be included in the figures 
but are not included at all, or only partially, because of  the lack of  basic 
data needed for  arriving at a reasonable estimate. In the aggregate these items 
are small, but they may be important for  particular groups. 

First, there is the problem of  estimating the value of  income in kind. 
This is significant  in the agricultural sector, and estimates were made and 
included in the figures  for  this sector. For the rest of  the economy it was not 
feasible  to arrive at meaningful  estimates, and so no allowance has been 
made for  income in kind. While some income of  this sort is common, it is 
thought to be small in relation to money income received, except in some 
forms  of  service occupations, particularly domestic service. For domestic 
servants who live in (about half  the total), the provision of  lodging and meals 
may have a value of  from  50 to 100 of  their wage income, and this is not 
included in the figures.  The economic welfare  of  the group as a whole is 
therefore  considerably higher than the money income figures  indicate. 

Secondly, it was not possible to include any estimate of  imputed income 
from  property. Where property is used to yield a money income in any way, 
then that income is included, but where property is used directly by the 
owner then no imputed value has been added for  the use of  the property. 
The most important item of  this sort is imputed rent for  owner-occupied 
dwellings. The exclusion of  this item, and also of  other forms  of  imputed 
income from  property, understates to some extent the relative economic 
welfare  of  the upper income group, as property ownership is most frequent 
in those groups. This distortion is probably less in Argentina than in most 
of  the countries of  the region, however, as home ownership is common 
through a wider income range. The 1947 census showed that nearly 40 per 
cent of  all dwellings were owner-occupied, with the figure  ranging from 
26 per cent for  single-room dwellings to nearly 50 per cent for  those with four 
rooms or more. The 1960-61 mobility survey in Buenos Aires found  approxi-
mately half  the dwellings surveyed to be owner-occupied, and the ownership 
ratio  tended to rise with income levels. In the agricultural sector rental pay-
ments are rare, housing being almost always either owned by the occupant or 
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provided rent free.  In the latter case this is really a form  of  payment in kind 
which has not been included in the estimates. Thus the position of  agri-
culture as a whole, vis-à-vis the rest of  the economy, is rather better in 
terms of  real welfare  than the money income estimates indicate, although 
it should be noted that rural housing is often  of  poor quality, particularly 
in the North. 

Finally, there is one important respect in which the data used to make 
the estimates were known to be biased. In estimating entrepreneurial income, 
depreciation was calculated at historic cost and, given the rapid inflation,  this 
understates real costs and hence overstates the income of  this group. Since 
entrepreneurs  dominate the upper income groups, this in its turn overstates 
the share received by those groups. This is the most important qualification 
to be made in the interpretation of  the money income figures,  and an 
approximate recalculation of  the 1961 figures  with depreciation at replace-
ment cost indicates that such a change would significantly  affect  both the 
aggregate distribution and its composition. 

It appears likely that, on this basis, the share of  total income received 
by the top 10 per cent would decline by perhaps one and a half  percentage 
points, and with more extreme assumptions might decline by two percentage 
points. The personal income of  the entrepreneurial group would decline, and 
this group would dominate the top of  the income distribution to a slightly 
lesser extent. The change would be particularly important in transportation 
and industry, as depreciation is a larger share of  total income in these areas. 
But the individual socio-economic group most affected  would be the rentier 
group, as rental income would be sharply reduced by a change of  the kind 
in the basis for  calculating depreciation. Total rentier  income would probably 
decline by around 15 per cent, but the group would still remain largely 
concentrated at the top of  the distribution. 

The period of  rapid inflation  in Argentina began in 1945, and so this 
difficulty  is present in each of  the three years for  which detailed estimates 
were made; but there were variations in the rate of  inflation,  and this would 
have some effect  on the income shifts  between the different  years if  all the 
estimates were made on the basis of  replacement cost data. The difference 
between historic cost and replacement cost for  the aggregate depreciation 
figure  in 1953 is identical with the difference  in 1961, so that it can be 
assumed that the comparison of  the distribution in these two years would 
not be affected.  The abnormal price rise in 1959, however, widened the gap 
between historic cost and replacement cost in that year, and so a change to 
the latter as the basis of  the estimates would reduce entrepreneurial income 
rather more in 1959 than in the other two years. This would mean that the 
gain by the top decile in 1959 and the loss by the same group in 1961 would 
both be slightly smaller — perhaps by one-half  of  1 per cent of  personal 
income. 

Most of  the qualifications  mentioned above result from  the different 
interpretations which can be given to the concept "income", especially that 
derived from  property ownership or from  the operation of  a business enter-
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prise. A final,  important, factor  which may be added in this connexion is the 
availability of  credit. Although this is seldom considered in income discus-
sions, it is a major determinant of  the total supply of  funds  at the disposal 
of  the entrepreneurial group, and hence, somewhat indirectly, of  their 
"income". This can be seen most clearly in relation to the problem of 
depreciation estimates. To the extent investment is financed  by credit, historic 
cost is the proper basis for  depreciation, as that represents its real cost to the 
investor; whereas, if  it is financed  out of  his savings, replacement cost is 
a more reasonable basis. In this instance, therefore,  even the numerical 
estimate of  "income" would vary with the volume of  credit. 

Even if  the funds  are not used for  fixed  investment, the same sort of 
consideration applies. Some volume of  financing  will be required to operate 
an enterprise at any given level, and the greater to extent to which this is 
supplied from  credit sources, the greater will be the volume of  free  funds 
available to the entrepreneur;  and changes in the level of  credit will affect 
the freedom  with which he can dispose of  his "income".2 Viewed in this way, 
there were important changes in the meaning of  entrepreneurial "income" 
over the period. In the immediate post-war years one of  the aspects of 
encouraging the growth of  the urban sector was the availability of  relatively 
easy credit. In 1950 credit was tightened up a little — although the pro-
gramme to encourage the agricultural sector included easier credit 
measures — and in the mid-fifties  somewhat more; but in relation to most 
countries of  the region the total level of  credit to the private sector remained 
high. The drastic stabilization measures taken in 1959, however, included 
severe credit restrictions, the volume of  credit to the private sector dropped 
sharply in real terms, and a general shortage of  credit has remained perhaps 
the principal complaint of  the urban business groups. 

Thus the sharp shift  in income in favour  of  the self-employed  in 1959 
went hand in hand with a reduction in the amount of  credit; consequently 
higher income was less freely  available than it would otherwise have been. 
In corporate business, where figures  of  this sort can be obtained, there 
followed  a substantial rise in the share of  total profits  retained for  use within 
the firm,  and it seems probable that the same sort of  shift  occurred in 
non-corporate enterprises. 

2. FISCAL POLICY 

Perhaps the major reason why the distribution of  real welfare  is 
expected to differ  from  the distribution of  money income is the intervention 
of  government policy measures of  one sort or another. Much of  the interest 
in income distribution structures has derived from  dissatisfaction  with prevail-
ing patterns and a desire to introduce greater equality through deliberate 

2 There are of  course costs involved in the acceptance of  credit, the most impor-
tant being interest payments, but interest rates, or a substantial portion of  them, have 
been subject to official  control, and throughout the post-war period have been strongly 
negative in real terms. 
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measures of  public policy. But it is important to note that the policies which 
may influence  the distribution of  income are extremely varied. Some, such 
as wage or credit policy or price controls, intervene directly in the function-
ing of  the private sector, and influence  the distribution of  real income without 
channelling resources through the government sector at all. To a considerable 
extent policies of  this kind affect  the distribution of  money income itself; 
their effects  are already implicitly included in the figures  presented in the 
preceding chapters, and so do not need to be considered here as a factor 
with a bearing on the distribution of  real welfare.  These broader aspects 
of  public policy have, however, been the most important in Argentina, and 
are discussed in detail in the following  chapter. 

At this juncture attention will be given to a single aspect of  the wide 
policy area only, namely fiscal  policy. This has traditionally been regarded 
as the means by which the distribution of  real welfare  can be most effectively 
altered through public policy. The main emphasis has been laid on progres-
sive tax structures, as these can reduce the inequality in the distribution of 
disposable income even though money income itself  is very unequally 
distributed. Secondary importance has been given to government spending 
policies, as these can be designed to yield greater relative benefits  to the 
lower income groups and hence improve the distribution of  real welfare.  As 
will be seen, in Argentina, and probably in most other countries of  the 
region, this traditional order of  importance is incorrect; the influence  of 
spending policy has been of  some importance in reducing the inequality, while 
taxation has been a minor factor.  Further, it is probable that this will 
continue to be the case, and that the potential power of  fiscal  policy as 
a whole to reduce the inequality in the distribution of  income is very much 
less than has often  been supposed. 

Although the two facets  of  fiscal  policy — receipts and expenditures — 
are linked in many ways, and for  many purposes need to be treated jointly, 
it is convenient to discuss their impact on income distribution separately. 
In part this is because of  differences  in the estimates available; more atten-
tion has been given to the tax structure and the extent to which it alters the 
distribution of  real income, than to expenditure; but also, as just noted, the 
redistributive effect  of  public spending has been greater than that of  taxation. 
This disparity is important, as the two types of  policy can affect  different 
parts of  the distribution,3 and it is the failure  to achieve important progress-
ivity in the tax structure which, in the end, places rather narrow limits on 
the extent to which fiscal  policy as a whole can reduce the inequality in the 
income distribution structure. 

Table 31 shows, for  each of  the three years 1953, 1959 and 1961, how 
the distribution of  real welfare  differed  from  the distribution of  money income, 
owing to payment of  taxes. Not all taxes are included in these estimates, as 
what is shown is only the extent to which the money income figures  fail  to 

3 Taxation can be regarded essentially as a means of  reducing incomes at the 
top of  the scale, while spending can primarily raise real incomes in the lower part 
of  the distribution. 
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measure real economic welfare  adequately. Some, such as corporate profits 
taxes or export taxes, neither reduce disposable income nor raise the price 
of  goods purchased, and so are excluded. These taxes do, of  course, affect 
the incomes received by particular groups, but in so far  as this is the case, 
the impact is already included in the money income figures. 

In a broader analysis of  the tax system as such, all these taxes would 
have to be included, but this would not change the central conclusion that 
taxation has little or no redistributive effect.  The estimates given here are 
largely based on a recent detailed study of  the Argentine tax structure and 
its incidence carried out by the Joint Tax Programme,4 and such was the 
finding  of  the study. Furher, while the incidence of  many taxes is subject 
to debate, this was calculated on varying assumptions for  several of  the 
major taxes in the Joint Programme study, and the conclusion of  little or no 
progressivity held good no matter which assumption was adopted. 

4 Joint OAS/IDB/ECLA Tax Programme, "Estudio  sobre política  fiscal  en la 
Argentina"  (1963) (mimeographed). 

TABLE 31. TAXATION AND ITS EFFECT ON THE DISTRIBUTION OF INCOME 

Tax  incidence  Distribution  of  family  incomes 
(percentage  of  group income) (percentage  of  total) 

Employee 
social 

Direct  security  Indirect  Money  Disposable  Real 
Family  income group taxes contribution  taxes Total  incomes income a income b 

1953 
0-10 — 1.3 13.0 14.3 3.2 3.3 3.4 

10-30 — 4.0 14.5 18.5 9.3 9.6 9.6 
30-50 — 4.7 14.8 19.5 12.1 12.4 12.3 
50-70 0.1 5.1 18.0 23.2 15.5 15.9 15.1 
70-80 0.2 4.1 19.3 23.6 9.9 10.2 9.6 
80-90 0.5 3.6 19.2 23.3 13.0 13.3 12.7 
90-100 7.3 1.6 11.6 20.5 37.0 35.3 37.2 

1959 
0-10 — 2.0 8.7 10.7 3.0 3.0 3.1 

10-30 — 3.1 10.5 13.6 8.2 8.3 8.2 
30-50 — 3.8 10.9 14.7 10.8 11.0 10.7 
50-70 — 3.5 13.0 16.5 14.2 14.4 13.8 
70-80 0.2 3.4 14.0 17.6 9.1 9.2 8.7 
80-90 0.6 2.3 13.3 16.2 12.5 12.6 12.2 
90-100 3.8 0.9 6.9 11.6 42.3 41.4 43.3 

1961 
0-10 1.9 11.8 13.7 2.9 3.0 3.1 

10-30 3.6 12.9 16.5 8.9 9.1 9.1 
30-50 4.1 13.7 17.8 11.6 11.9 11.7 
50-70 0.1 4.1 16.7 20.9 15.0 15.4 14.7 
70-80 0.1 3.7 18.0 21.8 9.6 9.8 9.3 
80-90 0.4 3.5 17.6 21.5 12.9 13.2 12.5 
90-100 6.0 1.5 10.3 17.8 39.1 37.7 39.6 

a Income after  the payment of  direct taxes, 
b Income after  the deduction of  all taxes shown. 
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The reason why taxation fails  to alter the distribution of  real welfare 
significantly  can be readily seen by considering the incidence of  the different 
components of  the tax system shown in the table. Direct taxes, almost 
entirely personal income taxes, have an important redistributive effect.  They 
are paid almost exclusively by the 10 per cent of  all families  with the highest 
incomes, and so the share of  that top decile of  the distribution in disposable 
income is from  1 to 1.5 per cent less than its share of  money income. But 
direct taxes are small part of  the total, and so this influence  is not carried 
over to the distribution of  real welfare. 

Contributions to the social security programmes have their greatest 
incidence in the middle range of  the distribution, and decline towards both 
extremes. These payments are shown separately as they are rather large, and 
as it is important to note that the social security programme is conceived 
on an insurance basis and not as a means of  redistributing income. The 
payments alone might, nevertheless, be regarded as a form  of  direct taxation, 
in which case they would offset  from  a third to a half  of  the redistributive 
effect  of  personal income taxes. 

The incidence of  indirect taxes is mildly progressive except at the top 
of  the distribution, where it declines sharply. It is worth emphasizing that, 
even with higher tax rates on luxury or semi-luxury items, it is difficult  to avoid 
this result entirely. The top income groups save part of  their income, and 
only the portion that is spent is subject to taxation of  this sort. High taxes on 
luxury items may discourage the consumption of  such items and hence 
encourage savings, but it would be difficult  to produce a strongly progressive 
tax incidence through reliance on indirect taxes. 

Thus, of  the three types of  taxes shown, only direct taxes are clearly 
progressive, and these are relatively unimportant. The contributions to the 
social security funds  are larger in total, and two-thirds of  all tax receipts 
shown in the table are indirect taxes. As a result, the distribution of  real 
welfare  after  the allocation of  all tax payments is as unequal as the original 
distribution of  money income. The bottom half  of  the distribution does have 
a somewhat larger share of  the total after  taxes, particularly in 1953, but the 
gain is not at the expense of  the top of  the distribution. The top decile also 
has a larger share in the distribution of  real income after  taxation than in 
the distribution of  money income; the payment of  direct taxes by this group 
is more than offset  by smaller relative payments of  indirect taxes and of 
social security contributions. The group on which taxation falls  with the 4 

heaviest incidence is the top half  of  the distribution below the top 10 per 
cent. This group's share of  real income is about 1 per cent less than its 
share of  money income in each of  the three years. In 1953 the loss was offset 
largely by the gain of  the bottom half  of  the distribution, in 1959 entirely 
by the gain of  the top decile, and in 1961 was evenly shared between the two. 

The differences  in the over-all incidence of  the tax system in the three 
years shown in the table are primarily a consequence of  the differing  rates of 
inflation  rather than of  changes in the tax structure. The year 1953 was one 
of  relative price stability, and the gain in the share of  real income after  taxes 
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by the bottom half  of  the distribution was greatest in that year. In 1959 
there was extreme inflation,  the price level doubled and total tax payments 
declined sharply in relative terms. Direct taxes declined because of  the 
familiar  time-lag between the earning of  income and the payment of  tax, but 
indirect taxes also fell  as many of  them were specific.  Persons at the top of 
the distribution were favoured  by these changes, the top decile's share of 
real income after  taxes being fully  1 per cent greater than its share in money 
income, while the bottom half  of  the distribution received the same share 
of  real as of  money income in 1959. Finally, 1961 was an intermediate year, 
both with respect to inflation,  and with respect to tax incidence; the bottom 
half  of  the distribution and the top decile each had a somewhat larger share 
of  real income after  taxes than of  money income. 

Since direct taxes are the only clearly progressive element in the tax 
structure, it is worth considering briefly  the possibility of  making the system 
as a whole a major redistributive force  by increasing the magnitudes of  such 
taxes. The possibilities, unfortunately,  are somewhat limited. First, even if 
personal income taxes were a much larger part of  the total than is now 
the case, the redistributive effect  would be smaller than is often  implied. 
This is mostly because such taxes are now paid almost exclusively by those 
at the top of  the income scale, while any major expansion would involve not 
only higher payments by those at the top, but also the inclusion of  greater 
numbers of  those below the top, and this would dilute the redistributive effect. 

The probable limitations can be illustrated by comparing the situation 
in Argentina with that in the United States during the early fifties,  years for 
which the relevant information  is available. In Argentina personal income 
taxes accounted for  only about 10 per cent of  total government receipts, and 
amounted to 2 to 3 per cent of  personal income. In the United States, on the 
other hand, personal income taxes were about one-third of  general government 
revenue (they were well over 40 per cent of  the revenue of  the Federal 
Government alone), and payments were from  10 to 11 per cent of  personal 
income. The redistributive effects  in the two cases were not, however, equally 
divergent. As already noted, in Argentina the share of  the top decile in 
disposal income averaged 1-1.5 per cent less than its share of  money income, 
and in 1953 was 1.7 per cent less. In the United States the corresponding 
loss was only 2.5 per cent in 1953 and slightly less in the immediately 
preceding years.5 Contrary to what is sometimes claimed, even large personal 
income-tax payments do not produce a distribution of  disposable income that 
is radically different  from  the distribution of  money income itself.6 

5 See United States Department of  Commerce, Income  Distribution  in the United 
Stales,  1950-53 (Washington, 1955). 

6 It is possible that very high, and effectively  enforced,  marginal income tax 
rates may be more important in altering the distribution of  money income itself.  By 
limiting the utility of  additional income, institutional changes may be encouraged 
which significantly  modify  the previous income distribution pattern. High marginal 
rates may also, however, lead only to taking income in forms  other than current 
money income, such as capital gains or non-taxable allowances of  various kinds. 
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In the existing economic and social environment of  Argentina, however, 
the limitations to the potential redistributive effect  of  personal income taxes 
are more immediately restrictive. The existing rates of  taxation would yield 
much higher receipts if  complied with, but evasion has occurred on a large 
scale and renders these rates ineffective.  This is often  regarded as an 
"administrative" problem only, but it is extremely difficult  to correct. The 
root of  the problem is to a major extent in the composition of  the high-income 
group on whom income taxes are levied. This group is largely made up of 
the self-employed,  and effective  enforcement  presents major obstacles. The 
enterprises concerned are numerous and relatively small-scale, and this alone 
renders any checking of  income difficult.  In addition, there is a fairly  general 
lack of  adequate records, and there are many ways to hide income in 
personally directed operations of  this sort. It is not likely that income taxes 
can ever be very fully  enforced  against this group so long as there is a will to 
evade payment, and this means that direct taxation will remain of  limited 
importance so long as the self-employed  dominate the upper income groups.7 

Not only does this situation limit the importance of  direct taxes, it also 
introduces inequities in the treatment of  different  groups, and so reduces the 
extent to which these taxes can be regarded as clearly progressive. Salaried 
employees, in contrast to the self-employed,  have incomes which are relatively 
easy to verify,  and so have to pay more nearly in accordance with the legal 
rates; for  the most part these payments are withheld at the source. This has 
two consequences which may be noted here. First, in the desire to increase 
government receipts, tax rates have been raised to rather high levels, and 
while these rates have been evaded by the self-employed,  they have largely 
had to be met by salaried employees. This leads to a situation in which 
rates are regarded as excessive (and evasion socially condoned), while total 
receipts remain relatively small. So long as the bulk of  the high-income group 
remains in a position to evade direct taxes this dilemma will persist. Secondly, 
inflation  affects  the two groups differently  in this respect, and this too 
undercuts the effectiveness  of  direct taxation. The pay-as-you-go system has 
been much discussed as a means of  shielding government receipts, in real 
terms, from  the effects  of  inflation,  and this has been adopted in Argentina; 
but here too it is primarily salaried employees who are affected.  With pay-
ments withheld at the source these automatically rise with rising incomes 
and without any time-lag. Further, in periods of  rapid inflation,  incomes 
must rise substantially in money terms to maintain a steady real value, but 
tax rates are in money terms, and unless these are regularly actuated the 
same real incomc will involve increasing tax payments in real terms owing 
to the progressive nature of  the rate structure. The self-employed  are affected 
much less by all this. They pay only a part of  their tax on a current basis 
and so the familiar  time-lag between earnings and payment remains; an 
increase in the rate of  inflation  will reduce their real tax burden. 

7 These general considerations naturally apply above all to the period consid-
ered in this study, and do not necessarily signify  an assessment of  the tax collec-
tion measures adopted in recent years. 
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The effect  of  this is clearly seen in the changes in the direct tax pay-
ments of  the two groups in the different  years for  which estimates were 
made. The over-all impact of  inflation  on direct taxes can be seen in table 31 : 
in relation to personal income, they declined sharply in 1959 and did not 
fully  recover in 1961. But the results were quite different  for  salaried 
employees and for  the self-employed.  The two groups' shares of  total personal 
income required for  the payment of  direct taxes were as follows: 

Direct  taxes as a percentage  of  personal  income 

1953 1959 1961 

Salaried employees 0.8 1.2 1.0 
Self-employed 5.9 2.3 4.1 

Payments by the self-employed  moved in line with the total, but those of 
salaried employees moved in opposing ways. The rapid inflation  of  1959 
did not reduce real payments for  the salaried group as these were deducted 
on a pay-as-you-go basis. In addition, the rate structure had not been 
adjusted in line with the considerable rise in prices between 1953 and 1958, 
so that rates were actually much higher in real terms. All of  this had little 
effect  on the self-employed.  Evasion increased to some extent, and the 
time-lag with which they made payments, in the face  of  the sharp price rise 
in 1959, meant that these payments were only about 40 per cent of  what 
they had been in 1953 in relation to the personal income of  the group. For 
the salaried group, in contrast, payments increased 50 per cent in relation 
to personal income. This was in spite of  the fact  that the relative income 
position of  the group deteriorated in 1959, and that there were many fewer 
salaried employees in the top decile of  the distribution than there had been 
in 1953. By 1961 rates had been more nearly in line with rising price levels, 
and some concessions had been granted to salaried employees, but while their 
payments, in relation to income, declined from  the 1959 level, they remained 
above that of  1953, despite the fact  that their relative income position was 
worse than it had been in 1953. Payments by the self-employed  were similar 
to total payments, rising in 1961 but not regaining the 1953 level. 

In summary, it is doubtful  whether direct taxation can become a 
significantly  stronger force  for  redistribution, given the existing economic 
and social structure; and since this is the only progressive component of  the 
tax structure, it is also doubtful  whether taxation as a whole is capable of 
making the distribution of  real income very different  from  that of  money 
income itself. 

Less analytical attention has been given to the effect  of  public spending 
on the distribution of  real welfare,  and so the data available on which to 
make an evaluation are less complete. Nevertheless, on the basis of  informa-
tion provided by the Joint Tax Programme study, the redistributive effect 
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of  spending policy is clearly greater than that of  taxation. This is of  particular 
importance since it directly benefits  the lower income groups, raising their 
real welfare  by providing free  or subsidized goods and services. 

The considerable redistributive effect  of  public spending was achieved 
by a relatively high level of  total public spending, of  which a fairly  large 
part was devoted to social programmes. Table 32 gives a breakdown of 
public spending in 1959 (including that of  all levels of  government) into 
several major categories. Expenditures which can be shown to yield direct 
benefits  to individuals or groups are shown separately, and general adminis-
trative expenditures, which benefit  the society as a whole and are difficult 
to assign to particular individuals, are combined in "Other expenditures". 
These are assumed to accrue to the different  groups in proportion to their 
incomes, and hence by definition  have no redistributive effect. 

TABLE 32. GOVERNMENT EXPENDITURE, FISCAL YEAR 
1958-59 A 

Item  Percentage  of  total 

Education and culture 10.9 
Public health 4.8 
Social security payments 19.3 
Subsidies 15.5 
Other 49.5 

TOTAL 100.0 

SOURCE : OAS/IDB/ECLA Joint Tax Programme. 
a Including expenditure of  the central, provincial and municipal govern-

ments. 

As shown, slightly over half  of  all expenditures were of  a sort which 
might be expected to redistribute real income to one degree or another. 
Furthermore, these expenditures were heavy in relation to personal income, 
so that to the extent the expenditure pattern was redistributive, the impact 
would be substantial. In 1953 they amounted to approximately 10 per cent 
of  total personal income, and their share increased to 12 per cent in 1959 
and to 13 per cent in 1961. 

The distribution of  benefits  among the different  income groups, together 
with the new distribution of  real welfare  produced, is shown in table 33. 
Social security payments have already been included in the estimates of  the 
distribution of  money income presented in preceding chapters, and so these 
expenditures do not represent a way in which real incomes differ  from  money 
incomes. Nevertheless, the figures  for  social security payments are given to 
make it possible to evaluate the over-all importance of  social-type spending 
and the total impact at different  income levels. 
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As can be seen from  the table, public expenditures on education and 
health have much the greatest redistributive effect,  bulking large in relation 

t to income in the lower income groups, and declining to small amounts at 
the top of  the scale. It should be noted, however, that the method used 
to assign benefits  in the Joint Programme study may overstate somewhat the 
redistributive effect  of  educational spending. To allocate spending on primary 
and secondary schooling, it was assumed that benefits  accrue in proportion 
to the population in each income group, but, in view of  the substantially 
higher drop-out rate in the lower income groups, this probably overstates the 
benefits  they actually receive. 

Social security payments have a much smaller, but still substantial, 
v redistributive effect.  Subsidy payments, however, do not have a clearly redis-

tributive effect  except at the very top of  the income scale, and this is 
important to note. These payments have been large, earmarked almost 
entirely to meet the deficits  of  various public enterprises, and have often  been 
justified  on the grounds that they primarily benefit  the lower income groups 
by holding down the prices of  goods or services consumed mostly by these 
groups. The Joint Programme data indicate, on the contrary, that they 
primarily benefit  the groups in the upper-middle income range. 

The total for  these items indicates that public social-type expenditures 
have had an important redistributive effect  during these years. The real 
income of  the poorest 20 per cent of  all families  has been increased by about 
one-quarter in this way, while real incomes in the top decile have become 
greater by only 5 to 6 per cent. While there has been a general increase in 
the importance of  public social spending over the period, this has been 
accounted for  entirely by the rise in subsidies and social security payments. 
Spending on education and public health, which has the greatest redistributive 
effect,  has not risen in relation to personal income during the period.8 

Table 33 also shows the distribution of  real income after  taking into 
account the benefits  received from  public educational and health services 
and from  subsidy payments (social security payments, as noted, are already 
included in the money income figures).  The approximate effect  is that the 
share of  the top decile is one and a half  percentage points less than its share 
in money income, and the share of  the lower half  of  the distribution is propor-
tionately greater. The redistributive effect  is similar in each of  the three years 

> shown, but it must be borne in mind that the calculations assume that the 
relative distribution of  spending among the different  income groups was the 
same in each year. This is probably very accurate for  education and public 
health expenditures, but the structure of  subsidy payments may have 
changed over the period. 

8 The decline in the importance of  education and public health expenditures 
in 1959 was more apparent than real. The percentages were calculated in terms of 
current prices, and the decline reflects  the reduction in the relative incomes of  public 
sector employees in that year. 
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TABLE 33. SELECTED PUBLIC EXPENDITURES AND THEIR EFFECT 
ON THE DISTRIBUTION OF REAL WELFARE 

Social-type  spending  » Distribution  of  family 
(percentage  of  group income) income (percentage) 

Education Social 
and public security Money Real 

Family  income group health Subsidies payments Total income income B 

1953 
0 - 2 0 . . 15.3 1.9 5.1 22.3 7.5 8.3 

20 -50 9.1 2.1 4.3 15.5 17.1 17.8 
50 -70 5 .4 2 .6 4 .0 12.0 15.5 15.7 
70 -90 2.7 2 .6 3.6 8.9 22.9 22.6 
90-100 0.8 1.6 2.1 4.5 37.0 35.6 

1959 
0 - 2 0 13.8 3.5 7.5 24.8 6.8 7.4 

2 0 - 5 0 8.4 4 .2 5.7 18.3 15.2 15.9 
50 -70 4.8 4 .9 5.9 15.6 14.2 14.5 
70 -90 2.3 5 .0 5.1 12.4 21.6 21.6 
90-100 0.6 2 .5 2.4 5.5 42.3 40.6 

1961 
0 - 2 0 16.1 2 .6 8.5 27.2 7.0 7.7 

2 0 - 5 0 9.3 2 .9 7.5 19.7 16.4 17.2 
50 -70 5.5 3.5 7.3 16.3 15.0 15.3 
70 -90 2.7 3 .6 6.9 13.2 22.5 22.3 
90-100 0.8 2 . 0 3.4 6.2 39.1 37.5 

a The calculations of  the relative importance of  expenditures on education and public health and on subsi-
dies were made on the basis of  the estimates included in the' Joint Tax Programme study cited earlier. The distri-
bution of  expenditures shown in that study was applied to the income estimates of  the present study to obtain 
the percentages shown. The Tax Programme study was for  1959 only. For 1953 and 1961, it has been assumed 
that the distribution of  education and public health expenditures and of  subsidy payments among the different 
income groups was the same as in 1959. This distribution was then applied to the level of  total expenditures of 
this type given in the national accounts to obtain the figures  shown. The distribution and magnitude of  social 
security payments are those shown earlier in the present study. 

b After  adjustment for  education and public health expenditures and for  subsidies. 
Social security payments are already included in the money income figures. 

From the data given on tax incidence and the benefits  received from 
social type spending, it is possible to estimate the total effect  of  fiscal  policy 
on the income distribution structure. For the most recent of  the three years, 
1961 — which was also relatively normal in this respect — a comparison 
of  the distribution of  money income with that of  real income after  including 
the impact of  fiscal  policy gives the following  results: 

Family  income Share of  money Share of  real 
group income (percentage) income (percentage) 

0 - 2 0 7 .0 8.3 
2 0 - 50 16.4 17.6 
5 0 - 7 0 15.0 14.9 
7 0 90 22.5 21.6 
9 0 - 1 0 0 39.1 37.6 
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Most of  the redistribution is the result of  social expenditures, and is a 
relative shift  of  income from  the top decile to the lower half  of  the distri-
bution. The additional smaller shift  resulting from  taxation is from  the 
upper-middle income groups, and also favours  the bottom half  of  the 
distribution. The total effect  of  fiscal  policy was to increase the share of  the 
total received by the poorer half  of  all families  by two and a half  percentage 
points, and to reduce the share of  the two top income groups shown by a 
similar amount. 

There has been no significant  increase in the redistributive effect  of  fiscal 
policy over the period and, indeed, such an increase would have been 
difficult  to bring about. The major effect  of  this sort was through expen-
ditures, and these were already at a high level and were maintained only by 
incurring a very large deficit.  For this reason, the Joint Programme study, 
although deeply concerned with income redistribution as an aim of  fiscal 
policy, did not foresee  any possibility of  pursuing this aim further  over the 
short or medium term through spending policy. The only real possibility of 
increasing the redistributive effect,  then, is from  the receipts side, and this 
would mean that the structure of  government receipts would have to be 
changed so as to introduce a major element of  progressivity. This would be 
a fundamental  change, as the tax structure as a whole is not clearly progressive 
at present, and as discussed above, would also be difficult  to achieve. 

Perhaps the principal point to be stressed in this connexion is that the 
extent to which fiscal  policy can directly alter the distribution of  income, 
even in the best of  circumstances, is more limited than is often  implied. 
The direct redistributive effect  in Argentina is probably equal to or greater 
than that in most of  the region, and is estimated to have reduced the share 
of  the upper income groups by about two and a half  percentage points. This 
is an important change, and is more important when viewed in terms of  the 
benefits  channelled to the lower income group, but it does not basically alter 
the fact  that income is quite unequally distributed in Argentina. The top 
10 per cent of  all families  still receives 37 to 38 per cent of  all family 
income, even after  the redistributive effects  of  fiscal  policy, and if  those direct 
effects  were twice as great as they are now, which would be extremely 
difficult  to achieve, that group would still receive 35 per cent of  the total. 

3. LEVELS OF CONSUMPTION AND RELATIVE PRICES 

The distribution of  economic welfare  in any given year can largely be 
equated with the variation in consumption levels, and this will seldom be the 
same as the distribution of  money incomes. It will vary in general because 
at the lower income levels there are, at any one time, many individuals 
whose consumption exceeds their income — with the difference  financed  from 
past savings, from  borrowing, or from  other sources. At the higher income 
levels, on the other hand, savings generally rise, so that consumption levels 
fall  progressively below incomes in these categories. Consumption levels 
cannot be fully  equated with economic welfare,  as the dissaving at the lower 
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income levels imposes economic costs, and the saving at the higher levels 
carries with it various economic benefits.  Nevertheless, within any particular 
year, given the distribution of  money income, the less unequal the distribution 
of  consumption, the less unequal in general will be the distribution of  real 
welfare.  Over the longer term, this qualification  is more conjectural, as 
savings among the high-income groups are an important contribution to 
future  incomes, and to the preservation of  the income distribution structure. 

The money income distributions presented earlier were not worked out 
in conjunction with estimates of  consumption levels, so a comparison of  this 
sort cannot be directly made. An approximate measure of  the qualification 
involved can, however, be obtained from  the findings  of  the 1963 consumer 
survey.9 The income distribution estimated on the basis of  the survey differs 
from  the distributions presented earlier in a number of  respects. The most 
important of  these was the fact  that it covered only the urban population in 
cities with 10,000 or more inhabitants, and that, apart from  a probable 
understatement of  income in the higher brackets, the income concept appears 
to have been taken to refer  to net rather than to gross income. The distribu-
tion (which is less unequal) is therefore  not comparable with those presented 
earlier; but it can be compared with the estimates of  consumption levels, 
thereby giving a good idea of  the qualification  involved in viewing the 
distribution of  real welfare  in this way. 

The estimates of  the distribution of  money income and of  consumption 
made from  the consumer survey data are shown in table 34. They are based 
on the family  as the income and consuming unit, and the grouping is by 
income level. As table 34 shows, the lowest five  income categories, which 
include somewhat more than half  of  all families,  enjoyed a substantially 

9 OAS/IDB/ECLA Joint Tax Programme, Encuesta sobre presupuestos de  consu-
mo de  las familias  urbanas por niveles  de  ingreso para 1963. 

TABLE 34. THE DISTRIBUTION OF MONEY INCOME AND OF CONSUMPTION EXPENDITURE, 
FEBRUARY / MARCH, 1963 

Family  income group 
(thousands  of  pesos) 

Percentage 
Family  income group 
(thousands  of  pesos) Of  families Of  family  income Of  consumption 

Up to 50 1.7 0.3 0.4 
50-70 3.4 0.8 1.1 
70-100 8.7 3.0 4.0 

100-150 10.6 13.1 
150-200 13.2 15.8 
200-275 17.4 18.8 
275-350 9.4 11.6 11.4 
350-500 9.6 15.4 14.8 
500-750 5.4 12.7 10.3 
Over 750 15.1 10.2 

SOURCE : OAS/IDB/ECLA Joint Tax Programme. 
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higher share of  total consumption than of  income. In each of  the first  four 
categories the absolute level of  consumption exceeded the income received, 
and in the fifth  group it was only slightly less. The poorest half  of  all families, 
therefore,  received only 27.9 per cent of  total income but accounted for 
34.4 per cent of  consumption expenditures. The next three income groups, 
with somewhat less than 40 per cent of  all families,  received approximately 
equal shares of  income and of  consumption, although in absolute terms 
consumption levels in these groups were well below incomes. Finally, the 
two top groups, with 8.6 per cent of  all families,  had consumption levels far 
below incomes in absolute terms, and consequently accounted for  only 
20.5 per cent of  consumption spending while they received 27.8 per cent 
of  the total income. 

The over-all effect  of  viewing the distribution of  consumption as an 
estimate of  real welfare  is thus that, by comparison with the distribution of 
money income, the top groups (somewhat less than the top 10 per cent) 
have their share reduced by more than seven percentage points, which is 
nearly all gained by the bottom half  of  the distribution.10 

A further  factor  in determining the benefits  received from  spending is 
the level of  prices which must be paid. Since spending patterns vary from 
one group to another, the structure of  relative prices can differentially  affect 
the amount of  real goods and services received, and this has in fact  been 
an important consideration in Argentina. Relative price movements have 
been unfavourable  to the lower income groups, and this has reinforced  the 
shift  of  money income in recent years; the increase in the inequality of  real 
income has been greater than that in money income. However, here too, 
while the inequality has been increasing, it is still less than in most countries; 
by comparison with the region as a whole, the price structure remains 
favourable  to the lower income groups. 

Detailed data for  the spending patterns at different  income levels can be 
obtained from  the 1963 consumer survey, and they make it possible to 
appraise the importance which differences  of  this sort may have. Table 35 
shows two groups of  items, one composed of  those which predominate in 
the spending pattern of  the lower income groups, and the other of  items which 
are of  relatively greater importance in high-income budgets. Only items on 
which expenditure varies in the different  parts of  the distribution are shown; 
those on which similar proportions of  income are spent at all income levels 
(principally clothing and housing) are omitted. 

The differences  in spending patterns shown by these data are consider-
able. A single item — food  — dominates the expenditure of  the lower income 
groups, and declines sharply in relative importance at the higher income 
levels. The first  group of  items as a whole accounts for  two-thirds or more of 
total spending by the families  at the bottom of  the scale, but for  less than 

1 0 The very broad concept of  consumption used in the survey makes a compari-
son of  this sort more meaningful.  It included such items as amortization payments 
on housing loans, property taxes, and some other expenditures incurred largely by 
the upper income groups and often  not included in consumption. 
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40 per cent of  the consumption expenditures of  the two top groups (the 
top 8.6 per cent of  all families).  The spending pattern of  the high-income 
groups is naturally more diversified,  the most important items being pur-
chases of  durable goods, services of  various sorts, and travel and recreation. 
The second group of  items as a whole accounts for  only about 10 per cent 
of  spending at the lower income levels, but for  more than one-third towards 
the top. With differences  of  this magnitude in spending patterns, divergent 
price structures or divergent price movements can have a substantial impact 
on the distribution of  real income. 

With the more detailed spending data of  the consumer survey, price 
indexes for  the particular spending pattern of  each income group can be 
calculated, and table 36 shows these, in relative terms, for  selected years 
beginning with 1950. As can be seen, over the period as a whole the changes 

TABLE 35. EXPENDITURE ON SELECTED ITEMS, BY INCOME GROUP 
(Percentage  of  total  consumption expenditures) 

A . MOST IMPORTANT ITEMS IN LOWER INCOME BUDGETS 

Cleaning 
Food  and heating 

Personal 
hygiene  a 

Electricity,  gas 
and telephone Total 

Up to 50 57.3 7.8 5.5 6.5 77.1 
50-70 58.8 5.3 4.0 5.1 70.2 
70-100 . . . . 55.3 4.2 4.4 4.8 68.7 

100-150 . . . . 53.5 3.7 3.8 4.4 65.4 
150-200 . . . . 47.9 2.9 3.1 4.4 58.3 
200-275 . . . . 44.8 2.6 2.8 4.5 54.7 
275-350 . . . . 42.0 2.3 2.7 4.3 51.3 
350-500 . . . . 36.1 1.8 2.4 4.0 44.3 
500-750 . . . . 32.0 1.6 2.3 3.6 39.5 
Over 750 23.2 1.3 1.5 2.9 28.9 

B. MOST IMPORTANT ITEMS IN HIGHER INCOME BUDGETS 

Periodical  Motor 
general  vehicle 

Durable  goods  11 expenditure  c maintenance 
Domestic 

service 

Hairdressing, 
dry  cleaning 

and recreation  d Total 

Up to 50 . . . — 6.5 — — 0.6 7.1 
50-70 2.4 6.3 0.1 0.3 1.1 10.2 
70-100 . . . . 2.9 7.8 0.1 0.4 1.6 12.8 

100-150 . . . . 4.6 7.2 0.5 0.3 1.7 14.3 
150-200 . . . . 5.8 9.0 1.5 0.4 2.2 17.9 
200-275 . . . . 8.0 9.2 1.8 1.1 2.5 22.6 
275-350 . . . . 8.4 9.3 3.5 1.6 2.9 25.4 
350-500 . . . . 11.0 12.2 4.9 2.5 2.9 33.5 
500-750 . . . . 12.3 12.2 5.4 4.0 3.3 37.2 
Over 750 21.6 15.7 5.4 4.5 3.1 50.3 

8 Mainly purchases at the chemist's. 
to Including in addition to the usual items, furniture  and payments for  the purchase of  land, houses and 

apartments. 
c Mainly on holidays and tourism, schooling and medical expenses, 
d Theatre, cinema and lottery only. 
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TABLE 36. RELATIVE PRICE INDICES FOR CONSUMPTION EXPENDITURES OF DIFFERENT INCOME 
GROUPS, SELECTED YEARS A 

(1950  = 100) 

Annual family  income 
(thousands  of  1963 pesos) 1950 1953 1955 1958 1959 1961 1963 

Up to 50 100 103 100 104 112 110 112 
50-70 100 105 101 105 113 111 112 
70-100 100 103 100 104 110 108 109 

100-150 100 103 101 103 108 107 108 
150-200 100 103 102 102 104 105 105 
200-275 100 101 101 101 102 102 102 
275-350 100 100 101 101 101 101 102 
350-500 100 100 100 99 97 97 97 
500-750 100 97 99 97 94 94 94 
Over 750 100 94 97 94 88 86 85 

TOTAL 100 100 100 100 100 100 100 

a The index shows how prices which any given income group had to pay varied relative to the total index. 
This is obtained by calculating the price index for  each income group and then equating the total index to 100 in 
each of  the years shown. 

in relative prices benefited  those at the top of  the income scale, and were 
unfavourable  to the lower income groups: the price of  the basket of  goods 
purchased by the families  in the top decile rose about 20 per cent less than 
the price of  the basket of  goods purchased by the low-income groups. 

During the earlier years the figures  are subject to a greater margin 
of  error, as the indexes were calculated on the basis of  1963 spending 
patterns, and these probably changed somewhat over the period. However, 
as most of  the differential  price movement took place after  the mid-fifties,  it 
is probably unnecessary to qualify  the conclusions drawn here. Up to 1955 
there were fluctuations,  with the net result that price increases for  the different 
consumption patterns were fairly  similar. After  1955, relative prices definitely 
turned against the lower income groups, and this accounts for  nearly all the 
change in the relative price structure. 

A change of  the magnitude indicated in the structure of  relative prices 
has a considerable impact on the distribution of  real income. It is equivalent 
to a transfer  of  some 2 per cent of  all personal income to the families  in the 
top decile; the remainder of  the top half  of  the distribution is relatively 
unaffected,  and the families  in the bottom half  of  the distribution lose that 
amount.11 

Table 37 shows the relative price indexes of  the different  categories of 
consumer goods over the period. As can be seen, there were considerable 
changes in the structure of  relative prices even at the level of  these broad 
aggregates, and these are sufficient  to explain the differential  price movements 

1 1 The calculation was made on the assumption that the proportion of  money 
income spent on consumption was in every year the amount indicated by the 1963 
consumer survey data. Only assumed consumption spending is affected,  as the price 
data and the spending patterns relate only to consumer goods. 
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met with the various income groups. Food prices rose much more than the 
average, and it was essentially this that accounted for  the increase in the 
relative prices for  families  in the lower half  of  the distribution. However, 
the prices of  consumer durables rose much less than the average, and this 
favoured  the group at the top of  the distribution. 

These changes in relative prices were linked to, and tended to reinforce, 
the shifts  that took place in income. Relatively low agricultural prices and 
price controls generally made the price structure more favourable  to the 
lower income groups, and coincided with periods of  reduced inequality in 
the distribution of  money income itself.  High agricultural prices and the 
loosening of  controls, on the other hand, turned relative prices against the 
lower income groups, and also increased the inequality in the distribution 
of  money income itself. 

This correlation can easily be seen by noting the changes in the price 
structure between individual years (see table 36). Up to 1955 there was 
little change in the price structure, and this was the period when there was 
least inequality in the money distribution, but fluctuations  occurred within 
the period. The years 1950-53 saw the inauguration of  the policy of  higher 
agricultural prices and some adjustment of  controlled prices, although the 
controls remained in effect.  Food prices rose more rapidly than the general 
index, and relative prices moved against the lower income groups. These 
changes were reversed in the following  years, however, and in 1955 relative 
prices for  the different  income groups were approximately what they had 
been in 1950. 

TABLE 37. RELATIVE PRICE INDICES FOR DIFFERENT CATEGORIES OF CONSUMER GOODS A 

(1950  = 100) 

1950 1953 1955 1958 1959 1961 1963 

Food 100 107 99 109 129 124 125 
Monthly general 

expenditures b 100 96 94 94 89 103 106 
Periodical general 

expenditures 100 95 94 99 92 92 93 
Durable goods 100 102 110 95 85 72 64 
Clothing 100 106 117 95 88 99 95 
Motor vehicle protection 

and maintenance 100 92 88 95 101 96 105 
Cleaning, heating, etc 100 93 92 114 155 114 118 
Domestic service 100 101 100 96 105 104 102 
Housing 100 83 94 91 52 56 59 

TOTAL 100 100 100 100 100 100 100 

a The indices are similar to those shown in table 36, and were calculated in the same way. 
b This category includes severa/ ítems  shown separately in table 35. These, and their relative price index 

in 1963, were : purchases at the chemist's 102; electricity, gas and telephone 99; hairdressing 132; dry cleaning 
110; theatre and cinema 89. 

It was in the years following  1955 that the definite  shift  in relative 
prices occurred, and it was brought about by essentially the same measures 
which led to the redistribution of  money income, that is, agricultural prices 
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were raised and controls began to be reduced in favour  of  a greater reliance 
on market prices. Just as with the redistribution of  money income, part of 
the change in relative prices took place over the years 1955 to 1958, but 
most of  it occurred with the adoption of  the stabilization programme in 
1959. Thus, while the distribution of  money income was becoming more 
unequal, there was a change in relative prices which further  prejudiced the 
lower income groups, and the distribution of  real income during these years 
deteriorated substantially on both counts. 

After  1959 there was no major change in the relative price structure. 
The abnormally low agricultural prices in 1961 resulted in a slight improve-
ment, but even in that year the index of  retail food  prices was not noticeably 
lower in relative terms, and in 1963 the relative price indexes at the different 
income levels were essentially what they had been in 1959. 

But while relative price movements in recent years have been adverse 
to the lower income groups, the price structure in Argentina remains 
favourable  to them by comparison with the situation in the region as a 
whole. A comparison of  this sort is more difficult  to make, and must be 
regarded as less precise than the price changes discussed above, but an 
approximate estimate can be made on the basis of  the price data obtained by 
the ECLA study of  purchasing power parity exchange rates in the region.12 

The classification  system employed is not the same as that used in the 
consumer survey to show spending patterns, but an examination of  the prices 
of  representative types of  goods gives a good indication of  the relative price 
structure. Prices can be shown as indices, with the average price for  the item 
in the region as a whole equal to 100.13 Data were collected and estimates 
made for  mid-1960 and for  mid-1962, but while there are substantial changes 
in some individual prices in the two sets of  data, the aggregate results are 
similar from  the present point of  view. The mid-1962 data are presented 
here since they are closer to the data of  the consumer survey, and hence 
perhaps more consistent with spending patterns derived from  that survey.14 

In mid-1962, the relative prices of  the items which were of  most 
importance in the spending patterns of  the lower income groups were as 
follows: 

1 2 ECLA, "A measurement of  price levels and the purchasing power of  cur-
rencies in Latin America 1960-62", Economic Bulletin  for  Latin  America, vol. VIII, 
No. 2 (October, 1963). 

1 3 These indices are obtained by converting prices in the different  countries into 
a common unit through the use of  the purchasing power parity exchange rates. 
The unweighted average of  the price of  an item in all countries is then equated to 
100 and the index of  the price of  that item in each country calculated. For any 
individual country these indices, calculated for  all categories of  spending, show the 
price structure in that country relative to that for  the region as a whole. Indices above 
100 indicate those items which are relatively expensive in the country, and indices 
below 100 indicate those which are relatively cheap. The index of  total spending 
equals 100 for  each country, by definition,  as a calculation of  this sort is designed 
to show only relative price structures. 

1 4 The 1960 price structure was probably slightly more favourable  to the lower 
income groups since food  prices were lower. 
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Food 
Fuel, electricity, water 

82 Household utensils 
79 Medicaments 

93 
110 

At the same date, the relative prices of  a number of  items of  importance 
in the spending patterns of  the higher income groups were as follows: 

It is clear from  this list that there are big differences  in the relative 
prices faced  by the different  income groups. The price of  food,  which 
accounts for  over half  the total expenditure of  the lower income groups, was 
lower in Argentina in 1962 than in any other country of  the region, apart 
from  Brazil, and except for  medicaments, the other items of  relative import-
ance to these groups were also relatively inexpensive. The prices of  items 
mainly consumed by the upper income groups, on the contrary, were nearly 
all relatively high. If  investment goods are considered to be an item purchased 
by these groups the comparison is even less favourable,  since the relative 
price of  such goods in Argentina was considerably above that of  any other 
country in the region. 

There are a variety of  reasons for  these differences;  some of  them apply 
only to particular goods, but three general ones may be noted here. First, as 
has been stressed earlier, the agricultural sector in Argentina is extremely 
productive, and this is reflected  in relatively low food  prices. Secondly, in 
common with a number of  other countries in the region, Argentina has 
followed  a highly restrictive import policy; this has resulted in the domestic 
manufacture  of  many items at relatively high prices and, given the structure 
of  production which has developed, these have more often  than not been 
products consumed by the higher income groups. Finally, since income levels 
in Argentina are relatively high, the prices of  services also tend to be high, 
and these too are of  special importance in the upper income spending patterns. 

On the basis of  the spending pattern shown by the consumer survey data, 
and the prices of  the purchasing power parity, it is possible to calculate a 
relative price index for  the consumption expenditures on the different  income 
groups. A calculation of  this kind is less accurate than the indices relating 
to price changes presented earlier, mainly because of  the different  classifica-
tion systems used in the two studies, but it does enable an approximate 
evaluation to be made of  the extent to which the price structure affects  real 
incomes in Argentina as compared to the region as a whole. Since the estimates 
are only approximate, they are not presented for  more than the bottom four 
income categories as a group (spending patterns through this range are very 

Electrical appliances 
Motor vehicles 
House-building 
Furniture 
Private transport (operation) 

95 Dental services 
148 Domestic service 
145 Hairdressing 
142 Entertainment 
I l l Currency (free  market rate) 

142 
123 
100 
119 
127 
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similar) and the two income groups. The relative price index is about 
90 for  the bottom four  groups, and for  the two top groups it is about 105. 

i Viewed in this way too, relative prices therefore  have an important effect 
on real incomes; a given distribution of  money income means a less unequal 
distribution of  real income in Argentina than in an "average" country of  the 
region. The relative price structure of  consumption goods alone is sufficient 
to reduce the share of  the top decile, in real terms, by perhaps 1.5 per cent 
of  all personal income, and if  the relative prices of  investment goods are also 
taken into account the loss is well over 2 per cent.15 

It should be recalled that prices are a major determinant of  money 
incomes, and hence help to determine the distribution of  money income 

» itself;  but once that distribution is estimated, relative prices may represent 
a qualification  in estimating the distribution of  real welfare.  This is the case 
in Argentina. The relative price structure favours  the low-income groups by 
comparison with the situation in the region as a whole, but in recent years 
relative price movements were unfavourable  to those groups, and reinforced 
the shift  in money income. In both respects relative prices had a major 
impact on the distribution of  real welfare. 

4. ECONOMIC MOBILITY 

The final  qualification  to be considered is the degree of  mobility in the 
income distribution structure. The distributions shown compare incomes 
received during the course of  a single year, and, to the extent that individuals 
or families  shift  from  one income level to another with the passage of  time, 
income is less unequally distributed over a longer period than during any 
particular year. A highly unequal distribution of  income, even for  a single 
year, will still have undesirable social and economic consequences, but it is 
likely to be viewed quite differently  if  (a) it is unchanging through time so 
that individuals, and even families,  remain in the same position in the econ-
omic structure from  one generation to the next; or if,  (b), there is considerable 
movement so that many persons occupy different  positions in the course 
of  time. 

Argentina has generally been regarded as a highly mobile society in 
y economic terms, and while to some extent this belief  stems from  past develop-

ments, it is probable that present mobility is also high by comparison with 

1 5 Instead of  this kind of  comparison, which takes as a base (he average price 
in the region as a whole, a similar calculation can be made on the basis of  prices in 
two cities in the United States: Houston and Los Angeles. A calculation of  this type 
shows that the relative price structure in Argentina (by comparison to that of  the 
United States) favours  the lower income groups to an even greater extent than is indi-
cated here. Spending patterns are, however, so different  — and in part this difference 
itself  is the result of  differing  relative prices — that such a comparison is less mean-
ingful  than the one mentioned above. 
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most other countries of  the region. It should be noted at the outset, however, 
that judgements in this area must be almost entirely of  a qualitative sort. 
Direct numerical data relating to the stability of  individuals in the income , 
distribution structure do not exist, and even indirect statistical information 
is scarce. 

During the period of  mass immigration, up to the time of  the First 
World War, and to a lesser extent during the twenties, the degree of  economic 
mobility in Argentina was exceptionally high. As was indicated earlier, the 
Pampa region was populated and economically transformed  in the space 
of  half  a century, and the shifts  in economic status involved in such a rapid 
and general change were very numerous. Many partial indicators could be 
presented to support this view, and some of  these have been given in the * 
earlier historical discussion. Here a single aggregate estimate can be used 
to illustrate the situation during this period: in 1914, some three-quarters of 
the middle class is estimated to have been of  working-class origin, while 
one-quarter of  all persons of  working-class origin had risen into the middle 
class.10 

In addition to its magnitude, the mobility of  that period had two other 
important characteristics from  the present point of  view, which related mostly 
to the large foreign  element in the population. First, to a considerable extent 
the upward mobility occurred not from  one generation to the next but within 
the working life  of  one person. Many immigrants rose to an economic status 
well above their former  level either in their native country or upon their 
arrival in Argentina. Secondly, a frequent  way of  achieving this rise was 
through the establishment of  some form  of  business enterprise, and in 1914 
more than two-thirds of  all industrial employers and more than three-quarters 
of  those in the commercial and services sectors were foreign-born.  While the 
enterprises they established were of  necessity of  a small scale at the begin-
ning, in a rapidly expanding economic environment they frequently  became 
sufficiently  large to place their owners at the higher levels of  the economic 
structure. 

After  the period of  mass immigration, economic mobility remained 
relatively high, but some of  its central characteristics changed. By the time 
of  the First World War the "frontier"  aspect of  the growth of  the Pampa 
region had definitely  been surpassed. The land had been fully  occupied, and 
even the cultivated acreage did not expand much after  that date, while ** 
Buenos Aires was established as a major, though still rapidly growing, 
metropolis. In these changed circumstances the leap from  manual worker to 
successful  entrepreneur  became much less common in all sectors. Geographic 
mobility remained high, and the urban population continued to expand at 

1 6 Gino Germani, Movilidad  social  en la Argentina,  appendix in Lipset and 
Bendix, Movilidad  social  en la sociedad  industrial.  The working-class middle-class 
split used in this article is essentially between manual and non-manual workers. The 
article contains a discussion of  numerous aspects of  mobility both during the period 
of  mass immigration and later. 
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a rapid rate, during the twenties through immigration from  abroad, and 
later through internal migration. But these later migrants appear to have 

t remained very largely in the lower economic groups, and to have pushed the 
native Argentines upward in the scale — a more common type of  mobility 
where large-scale migration from  abroad or from  rural areas is involved. 

As to the degree of  mobility in the present-day Argentine economy, 
the most important point to stress is that Argentina is a highly urbanized 
industrial society. As early as the 1914 census slightly more than half  the 
population was listed as urban (resident in cities of  2,000 or more), and 

* more than 70 per cent of  the total is now urban, with about half  their number 
living in Greater Buenos Aires alone. It is in a society of  this kind that 
mobility tends to be relatively high, which is the opposite of  what happens 
in a traditional rural society, where technical requirements are low and 
economic positions depend largely on property control or on personal rela-
tions with those who exercise such control. Hence positions in a traditional 
rural society are relatively easy to perpetuate, even from  one generation to 
another. In a urban industrial society, on the other hand, technical require-
ments are much higher and quite diversified,  economic relationships tend to 
become less personal, and the ownership of  property per se is a less certain 
guarantee of  the maintenance of  economic status. In addition to these general 
characterisics of  an industrial society, the absence of  a serious urban 
unemployment problem in Argentina has also made for  mobility in the 
economy. 

A major determinant in such an environment is education. Since techni-
cal requirements are relatively exacting, training is required to fill  many 
positions, and the number of  such positions, and the degree of  training, 
steadily increase as the economy advances. The extent to which the educa-
tional system is open to all sectors of  the society is therefore  a major factor 
in determining the extent to which movement can occur among different 
economic groups. At the same time, this situation places some limits on the 
type of  mobility which is likely to be most common. Since education or 
specific  technical training is generally acquired early in life,  this means that 
once an individual begins his working career a major change in socio-
economic status is unlikely. Mobility will mostly occur from  one generation 

^ to the next rather than within a working lifetime.  In addition, the "self-made 
man", who rises without formal  training through native talent and initiative 
alone, and who formed  an important part of  the mobile group of  the period 
of  mass immigration in Argentina, will become increasingly rare. 

A survey of  social mobility in Buenos Aires in 1960-61 gives data on 
a number of  these aspects, and indicates a relatively high degree of  mobility 
in that part of  the Argentine economy.17 The survey covered heads of 

« 

1 7 See Movilidad  social  en la Argentina,  op. cit., for  a discussion of  the 
major results of  the survey. 

161 



families  only, and mainly related their occupational level to that of  their 
fathers;  that is, the data refer  mostly to mobility from  one generation to the 
next. The link with education is clearly shown. Given the occupational status 
of  the father,  the higher the level of  education attained the greater the 
likelihood of  upward mobility, and the smaller the chances of  downward 
mobility. For example, for  the children of  skilled manual workers, less than 
a quarter of  those who did not complete primary school achieved a higher 
status, while 80 per cent of  those who had some secondary schooling did so. 

The chances of  reaching any given educational level are unequally 
distributed. Slightly over 90 per cent of  the sons of  unskilled manual workers 
and over 80 per cent of  the sons of  skilled manual workers did not go beyond 
primary school, and only in rare instances (less than 3 per cent) did they reach 
the university level. Among the upper-middle occupational groups around 
one-third attended secondary school and an additional 15 to 20 per cent 
reached the university level. And in the top occupational group (larger scale 
entrepreneurs  and high level administrative personnel — 1.8 per cent of  all 
family  heads), virtually all sons had at least some secondary schooling, and 
fully  half  attended a university. This probably tends to overstate the existing 
inequality of  educational opportunities among different  groups, as to some 
extent the data describe past experience, and the numbers of  both secondary 
and university students have increased greatly in the past two decades; but 
the inequality of  educational opportunities in the rest of  the country is 
probably substantially greater than in the Buenos Aires area. Equality of 
educational opportunities in Argentina probably compares very favourably 
with that in the rest of  the region, but educational systems in most countries, 
particularly at the university level, probably still function  more as a barrier 
to the breaking of  class lines than as a means of  promoting social mobility. 

The survey found  mobility ot be considerable in both directions. Over 
one-third of  the heads of  families  whose fathers  had been manual workers 
had achieved middle- or upper-class status, while over a third of  those whose 
fathers  had had middle- or upper-class occupations had declined to the 
status of  manual workers (see the definition  of  the difference  between the 
working and middle classes in foot-note  16). From the standpoint of  the 
present relative composition of  the different  groups, the results are similar. 
Over one-third of  all manual workers had a middle- or upper-class back-
ground, and over one-third of  the middle and upper groups came from  a 
manual-worker background. These changes were largely, of  course, to 
adjoining groups rather than sharp rises or falls  in the scale. For example, of 
those with a manual worker background who rose on the scale, very few 
reached the upper class, and none reached the top classification.18  The survey 

1 8 The survey had seven categories. The first  and second were essentially un-
skilled and skilled manual workers with 14.2 and 35.4 per cent of  all heads of  families, 
respectively. The third, fourth  and fifth  were the middle-class groups, essentially rising 
levels of  non-manual workers and small entrepreneurs, with 20.3, 12.2 and 6.8 per 
cent of  all family  heads. The sixth and seventh were the upper class groups, higher * 
administrative and professional  personnel and large entrepreneurs,  with 9.3 and 1.8 
per cent of  all family  heads. 
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also found  a considerable amount of  mobility of  an intra-generational type. 
Between the ages of  21 and 45, over a quarter of  the family  heads to which 
this part of  the enquiry could be applied had risen from  being manual 
workers to a middle- or upper-class occupation, and one-eighth had declined 
from  middle- or upper-class to manual-worker status. 

The data, as indicated, show a very considerable amount of  mobility 
among the different  occupational groups in the Buenos Aires area. Germani 
compares it with the data available for  the advanced industrial countries and 
finds  mobility in Argentina to be high even by those standards, and it is 
almost certainly well above that in most Latin American countries. Several 
qualifications  should be noted. First, there is probably much less mobility in 
the rest of  the economy, particularly in the agricultural sector. Secondly, 
changes in the composition of  the upper class appear to be less than among 
other groups, although the data relating to this particular aspect are not so 
satisfactory.  Finally, the result of  the survey depends partly on past develop-
ments, and in view of  the slow rate of  growth in the fifties  and early sixties, 
present mobility may be rather less. However, these qualifications  do not 
alter the basic finding  that mobility in Argentina is high by available 
standards of  comparison. 

Any estimate of  how the aspects of  mobility discussed briefly  above 
affect  the income distribution over a longer period of  time can only be of  a 
qualitative kind and must be partly speculative, as the classifications  of 
occupation or social mobility do not completely coincide with income levels. 
Nevertheless, several interesting observations can be made, and this is best 
done by considering the different  parts of  the distribution separately. 

It has been pointed out that in some countries the lowest income groups 
consist largely of  families  who are only temporarily at that level, and who 
for  most of  their lives receive substantially higher incomes. Such groups are 
the very young, the elderly, and those who have suffered  some temporary 
misfortune,  such as illness, unemployment, etc. The consumer survey data 
indicate this to be, to some extent, the case in Argentina as well. The families 
in the lowest three income categories (somewhat less than 14 per cent of 
all families)  reported consumption spending to be significantly  above their 
total income, but the difference  was only about 10 per cent, which is not 
particularly high for  this sort of  comparison. The composition of  the low-
income category by socio-economic group, gives some indication of  the 
situation in this respect, and the result for  the distribution by individual 
income recipient is substantially different  from  that for  the distribution 
by family. 

In the distribution by individual, the most important single socio-
economic group in the bottom two deciles of  the distribution is that of  retired 
persons, who account for  23 per cent of  the total. Among agricultural 
workers, minors are an important part of  the total at this income level, and 
the very young are no doubt an important part of  the low-income recipients 
in other sectors as well. When the distribution is on the basis of  the family, 
however, the result is quite different.  Less than 10 per cent of  all families  in 



the first  two deciles are headed by a retired person. The low-income group 
in this distribution is dominated by the agricultural sector, which accounts 
for  slightly over 40 per cent of  all families,  and in the bottom decile alone, 
agricultural families  are well over half  the total. These are families  whose 
incomes are consistently at the bottom of  the distribution, unless they manage 
to improve their position in some way. It seems likely that, in the family 
distribution, families  with temporarily low incomes are not a major factor 
in the low-income group in Argentina. Persons with temporarily low incomes 
are for  the most part absorbed into a larger family  group, even though they 
may have been independent family  heads in other periods. Thus incomes 
of  low-income families  do not represent to any great extent a temporary 
situation, but rather income levels at which they live for  prolonged periods. 

There is still a good deal of  mobility among these low-income groups, 
but it is of  a longer term sort. There is little mobility within the agricultural 
sector, and, for  the agricultural families  which dominate the low-income 
group, an upward movement must generally mean a shift  to some urban type 
of  employment, and the shift  of  these families  out of  agriculture has been 
steady and substantial. Even so, the person who leaves agricultural work will 
normally have little training and remain in an unskilled and hence low-income 
occupation, and the mobility derives mostly from  the better schooling oppor-
tunities of  the city which become available to the next generation. Significant 
upward mobility for  the low-income agricultural families  is therefore  likely 
to be a slow process. 

Apart from  this group, mobility in the lower, middle, and upper-middle 
parts of  the distribution is probably relatively high. These are essentially 
the urban manual workers and middle-class groups for  which the results of 
the Buenos Aires survey can be considered representative; but this is precisely 
the part of  the distribution where there is relatively little inequality. Income 
levels rise relatively slowly through the wide middle part of  the distribution, 
so that even a great deal of  mobility among these groups will not significantly 
alter the over-all inequality of  the income distribution structure. 

It is at the top of  the distribution that incomes begin to rise very 
rapidly and where the inequality is concentrated. The top 10 per cent of  all 
families  received over 39 per cent of  all income in 1961, and the average 
income of  this group was more than triple the average income in the ninth 
decile. The extent to which mobility reduces the inequality in the distribution 
of  income over a longer period of  time therefore  depends very largely upon 
how much mobility there is in this group. 

One-quarter of  the families  in the top decile are headed by salaried 
employees, and mobility here is likely to be less than among lower income 
wage and salary earners for  two reasons. First, to reach this level from  lower 
down generally requires a relatively high level of  training, and educational 
opportunities, particularly for  higher education, are unequally distributed 
among different  groups. Secondly, business activity in Argentina is still on a 
relatively small scale and of  a personal rather than an impersonal type. In 
this context, especially at the higher administrative levels, positions are likely 



to be held for  family  or other personal reasons, and this too will make it 
more difficult  for  those from  the lower groups to attain them.19 

However, the great majority of  those in the top decile (nearly 70 per 
cent) are self-employed  and hence it is the mobility among individual business 
enterprises which is most important here. In the agricultural sector, where 
agricultural operators and cattle breeders account for  perhaps 20 per cent 
of  those in the top decile in an average year, such mobilitiy is low. The 
traditional élite  comes largely from  this group, and is relatively unchanging. 
The number of  farm  enterprises has remained practically constant since the 
thirties, and hence there has been no opportunity for  movement as a result 
of  expansion. As noted, there is little mobility in the agricultural sector as 
a whole, and this is especially true at the top of  the scale. 

Among the urban self-employed,  who are much more important in 
aggregate terms, mobility is much greater. The average firm  has remained 
relatively small, and this has meant that much of  expansion in the urban 
sector has been brought about by the formation  of  new firms.  In general 
there appears to have been a constant founding  of  large numbers of  small-
scale enterprises, most of  which have survived, have expanded slowly with 
time, and in numerous cases have carried their owners into the higher 
income brackets. 

In the industrial sector, numerical estimates of  this process can be 
obtained from  the periodic industrial censuses. Thus, of  the firms  covered 
by the 1935 industrial census, over half  had been formed  during the twenties; 
of  those included in the 1941 census, 40 per cent had been formed  during 
the thirties; and of  those covered by the 1954 census, fully  60 per cent had 
been formed  since 1945. Some of  these new undertakings do not survive, 
but about 80 per cent of  those formed  in the twenties and thirties were still 
operating in 1954. While large in number, these new firms  are, as is to be 
expected, small in size. To illustrate this statement from  the 1954 census 
data, the firms  formed  after  1945 had an average of  only 3.6 employees, 
and, although 60 per cent of  the total in number, they accounted for 
only 22 per cent of  total production. But they grow slowly with time. In 
1954, the firms  established during the thirties averaged more than 
10 employees, those established during the twenties had over 13, those 
established between 1910 and 1920 had nearly 20, and those established 
during the first  decade of  the century had nearly 40, etc. 

For more recent years more inclusive estimates were made as part of 
the basic data estimates for  the income distribution study. These indicate 
that the total number of  urban (non-agricultural) self-employed  persons 
increased by slightly over 20 per cent from  1947 to 1953 and by 23 per cent 
from  1953 to 1961. 

1 9 See, for  example, Tomás Fillol, Social  factors  in economic development  for 
* an extended discussion of  this situation; or Arthur D. Little, Inc., Some aspects of 

industrial  development  in Argentina,  p. 62, where this is cited as a major factor  in 
the weakness of  industrial management. 
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It should be noted that only some of  these figures  are relevant to an 
estimate of  mobility, as the absolute size of  the top decile itself  expands over 
time as the population grows, and if,  for  example, a successful  father 
establishes his sons in business, no mobility is involved. Nevertheless, the 
establishment of  new enterprises on such a large scale must have involved 
many instances of  the establishement of  a small undertaking with limited 
resources, which was expanded in due course, yielding its owner a high 
income. In the aggregate, more than one-quarter of  the urban self-employed 
are in the top decile of  the distribution. It is worth noting that this means of 
advance often  demands less formal  training, and hence may be somewhat 
more open to enterprising members of  the lower income groups and involve J 
bigger shifts  in the income distribution structure. 

While the restrictions to movement are greater at the top of  the 
distribution than in the middle range, it appears that even here there is a 
substantial amount of  mobility in the Argentine economy, and it is useful 
to make a hypothetical calculation of  how far  this might alter the income 
distribution structure. Suppose that, over a period of  time, one-quarter of 
the individuals in the top decile, with an average income equal to the average 
of  that decile were to fall,  half  of  them to the average income of  the ninth 
decile, and the other half  to the average income of  the eighth decile, and 
that equal numbers of  individuals from  the eighth and ninth deciles replaced 
them at their former  income levels. This is a considerable degree of  mobility 
at the top, but the result of  averaging the situation before  and after  a shift 
of  this kind (a long-term distribution) would only be to reduce the share 
of  the top decile of  the distribution by slightly more than one and a half 
percentage points, practically all of  which would be gained by the new ninth 
decile. Assumptions of  interchange with lower deciles of  the distribution, or 
greater proportional movement, can of  course produce bigger changes, but 
such assumptions become increasingly unrealistic, and even so the changes 
are smaller than might be expected. 

The relatively high degree of  mobility which exists in the Argentine 
economy is important, but from  the standpoint of  income distribution, this 
is more because of  the way in which a particular individual in the society 
is affected  (he is more likely to regard higher groups as groups to which 
he or his children may one day belong) than because of  the way in which 
the income distribution structure itself  is affected  in aggregate terms. Even w 
if  it were possible to calculate income distribution over the longer term, it is 
unlikely to be much less unequal than the distribution existing in any 
one year. 

5. CONCLUSIONS 

On balance, it seems clear that the distribution of  real welfare  in 
Argentina is significantly  less unequal than the distribution of  money income 
shown by the figures.  The figures  themselves probably do not need to be 
qualified  to any important extent. The major distortion is the calculation of 
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depreciation at historic cost, which overstates the income of  the entrepre-
neurial and hence high-income group, but this must be offset  against consider-
ations of  capital gains, undistributed corporate profits,  and imputed returns 
to property. All of  other points discussed — fiscal  policy, levels of  consump-
tion and relative prices, and economic mobility — tend to redistribute real 
welfare  in a single direction: away from  the top 10 per cent, and mostly 
in favour  of  those in the lower half  of  the distribution. 

An over-all estimate of  a sort can be obtained from  the distribution of 
consumption expenditure, which is markedly  less unequal than the distribu-
tion of  money income, but, even if  this is rejected because of  the benefits 
which accrue to those who can save and invest, the shift  is clear. Fiscal policy 
reduces the inequality somewhat, almost entirely because of  social spending 
programmes rather than a progressive tax system. The relative prices faced 
by the different  income groups, as a result of  different  spending patterns, 
further  favour  the lower income sectors by comparison with the situation 
in the region as a whole. And there is a relatively high degree of  economic 
mobility in Argentina, which reduces the inequality to some extent if  this is 
considered over a longer period of  time, and, what is probably of  much 
greater importance, is likely to mean that the inequality is regarded by 
individuals in a different  light. All in all, it may be estimated that the top 
decile loses some five  percentage points of  its share in total personal income 
through these influences,  and that most of  this is gained by the lower half  of 
the distribution. 

All that this means, of  course, is a slight lessening of  the degree of 
inequality in Argentina. Any such estimated  distribution  of  real economic 
welfare  would still be highly unequal. It would, for  example, be considerably 
more unequal than the distribution of  money incomes in the advanced 
industrial countries, and in most of  those countries the redistributive effect 
of  fiscal  policy, at least, is much greater than in Argentina. But the money 
income figures  do have to be qualified  to an important extent in judging the 
distribution of  real welfare,  and this must be borne in mind in comparing the 
Argentine data with those of  other countries in the region, for  it is probable 
that in most of  the region this qualification  is less, and, in some cases, real 
welfare  may be more unequally distributed than even money income. 
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Chapter V 

FUNCTIONAL, SECTORAL AND REGIONAL 
DISTRIBUTION OF THE GROSS PRODUCT 

IN THE POST-WAR PERIOD 

In examining recent changes in the distribution of  personal income in 
chapter III, stress was laid on the fact  that the changes in the size distribu-
tion of  income mainly reflected  substantial shifts  in the proportions of  income 
held by the different  economic sectors and the various functional  groups, 
and the magnitude of  those changes was roughly indicated. However, in 
discussing personal income distribution, the three main years studied were 
1953, 1959 and 1961, for  which complete estimates were available; for  other 
years there were only some global data. For the gross product on the other 
hand, there were sectoral and functional  data for  each year, and the present 
chapter comprises an analysis of  these annual data. This analysis, besides 
making it easier to understand the factors  which determined personal income 
distribution in the post-war period, itself  presents an interesting aspect of 
the studies on income distribution. 

1. FUNCTIONAL DISTRIBUTION 

The functional  distribution of  income, or distribution by type of  income, 
is also, broadly speaking, a distribution by socio-economic groups. The two 
main components of  functional  distribution — salaries and wages, and 
profits  — constitute the principal earnings of  two major and well differen-
tiated groups of  society: wage-earners * and entrepreneurs. 

These two major occupational categories, together with the breakdown 
of  each by sectors of  economic activity, have provided the basic criterion 
for  differentiating  between socio-economic groups in the income distribution 
estimates used in this study. Therefore,  the analysis of  changes in functional 
distribution at the level of  the economy as a whole and, in particular, within 
each sector of  activity, is a necessary procedure for  investigating the causes 
of  the shifts  in income distribution between the different  socio-economic 
groups and for  ascertaining, through them, some of  the determinants of 
income distribution by levels. 

* Translator's  note. In the interest of  brevity and clarity, the term "wages" has 
been used throughout to include all rewards received by the factor  labour. The term \ 
"wage-earners" thus describes employed persons earning either hourly or weekly wages 
or monthly salaries. 
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The influence  of  the chief  macroeconomic factors  on functional  distri-
bution is studied mainly through an analysis of  the changes in the share of 
wages in income. With this approach, the investigation can be centred on the 
conceptually most homogeneous component, and the conclusions are 
applicable "by subtraction" to the remaining components. 

After  analysing the changes in the share of  wages in income, a study is 
also made of  the factors  which have influenced  the evolution of  other types 
of  income, such as employers' contributions to pension schemes, in so far 
as changes in legislation have been added to the variations in the share of 
wages, to which they are directly linked. In the gross remuneration received 
by capital investors and the owners of  enterprises, allowance is first  made 
for  amortization and, the role played by income from  property (interest, 
dividends, rents and net pensions, etc.) in the remaining net remuneration, 
and the trends followed  by profits  from  enterprises not owned by individuals 
(government and private companies) are ascertained; the changes in the 
share of  net profits  accruing directly to individual recipients are then arrived 
at residually (see table 38). 

TABLE 38. FUNCTIONAL DISTRIBUTION IN THE ECONOMY AS A WHOLE, 1946-65 
(Percentages  of  gross domestic  income at factor  cost) 

Remuneration  of  capital  investors  and 
Remuneration  of  labour  owners of  enterprises 

Amortization 

Year 
Salaries 

and vages 
Employers' 

contribution Total 
Net 

remuneration 
(at  historic 

cost) 
Gross 

remuneration 

1946 38.7 1.4 40.1 59.8 6.1 59.9 
1947 37.3 2.2 39.5 55.5 5.0 60.5 
1948 40.6 2.9 43.5 51.8 4.7 56.5 
1949 45.7 3.3 49.0 46.3 4.7 51.0 
1950 45.9 3.7 49.6 46.0 4 .4 50.4 
1951 43.0 3.2 46.2 49.6 4 .2 53.8 
1952 46.9 3.6 50.5 45.2 4.3 49.5 
1953 44.8 4.1 48.9 46.6 4.5 51.1 
1954 45.6 4.3 49.9 45.5 4.6 50.1 
1955 43.0 3.9 47.0 48.0 5.0 53.0 
1956 42.6 3.8 46.4 48.5 5.1 53.6 
1957 41.4 3.4 44.8 50.2 5 .0 55.2 
1958 43.3 3.0 46.3 49.2 4.5 53.7 
1959 37.8 2.6 40.4 56.0 3.6 59.6 
1960 38.4 3.0 41.4 54.4 4 .2 58.6 
1961 39.9 3.1 43.0 52.5 4.5 57.0 
1962 39.1 2.7 41.8 54.0 4 .2 58.2 
1963 38.2 2.8 41.0 54.7 4.3 59.0 
1964 39.1 2 .9 42.0 ... 58.0 
1965 39.8 2.9 42.7 57.3 

SOURCES: 
1946-49 : Special estimates made for  this study. 
1950-63 : CONADE-ECLA, Distribución  del  ingreso y cuentas nacionales  en la Argentina,  Buenos Aires, 

1965. 
1964-65 : Provisional estimates prepared after  publication of  the CONADE-ECLA study. 
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(a) Over-all  share of  wages in income 
The changes that occurred in the functional  distribution of  income 

during the post-war period are probably the greatest recorded since the 
Argentine economy entered the stage of  inward-directed growth. This is 
easily demonstrated by comparing the series for  the share of  wages in 
income according to the estimates used in this study, starting from  the 
beginning of  the post-war period, with that resulting from  the previous 
official  estimates of  the product and income, from  1935 onwards (see 
table 39). 

TABLE 39. SHARE OF SALARIES AND WAGES IN DOMESTIC INCOMES, 1935-65 
(Percentages  of  gross domestic  income at factor  cost) 

According  to estimates  of 

Year  Ministry  of  Economic Affairs  CONADE-ECLA  study 
(1) (2) 

1935 42.0 
1936 42.2 
1937 40.2 
1938 42.0 
1939 41.5 
1940 41.1 
1941 40.5 
1942 38.6 
1943 39.4 
1944 40.1 
1945 40.6 
1946 40.8 38.7 
1947 41.8 37.3 
1948 45.0 40.6 
1949 50.2 45.7 
1950 50.3 45.9 
1951 47.4 43.0 
1952 50.4 46.9 
1953 48.9 44.8 
1954 45.6 
1955 43.0 
1956 42.6 
1957 41.4 
1958 43.3 
1959 37.8 
1960 38.4 
1961 39.9 1962 39.1 
1963 38.2 
1964 39.1 
1965 39.8 

SOURCES : 
Col. (1) 

Ministry of  Economic Affairs,  Producto  e ingreso de  la República  Argentina,  Buenos Aires, 1955. 
Col. (2) 

1946-49 : Special estimates prepared for  this study. 
1950-63 : CONADE-ECLA, "Distribución del ingreso y cuentas en la Argentina". 
1964-65 : Provisional estimates prepared after  publication of  the CONADE-ECLA study. 

Three-quarters of  the discrepancies between the two sources are attributable to the increase in gross domestic 
income which led to the review made in 1965. 
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Although the two series are not really comparable, it will be noted that 
the average share of  wages during the war years was smaller than in 1946, 
and the average share before  the war was about the same as in 1946-47, 
while the maximum percentages were scarcely higher than in 1947. 

The increases in the wage share during the early post-war years 
(1945-47), however, are no greater than they were in the pre-war years, 
since the redistribution of  income in favour  of  wage-earners, which took 
place on an unprecedented scale in the Argentine economy, did not start 
until 1948. 

Between 1946 and 1965 there were considerable variations in the share 
of  salaries and wages in gross domestic income at factor  cost. The propor-
tion rose from  38.7 per cent in 1946 to 39.8 per cent in 1965, but the 
average share for  the whole period was 41.6 per cent. The percentage rose 
steeply up to 1954, and from  then on it declined. To sum up, although the 
proportion of  income accounted for  by wages followed  a slightly rising trend 
in 1946-65, the increase was small compared with the sharp short-term 
fluctuations  and with the presence of  opposite medium-term trends. 

Accordingly, at least two major sub-periods may be distinguished in 
1946-65 with respect to functional  income distribution: from  the end of  the 
war to 1954, and from  that year to the present time; however, as will be seen 
in a more detailed analysis, it is useful  to consider shorter periods, with their 
own particular characteristics, within these two major periods. 

In 1948-49 there was a swift  and far-reaching  redistribution of  income 
in favour  of  wage-earners, their share in domestic income rising from  the 
regular 38 per cent which had prevailed since the pre-war years to nearly 
46 per cent. Redistribution was then stabilized and the share fluctuated 
around an average of  45.3 per cent up to 1954. If  the proportions at the 
beginning and end of  this period are compared, the difference  shown is 
6.9 per cent of  income, which represents an 18 per cent increase in the share 
itself;  the average share of  wages for  the whole period was 43.2 per cent. 

From 1955 onwards redistribution was in the opposite direction — in 
favour  of  enterprises — and, with various ups and downs, this trend has 
continued. It must be remembered that what is being examined here is 
gross income distribution. 

i From the beginning to the end of  the period 1955-65, the wage share 
in domestic income at factor  cost declined by 5.8 per cent. The average 
share over the whole period was 40.2 per cent. 

In this period also, two stages may be distinguished in the process of 
redistribution in favour  of  enterprises. In 1955-57 the wage share decreased 
steadily from  45.6 per cent in 1954 to 41.4 per cent in 1957. In 1958 the 
trend was temporarily reversed, with the recovery of  the 1955 level; but in 
1959 there was a further  drastic reduction, the wage share shrinking to 
37.8 per cent, or virtually the same as in the war years, which meant a loss 

A of  7.8 per cent of  income for  wage-earners in relation to their position 
in 1954. 
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In 1960-61 the wage share recovered somewhat, after  the violent 
contraction in 1959, and was then stabilized at around an average of  39.2 per 
cent of  income in 1961-65. 

(b) Effect  of  changes in the relative  position of  sectors, and  of  variations 
in the sectoral  share of  wages 

In principle, the various economic sectors show a different  percentage 
share of  wages in sectoral income; consequently, a change in their relative 
importance in generating domestic monetary income itself  causes changes in 
the wage share for  the economy as a whole. Similarly, the changes recorded 
by the wage share in the income of  a specific  sector will, on their own, 
influence  the functional  distribution of  the whole economy. In short, any 
variation in the wage share for  the whole economic system may be broken 
down into two components: the effect  of  intersectoral changes in weighting 
and the effect  of  intrasectoral changes in the share of  wages in the income 
of  each sector. 

In order to separate these effects  and to link the changes in functional 
distribution with the variations in the distribution of  income by socio-
economic group, the over-all share of  wages in domestic income was broken 
down by sectors, thus giving the share of  each group of  wage-earners in the 
total income generated in the economy (see table 40). The shifts  of  income 
implicit in the changes in these percentages may be broken down, in line 
with the above-described analytical approach, into one portion attributable 
to changes in the share of  wages in the income of  each sector and another 
portion resulting from  changes in the generation of  total income at current 
prices. 

In the whole economy, the annual estimate of  the over-all share of 
wages in 1947-65 depended on the changes in the sectoral share far  more 
than on the effect  of  changes in sectoral distribution. 

Taking the average for  the period, the annual changes in the over-all 
share depended 75 per cent on changes in the sectoral share, while the effect 
of  changes in the importance of  each sector was reduced to the remaining 
25 per cent. 

On the other hand, the direction of  the changes in the over-all percent-
age share for  each year was the same as that of  the effect  of  changes in the 
sectoral share. This is the result not only of  the preponderance of  the intra-
sectoral effect,  but also of  the fact  that the effect  of  intersectoral changes 
has operated, except in a couple of  years, in the same direction, although 
on the whole less intensively. 

Lastly, it should be noted that the effect  of  the two factors  on annual 
changes has varied greatly. Although the effect  of  intersectoral changes 
hardly ever predominated, the changes in the sectoral share, in some years, 
account for  half  the variations in the over-all share, and in others for  nearly 
90 per cent. A fact  of  major importance as regards the relative effect  of  the 
two types of  changes, however, which is not revealed by the analysis of 
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TABLE 40. APPROXIMATE EFFECT OF INTRA- AND INTER-SECTORAL CHANGES ON VARIATIONS 
IN THE OVER-ALL SHARE OF WAGES IN INCOME, 1946-65 

(Percentages  of  gross domestic  income at current  factor  cost) 

Shifts 

Year 
Over-ail  share 

of  wages 
In  the wages 

share 

As a resuit  of 
intrasectoral 

changes 

As a result  of 
intersectoral 

changes 

Relative 
importance  of 
intrasectoral 

changes 

1946 A ) (2) (3) (2)7„(1) 
1947 37.3 - 1 . 4 - 2 . 6 1.2 1.86 
1948 40.6 3.3 1.6 1.7 0.48 
1949 45.7 5.1 2.5 2.6 0.49 
1950 45.9 0.2 0 .2 — 1.00 
1951 43.0 - 2 . 9 - 2 . 1 - 0 . 8 0.72 
1952 46.9 3.9 2 .6 1.3 0.67 
1953 44.8 - 2 . 1 - 0 . 9 - 1 . 2 0.43 
1954 45.6 0.8 0 .4 0 .4 0.50 
1955 43.1 - 2 . 6 - 2 . 4 - 0 . 2 0.92 
1956 42.5 - 0 . 4 - 0 . 2 - 0 . 2 0.50 
1957 41.4 - 1 . 2 - 1 . 0 - 0 . 2 0.83 
1958 43.3 1.9 1.2 0.7 0.63 
1959 37.8 - 5 . 5 - 3 . 3 - 2 . 2 0.60 
1960 38.4 0.6 0.5 0.1 0.83 
1961 39.9 1.5 0.8 0.7 0.53 
1962 39.1 - 0 . 8 - 0 . 7 - 0 . 1 0.88 
1963 38.2 - 0 . 8 - 0 . 5 - 0 . 3 0.63 
1964 39.1 0.9 1.3 - 0 . 4 1.44 
1965 39.8 0.7 0.1 0 .6 0.14 

annual changes, is that from  the beginning to the end of  the period the changes 
in weighting in the sectors have had a positive effect  on the over-all per-
centage, and their effect  has been greater than that of  the changes in the 
sectoral percentages, which operated negatively. Although on an average 
three-quarters of  the annual changes — taken individually — in the over-all 
wage share were determined by the annual variations in the sectoral percent-
ages, the slight improvement in the over-all share from  38.7 per cent in 1946 
to 39.8 per cent in 1965 was due to the predominance of  the change in each 
sector's share in monetary income — which had a positive effect  — over the 
negative effect  of  the changes in the sectoral percentages between the begin-

I ning and the end of  the period. 

This is accounted for  by the different  trend followed  by the two types 
of  effects.  On the one hand, the intersectoral changes during the early post-
war years had a strong positive effect  on the over-all percentage, and their 
subsequent fluctuations  did not imply — on balance — a reversal of  this 
trend. The changes in sectoral percentages, on the other hand, over and 
above the changing direction of  their effect  on the present changes in the 
over-all share — associated with the frequent  alterations in price and wage 
policy — had, between the beginning and the end of  the period, a negative 

'•* effect  on the over-all share of  wages in domestic income, which largely 
counteracted the positive effect  of  the intersectoral changes. 
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For the period as a whole, the change in intersectoral weighting in the 
generation of  income has tended to favour  an increase in the over-all share 
of  wages, inasmuch as the changes occurring in the sectoral structure between 
the end of  the war and the present time have resulted in an increased share 
of  monetary income for  sectors with the highest percentage share of  wages 
in income (see table 41). 

It will be noted that both agriculture, and housing and finance,  which 
are the sectors with the smallest share in the economy, have lost relative 
importance in favour  of  manufacturing,  construction, transport, and govern-
ment services, which have a larger share (far  higher than the average in the 
last three cases). 

TABLE 41. SECTORAL SHARE IN MONETARY INCOME AND AVERAGE SECTORAL WAGE SHARE 

Average sectoral 
Share of  sectors in monetary income wage share 

1946 1961-65 1946-65 
Sector (percentage) 

Total  for  the whole  economy 100.0 100.0 40.2 
General government services 7.2 8.6 89.7 
Total for  non-government activities 98.2 91.4 35.6 

Agriculture and fishing 21.7 15.8 21.3 
Total for  non-agricultural activities 71.1 75.6 38.8 

Mining and quarrying 1.0 1.8 32.4 
Manufacturing 24.7 31.3 42.4 
Construction 3.6 4.2 65.4 
Commerce 15.9 15.5 23.4 
Transport and communications 7.2 8.3 49.9 
Electricity, gas and water 1.3 1.6 55.5 
Housing and finance 8.7 4.4 30.4 
Other services 8.7 8.5 34.7 

The greatest improvement in the over-all rate, however, was in 1946-49, 
when radical changes took place in the sectoral distribution and helped 
consistently and vigorously in that direction. Subsequently, the direction 
of  the effect  of  intersectoral changes fluctuated,  as a result of  the frequent 
variations referred  to above, the relative price policy, and the effect  of 
periodic recessions. In general, the years in which intersectoral changes had 
a negative effect  on the over-all share marked shifts  to the agricultural sector 
and vice versa. The fact  that this sector had the same share in monetary 
income in 1965 as in 1951, because of  the improvement in its relative prices, 
largely explains why the changes in sectoral distribution after  1949 had a 
fluctuating  effect  on the over-all percentage share, without showing a marked 
trend towards improvement, but without reversing the trend recorded in the 
early post-war years. 

The total effect  of  changes in the sectoral percentages reflects  the action 
of  variations in the real wages of  each sector and that of  changes in sectoral 
productivity. The combined action of  the two factors  has determined con-
siderable fluctuations  in the effect  of  the sectoral share on the over-all share 
of  wages. 
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Not only have the changes in the sectoral share had a fluctuating  effect 
on the annual variations in the over-all share; from  one period to another 
they have gradually changed direction, in line with the turns taken by price 
and wage policy. Despite the frequency  and magnitude of  these changes in 
direction, if  the sectoral percentages in 1946 are compared with those 
applicable in 1965 it will be seen that they have had a negative effect  on the 
over-all share (see table 42). 

TABLE 42. SECTORAL SHARE OF INCOME, 1946 AND 1965 
(  Percentages) 

Sector 1946 1965 

Agriculture and fishing 25.6 19.7 
Mining and quarrying 30.6 28.5 
Manufacturing 43.8 40.4 
Construction 66.0 68.5 
Trade 26.0 22.1 
Transport and communications 53.6 47.8 
Electricity, gas and water 43.2 49.1 
Housing and finance 12.9 35.7 
Other services 35.7 34.5 
General government services 94.9 89.2 

The fact  that the effect  of  intersectoral changes on the annual variations 
in the over-all share should in most years be in the same direction as that 
of  the effect  of  changes in the sectoral percentages is largely due to the 
changes in weighting of  government services, wich in turn are closely linked 
with the general guidelines of  economic policy. In view of  the generally 
favourable  trend followed  by intersectoral changes — based on long-term 
trends of  the economic structure, and despite the distortions introduced by 
the changes in relative price policy — it is remarkable that the effect  of  these 
changes should be negative in the middle of  the years considered. 

The explanation is partly that the policies for  restricting demand include 
among their instruments that of  keeping wages down in relation to prices 
and the curbing of  public expenditure. The first  has an unfavourable  effect 
on the sectoral percentage share and the second nearly always involves a 
decrease in the government sector's share in the monetary product, with an 
adverse effect  on the over-all share of  wages. This occurred in 1955-57, 
1959 and 1963. 

Another noteworthy feature  of  the combination of  the two effects  — of 
intersectoral and intrasectoral changes — is their behaviour during recessions. 

In the 1949 and 1952 recessions, which originated in the agricultural 
sector, both types of  changes had a positive effect.  The changes in the sectoral 
share in industry did not affect  wages because the impact of  the recession 
was felt  by the entrepreneurs,  in view of  the prevailing policy of  maintaining 
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wages and employment in urban activities, and in the agricultural sector, 
wages were unaffected  because the changes had a more pronounced effect  on 
the producers' share than on the wage-earners', compared with other sectors 
because of  the inelasticity of  agricultural employment. 

During the 1959 industrial recession, demand was curbed by the drop 
in real wages and the restrictions on public expenditure. As noted above, the 
two mechanisms have a negative effect  on the over-all share, the first  through 
the sectoral percentages and the second through intersectoral changes. 

In the 1962-63 industrial recession, however, with demand being 
restricted through the liquidity of  the system, the shift  of  income to agri-
cultural producers had a greater effect,  with the resulting decrease in the 
sectoral share. 

Between 1946 and 1949 the share of  wages in domestic income improved 
by 7 per cent, as a result of  the vigorous redistribution which took place at 
the end of  the war. This process was based on wage increases and on the 
transformation  of  the economy, but although the wage increases helped to 
increase considerably the share of  wages in the income of  nearly all sectors, 
the redistribution process was actually based on the rapid change in the 
relative importance of  the different  sectors in generating monetary income. 
More than half  the increase in the percentage share of  wages in domestic 
income during this period is attributable to intersectoral changes. The fact 
that the changes in the sectors' importance as generators of  monetary income 
had such a decisive impact in increasing the over-all share, when the sectoral 
percentages were registering greater relative increases throughout the post-
war period, is explained by the magnitude of  the change-over to urban 
activities which took place in the economic structure. This transformation 
was based on both the changes in the structure of  production, particularly 
the shifts  of  manpower to urban sectors, and the turn taken by relative prices 
to the detriment of  agriculture. There was a redistribution of  income through 
the changes in the relative importance of  the different  sectors with an increase 
in the importance of  the urban sectors, which show a considerably larger 
share of  wages in income than agriculture, whose relative importance declined. 
Industry, construction and government services were responsible for  most 
of  the intersectoral changes in the over-all share of  wages. This is due not 
only to the fact  that these sectors have the largest share of  wages in the 
whole economy but also to the fact  that the economic expansion which * 
characterized this period was concentrated in them. 

The effect  of  government almost exclusively through intersectoral 
changes is evident in this period in which government services absorbed a 
large proportion of  the new urban labour force.  It is also possible to evaluate, 
from  this standpoint, the effect  of  the industrial growth of  the period, which 
by itself  offset  the whole of  the relative decrease in agricultural wages. 

In 1949, when a recession occurred as a result of  the poor crop year, 
the situation was not very different  from  that described for  the whole period. 
The biggest difference  compared with other years in the period is that agri-
culture's loss of  importance was reflected  wholly in the producers' income, 
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TABLE 43. SHARE OF WAGES IN EACH SECTOR IN GROSS DOMESTIC INCOME AT CURRENT FACTOR COST, 1946-65 

(Percentages  of  gross domestic  income) 

Wages  in the sector 1946 1947  1948 1949 1950 1951 1952 1953 1954 1955 1956 1957  1958 1959 1960 1961 1962 1963 1964 1965 

Agriculture and fishing  5.6 4.1 3.8 4.2 3.9 4.4 5.0 5.4 5.1 4.6 4.0 3.6 3.9 3.7 3.5 3.2 3.5 3.4 3.4 3.1 
Mining and quarrying 0.3 0.3 0.3 0.4 0.4 0.4 0.5 0.5 0.5 0.4 0.5 0.4 0.4 0.4 0.4 0.4 0.5 0.5 0.5 0.5 
Manufacturing  10.8 11.1 11.8 13.7 14.2 13.1 14.1 12.5 13.5 13.5 13.2 14.2 14.2 12.2 13.2 13.3 12.1 12.0 12.8 13.4 

~ Construction 2.4 2.6 3.5 4.2 4.1 3.5 3.5 3.3 3.1 2.6 3.2 2.9 3.3 2.5 2.4 2.7 2.6 2.6 2.4 2.8 
- j Commerce 4.2 3.6 4.1 4.5 4.8 4.4 5.0 4.5 4.6 4.4 4.3 4.1 3.9 3.4 3.4 3.5 3.3 3.1 3.3 3.2 

Transport, storage and 
communications 3.9 4.1 4.6 4.9 4.7 4.2 5.0 4.6 4.7 4.2 4.4 4.4 4.5 4.2 4.1 4.2 3.9 3.8 4.0 4.1 

Electricity, gas and water . . . 0.6 0.6 0.6 0.7 0.7 0.7 0.7 0.7 0.7 0.6 0.7 0.6 0.8 0.7 0.8 0.8 0.8 0.8 0.8 0.8 
Housing and finance  1.1 1.1 1.2 1.2 1.2 1.1 1.2 1.2 1.2 1.1 1.3 1.2 1.5 1.1 1.1 1.4 1.4 1.5 1.5 1.5 
Other services 3.1 2.8 2.9 3.4 3.7 3.6 3.8 3.7 3.5 3.4 3.3 2.9 3.0 3.0 2.9 3.0 3.1 3.1 2.8 2.6 
General government 

services 6.8 6.9 7.7 8.5 8.2 7.6 8.2 8.5 8.8 8.3 7.8 6.9 7.9 6.6 6.6 7.5 7.9 7.4 7.7 7.7 



with an increase in the sector's wage share and in the share of  agricultural 
wages in income, and thus in the over-all wage share, both in the direction 
of  the intersectoral changes and in the increase in the share of  wages in 
income within the agricultural sector. 

In 1953, the share of  wages in domestic income was only 0.9 per cent 
less than it was in 1949. In the intervening years, it fluctuated  considerably, 
however. Throughout the period 1950-52, the changes which had the greatest 
effect  on the over-all share were changes in the sectoral wage share, which 
were responsible for  80 per cent of  the fluctuations.  This is only natural since 
it was a period of  economic stagnation with few  changes in the sectoral 
structure of  the product at current prices; moreover, the policy of  holding 
wages down in relation to prices, which was applied more during this period, 
meant that there were considerable changes in the sectoral wage shares. 

The severe recession of  1952, which began in the agricultural sector, 
caused a significant  increase in the over-all share of  wages in domestic 
income (4 per cent more than in 1951). The same factors  that had been in 
evidence in 1949 were in operation, but with greater intensity; first,  the 

TABLE 44. APPROXIMATE EFFECT OF CHANGES IN THE SECTORAL 
ON THE ANNUAL SHIFTS IN THE SHARE OF 

(Percentages  of  gross domestic 
Sector Year 1947 1948 1949 1950 1951 1952 1953 

Total for  the whole 
economy Ta a -1 .4 3.3 5.1 0.2 -2 .9 3.9 -2.1 

Tt b -2 .6 1.6 2.5 0.2 -2 .1 2.6 -0 .9 
Ts c 1.2 1.7 2.6 — -0 .8 1.3 -1 .2 

General government 
services Ta 0.1 0.8 0.8 -0 .3 -0 .6 0.6 0.3 

Tt - 0 . 4 — — -0 .2 — — -0.1 
Ts 0.5 0.8 0.8 -0.1 -0 .6 0.6 0.4 

Total for  non-
government services Ta -1 .5 2.5 4.3 0.5 -2 .3 3.3 -2 .4 

Tt -2 .2 1.6 2.5 0.4 -2 .1 2.6 -0 .8 
Ts 0.7 0.9 1.8 0.1 -0 .2 0.7 -1 .6 

Agriculture 
and fishing  . . . . Ta -1 .3 -0 .3 0.4 -0 .3 0.5 0.6 0.4 

Tt -0 .4 0.1 0.8 -0 .2 -0 .1 1.0 -0 .6 
Ts -0 .9 -0 .4 -0 .4 -0 .1 0.6 -0 .4 1.0 

Non-agricultural 
activities Ta -0 .2 2.8 3.9 0.8 -2 .8 2.7 -2.8 

Tt -1 .8 1.5 1.7 0.6 - 2 . 0 1.6 -0 .2 
Ts 1.6 1.3 2.2 0.2 -0 .8 1.1 -2 .6 

Mining and 
quarrying Ta — — 0.1 — — 0.1 — 

Tt — — 0.1 — — — — 

Ts 0.1 — 

Manufacturing  .. Ta 0.3 0.7 1.8 0.5 -1 .1 1.0 —1.6 
Tt 0.1 0.5 0.6 0.4 -0 .5 0.8 -0 .6 
Ts 0.2 0.2 1.2 0.1 -0 .6 0.2 -1 .0 
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producers naturally bore the brunt of  the relative drop in the income of  the 
agricultural sector with the result that the wage share of  the sector increased; 
secondly, the sudden decline in the importance of  agriculture was counter-
balanced by an increase in the importance of  urban sectors, whose income 
contains a larger wage element; and lastly, the fact  that urban activities were 
also affected  by the recession originating in the agricultural sector, because 
of  the policy prohibiting dismissals and any drop in real wages, in turn 
resulted in increases in the wage share of  the urban sectors. Hence, both 
intersectoral and intrasectoral changes had the effect  of  increasing the over-all 
share of  wages in domestic income, with intrasectoral changes naturally 
having the greater influence,  being responsible for  70 per cent of  the total 
shift.  The recovery of  1953, which also began in the agricultural sector, had 
exactly opposite effect  on the over-all wage share, because the effect  of  the 
factors  described above was reversed, the wage share of  almost all the 
sectors dropped, but the decline in urban activities, as a result of  an economic 
policy of  wage restraint had the most effect,  in contrast with the strong 
recovery of  the agricultural product. More than 60 per cent of  the drop in 
the over-all wage share in 1953 was due to these intersectoral changes. 

SHARE OF WAGES AND OF CHANGES IN SECTORAL INCOME DISTRIBUTION 
SALARIES AND WAGES IN TOTAL INCOME, 1947-65 
income at current  factor  cost) 

1954 1955 1956 1957 1958 1959 I960 1961 1962 1963 1964 1965 

0.8 -2 .6 -0 .4 -1 .2 1.9 -5 .5 0.6 1.5 -0 .8 -0 .8 0.9 0.7 
0.4 -2 .4 -0 .2 -1 .0 1.2 -3 .3 0.5 0.8 -0 .7 -0 .5 1.3 0.1 
0.4 -0 .2 -0 .2 -0 .2 0.7 -2 .2 0.1 0.7 -0 .1 -0 .3 -0 .4 0.5 

0.3 -0 .5 -0.5 -0 .7 0.9 -1 .3 — 0.8 0.4 -0 .4 0.3 — 

-0 .1 — — — 0.1 — — -0 .1 — — — — 

0.4 -0 .5 -0.5 -0 .7 0.8 -1 .3 — 0.9 0.4 -0 .4 0.3 — 

0.5 -2.1 0.1 -0 .5 1.0 -4 .2 0.6 0.7 -1 .2 -0 .4 0.6 0.7 
0.5 -2 .4 -0 .2 -1 .0 1.1 -3 .3 0.5 0.9 -0 .7 -0 .5 1.3 -0 .1 
— 0.3 0.3 0.5 -0 .1 -0 .9 0.1 -0 .2 -0 .5 0.1 -0 .7 0.6 

-0 .3 -0.5 -0 .6 -0 .3 0.3 -0 .2 - 0 . 2 -0 .3 0.3 -0 .1 -0 .2 
0.2 — -0 .7 -0 .3 0.4 -0 .6 0.4 0.7 -0 .1 -0 .8 -0 .2 0.3 

-0 .5 -0.5 0.1 — -0 .1 0.4 -0 .6 -1 .0 0.4 0.7 0.2 -0 .5 

0.8 -1 .6 0.7 -0 .2 0.7 -4 .0 0.8 1.0 -1 .5 -0 .3 0.6 0.9 
-0 .3 -2 .4 0.5 -0 .7 0.7 -2.7 0.1 0.2 -0 .6 0.3 1.5 -0 .2 

0.5 0.8 0.2 0.5 — -1 .3 0.7 0.8 -0 .9 -0 .6 -0 .9 1.1 

-0 .1 0.1 -0 .1 0.1 . 
-0 .1 -0 .1 

— -0 .1 0.1 — — — — — 0.2 — — — 

1.0 -0 .3 1.0 -1 .9 1.0 0.1 -1 .0 -0 .1 0.8 0.7 
0.3 -1 .2 0.2 0.3 -0 .6 -1 .1 0.3 -0 .4 -0 .1 0.3 0.2 -0.1 
0.7 1.2 -0 .5 0.7 0.6 -0 .8 0.7 0.5 -0 .9 -0 .4 0.6 0.8 
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TABLE 44 (continued).  APPROXIMATE EFFECT OF CHANGES IN THE SECTORAL 
ON THE ANNUAL SHIFTS IN THE SHARE OF 

(Percentages  of  gross domestic 

Sector Year 1947 1948 1949 ¡950 1951 1952 1953 

Construction Ta 0.2 0.9 0.7 -0 .1 -0 .6 — —0.2 
Tt — — — -0 .2 -0 .3 -0 .2 0.2 
Ts 0.2 0.9 0.7 0.1 -0 .3 0.2 -0.4 

Commerce Ta -0 .6 0.5 0.4 0.3 - 0 . 4 0.6 -0.5 
Tt -2 .4 0.7 0.8 0.3 -0 .8 0.9 0.2 
Ts 1.8 -0 .2 -0 .4 — 0.4 -0 .3 -0.7 

Transport and 
communications Ta 0.2 0.5 0.3 -0 .2 -0 .5 0.7 -0 .4 

Tt 0.2 — — -0.1 -0 .2 0.2 — 

Ts — 0.5 0.3 -0 .1 -0 .3 0.5 -0.9 
Electricity, gas 

and water Ta — — 0.1 — — — — 

Tt 0.1 0.1 0.1 — — — — 

Ts -0 .1 -0.1 — — — — — 

Housing and 
finance Ta — 0.1 — — -0 .1 0.1 — 

Tt 0.3 0.2 — — — 0.1 _ 
Ts -0 .3 -0.1 — — -0 .1 — — 

Other services .. Ta -0 .3 0.1 0.5 0.3 -0 .1 0.2 -0.2 
Tt -0 .1 — 0.1 0.2 -0 .2 -0 .2 — 

Ts - 0 . 2 0.1 0.4 0.1 0.1 0.4 0.1 
Note  : The division of  the shift  of  income (Ta) due to an increase or decrease in the wage share — in the 

whole economy or in one sector — in a year, into the proportion attribuable to changes in the sectoral wage 
share (Tt) and that ascribed to variations in the sector's share in current domestic income (Ts), was calculated 
roughly by the following  method : 
Given A A « percentage variation in the share of  sectoral wages in gross domestic income, 

A t = percentage variation in sectoral wage share, and 
A S — percentage variation in sectoral share of  gross domestic income, the following  calculation was 

made for  each sector : 
A t 

Tt = Ta 
A t + S 

In actual fact,  the effect  of  these changes would have been greater had 
government services not grown in 1953 as the relative importance of  other 
urban activities declined, since the product of  government services is almost 
entirely composed of  wages. In earlier years, the relative importance of  the 
government sector varied in proportion to the importance of  non-agricultural 
activities as a whole, thus enhancing the effect  of  intersectoral changes. 

In 1954, the wage share rose slightly (0.8 per cent of  domestic income), 
while in 1955 it fell  by 2.6 per cent. Half  the change in 1954 is attributable 
to intrasectoral fluctuations  in the wage share and half  to changes in the 
relative importance of  sectors. Intersectoral changes are entirely due to the 
continued growth of  government services, since, although the agricultural 
sector continued to lose ground to the urban sectors, industry was the urban 
sector which enlarged its share of  total income, while the share of  such 
activities as construction and transport, with a higher wage share, decreased. 
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SHARE OF WAGES AND OF CHANGES IN SECTORAL INCOME DISTRIBUTION 
SALARIES AND WAGES IN TOTAL INCOME, 1947-65 
income at current  factor  cost) 

1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

-0 .2 -0 .5 0.6 -0 .3 0.3 -0 .8 -0 .1 0.3 -0 .2 — -0 .2 0.4 
—0.1 -0 .3 0.6 -0 .3 0.4 -0 .5 — 0.1 —0.1 -0 .1 0.6 0.1 
-0.1 -0 .2 — -0 .1 -0 .3 -0 .1 0.2 -0 .1 -0 .1 -0 .8 0.3 

0.1 -0 .2 - 0.1 -0 .2 -0 .2 -0 .5 0.1 -0 .2 -0 .2 0.2 -0.1 
0.1 -0 .4 -0.5 -0 .6 0.1 -0 .7 -0 .2 0.1 -0 .1 — 0.4 -0.1 
— 0.2 0.4 0.4 -0 .3 0.2 0.2 — -0 .1 -0 .2 -0 .2 — 

0.1 -0 .5 0.2 0.1 -0 .3 -0 .1 0.1 -0 .3 -0 .1 0.1 0.1 
0.2 0.3 -0.1 — 0.2 -0 .3 -0 .1 0.1 -0 .4 - 0 . 2 0.3 — 

-0.1 -0 .2 0.3 — -0 .1 — — — 0.1 0.1 -0 .2 0.1 

— -0 .1 0.1 -0 .1 0.2 -0 .1 0.1 — — — — — 

— -0.1 0.1 — — — -0 .1 — — — — — 

— — — -0.1 0.2 -0 .1 0.2 — — — — — 

-0 .1 0.2 -0.1 0.2 -0 .4 0.3 — 0.1 — 

— -0.1 0.2 — 0.4 — — 0.2 — 0.1 — — 

— — — -0.1 -0 .2 -0 .4 — 0.1 — — — — 

-0 .2 -0 .1 -0.1 -0 .4 0.1 -0 .1 0.1 0.1 -0 .3 -0 .2 
-0 .2 — — — 0.2 -0 .1 — 0.1 0.2 — — -0.1 

— -0.1 -0.1 -0 .4 -0 .1 0.1 -0 .4 — -0 .1 — -0 .3 -0.1 

Ts 
A S 

= Ta A t + A S 
showing that : A I -f  S = A A 

The figures  for  the proportion of  salaries and wages and of  other types of  remuneration in the income shift 
for  the whole economy were obtained by adding the figures  calculated for  each of  the two in each sector. 

a Ta : Shift  of  income due to the share of  salaries and wages (total or sectoral) in total gross domestic income. 
b Tt : Shift  due to change in sectoral wage share, 
c Ts : Shift  due to change in the sectors' share of  monetary income. 

Excluding the government sector, all the changes in the over-all wage share 
in 1954 were the result of  increases in the sectoral wage shares. 

By contrast, in 1955 more than 90 per cent of  the drop in the over-all 
wage share was the result of  changes in the wage share of  urban activities, 
half  of  which were due to the decline in the wage share of  the industrial sector. 

* The reason why intersectoral changes had so little effect  on the decline 
in the over-all wage share — but did not help to counteract the decline 
either — was that the agricultural sector had declined in relative importance; 
although the importance of  the industrial sector had grown, the importance 
of  other urban activities with a higher wage share had also declined, as 
had the share of  the government sector. 

In brief,  during these two years the growth in the importance of  industry 
and the decline in the importance of  agriculture, as in the early post-war 
years, again tended to increase the over-all wage share, but the changing 

'*• relative importance of  the other urban sectors attenuated or even counteracted 
this trend. 
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Between 1955 and 1958, fluctuations  in the sectoral wage shares had 
an increasing influence  on both declines (1956-57) and increases (1958) in 
the over-all wage share, being responsible far  half  the changes in 1956, and 
70 per cent of  the changes in 1957 and 1958. 

The importance of  intersectoral changes during this period would have 
declined even more had there been no fluctuations  in the share of  the 
government sector. This is accounted for  by the considerable degree of 
stability in sectoral income distribution during the period: the growth of 
industry and the corresponding increase in the share of  the industrial sector 
was counterbalanced by declines in the share of  other urban activities, while 
the agricultural sector, whose wage share is considerably lower than that of 
the urban sectors, maintained its share of  the monetary product at practically 
the same level throughout the period. 

The influence  of  changes in the sectoral wage share was felt  in almost 
all sectors. In both the agricultural sector and the majority of  urban activities 
the share of  wages in sectoral income declined in 1956-57 and increased in 
1958. In contrast, the wage share in the industrial sector evolved in the 
opposite direction, increasing in 1956-57 and declining in 1958. 

The same occurred with the income redistribution of  1959, when the 
drop in the over-all wage share was attributable both to the decline in sectoral 
wage shares and to changes in the relative importance of  the sectors, 
although 60 per cent of  the fluctuation  was due to the latter and only 40 per 
cent to intrasectoral changes. 

Most of  the effect  of  intersectoral fluctuations  was due to the decline in 
the importance of  government services, in line with the policy of  restricting 
demand by controlling government spending. A lesser influence  was the 
effect  of  the shift  of  income to agriculture whose wage share is considerably 
lower than that of  urban activities. 

During the period 1960-61, the increase in the over-all wage share was 
associated with the positive effects  both of  intersectoral changes and of 
increases in the sectoral wage shares. The effect  of  the latter was, however, 
of  greater relative importance, and was responsible for  more than 60 per cent 
of  the increase in the over-all wage share. The change which had a decisive 
influence  was the increase in the wage share of  agricultural wage-earners, 
since the income of  producers was seriously curtailed by the drop in relative 
agricultural prices. The positive effect  of  intersectoral changes made itself 
felt  through the increase in the relative importance of  industry, as a result of 
the change in relative prices, and in the importance of  government services, 
owing to a policy of  expansion through public spending. 

During the recession of  1962-63, 75 per cent of  the drop in the over-all 
share of  wages in income was due to changes in the sectoral wage shares, 
mainly as a result of  the drop in the share of  agriculture. To this was added 
the decline in the wage share of  the transport sector, which was partly offset 
by slight increases in the wage shares of  other urban activities and of  industry. 
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The insignificance  of  the influence  of  intersectoral changes was due to 
the fact  that the increase in the share of  the agricultural sector was almost 
exclusively at the expense of  the industrial sector, while other urban activities 
— with a higher wage share than industry — maintained or increased their 
share. In addition, government services had no influence  since, they main-
tained demand in 1962, and then declined in 1963. 

In the recovery of  1964-65, during which the over-all wage share 
increased by 1.6 per cent of  income, the increase was due almost exclusively 
to the increase in the sectoral wage shares, since in 1964 intersectoral 
changes had a slight but negative effect  on the over-all wage share owing to 
the improvement of  the agricultural sector and the decline in transport and 
construction activities. In 1965 these changes had a positive effect  as the 
importance of  the agricultural sector gradually declined owing to the change 
in relative prices. 

The changes in the sectoral wage shares which had the greatest influence 
occurred in construction and some of  the service sectors (see table 45). 

(c) Evolution  of  the wage share and  determining  factors 

The share of  wages in income is closely related to other variables 
commonly used in economic analysis, on the basis of  which its fluctuations 
can be explained. 

First, it must not be forgotten  that the wage share is equivalent to the 
proportion that the factor  labour represents in all the prime costs of  the 
productive process. Hence, it is the ratio between the unit cost of  labour 
and the unit value of  the product, which itself  represents the cost of  all 
factors  per unit of  product: 

wages wages + real product 
Wage share - monetary product monetary product + real product 

wages per unit of  production unit cost of  wage labour 
implicit prices derived from  the product unit value of  the product 

i This ratio can also be considered from  a slightly different  angle. If  the 
implicit prices derived from  the product represent an average of  the prices 
of  the goods produced in each sector, after  adjustment for  the prices of  the 
inputs used to produce them,1 then the wage share represents a certain 
cost-price ratio as well as a percentage of  total prime costs. 

1 The concept of  "implicit prices in the monetary income of  a sector" is not 
easy to define  and depends essentially on the concept of  the sector's real (or physical) 
product. If  this is expressed as the difference  between the value of  production and 
the value of  inputs measured at constant prices, the index of  implicit prices in mone-
tary income will also appear as the difference  (weighted) between the price index of 
output and the price index of  inputs in the sector concerned. 
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TABLE 45. SHARE OF WAGES AND SALARIES 

Sector 1946 1947 194S 1949 1950 1951 1952 1953 

Total  for  the economy .. 38.7 37.3 40.6 45.7 45.9 43.0 46.9 44.8 
General government .. 94.9 93.9 93.4 93.3 91.4 91.5 90.9 89.7 
Non-government activities .. .. 34.4 32.8 35.8 41.0 41.5 38.6 42.5 40.1 

Agriculture and fishing  .. ,. 25.6 23.6 24.3 30.2 28.7 27.7 35.8 28.2 
Total  non-agricultural 

activities .. 37.0 34.9 38.2 43.0 43.7 40.9 43.7 43.3 
Mining and quarrying , .. 30.6 39.4 41.8 51.8 48.5 52.2 58.4 59.1 
Manufacturing .. 43.8 44.0 46.1 48.3 49.7 48.0 50.8 48.6 
Construction .. 66.0 64.7 64.3 64.8 60.6 55.8 59.1 62.2 
Commerce .. 26.2 16.6 19.8 28.4 29.8 25.8 31.7 32.8 
Transport and 

communications . . . . . 53.6 57.3 57.6 57.2 56.5 53.6 55.7 55.6 
Electricity, gas and 

water .. 43.2 52.5 61.2 65.0 72.7 73.6 72.9 69.8 
Housing and finance  .. .. 12.9 15.9 19.0 19.8 18.9 18.5 20.6 19.8 
Other services . , 35.7 34.2 34.7 36.7 38.3 36.6 34.2 34.5 

On the other hand, if  the problem is looked at from  the standpoint of 
the level at which increases in the product per employed person shift  to 
wage-earners, the wage share varies in direct proportion to the ratio between 
the average wage per worker and the implicit unit price derived from  the 
product and in indirect ratio to productivity per employed person: 

monetary product 
_ average earnings of  wage earners X number of  wage-earners 

real product X implicit prices derived from  the product 
average earnings of  wage earners -f-  implicit prices derived from  the product 

real product number of  wage-earners 
_ deflated  average wage 

productivity per employed person 

The ratio between the average wage per wage-earner and the unit value of 
the product gives a "deflated  average wage" which differs  from  the usual 
notion of  "real wages" in that it relates the average money wage to the 
prices of  the goods produced by the sector in which the wage-earners are 
employed and not to the prices of  the goods in the wage earner's market 
basket; i.e., it is the average wage — expressed in "real" terms, but not in 
terms of  the specific  purchasing power of  the wage. 

Looked at from  this standpoint, any increase in the money wage 
compared with the prices of  the sector will obviously tend to increase the 
sectoral wage share. As the product per worker increases so will the mone-
tary income received by the sector; and if  prices and wages do not fluctuate, 
or if  they both fluctuate  to the same extent, the total increase will be absorbed 
by entrepreneurs  and will lower the wage share. For the wage share to remain 
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IN SECTORAL INCOME AT FACTOR COST, 1946-65 

1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 

45.6 43.0 42.6 41.4 43.3 37.8 38.4 39.9 39.1 38.3 39.1 39.8 
88.9 88.5 88.9 89.3 89.9 89.9 89.3 88.7 89.2 89.2 89.2 89.2 
40.8 38.4 38.1 37.4 38.8 33.7 34.4 35.4 34.2 33.6 34.4 35.1 
29.2 29.0 24.8 22.5 24.9 19.3 20.9 23.9 23.3 20.3 18.5 19.7 

43.6 40.3 40.9 40.5 41.6 37.4 37.4 37.4 36.4 36.6 38.3 38.3 
54.3 54.6 54.3 47.0 45.0 28.1 30.0 31.4 24.0 22.7 25.8 28.5 
49.8 45.2 45.8 46.9 44.7 41.1 42.1 40.5 40.3 40.7 41.4 40.4 
59.3 54.5 67.3 60.8 69.7 57.9 57.6 58.6 59.8 60.8 66.3 68.5 
33.7 30.6 28.2 24.9 25.7 21.5 20.5 21.1 20.4 20.4 22.5 22.1 

57.1 53.7 52.3 52.9 56.0 51.5 51.2 51.8 47.5 44.6 48.1 47.8 

65.5 62.3 69.9 72.1 73.1 69.4 59.6 56.5 47.9 46.4 45.9 49.1 
19.3 17.8 22.0 21.7 28.4 28.0 27.8 31.8 30.7 32.7 32.9 35.7 
33.1 32.9 33.0 32.7 33.9 32.7 32.8 33.8 34.8 35.0 35.3 34.5 

constant if  the product per worker is rising, money wages must keep ahead 
of  sectoral prices, i.e., the "deflated  average wage" has to increase at the 
same rate as productivity. Lastly, to ensure that the total increase in produc-
tivity is absorbed by wage-earners, the increase of  the average wage in real 
terms must be proportional to the increase in productivity, and inversely pro-
portional to the wage share. In most sectors in which the wage share fluctuates 
between 40 and 50 per cent of  income, the increase in real wages will have to 
be double or even from  two to three times the increase in productivity, to 
ensure that the total increase shifts  to wage-earners. This is not to express an 
opinion on which group — wage-earners or entrepreneurs  — deserves to 
benefit  from  these increases in the product per worker, or to what extent either 
group is entitled to do so, since these increases may result from  the combined 
effect  of  increases in the stock of  capital per worker, increased efficiency  on 
the part of  wage-earners, or from  a whole range of  other factors  usually listed 
under the head of  "technological progress". In brief,  what is being attempted 
is an analysis of  changes in the sectoral wage share in terms of  the variable 
that increases the share of  the wage-earners, i.e., the average money wage, 
and in terms of  the variables that increase the share of  the entrepreneur,  i.e., 
sectoral prices and productivity. Two explanatory variables are therefore 
considered without reference  to the technical and economic relations between 
them, namely, deflated  unit wages and the real product per worker. 

With this simple analytical breakdown, it is possible to establish exactly 
how much of  the annual shifts  to or away from  wages (calculated as the 
difference  in their share in income between one year and the next) is 
attributable to changes in the wage-price ratio and how much to fluctuations 
in the product per wage-earner. In the case of  the annual shifts  (table 46), 
both effects  have been expressed in percentages of  over-all or sectoral income 
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so that their algebraic sum shows the total income shift  from  one year to 
the next. 

In the case of  periods covering more than one year (table 47), it was 
decided to use the algebraic sum of  the annual shifts  which occurred 
throughout the period. 

It should be emphasized that this procedure is valid only for  examining 
changes in the relative position of  wage-earners and entrepreneurs,  since 
totalling the share of  wages in income generated in different  years — which 
must, in principle, have different  magnitudes, both real and monetary — does 
not give any indication of  the total amount of  money or well-being that the 
differing  shares may represent. There is no point, however, in adding up the 
portions of  these annual shifts  which are attributable to the action of  real 
wages or productivity, although we have indicated in this examination the 
relative influence  of  each of  these factors  by comparing the percentage 
increases in both variables between the beginning of  and the end of  the period 
with the corresponding percentage variation in the wage share. 

This examination had to be confined  to the period 1947-61, for  which 
consistent series covering the active population were available. 

In this connexion, it should be pointed out that this examination omits 
all reference  to employers' pension contributions, either as an indirect com-
ponent of  the rewards of  the factor  labour, or as a component of  the unit 
cost of  labour in the process of  production. This is because, without going 
into how best this component can be presented, it has been considered 
throughout this paper as an indirect tax on production. 

As was stated earlier, the over-all share of  wages in income in 1961 
was only 7 per cent higher than in 1947 (39.9 per cent of  income as com-
pared to 37.3 per cent), although there had been substantial increases and 
decreases. The ratio of  the average wage per wage-earner to the implicit 
prices derived from  the value added, however, increased by 31 per cent 
during the same period, which indicates an improvement in earnings per 
wage-earner as compared with the earnings of  the other factors  of  production. 
But this substantial improvement was not reflected  in an equivalent increase 
in the share of  wages in income because productivity per employed person 
increased by some 21 per cent. 

Generally speaking and throughout the period, the increase in average 
wage compared with the implicit prices derived from  the product resulted 
in a much smaller increase in the real cost of  labour per unit of  product 
(i.e., in the wage share), because of  the increase in productivity per wage-
earner employed. This means that, although the average wage rose faster  than 
the general price level, this gain in real terms (measured in terms of  total 
final  goods and not in terms of  the purchasing power of  wage-earners) was 
so small that increases in productivity absorbed by wage-earners raised their 
wage share only slightly. The increase in the wage-price ratio during the 
period under consideration was equivalent to a shift  of  4.5 per cent of  income 
to wage-earners, but this was partially offset  by the shift  of  1.9 per cent of 
domestic income to entrepreneurs  with the rise in the product per employed 
person. 
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TABLE 46. ANNUAL INCOME SHIFTS BETWEEN WAGES AND OTHER TYPES OF REMUNERATION, 1947-65 
(Percentages  of  total  or sectoral  gross income at current  factor  cost) 

Non-government  activities 

Non-agricultural  activities 

Year 
Total  for  General 

the economy government Total 
Agriculture 
and fishing Total 

Mining  and 
quarrying 

Manufac-
turing Construction Commerce 

Transport  and 
communica-

tions 
Electricity, 

gas and water 
Housing  and 

finance 
Other 

services 

1947 . . . . . . . - 1 . 4 - 1 . 0 - 1 . 6 - 2 . 0 - 2 . 1 8.8 0 .2 - 1 . 3 - 9 . 6 3.7 9.3 3.0 - 1 . 5 
1948 . . . . 3.3 - 0 . 5 3.0 0.7 3.3 2.4 2.1 - 0 . 4 3.2 0.3 8.7 3.1 0.5 
1949 . . . . 5.1 - 0 . 1 5.2 5.9 4.8 10.0 2.2 0.5 8.6 - 0 . 4 3.8 0.8 1.0 
1950 . . . . 0 .2 - 1 . 9 0.5 - 1 . 5 0.7 - 3 . 3 1.4 - 4 . 2 1.4 - 0 . 7 7.7 - 0 . 9 2.6 
1951 . . . . . . . - 2 . 9 0.1 - 2 . 9 - 1 . 0 - 2 . 8 3.7 - 1 . 7 - 4 . 8 - 4 . 0 - 2 . 9 0.9 - 0 . 4 - 1 . 7 
1952 . . . . 3.9 - 0 . 6 3.9 8.1 2.8 6.2 2.8 3.3 5.9 2.1 - 0 . 7 2.1 - 2 . 4 
1953 . . . . . . . - 2 . 1 - 1 . 2 - 2 . 4 - 7 . 6 - 0 . 4 0.7 - 2 . 2 3.1 1.1 - 0 . 1 - 3 . 1 - 0 . 8 0.3 
1954 . . . . 0.8 - 0 . 8 0.7 1.0 0.3 - 4 . 8 1.2 - 2 . 9 0.9 1.5 - 4 . 3 - 0 . 5 - 1 . 4 
1955 . . . . . . . - 2 . 6 - 0 . 4 - 2 . 4 - 0 . 2 - 3 . 3 0.3 - 4 . 6 - 4 . 8 - 3 . 1 - 3 . 4 - 3 . 2 - 1 . 5 - 0 . 2 
1956 . . . . . . . - 0 . 4 0 .4 - 0 . 3 - 4 . 2 0.6 - 0 . 3 0.6 12.8 - 2 . 4 - 1 . 4 7.6 4.2 0.1 
1957 . . . . . . . - 1 . 2 0 .4 - 0 . 7 - 2 . 3 - 0 . 4 - 7 . 3 1.1 - 6 . 5 - 3 . 3 0.6 2.2 - 0 . 3 - 0 . 3 
1958 . . . . 1.9 0.6 1.4 2.4 1.1 - 2 . 0 - 2 . 2 8.9 0.8 3.1 1.0 6.7 1.2 
1959 . . . . . . . - 5 . 5 — - 5 . 1 - 5 . 6 - 4 . 2 - 1 6 . 9 - 3 . 6 - 1 1 . 8 - 4 . 2 - 4 . 5 - 3 . 7 - 0 . 4 - 1 . 2 
1960 . . . . 0.6 - 0 . 6 0.7 1.6 — 1.9 1.2 - 0 . 3 - 1 . 0 - 0 . 3 - 9 . 8 - 0 . 2 0.1 
1961 . . . . 1.5 - 0 . 6 1.0 3.0 — 1.4 - 1 . 6 1.0 0.6 0.6 - 9 . 1 4 .0 1.0 
1962 . . . . . . . - 0 . 8 0.5 - 1 . 2 - 0 . 6 1.0 - 7 . 4 - 0 . 2 1.2 - 0 . 7 - 4 . 3 - 2 . 6 - 1 . 1 1.0 
1963 . . . . . . . - 0 . 9 — - 0 . 6 - 3 . 0 0 .2 - 1 . 3 0.4 1.0 — - 2 . 9 - 1 . 5 2.0 0 .2 
1964 . . . . 0.9 — 0.8 - 1 . 8 1.7 3.1 0.7 5.5 2.1 3.5 8.5 0.2 0.3 
1965 . . . . 0.7 — 0.7 1.2 — 2.7 - 1 . 0 2.2 - 0 . 4 - 0 . 3 - 5 . 8 2.8 - 0 . 8 



TABLE 47. INCOME^ SHIFTS BETWEEN WAGES AND SALARIES AND OTHER TYPES OF REMUNERATION IN SELECTED PERIODS 

Period 1947149 1949/53 1953/55 

Sector T t 8 p 1 II i l l IV I II il l IV 

Total for  the economy 8.4 22.5 19.6 - 2 . 0 - 0 . 9 - 2 . 0 2.3 2.5 - 1 . 8 - 4 . 0 6.5 8.7 
General government . . - 0 . 6 - 0 . 6 - 3 . 6 - 3 . 9 - 1 . 2 - 1 . 3 
Non-governmental activities 8.2 25.0 - 0 . 9 - 2 . 2 - 1 . 7 - 4 . 2 

Agriculture and fishing 6.6 28.0 20.8 - 6 . 9 - 2 . 0 - 6 . 6 6.8 14.6 0.8 2.8 12.2 8.8 
Non-agricultural activities 8.1 23.2 22.6 - 1 . 0 0.3 0.7 0.6 - 3 . 0 - 6 . 9 2.6 10.0 

Mining and quarrying . . 12.4 31.5 35.9 5.1 7.3 14.1 28.8 12.9 - 4 . 5 - 7 . 6 - 4 . 8 3.1 
Manufacturing 4.3 9.8 10.9 0.5 0.3 0.6 2.1 1.5 - 3 . 4 - 7 . 0 2.5 10.6 
Construction 0.1 0.2 - 4 . 8 - 5 . 0 - 2 . 6 - 4 . 0 - 6 . 7 - 2 . 7 - 7 . 7 - 1 2 . 4 - 9 . 4 3.6 
Commerce . . 11.8 71.1 66.6 - 1 . 0 4 .4 15.5 4.6 - 9 . 5 - 2 . 2 - 7 . 7 10.0 18.1 
Transport, storage and 

communications . . - 0 . 1 - 0 . 2 0.4 - 0 . 8 - 1 . 6 - 2 . 8 - 5 . 4 - 2 . 0 - 1 . 9 - 3 . 4 3.2 6.9 
Electricity, gas and water . . 12.5 23.8 25.8 2.5 4.8 7.4 21.2 12.5 - 7 . 5 - 1 0 . 7 - 3 . 1 8.4 
Housing and finance 3.9 24.5 24.0 0.4 — — 1.2 1.1 - 2 . 0 - 1 0 . 1 - 1 1 . 7 - 2 . 3 
Other services 1.5 4 .4 15.9 10.2 - 1 . 2 - 3 . 4 4.7 9.6 - 1 . 6 - 4 . 6 - 0 . 4 4 .0 

Period 1955/59 1959/61 

Sector 1 II III IV I II III IV 

Total for  the economy - 5 . 2 - 1 2 . 1 - 1 3 . 3 - 0 . 8 2.1 5.6 17.2 14.2 
General government 1.4 1.6 - 1 . 2 - 1 . 3 
Non-governmental activities - 4 . 7 - 1 2 . 2 1.7 5.3 

Agriculture and fishing - 9 . 7 - 3 3 . 4 - 2 7 . 6 9.6 4.6 23.8 28.5 3.5 
Non-agricultural activities - 2 . 9 - 7 . 2 - 9 . 1 - 2 . 1 — — 18.9 - 1 9 . 0 

Mining and quarrying - 2 6 . 5 - 4 8 . 5 - 2 9 . 5 36.8 3.3 11.7 86.1 66.2 
Manufacturing - 4 . 1 - 9 . 1 - 1 3 . 3 - 4 . 9 - 0 . 6 - 1 . 5 22.0 24.1 
Construction 3.4 6.2 11.4 4.7 0.7 1.2 8.8 7.7 
Commerce - 9 . 1 - 2 9 . 7 - 2 9 . 1 0.7 - 0 . 4 - 1 . 9 26.1 28.5 
Transport, storage and communications . - 2 . 2 - 4 . 1 - 1 3 . 2 9.9 0.3 0.6 14.8 14.6 
Electricity, gas and water . . . 7.1 11.3 23.1 10.2 - 1 8 . 9 - 2 7 . 2 - 7 . 7 26.8 
Housing and finance 10.2 57.3 51.8 - 3 . 6 3.8 13.6 10.5 - 2 . 6 

- 0 . 2 - 0 . 6 3.6 4 .2 1.1 3.4 5.3 1.7 



TABLE 47 (continued).  INCOME SHIFTS BETWEEN WAGES AND SALARIES AND OTHER TYPES OF REMUNERATION IN SELECTED PERIODS 

Period  1953/59  1953/61 

Sector i 11 ill IV I II in IV 

Total for  the economy - 7 . 0 -15.6 -10.1 7.7 -4 .9 -10.9 8.1 23.1 
General government 0.2 0.2 - 1 . 0 -1 .1 
Non-governmental activities -6 .4 -16 .0 

Agriculture and fishing -8 .9 -31.6 -18.7 19.2 -4 .7 -15.2 4.4 23.4 
Non-agricultural activities - 5 . 9 -13.6 -6 .7 7.6 - 5 . 9 -13.6 10.9 28.1 

Mining and quarrying -31.0 -52.5 -32.9 24.9 -27.7 -46.9 24.9 134.6 
Manufacturing -7 .5 -15.4 -11.2 5.2 -8 .1 -16.7 8.5 30.6 
Construction - 4 . 3 - 6 . 9 1.0 8.4 - 3 . 6 - 5 . 8 9.8 16.7 
Commerce -11.3 -34.5 -22.0 18.9 -11.7 -35.7 -1 .7 52.8 
Transport, storage and communications -4 .1 - 7 . 4 -10.4 -3 .7 -3 .8 - 6 . 8 2.9 10.3 
Electricity, gas and and water - 0 . 4 - 0 . 6 19.3 19.5 -19.3 -27.7 10.2 51.7 
Housing and finance 8.2 41.4 34.2 - 5 . 9 12.0 60.6 48.2 -8 .3 
Other services -1 .8 - 5 . 2 3.1 8.4 -0 .7 - 2 . 0 8.6 10.2 

T = Income shifts  between wages and salaries and the other types of  remuneration, expressed as percentages of  total or sectoral gross profits  at current factor  cost. 
A t = Variations in wage and salary shares, expressed as percentages of  the shares. 
A s = Percentage variations in the average deflated  wage. 
A p « Percentage variations in the product per worker. 



This was not the case, however, throughout the period. Generally speak-
ing, up to 1954 the rise in wages compared with prices was much greater 
than the increase in productivity, resulting in the considerable increases in 
the over-all wage share referred  to earlier, which represent a shift  of  8.3 per 
cent of  domestic income to wage-earners between 1947 and 1954. The 
deflated  average wage rose during the same period by 30 per cent, while the 
productivity of  the economy as a whole rose by only 3 per cent. Shifts  to 
wages increased the share of  wages in income by 23 per cent, which shows 
that not only were the slight increases in productivity absorbed entirely by 
wage-earners, but that the relative position of  wage-earners improved much 
more than the product per worker increased. 

As has already been shown, changes in the relative importance of  the 
different  sectors were responsible for  less than 30 per cent of  the fluctuations 
in the over-all wage share during the period. 

Increases in the relative remuneration for  labour are thus almost entirely 
due to wages and income policy during the period 1947-54. Although through-
out the period the policy was designed to benefit  wages rather than other 
forms  of  remuneration, it is clear that it operated in two clearly distinct 
stages. Between 1947 and 1949 it produced a sharp rise in the wage-price 
ratio, while after  1950 it concentrated on maintaining — with some ups and 
downs — the situation that had prevailed in the preceding period; early in 
1954 a new increase took place, amounting to two-thirds of  the total increase 
throughout the period 1950-54. 

Between 1954 and 1961, the situation was the exact opposite of  what 
it had been during the preceding period. The drop in the over-all wage share 
— by roughly 12.5 per cent — was accompanied by a 12 per cent increase 
in productivity during the period, all of  which was absorbed by the entre-
preneurs, since the deflated  average wage in 1961 was roughly the same 
in 1954. 

With the exception of  1958, when a massive increase in money wages 
raised wages above prices, throughout the period 1955-59 the average wage 
fell  in real terms in varying proportions each year. The decline in real wages 
in 1959 marked an intensification  of  this process and the beginning of  a 
period of  frequent  recessions. During this period, the wage share fell  during 
recessions, as real wages fell  more than productivity, and then recovered 
slightly during the subsequent periods of  expansion. 

In 1960-61 wages rose above prices and had a greater impact on the 
wage share, than the increases in productivity. During the recession of 
1962-63 the wage share again declined as a result of  the decline in real 
wages, but there was a countervailing rise, which partially offset  this decline 
during the expansion of  1964-65. 

This description of  the changes in the over-all share of  wages in 
domestic income in terms of  the fluctuations  in real wages and the changes 
in productivity in the economy as a whole covers the effect  upon both 
variables of  intersectoral changes, which, as will be recalled, were responsible 
for  75 per cent of  the fluctuations  in the average over-all wage share 
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throughout the post-war period. However, it may be useful  to forget  for  a 
moment their implicit effect  on fluctuations  in the average wage and the 
product per worker in the economy as a whole, and to concentrate on the 
changes which are characteristic of  each period. 

The unprecedented increase in the over-all share of  wages in income 
between 1947 and 1949, which in relative terms amounted to 22 per cent 
and meant that 84 per cent of  money income shifted  to wage-earners, was 
accompanied by a marked increase (20 per cent) in the ratio between average 
earnings per wage-earner and the general price level, while productivity per 
worker remained virtually constant. As will be recalled, in the capital 
financing  over the period there were no substantial variations in the relative 
factor  endowment and no significant  increase in the yield of  total resources. 

Therefore,  the absence of  any increase in productivity, the considerable 
rise in wages over the period changed the relative position of  wage-earners 
in the distribution of  the income generated. Of  the 8.4 per cent shift  of 
domestic income to wage-earners in 1948-49, 85 per cent represented 
increases in real wages and the remaining 15 per cent was accounted for  by 
the decline in productivity. 

In almost all sectors of  the economy, to differing  degrees, the trend of 
the sectoral wage share was towards an increase, and rises in wages had 
a decisive influence. 

Two-thirds of  the considerable increase in the wage share of  the 
agricultural sector, some 28 per cent over the period as a whole, involving 
a shift  of  6.6 per cent of  the income of  the sector to wage-earners, was due 
to the increase in the real average wage — most of  which occurred in 
1949 — but the increase was also due to the decline in productivity implicit 
in the agricultural recession of  1949. Although the average wage in agri-
culture during the period rose more slowly than that in other sectors of 
production, the accompanying fall  in relative prices in the sector meant that 
the agricultural wage-price ratio rose by 21 per cent; added to this were the 
poor results of  the 1948-49 crop-year, which almost exclusively affected 
profits. 

In industry, the increase in the wage share was not so great: 10 per cent 
^ in relative terms, 4.3 per cent of  sectoral income shifting  to wage-earners. 

The shift  was due to the increase of  wages over prices in the sector, the 
product per worker being stationary since the recession of  1949 meant that 
the sectoral product remained constant without any decline in average 
productivity. 

The increase in wages over prices in the sector, at a time when agri-
cultural prices were improving as compared with the rest of  the economy, 
was caused by an 81 per cent increase in average money wages; the scale of 
this increase was, however, similar in the remainder of  the economy. Conse-
quently, the fact  that relative prices in industry were rising, while there was 
a uniform  increase in money wages throughout the economy, explains why 
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the wage share of  the industrial sector increased much less than that of  the 
economy as a whole during this period of  widespread increases in wages 
without any increase in productivity. 

The wage share of  the construction sector remained constant, because 
a 5 per cent lag of  wages behind prices was counterbalanced by an equiv-
alent decline in productivity, which was absorbed by entrepreneurs. 

The largest increases in the sectoral wage shares occurred in some of 
the services sectors, most particularly in commerce, housing and finance, 
and electricity, whose wage shares really sky-rocketed. In relative terms, the 
wage share of  commerce increased by 70 per cent, and in the other two 
sectors by 25 per cent. These increases were due exclusively to increases in 
average wages compared with prices, since in these sectors increases in 
money wages, the scale of  which varied depending on over-all wage policy, 
exceeded the increases in sectoral prices, which declined during this period as 
compared with the rest of  the economy. In addition, productivity in these 
sectors fluctuated  around a stable level, partly because of  the prevailing 
employment policy and partly because of  the recession of  1949, which wiped 
out the progress made in 1948. 

The transport sector behaved differently,  since productivity remained 
constant while wages rose parallel with prices — which during this period 
benefited  the sector in relative terms — thus explaining why the sectoral 
share of  wages remained virtually constant. 

While there was no major change in 1950 as compared to 1949, either 
in the over-all wage share or in the variables that influence  it, 2.9 per cent 
of  income shifted  away from  wage-earners in 1951 because of  a drop of 
almost 7 per cent in the wage-price ratio as a result of  the policy of  wage 
restraint. Productivity, on the other hand, remained stationary. 

During the 1952 recession, the wage share rose because wages resisted 
decreases, and because the policy was to maintain real wages, thus raising 
the wage-price ratio, while productivity declined as the recession developed 
as a result of  the policy to maintain the prevailing level of  employment. 

The decline in the over-all wage share in 1953 was due to the consider-
able increase in the product per wage-earner as a result of  the recovery of 
the economy. This increase, some 8 per cent for  the economy as a whole, 
amply compensated for  the real increase in the average wage (3 per cent). 

In 1954 the effect  of  these factors  continued to be the same, although 
the increase in productivity was less (3.5 per cent), while the wage-price ratio 
rose by 7 per cent as a result of  the renegotiation of  collective labour 
contracts after  a two-year wage freeze. 

As indicated earlier, the over-all share of  wages in domestic income 
fluctuated  between 1949 and 1954 around a stable level slightly higher than 
45 per cent. Over the period from  1950-53, the relative position of  wage-
earners as a whole in 1953 showed a loss of  only 1 per cent of  domestic 
income over the position reached in 1949, after  a massive redistribution r 
of  income. 
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In general, the stability of  the wage share reflects  a slight increase 
(2.3 per cent) in the wage-price ratio which is more than offset  by the slight 
increase in productivity in the economy as a whole. 

Thus, as in the previous period, productivity remained relatively sta-
tionary while real wages were relatively stable, although there is not the 
same uniformity  during the period in the direction and the causes of  the 
changes in the sectoral wage shares and there are sizable annual fluctuations 
which are not revealed by a comparison of  the situation in 1953 with that 
of  1949. 

The decline in the wage share of  the agricultural sector meant that 
between 1949 and 1953 wage-earners lost 2 per cent of  the income of  the 
sector. Money wages rose in relation to prices in the sector, despite the fact 
that prices moved favourably  in relation to the rest of  the economy. This 
increase in the relative earnings of  wage-earners, which was equivalent to a 
shift  to wage-earners of  3.1 per cent of  sectoral income over the period as 
a whole, only absorbed slightly more than half  of  the increase in average 
productivity, which itself  was entirely due to the excellent crop-year of  1953. 

This comparative analysis covers what happened with respect to func-
tional distribution within the sector throughout the period. In 1950, real 
wages in agriculture fell,  but from  1951 onwards, and despite the fact  that 
the relative prices of  the sector improved continually, the increases in money 
wages as a result of  legislation were so great that the increase in the wage-
price ratio was equivalent to annual shifts  to wage-earners of  from  1.5 per cent 
to more than 3 per cent of  the income of  the sector. The changes in the wage 
share followed  the fluctuations  in productivity which themselves reflect  the 
differences  between crop-years, since the number of  persons employed in 
agriculture does not vary in strict proportion to the volume of  production. 
The increase in the agricultural product in 1951 was equivalent to a shift 
of  2.5 per cent of  sectoral income to producers; the improvement of  real 
wages meant that only 1 per cent was actually shifted.  By contrast, 40 per 
cent of  the increase in the wage share in 1952, which was equivalent to 
8 per cent of  sectoral income, was due to the increase in real wages, and 
60 per cent to the fall  in the per capita product as a result of  the severe 
drought, the effects  of  which were felt  by producers. The recovery of  agri-
cultural production in 1953 was absorbed for  the most part by producers, 
and thus, although the increase in real wages was equivalent to a shift  of 
1.6 per cent to wage-earners, the net result was that the share of  entrepreneurs 
in sectoral income rose by 7.6 per cent. 

The wage share in industry was similar in 1953 to what it had been in 
1949. Increases in both real wages and sectoral productivity were moderated: 
approximately 2 per cent throughout the period. Hence wage-earners absorbed 
the small increases in productivity in proportions equivalent to their share 
of  sectoral income in 1949. Most of  the beneficial  effects  of  wage increases 
were felt  in 1950. Although the relative prices of  the sector remained constant 
in 1950, while deteriorating during the remainder of  the period, increases in 
money wages made possible a real growth in earnings in the sector in 1950, 
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although subsequent policy to restrain workers' demands resulted in a decline 
in the deflated  average wage in 1951 (equivalent to a loss for  wage-earners 
of  1.9 per cent of  sectoral income) and only slight increases in the wage-price 
ratio in 1952 and 1953. 

Although sectoral productivity was approximately the same at the 
beginning and the end of  the period, the fluctuations  in productivity in 1952 
and 1953 affected  the wage share in those years. The decline in the industrial 
product and in productivity during the recession of  1952 meant a loss to 
entrepreneurs  equivalent to a shift  of  2.2 per cent of  sectoral income to 
wage-earners. In 1953, on the other hand, despite the stagnation of  the 
industrial product, the increase in productivity was equivalent to a shift  of 
2.6 per cent of  sectoral income to entrepreneurs, of  which they absorbed 
85 per cent since the wage-price ratio remained constant. In commerce, a 
comparison of  the wage share at the beginning and the end of  the period 
shows that a total of  4.4 per cent of  sectoral income shifted  to wage-earners. 
While 30 per cent of  this shift  is attributable to the improvement in the 
average wage-prices ratio, the remainder (70 per cent) was due to the decline 
in the position of  entrepreneurs  as a result of  the decrease in productivity 
brought about by the stagnation of  the sectoral product during most of  the 
period and the severe decline associated with the recession of  1952. The only 
year in which these trends were reversed was 1951, in which wage-earners 
lost 4 per cent of  sectoral income because wages lagged behind prices. 

In other activities, for  example, construction, and transport and commu-
nications, the share of  wage-earners dropped throughout the period. In both 
sectors this was due to decreases in real wages which more than offset  the 
decline in the productivity of  enterprises. 

In the construction sector, this was particularly true during 1950-51, 
real wages recovering somewhat in the last two years of  the period. In the 
transport sector, there was a decline in productivity in 1952 only, as a 
result of  the recession. 

In 1954-55, the drop in the over-all wage share was equivalent to a 
shift  of  1.8 per cent of  domestic income. This was due to the fact  that the 
increases in productivity, which totalled some 9 per cent, and the resulting 
shift  of  income to entrepreneurs,  were only partially absorbed by the increases 
in money wages in relation to prices, which totalled 6.5 per cent over the 
period. 

Hence, the basic trends which made for  relative stability in the period 
1950-53 gathered strength during 1954-55, when the effect  of  both the 
wage-price ratio and the increases in productivity was doubled, the wage-
share changed over from  being relatively stable to an incipient regressive 
redistribution process benefiting  entrepreneurs  which was to gather momen-
tum in subsequent years. 

Real wages increased in 1954, when collective labour contracts were 
renegotiated against a background of  relative general price stability. This 
increase was greater than the increase in the product per worker which 
meant that 0.8 per cent of  domestic income was shifted  to wage-earners in 
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1954, making their share equivalent to what it had been in 1949. But in 
1955, the stability of  the wage-price ratio meant that the entire increase in 
productivity in the economy as a whole was absorbed in toto  by entrepre-

'  news, who received 2.6 per cent of  domestic income, which more than offset 
the increase in the wage share in 1954. 

This development also shows that, as mentioned earlier, 1954 was 
the last year of  a period which began in 1949, during which the share of 
wages in income, although fluctuating,  remained approximately at the level 
attained after  the far-reaching  progressive redistribution of  income that had 
taken place in the early post-war period. The year 1955, on the other hand, 

'*•• marks the beginning of  an exactly opposite process: the redistribution of 
income in favour  of  entrepreneurs. 

In both years there is considerable uniformity  in the changes in the 
sectoral share of  wages, due to a large extent to the standardization of 
labour contracts. 

Agriculture is the only sector whose wage share moved in a different 
direction from  the rest of  the economy; this was due to the fact  that the 
increases in real wages in agriculture in 1955 meant that wage-earners 
absorbed the results of  the increase in productivity, equivalent to 3 per cent 
of  sectoral income. The deflated  average wage continued the upward trend 
begun in 1951 during the period, now helped by the decline in relative 
agricultural prices. In view of  the approximately 10 per cent fall  in real 
agricultural prices, and the relatively moderate rate of  inflation  in the 
economy, an increase of  23 per cent in money wages during the period 1954-
55 was sufficient  to raise the average wage by 11 per cent in relation to prices 
in the sector. This increase alone would have meant a shift  of  3.7 per cent 
of  sectoral income to wage-earners had income remained constant; but the 
increase in productivity, due above all to the 1955 harvest, tended to increase 
the share of  producers, so that the net effect  of  both factors  was a shift  of 
only 0.8 per cent of  sectoral income to wage-earners, whose relative position 
within the sector thus remained virtually unchanged. 

In the industrial sector wage-earners lost 3.4 per cent of  sectoral income 
in 1954-55. This was due to the fact  that, for  the first  time in the post-war 
period, the product per employed person in industry was increasing at an 
appreciable and sustained rate (11 per cent during 1954-55), because the 
industrialization process had entered a new phase. The slight increase in the 
deflated  average wage in the sector at a time when relative prices had again 
begun to move — although it was to be only temporary — in favour  of 
industry, was less than a quarter of  the increase in productivity. In actual fact, 
the partial absorption of  the increase in productivity by wage-earners was 
entirely due to the wage increases of  1954, when the sectoral wage share 
improved. In 1955, the fact  that labour contracts were not reconducted, at 
a time when prices were rising, meant that there was a shift  of  2.1 per cent 
of  income away from  wage-earners, resulting in the absorption by entrepre-
news of  an additional 2.5 per cent of  sectoral income owing to increases in 
productivity. In the commerce and the transport and communications sectors 
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too, increases in real wages during the period — which came in 1954 — were 
equivalent to only half  the increase in sectoral productivity in both 1954 
and 1955. In both sectors this caused a shift  of  some 2 per cent of  sectoral 
income away from  wage-earners. 1 

In the other sectors of  the economy too, intrasectoral shifts  of  income 
went against wage-earners, ranging between 2 and 8 per cent of  sectoral 
income, although this was due as much to increases in productivity as to the 
fall  in the wage-price ratio. This was due to the fact  that, given a rising 
sectoral productivity, the increases in money wages in 1954 did not keep 
ahead of  the increases in sectoral prices, which rose in relation to the rest 
of  the economy in 1954 and 1955. In 1955, relative sectoral prices remained 
virtually unchanged but the rate of  inflation  again began to increase; conse-
quently, the virtually absolute stability of  money wages meant that wage-
earners in these sectors lost some of  their share of  income. 

The situation of  wage-earners in 1959 represented a loss of  5.2 per cent 
of  domestic income over 1955. Productivity per wage-earner in 1959 was 
somewhat lower than in 1955, because of  the recession in economic activity 
as a whole in that year. Thus, the shift  of  income to entrepreneurs  was 
entirely attributable to the decline in the average wage in relation to the 
over-all price level. 

This trend did not follow  a regular course over the whole period, since 
contrasting changes took place from  one year to another. The main feature 
was the advance made by the process of  regressive income redistribution, 
which began in 1955. This process first  made itself  felt  in 1957, when wage-
earners lost 1.2 per cent of  their income after  the temporary stabilization 
of  the functional  distribution in the previous year when the reduction in the 
share of  wages had been only 0.4 per cent of  domestic income. 

During this time, however, the redistribution of  income in favour  of 
entrepreneurs  was due almost entirely to agriculture, since the share of  wages 
in income from  non-agricultural activities rose by 0.6 per cent in 1956 and 
dropped by 0.4 per cent in the following  year. This indicates that considerable 
stability had been achieved after  the contraction in 1955. 

In 1958 the process was reversed for  a while, mainly because of  the big 
increase in money wages with the shift  of  1.9 per cent of  domestic income r 
to wage-earners. In 1959, however, there was a further  massive income shift 
in favour  of  entrepreneurs,  this time of  5.5 per cent. 

The decrease in the wage share in 1956-57 was partly due to the 
drop in real wages and partly to increases in productivity. 

The improvement in 1958 was entirely due to the rise in the average 
wage-price ratio, which far  outweighed the steady increase in productivity. 
In 1959, on the other hand, the shift  stemmed from  a reduction in real 
wages, which was large enough to compensate the entrepreneurs  for  the f 
decrease in the product per wage-earner as a result of  the recession that year. 
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The wage share diminished considerably in the agricultural sector. 
Between 1955 and 1959 there was a shift  of  about 10 per cent of  sectoral 
income to the producers, of  which 80 per cent was attributable to the decline 
in the sectoral wage-price ratio. No more than a fifth  was due to the increases 
in productivity that derived from  the flow  of  labour out of  agriculture as 
a result of  the stagnation in production. 

During the two-year period, 1956-57, the fact  that money wages in 
agriculture lagged behind those paid in the rest of  the economy, and the 
re-establishment of  a relative price policy favouring  the agricultural sector 
after  the devaluation at the end of  1955 combined to lower real wages. 
In the same lapse of  time, 6.5 per cent of  sectoral income shifted  to the 
producers. The rise in money wages in 1958 enabled the wage-earners to 
benefit  from  the increase in productivity and to add 2.4 per cent to their 
share of  sectoral income. 

The 1959 devaluation led to such a vast improvement in agricultural 
prices (18 per cent in real terms) that the increase in money wages in the 
sector did little to lessen the fall  in the wage-price ratio, which represented 
a shift  of  5.1 per cent of  sectoral income to producers. 

The reduction in the wage share in the industrial sector between 1955 
and 1959 involved a shift  of  4.1 per cent of  sectoral income to the 
entrepreneurs.  This was, however, the result of  contradictory changes during 
that period. In 1956-57 the wage share increased by 1.7 percent owing to 
the rise in real wages, and in 1957, it was nearly twice as high as the 
productivity increase that year. But in 1958, despite the substantial increase 
in money wages, the fall  in the wage-price ratio led to a shift  of  2.2 per cent 
of  sectoral income to the enterprises, the remaining two-thirds being attri-
butable to the steady rise in productivity. Thus, in that year, the wage share 
in industrial income was slightly less than in 1955, since 80 per cent of  the 
increase in productivity, which, at that time, was as much as 6.4 per cent, 
was offset  by the rise in real wages. 

This trend was sharply reversed in 1959. The reduction in real wages 
at a time when inflation  picked up speed was equivalent to a shift  of  8.9 per 
cent of  sectoral income away from  the wage-earners. It was only the decline 
in productivity as a result of  the 1959 recession and of  the combined govern-
ment and management policy to keep dismissals to the minimum that offset 

* the fall  in real wages by shifting  much of  the burden of  the decrease in the 
industrial product to the entrepreneurs,  thereby cutting the loss to the wage-
earners to 3.6 per cent of  sectoral income. Most of  the shift  that took place 
in the relative positions of  industrial wage-earners and entrepreneurs  between 
1955 and 1959 can be ascribed to this considerable change in the functional 
distribution in 1959. The share of  wages also continued to shrink in com-
merce and transport. In commerce, the decrease of  9.1 per cent in the wage 
share between 1955 and 1959 was due entirely to the drop in the money 
wage-price ratio in 1956-57 and 1959, since the increases in productivity 

* that took place up to 1958 were fully  offset  by the decline that accompanied 
the 1959 recession. In transport, on the contrary, the shift  of  2.2 per cent of 
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sectoral income away from  the wage-earners was attributable to the fact 
that the notable reduction in real wages (equivalent to a shift  of  8.2 per cent) 
outweighed the effects  of  the fall  in productivity. Both factors  operated in 
this way over the whole period, except for  1958 — when the rise in money 
wages temporarily improved the position of  the wage-earners. 

In the construction sector, substantial shifts  took place during this 
period in both directions in line with the modifications  in the sectoral wage-
price ratio, mainly because of  the sharp changes in wage levels compared 
with those in the rest of  the economy. 

As a result of  these variations, wages accounted for  3.4 per cent more 
of  sectoral income in 1959 than in 1955, despite the increases in productivity, 
and their reduction in 1959 did not cancel out more than half  the improve-
ment achieved in 1956 and 1958, when there was a rise in real wages. 

As regards income distribution, the two-year period 1960-61 made up 
to some extent for  the regressive shifts  that took place in 1959, but there 
was no true reversal of  the process of  redistribution in favour  of  the 
entrepreneurs  that had begun in 1955. In common with 1956, those two years 
should be regarded rather as a period of  economic and political realignment 
after  the sudden disrupture of  the previous pattern of  distribution in 1958-59. 
It should be remembered that the statistical measurements reflect  the impact 
of  the sharp fall  in the relative prices of  agricultural commodities, which was 
particularly severe in 1961. As this fall  was far  from  being symptomatic of 
a normal situation in the new distribution and power structure established 
at the beginning of  the nineteen-sixties, its anomalous nature should be borne 
in mind throughout the analysis if  the functional  distribution during the 
two-year period 1960-61 is regarded as the norm to which the process of 
regressive redistribution subsequently conformed. 

The share of  wages in domestic income increased by 0.6 per cent in 
1960 and 1.5 per cent in 1961; the similarity being due to the same forces 
in both years. In 1960, the wage-price ratio improved upon the low level 
to which it had sunk in the previous year, with an internal income shift  of 
3.3 per cent to wage-earners. This shift  was, however, virtually wiped out 
by an increase in productivity. In 1961 there was an increase in the share of 
wages in keeping with a rise in the wage-price ratio. The increase was equi-
valent to a 4.1 per cent shift  to the wage-earners, thereby compensating for 
the whole of  the increase in productivity and also improving their relative 
position. 

The expansion in the wage share in the agricultural sector represented 
a shift  of  4.6 per cent in sectoral income. It was caused entirely by a rise 
in real wages as a result of  the drop in relative prices for  agricultural commo-
dities, since money wages remained on a par with those in other sectors. 

In industry, the share of  wages contracted slightly over the two-year 
period, since the transfer  of  sectoral income to wage-earners amounted to 
1 per cent in 1960 and 1.6 per cent in 1961. In both years, real wages and 
productivity rose considerably, but in 1960 the increase in the wage-price 
ratio was more than enough for  the wage-earners to offset  the effect  of  the 
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productivity increment and add to their share of  income whereas in 1961 
it was only enough to cover 65 per cent of  the increment. Over the period 
as a whole, the improvement in the money wages in relation to prices was 

' equivalent to a shift  of  7.7 per cent in sectoral income, while the effect  of 
the productivity improvement, which favoured  the entrepreneurs,  amounted 
to an 8.3 per cent shift  in the opposite direction. It should be pointed out 
that, during those two years, the product per worker expanded by the unpre-
cedented amount of  22 per cent. This undoubtedly heralded a change in 
employment policy and production techniques, whose effects  were reflected 
in the 1962-63 recession. 

<• The trend of  events was similar in most of  the other economic sectors. 
Although in some the result was a small gain for  the wage-earners and in 
others a slight loss, sectoral wage-price ratios improved, with shifts  of  3 to 
8 per cent in sectoral income and commensurate increases in productivity. 

Between 1961 and 1965 the share of  wages in income shrank by 1.1 per 
cent. The bulk of  this shift  took place during the 1962-63 recession, when 
the wage-earners lost 1.6 per cent of  domestic income. The subsequent 
economic recovery in 1964 compensated for  this fall  to a limited extent only 
(0.8 per cent), while the share of  wages remained practically stationary 
in 1965. 

The redistribution of  1962-63 centred on the agricultural sector, where 
the wage-earners lost 3.6 per cent of  sectoral income during those two years. 
As productivity matched production in being almost at a standstill, the 
reduction in the wage share was entirely due to the drop in the average 
wage-price ratio at a time when devaluations in the exchange rate raised 
prices above the levels prevailing in the rest of  the economy. 

The share of  wages in sectoral income declined in some urban sectors 
as well. This was particularly noticeable in transport, where it was cut by 
7.2 per cent over the two years in question. Wage shares also shrank in 
commerce and in electricity, gas and water, although less severely. 

In industry, on the other hand, the wage share remained fairly  stable. 
In 1962, this was due to the fact  that the drop in real wages, which in itself 
would have signified  a shift  of  1.8 per cent of  sectoral income to the 
entrepreneurs,  was offset  by the decline in productivity as a result of  the 
recession, which had an adverse effect  for  the entrepreneurs.  In 1963, 

.,. however, a slight rise in the wage-price ratio was fully  reflected  in an increase 
in the wage-earners' share of  income, while productivity remained constant. 

This marked a new departure in the history of  the post-war industrial 
recessions. Each time that the industrial product contracted, the product 
per worker rose. During the agricultural recessions of  1949 and 1952, and 
those set off  by the slump in urban demand, as in 1959, the decline in the 
sectoral product was not accompanied by a reduction in the number of 
workers employed in industry, although their average working day was 
shortened. On the contrary, the number of  wage-earners in industry remained 
constant or even increased during the periods of  setback. In 1962-63, 
however, their number was reduced. In 1962, the decrease was less than 
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the contraction in the product, which inevitably lowered the product per 
worker. In 1963, however, the proportion of  workers laid off  was equivalent 
to the reduction in the product, with the result that productivity remained 
stationary. This represents a significant  change in management and official 
policy as regards the dismissal of  workers and reflects  the introduction of 
more capital-intensive techniques during the investment boom in the 
immediately preceding years. 

The increase in the share of  wages in 1964 orginated in urban activities, 
where the over-all expansion was 1.7 per cent. 

TABLE 48. APPROXIMATE EFFECT OF CHANGES IN THE AVERAGE DEFLATED 
BETWEEN WAGES AND SALARIES AND 

(  Percentages  of  total  or sectoral 

Sector 

Total  for  the Agriculture  and 
economy fishing  Mining  and 

Total  quarrying  Manufacturing 

Year Ts Tp Ts Tp Ts Tp Ts Tp Ts Tp 
1948 . . . . 3.9 -0 .6 0.8 -0.1 3.9 -0 .6 2.1 0.3 3.1 -1.0 
1949 . . . . 3.2 1.9 3.5 2.4 3.5 1.3 12.4 -2 .4 1.2 1.0 
1950 . . . . 0.1 0.1 -3 .2 1.7 0.7 — -2 .2 -1 .1 2.0 -0 .6 
1951 . . . . -2 .2 -0 .7 1.5 -2 .5 -2 .4 -0 .4 8.1 -4 .4 -1 .9 0.2 
1952 . . . . 1.7 2.2 3.2 4.9 1.0 1.8 3.0 3.2 0.6 2.2 
1953 . . . . 1.2 -3 .3 1.6 -9 .2 0.6 -1 .0 5.2 -4 .5 0.4 -2 .6 
1954 . . . . 1.6 -0 .8 1.7 -0.7 2.1 -1.8 -2 .3 -2.5 3.6 -2 .4 
1955 . . . . -0 .2 -2 .4 2.8 -3 .0 -1 .1 -2 .2 -0 .4 0.7 -2 .1 -2.5 
1956 . . . . -0 .4 — -4 .9 0.7 0.9 -0 .3 0.3 -0 .6 0.5 0.1 
1957 . . . . -0 .4 -0 .8 -1 .7 -0 .6 0.6 -1 .0 -4 .0 -3 .3 2.4 -1.3 
1958 . . . . 2.6 -0.7 4.0 -1 .6 2.0 -0.9 -0 .7 -1 .3 -0 .7 -1.5 
1959 . . . . - 7 .5 2.0 -5 .1 -0 .5 -7 .5 3.3 -8 .0 -8 .9 -8 .9 5.3 
1960 . . . . 3.3 -2 .7 2.1 -0.5 3.4 -3 .4 9.8 -7 .9 4.9 -3.9 
1961 . . . . 4.1 -2 .6 3.1 -0.1 3.4 -3 .4 6.1 -4 .7 2.8 -4 .4 
1962 -0 .7 0.1 -1 .8 1.6 
1963 -3 .7 0.7 0.5 -0 .1 
1964 , . . -0 .1 -1 .7 6.5 -5 .8 
1965 1.8 -0 .6 2.0 -3 .0 

In agriculture, the share of  wages accounted for  1.8 per cent less of 
sectoral income. As wages were maintained in real terms, the entire shift  was 
due to the increase in productivity that took place when the sectoral product 
ceased to stagnate. 

The share of  wages was observed to increase in all urban activities, 
sometimes to a considerable extent, owing to the fact  that money wages rose 
more than prices. 

The share of  wages in industry expanded by only 0.7 per cent of 
sectoral income, for  the reason that the rise in the wage-price ratio, which ? 
was equivalent to a 6.5 per cent shift  of  sectoral income towards the wage-
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earners, was only slightly more than the increase in the product per worker, 
which naturally had the opposite effect. 

In 1965 the share of  wages in income remained virtually constant. It 
expanded in the agricultural sector, but decreased in most urban activities. 

The increase of  1.2 per cent in the wage share of  agricultural income 
was wholly attributable to the substantial rise in the money wage-price ratio, 
which reached a higher level than in other economic sectors. This increment 
was only slightly reduced by the increases in productivity, which, although 
continuous, were on a smaller scale. 

WAGE AND THE PRODUCT PER WORKER ON INTERSECTORAL INCOME SHIFTS 

OTHER TYPES OF REMUNERATION, 1948-65 
gross income at current  factor  cost) 

Non-government  activities 

Non-agricultural  activities 

Transport  and Electricity,  gas Housing  and 
Construction  Commerce  communications  and water  finance  Other services 

Ts Tp Ts Tp Ts Tp Ts Tp Ts Tp Ts Tp 
-1 .4 1.0 4.2 -1 .0 0.5 -0 .2 10.4 -1.7 3.0 0.1 3.1 -2 .6 
-1 .3 1.8 7.0 1.6 -1 .5 1.1 3.2 0.6 1.0 -0 .2 2.2 -1 .2 
-6.5 2.3 0.9 0.5 1.1 -1 .8 9.3 -1 .6 1.0 -1 .9 3.1 -0 .5 
-6 .0 1.2 -3 .4 -0 .6 -1 .2 -1 .7 0.9 — -0 .4 — -0 .8 -0.9 

3.7 -0 .4 3.2 2.7 -3 .4 5.5 — -0.7 2.2 -0 .1 -1 .6 -0 .8 
4.1 -1 .0 1.1 — 0.2 -0 .3 2.4 -5.5 -0 .8 — 1.6 -1 .3 

-1 .9 -1 .0 2.9 -2 .0 2.7 -1 .2 0.9 -5 .2 -0 .7 0.2 -0 .3 -1 .1 
-3 .7 -1.1 -0.1 -3 .0 -1.1 -2 .3 -2 .7 -0.5 -1 .8 0.3 — -0 .2 
13.8 -1 .0 -1 .6 -0 .8 -3 .0 1.6 9.6 -2.0 4.1 0.1 1.0 -0.9 

-0 .4 -6.1 -1 .8 -1 .5 -0 .3 0.9 5.2 -3.0 -0 .4 0.1 — -0 .3 
7.9 1.0 2.0 -1 .2 3.7 -0 .6 7.7 -6.7 6.5 0.2 1.4 -0 .2 

-11.6 -0 .2 -7 .6 3.4 -8 .6 4.1 -9 .3 5.6 -0 .8 0.4 -1 .3 0.1 
2.1 -2 .4 1.5 -2 .5 2.1 -2 .4 -5 .4 -4 .4 -0 .4 0.2 0.8 -0 .7 
1.5 -0 .5 2.6 -2 .0 4.9 -4 .3 0.4 -9.5 3.4 0.6 1.1 -0.1 

Ts : Shift  as a result of  changes in the average wage deflated  by implicit sectoral prices. 
Tp : Shift  as a result of  variations in the sectoral product per employed person. 
Note  : The division of  income shifts  (T) received by or taken from  wages, in the economy as a whole or in 

individual sectors in a single year, between the part attributable to changes in the deflated  wage (Ts) and the part 
attributable to variations in sectoral productivity (Tp) was calculated by the following  rough method : 
Given : 

S as the percentage variation in the average deflated  wage. 
P as the percentage variation in the product per worker, 
t as the percentage variation in the wage share. 

It was calculated that : 
A S 

Ts = T 
A S + A P p 

Tp — T 
AS + AP 

confirming  that : A S + A P — t. 
The two effects  were not distinguished for  the sector headed ' ' general government " since, according to the method 
used for  calculating sectoral income and with due regard for  the changes in the weighting of  the groups within 
the sector, productivity is constant. 
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The share of  wages in industrial income was reduced by 1 per cent 
because the increase in the wage-price ratio, which amounted to a shift  of 
2 per cent in sectoral income, was outweighed by the increase in productivity. 

It thus appears that the changes in official  and management policy 
regarding the level of  unemployment and the introduction of  new production 
techniques, which began to have an effect  in 1960-61 and made it possible 
to keep up the product per industrial worker in 1963 at the height of  the 
recession, continued to exert an influence  during the subsequent recovery in 
the level of  sectoral activity and raised productivity by 25 per cent during 
the two-year period from  1964 to 1965. 

Lastly, it would be useful  to summarize the part played by the different 
factors  in the shifts  that took place in the wage share between 1953 and 
1959 and again from  1959 to 1961, since estimates of  income distribution 
by levels are available for  all three years. 

In 1959, wages accounted for  7 per cent less of  income than in 1953. 
More than half  this substantial reduction was caused by the drop in the real 
average wage, and the remainder to increases in productivity. In other words, 
the wage-earners not only failed  to benefit  from  part of  the increase, but also 
suffered  an absolute loss because of  the gap between money wages and prices. 

The share of  wages contracted in all economic sectors, nearly always 
because of  factors  that affected  the economy as a whole. The agricultural 
sector and most of  the services sectors are cases in point. In industry, the 
drop in real wages had a greater impact; nearly 70 per cent of  the decrease 
in the wage share can be traced to their decline, and only 30 per cent to 
the increases in productivity, which is only natural since 1959 was a year 
of  recession. 

A comparison of  the wage share in 1961, when conditions in general 
were more normal, with its level in 1953 will show that it decreased by 
5 per cent. The reason is that, although real wages were 8 per cent higher 
than in 1953, the product per worker was 23 per cent higher; hence, the 
wage-earners benefited  by only a small portion of  the productivity increment 
through wage increases. What they obtained was, in fact,  only a third of  the 
amount they would have had if  the increases in productivity had been 
distributed in proportion to each group's share of  income. 

This comparison also shows clearly that the sectoral changes followed 
a uniform  pattern. Although the reductions in sectoral participation varied 
in size, they affected  every sector alike, and were nearly always attributable 
to the wage-earners' inability to obtain a proportional share of  the increases 
in productivity. 

(d) Employers'  pension contributions  and  the share of  labour in income 

The total cost of  obtaining the services of  labour in the production 
process consists not only of  the wages and salaries paid out but of  employers' 
compulsory payments to the social security system. 
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TABLE 49. AVERAGE per capita  WAGE INDEX, 1947-65 
(Base  : 1960=100) 

Non-agricultura  I  activities 

Year 
Total  for  Agriculture 

the economy and fishing Sub-total 
Mining  and 

quarrying Industry Construction Commerce 

Transport, 
storage 

and commu-
nications 

Housing  and 
finance 

General 
government 

Other 
services 

Electricity, 
gas and water 

1947 4.6 3.6 4.9 4 .0 4.4 6.3 4 .4 5.9 5.5 5.8 4 .4 4.5 
1948 6.2 4 .4 6.6 5.0 5.9 8.5 6.4 7.6 6.8 8.0 5.8 6.0 
1949 8.2 5.9 8.8 8.3 8.0 11.0 8.8 9.5 8.2 10.2 8.2 7.4 
1950 9.7 6.4 10.3 9.4 9.7 11.9 10.8 10.9 10.2 11.5 10.5 9.4 
1951 12.5 10.3 13.0 11.9 12.4 13.4 13.7 13.3 12.8 14.6 14.2 10.6 
1952 15.9 13.7 16.5 14.9 15.2 17.6 18.3 17.0 16.7 18.4 17.3 12.9 
1953 17.5 16.9 17.9 15.6 16.2 19.3 19.0 18.1 17.9 21.1 18.8 15.1 
1954 19.8 18.4 20.2 18.5 18.9 21.6 21.5 20.1 19.5 23.6 20.0 16.6 
1955 22.0 20.7 22.5 19.8 21.3 21.9 24.4 21.4 20.2 26.4 22.8 18.1 
1956 26.2 22.8 26.8 27.1 24.2 33.2 29.5 26.8 28.7 29.2 27.1 22.3 
1957 31.8 27.2 32.5 30.2 32.2 35.9 35.4 32.7 34.1 32.2 30.8 25.0 
1958 47.3 43.4 47.7 37.4 44.9 54.8 49.4 46.0 58.0 52.2 44.8 47.4 
1959 77.3 80.3 76.9 70.9 70.6 86.1 80.3 79.6 75.7 81.0 85.8 73.6 
1960 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1961 126.0 112.4 127.6 120.9 126.4 125.6 124.6 125.9 137.9 134.3 122.1 120.7 
1962 152.4 147.6 
1963 ... 176.3 189.3 
1964 238.0 282.3 
1965 297.7 392.7 



TABLE 50. INDEX OF IMPLICIT PRICES DERIVED FROM THE SECTORAL PRODUCT AT FACTOR COST, 1947-65 
(Base  : 1960 = 100) 

Non-agricultura  I  activities 

Year 
Total  for  the 

economy 
Agriculture 
and fishing Sub-total 

Sub-total 
excluding 

general 
government 

Mining  and 
quarrying Industry Construction Commerce 

Transport, 
storage  and 
communica-

tions 
Housing  and 

finance 
Other Electricity, 

services gas and water 

1947 5.5 4.2 5.9 5.9 7.0 5.0 6.0 6.5 5.3 10.3 5.6 7.5 
1948 6.6 4.8 7.1 7.1 8.4 6.2 8.3 7.5 6.6 10.9 7.0 8.3 
1949 8.2 5.7 8.8 8.7 10.7 8.2 11.0 7.8 8.5 12.5 9.0 9.8 
1950 9.6 7.0 10.2 10.2 12.7 9.6 13.1 9.3 9.5 14.1 10.7 10.9 
1951 13.1 10.8 13.6 13.6 13.3 12.7 16.3 13.4 12.0 18.1 14.8 12.0 
1952 16.2 13.1 16.8 16.8 15.8 15.4 20.2 16.1 16.3 21.1 18.9 14.6 
1953 17.3 15.3 17.8 17.5 15.6 16.3 20.6 16.1 17.1 23.7 19.7 16.5 
1954 28.5 15.8 19.2 18.8 19.3 17.7 23.8 16.5 18.1 26.5 21.1 17.9 
1955 20.8 16.7 21.8 21.4 20.8 20.9 25.8 18.8 19.6 30.3 24.0 20.4 
1956 25.1 22.2 25.8 25.6 28.4 23.5 32.9 24.0 26.0 35.0 27.7 21.7 
1957 30.7 28.3 31.2 31.2 34.4 29.5 35.7 30.8 31.9 42.6 31.5 22.5 
1958 42.5 38.2 43.4 42.7 43.3 41.8 48.3 39.6 41.9 55.8 43.9 38.5 
1959 84.0 89.4 82.8 83.2 105.7 80.0 91.0 87.3 84.0 74.7 87.2 67.4 
1960 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1961 113.9 97.4 117.0 115.1 96.8 117.2 122.0 107.4 115.6 123.0 117.9 119.8 
1962 146.8 136.4 148.9 145.9 158.7 143.1 160.3 136.6 154.5 161.5 150.4 142.7 
1963 186.5 186.9 186.5 184.5 199.6 181.3 197.4 174.7 207.0 198.8 177.4 186.7 
1964 235.9 254.1 232.2 226.8 240.4 227.8 219.6 217.6 252.8 256.9 211.4 190.5 
1965 300.3 289.4 302.4 294.2 310.7 300.5 308.7 269.3 332.4 314.9 270.0 262.7 



TABLE 51. INDEX OF THE PRODUCT PER EMPLOYED PERSON 
(Base  : 1960 = 100) 

Non-agricultural  activities 

Year 

Sub-total 
excluding 

Total  for  Agriculture  general  Mining  and 
the economy and fishing  Sub-total  government  quarrying Industry  Construction  Commerce 

Transport, 
storage  and 
commun}- Housing  and 
nications  finance 

Other Electricity, 
services gas and water 

1947 86.3 76.5 87.4 86.0 42.8 
1948 88.0 77.0 89.5 87.8 42.5 
1949 84.6 71.2 86.9 85.1 45.0 
1950 83.6 66.8 87.1 85.1 46.1 
1951 85.3 71.7 87.8 85.9 51.3 
1952 80.4 61.4 84.5 82.4 48.3 
1953 86.7 81.6 86.7 85.1 50.8 
1954 89.7 83.4 90.2 89.1 53.1 
1955 94.2 88.8 92.8 93.6 52.4 
1956 93.9 86.7 94.9 94.3 52.6 
1957 95.9 88.9 97.0 96.5 56.0 
1958 98.6 95.3 99.1 98.7 57.6 
1959 93.4 97.3 92.5 91.6 71.7 
1960 100.0 100.0 100.0 100.0 100.0 
1961 106.7 100.7 107.9 109.0 119.2 
1962 100.3 
1963 97.3 
1964 105.6 
1965 109.1 

84.1 93.6 82.0 97.6 105.4 75.3 68.0 
86.3 91.9 87.4 99.0 104.5 78.8 70.3 
84.5 89.0 81.2 96.8 105.8 83.0 69.7 
85.4 86.1 79.7 100.7 106.7 84.1 71.4 
85.1 84.5 81.3 105.5 106.6 86.0 71.3 
81.8 85.0 73.4 95.5 106.9 87.9 72.5 
85.9 86.6 73.5 97.7 107.0 91.0 78.4 
90.1 88.0 78.8 100.1 106.1 93.5 84.3 
95.0 89.7 86.8 104.4 104.5 94.6 85.0 
94.8 91.0 89.3 101.3 103.8 97.4 87.8 
97.9 95.2 94.3 99.5 103.1 98.1 91.9 

101.1 93.6 99.1 100.6 102.0 98.8 100.5 
90.4 93.9 87.4 94.1 100.7 98.6 93.7 

100.0 100.0 100.0 100.0 100.0 100.0 100.0 
112.2 101.1 112.3 107.8 98.1 100.3 118.9 
107.8 
108.0 
126.0 
136.3 



TABLE 52. AVERAGE DEFLATED WAGE INDEX, 1947-65 
(Base  : I960  = 100) 

Non-agricultural  activities 

Sub-total  Transport, 
excluding  storage  and 

Year 
Total  for  the 

economy 
Agriculture 
and fishing Sub-total 

general 
government 

Mining  and 
Quarrying Industry Construction Commerce 

communica-
tions 

Housing  and 
finance 

Other 
services 

Electricity, 
gas and water 

1947 83.6 85.7 83.1 79.7 57.1 88.0 105.0 67.7 111.3 52.9 78.6 60.0 
1948 93.9 91.7 93.0 90.1 59.5 95.2 102.4 85.3 115.2 62.4 82.9 72.3 
1949 100.0 103.5 100.0 97.7 77.6 97.6 100.0 112.8 111.8 65.6 91.1 75.5 
1950 102.1 91.4 101.0 99.0 74.0 101.0 90.8 116.1 114.7 72.3 98.1 86.2 
1951 95.4 95.4 95.6 94.1 89.5 97.6 82.2 102.2 110.8 70.7 95.9 88.3 
1952 99.4 104.6 98.2 96.4 94.3 98.7 87.1 113.7 104.3 79.1 91.5 88.4 
1953 102.3 110.5 100.6 98.3 100.0 99.4 93.7 118.0 105.8 75.5 95.4 91.5 
1954 109.4 116.5 105.2 103.7 95.9 106.8 90.8 130.3 111.7 73.6 94.8 92.7 
1955 108.9 124.0 103.2 100.9 95.2 101.9 84.9 129.8 109.2 66 J 95.0 88.7 
1956 105.2 102.7 103.9 103.1 95.4 103.0 100.9 122.9 103.1 82.0 97.8 102.8 
1957 103.9 96.1 104.2 104.5 87.8 109.2' 100.6 114.9 102.5 80.0 97.8 111.1 
1958 115.1 113.6 109.9 109.8 86.4 107.4 113.5 124.7 109.8 103.9 102.1 123.1 
1959 92.0 89.8 92.9 91.7 67.1 88.3 94.6 92.0 94.8 101.3 98.4 109.2 
1960 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1961 110.6 115.4 108.6 109.0 124.9 107.8 102.9 116.0 108.9 111.9 103.6 100.8 
1962 111.7 103.1 , , , 
1963 94.3 104.4 ... 
1964 93.7 123.9 ». » 
1965 102.9 130.7 ... 



TABLE 53. AVERAGE RELATIVE WAGE INDEX, 1947-61 

(Base:  1960 = 100) 

Non-agricultural  activities 

Year 
Agriculture 
and fishing Sub-total 

Mining  and 
quarrying 

Manu-
facturing Construction Commerce 

Transport, 
storage 

and commu-
nications 

Housing  and 
finance 

General 
government 

Other 
services 

Electricity, 
gas and water 

1947 78.3 106.5 87.0 95.7 137.0 95.7 128.3 119.6 126.1 95.7 97.8 
1948 71.0 106.S 80.6 95.2 137.1 103.2 122.6 109.7 129.0 93.5 96.8 
1949 72.0 107.3 101.2 97.6 134.1 107.3 115.9 100.0 124.4 100.0 90.2 
1950 66.0 106.2 96.9 100.0 122.7 111.3 112.4 105.2 118.6 108.2 96.9 
1951 82.4 104.0 95.2 99.2 107.2 109.6 106.4 102.4 116.8 113.6 84.8 
1952 86.2 103.8 93.7 95.6 110.7 115.1 106.9 105.0 115.7 108.8 81.1 
1953 96.6 102.3 89.1 92.6 110.3 108.6 103.4 102.3 120.6 107.4 86.3 
1954 92.9 102.0 93.4 95.5 109.1 108.6 101.5 98.5 119.2 101.0 83.8 
1955 94.1 102.3 90.0 96.8 99.5 110.9 97.3 91.8 120.0 103.6 82.3 
1956 87.0 102.3 103.4 92.4 126.7 112.6 102.3 109.5 111.5 103.4 85.1 
1957 85.5 102.2 95.0 101.3 112.9 111.3 102.8 107.2 101.3 96.9 78.6 
1958 91.8 100.8 79.1 94.9 115.9 104.4 97.3 122.6 110.4 94.7 100.2 
1959 103.9 99.5 91.7 91.3 111.4 103.9 103.0 97.9 104.8 111.0 95.2 
1960 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1961 90.5 101.3 96.0 100.3 99.7 98.9 99.9 109.2 106.6 96.9 95.8 



There are various ways of  defining  employers' contributions. For the 
purposes of  this analysis, which deals with the factors  of  income distribution, 
and in view of  the characteristics which government control of  the social 
security system is assuming in Argentina, such payments should be consid-
ered as a tax or transfer  to the Government chargeable against production 
and based on the value of  the wages and salaries paid, rather than as a form 
of  labour remuneration destined for  the social security system. However, in 
keeping with the current practices in social accounting such payments will 
not be included here among indirect taxes and will therefore  form  part of  the 
value added at factor  cost. 

The total share of  labour in factor  income is thus viewed as the cost of  * 
using the services of  labour in production processes rather than as the 
remuneration of  wage-earners, which thus consists solely of  wages and 
salaries. 

In general, the nature and relative importance of  the variations in the 
total share of  labour in income are similar to those in the share of  wages. 
In Argentina, however, three factors  that operated during the period under 
consideration tended to differentiate  to some extent between the two: (a)  the 
growing coverage of  the social security system, particularly between 1946 
and 1950; (b) the variations in the legal rates for  employers' contributions; 
(c) the differing  degrees of  evasion and collection with respect to those pay-
ments, since the estimates have been made on the basis of  the amounts 
actually paid in to pension funds. 

The annual variations in the two shares are usually very similar. The 
inclusion of  employers' contributions does not in any way signify  that the 
variations in the total share of  labour will take a different  course from  those 
in the share of  wages, but during certain periods they will differ  appreciably 
in magnitude. 

From 1946 to 1950 the increase in the total share of  labour was 
proportionately greater than in the wage share. The latter expanded from 
38.7 to 45.9 per cent, that is, it rose 18.6 per cent above its level in 1946, 
whereas the share of  labour increased from  40.1 per cent to 49.6 per cent, 
or 23.6 per cent between the two years. Its growth was due to the substantial 
increase which took place, both de  jure and de  facto,  in the coverage of  the 
pension system during that period. From 1951 onwards, the annual variations ' 
in the total share of  labour tend to match those in the wage share (see 
tables 54 and 55). 

(e) Changes  in the components of  gross profits 

Radical changes took place in the composition of  gross profits,  over 
and above the modifications  in the share of  total gross profits  which have 
already been discussed. Some components increased rapidly while others r 

declined, and the over-all changes reflect  only the final  result. Most of  the 
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detailed information  available on the individual items relates to the nineteen-
fifties,  and occasionally to shorter periods, but it does give a clear idea of 
recent trends, and in certain cases the changes that took place earlier can 
easily be inferred  from  it. 

TABLE 54. TOTAL SHARE OF LABOUR AND ITS COMPONENTS IN INCOME, 1946-63 

(Percentage  of  gross internal  income at factor  cost) 

Employers'  pension Contribu* 
Labour services Wages  and salaries  contributions  tions  as a 

percentage 
of  wages 

Annual Annual Annual and 
Year Share variations Share variations Share variations salaries 

1946 40.1 — 38.7 — 1.4 — 3.6 
1947 39.5 - 0 . 6 37.3 - 1 . 4 2.2 0.8 6.0 
1948 43.5 4.0 40.6 3.3 2 .9 0.7 7.1 
1949 49.0 5.5 45.7 5.1 3.3 0 .4 7.3 
1950 49.6 0.6 45.9 0 .2 3.7 0.4 8.0 
1951 - 3 . 4 43.0 - 2 . 9 3.2 - 0 . 5 7.5 
1952 50.5 4.3 46.9 3.9 3.6 0 .4 7.7 
1953 48.9 - 1 . 6 44.8 - 2 . 1 4.1 0.5 9.1 
1954 49.9 1.0 45.6 0.8 4.3 0.2 9.5 
1955 47.0 - 2 . 9 43.0 - 2 . 6 3.9 - 0 . 4 9.1 
1956 46.4 - 0 . 6 42.6 - 0 . 4 3.8 - 0 . 1 9.0 
1957 44.8 - 1 . 6 41.4 - 1 . 2 3.4 - 0 . 4 8.8 
1958 46.3 1.5 43.3 1.9 3 .0 - 0 . 4 7.0 
1959 40.4 - 5 . 9 37.8 - 5 . 5 2.6 - 0 . 4 6.9 
1960 41.4 1.0 38.4 0.6 3.0 0.4 7.8 
1961 43.0 1.6 39.9 1.5 3.1 0.1 7.8 
1962 41.8 - 1 . 2 39.1 - 0 . 8 2.7 - 0 . 4 7.0 
1963 41.0 - 0 . 8 38.3 - 0 . 8 2.7 — 7.2 

Table 56 presents the percentage composition of  the gross profits  of 
the main components in the years for  which such data are available. The 
depreciation figures  cover the whole post-war period and show an initial 
decline in value and, subsequently, continual fluctuations.  It must, however, 
be remembered that these estimates are expressed in terms of  the historic 

> cost and that inflation  has caused them to lose much of  their validity. More-
over, the figure  for  1946 was slightly over 6 per cent of  the gross product 
and there is no doubt that in previous years, before  rapid inflation  set in, the 
figure  was much higher. From 1950 onwards, the depreciation at replacement 
cost was roughly calculated, and in most years these figures  are two and a 
half  to three times higher than the original cost (see table 57). It will be 
noted that although depreciation at replacement cost has not varied greatly 
in relation to the gross product, there have been marked fluctuations  in 
the ratio of  these estimates to those calculated on the basis of  historic cost. 

- The changes in this ratio reflect  changes in the rate of  inflation  and in the 
level of  fixed  investment. 
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TABLE 55. EMPLOYERS' CONTRIBUTIONS AS A PERCENTAGE OF WAGES AND SALARIES IN EACH SECTOR, 1946-63 

Transport 

Year 
Total  for  Agriculture 

the economy and fishing 
Mining  and 
quarrying 

Manufac-
turing Construction Commerce 

and commu-
nications 

Electricity, 
gas and water 

Housing  and 
finance 

Other 
services 

General 
government 

1946 3.6 0.1 7.0 2.3 1.4 6.4 5.8 7.6 5.5 4.4 5.4 
1947 6.0 0.1 8.0 7.2 6.9 7.8 5.8 8.4 6.7 4 .4 6.5 
1948 7.1 0.1 8.0 7.9 7.5 8.5 10.2 10.6 8.7 4.4 7.1 
1949 7.3 0.1 9.0 7.8 7.4 8.7 11.2 10.5 10.4 4.4 7.2 
1950 8.0 0.1 10.3 8.5 8.6 8.2 11.2 10.9 10.7 4.5 9.4 
1951 7.5 0.1 9.8 7.8 7.8 7.7 11.4 10.9 11.0 4.1 9.3 
1952 7.7 0.1 8.9 7.8 7.2 9.1 10.9 13.2 12.3 4.9 10.0 
1953 9.1 0.1 10.9 9.9 9.7 10.8 12.0 12.0 12.9 5.8 11.5 
1954 9.5 0.1 11.1 10.1 9.9 10.9 11.6 13.2 12.9 5.9 12.4 
1955 9.1 0.1 10.7 9.0 8.9 9.7 11.2 13.3 14.0 5.4 13.0 
1956 9.0 0.2 10.3 8.7 8.4 9.5 11.1 13.0 15.0 5.3 12.4 
1957 8.8 0.2 9.3 7.5 6.8 8.7 10.2 13.6 14.0 5.7 12.0 
1958 7.0 0.1 8.2 5.6 4.9 6.5 10.0 11.6 12.1 3.9 11.2 
1959 6.9 0.1 7.6 5.9 5.6 6.0 9.8 11.0 13.6 3.2 11.2 
1960 7.8 0.1 9.8 7.0 6.5 7.6 9.9 10.2 13.9 4 .2 12.0 
1961 7.8 0.1 9.4 6.4 6.2 7.3 9.4 11.3 12.9 4.2 12.7 
1962 7.0 0.1 8.4 5.5 4.7 5.8 8.7 10.6 13.5 3.0 12.1 
1963 7.2 0.1 8.7 5.7 4.5 7.8 9.0 10.4 13.3 3.7 12.1 

* 



TABLE 56. PERCENTAGE COMPOSITION OF GROSS REMUNERATION OF OWNERSHIP OF CAPITAL 
AND OF ENTERPRISES 

Net  remuneration  of  capital  and enterprises 

Net  profit 

Year 
Amortization 

at historic 
cost 

Interest,  rent, 
Total  and net income Total 

Stock 
companies 
and public 
enterprises 

Personal 
enterprises 

1946 89.8 
1947 91.6 
1948 8.4 91.6 
1949 9.3 90.7 
1950 8.8 91.2 15.4 75.8 
1951 7.7 92.3 12.5 79.8 
1952 8.8 91.2 13.5 77.7 
1953 8.7 91.3 13.6 77.7 
1954 9.3 90.7 14.1 76.6 
1955 9.4 90.6 13.0 77.6 7.9 69.7 
1956 9.4 90.6 12.3 78.3 8.4 69.9 
1957 9.0 91.0 12.1 78.9 9.3 69.6 
1958 8.4 91.6 12.1 79.5 7.8 71.7 
1959 6.1 93.9 9.2 84.7 9.5 75.2 
1960 7.2 92.8 10.9 81.9 10.3 71.6 
1961 7.9 92.1 11.2 80.9 11.4 69.5 

TABLE 57. INITIAL COST AND ESTIMATES OF REPLACEMENT COST OF DEPRECIATION 

Year 

Historic  cost as 
a percentage  of 
gross product 

Replacement  cost as Replacement  cost as 
a percentage  of  Ratio  of  replacement  a percentage  of  gross 
gross product  cost to historic  cost fixed  investment 

1950 4.5 11.4 2.6 58.0 
1951 4.2 11.5 2.8 54.2 
1952 4.3 12.4 2.9 61.7 
1953 4.4 12.1 2.7 64.1 
1954 4.7 11.7 2.5 64.8 
1955 5.0 11.4 2.3 60.8 
1956 5.1 11.7 2.3 60.8 
1957 5.0 11.2 2.2 54.7 
1958 4.5 11.2 2.5 56.7 
1959 3.6 12.1 3.3 64.0 
1960 4 .2 11.8 2.8 47.9 
1961 4.5 11.8 2.6 44.7 
1962 4 .2 13.0 3.1 51.1 
1963 4.3 14.4 3.3 63.5 

It must be borne in mind that, although the replacement cost figures 
are higher, they cannot be used indiscriminately for  all purposes. The degree 
to which fixed  investment is financed  with credit has considerable influence 
on income distribution. When this is the case, the historic cost concept is 
more appropriate, since the debt is fixed  in monetary terms. This is not 
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applicable, naturally, when credit is obtained from  foreign  sources, since the 
fluctuations  in the exchange rate will affect  the size of  the debt in national 
currency. This factor  was important at the beginning of  the nineteen-sixties, 
for  example, because a significant  proportion of  the investment boom in 1961 
was financed  with external credit, and after  the 1962 devaluation the borrower 
firms  needed much larger sums to repay what they owed. 

The next longest series after  amortization at historic cost is rents and 
interest, and it covers the nineteen-fifties  and the early nineteen-sixties. As 
will be seen, the relative importance of  this income declined appreciably, and 
in this case also there is no doubt that the decrease started before  1950. The 
decline in this series reflects  a far  more drastic reduction in the importance 
of  rents than in that of  interest, which as a whole did not diminish during 
those years, although the relative importance of  the different  types of  pay-
ments under the head of  interest was completely reversed. The decrease in 
rents and some types of  interest payments was also due to inflation,  combined 
in this case with legal controls. These changes severely affected  the group of 
rentiers  and are discussed more thoroughly later in relation to individual 
remuneration obtained from  invested capital. 

Lastly, from  1955 to 1961, the remaining profits  of  enterprises may be 
broken down into income of  personal enterprises on the one hand, and that 
of  stock companies and public enterprises on the other. As shown in the 
table, the stock companies' share of  total profits  rose considerably, and 
almost certainly continued to rise after  1961. Even so, the personal enter-
prises continued to account for  the bulk of  the total profits  of  enterprises. 
The figures  over-estimate the preponderance of  personal enterprises in this 
respect, since their "profits"  include remuneration for  services rendered and 
also profits  as such. Nevertheless, on the basis of  a rough calculation, even if 
the labour remuneration factor  is eliminated, the remaining profits  of  personal 
enterprises in 1961 were three times the volume of  profits  of  stock companies 
and public enterprises. 

The activities and profits  of  public enterprises increased relatively little 
during those years; about 85 per cent of  the total expansion was accounted 
for  by stock companies. These companies, besides increasing in relative 
importance, have a different  sectoral distribution from  that of  public enter-
prises, and it is best to deal with the two groups separately. Their relative 
importance, expressed in terms of  value added and profits,  is shown in 
table 58. 

The over-all expansion which occurred during this period not only 
applied largely to stock companies, but 80 per cent of  the increase in this 
group was due to the growth of  industry. Already in 1955, stock companies 
were much more important in the industrial sector than in the rest of  the 
economy, and they also expanded more rapidly in that sector. Although the 
profits  of  stock companies in the services sector increased in real terms by 
less than 50 per cent between 1955 and 1961, they rose nearly 120 per cent 
in industry during the same period. This was partly due to the far  more rapid 
increase in production — the value added of  stock companies rose 70 per 
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cent in industry compared with 40 per cent in services — but it also reflects 
the reduction in the relative importance of  labour costs in industrial stock 
companies. Tables 58 and 59 show the changes in the relative importance 
of  the three major sectors of  private production, which is in the hands of 
stock companies, in terms of  profits  and value added. 

TABLE 58. RELATIVE IMPORTANCE OF PUBLIC ENTERPRISES AND STOCK COMPANIES, 1955-61 

1955 1956 1957 1958 1959 1960 1961 

Proportion of  value added 
of  enterprises 
Public enterprises . 36.3 38.2 36.0 34.6 37.6 32.0 29.7 
Stock companies . 63.7 61.8 64.0 65.4 62.4 68.0 70.3 

Share in the profits  of  enterprises 
Public enterprises . 25.9 30.9 26.4 12.4 30.8 22.3 20.4 
Stock companies 74.1 69.1 73.6 87.6 69.2 77.7 79.6 

SOURCE: C O N A D E . 

TABLE 59. PERCENTAGE SHARE OF MAJOR SECTORS IN THE PROFITS AND VALUE ADDED OF STOCK 
COMPANIES, 1955-61 

Proportion  of  value added  by private  Proportion  of  profits  of  private 
enterprises  at factor  cost enterprises 

Industry,  Industry, 
mining  and mining  and 

Year  Agriculture  construction  Services  Agriculture  construction  Services 

1955 4.9 62.3 32.7 2.0 76.6 21.3 
1956 5.8 57.4 36.7 2.1 75.9 21.9 
1957 5.5 59.4 35.0 2.2 76.1 21.7 
1958 4.0 62.4 33.5 1.5 78.3 20.1 
1959 6.4 64.5 29.0 2.5 78.1 19.3 
1960 7.4 66.0 26.6 2.8 78.9 18.2 
1961 4.8 70.0 25.2 2.3 79.7 18.0 

The concentration in one sector means that stock companies are much 
more important in that sector, in comparison with personal enterprises, than 
is inferred  by the figures  relating to general importance given previously. In 
1961, stock companies represented 38.8 per cent of  the value added by all 
private enterprises in the industrial sector, mining and construction. 

As already noted, there was a relatively small expansion of  public 
enterprises; and in this sector, too, the expansion is largely attributable to 
industrial activities, particularly the increase in the production of  one 
concern: the State petroleum enterprise (Yacimientos Petrolíferos  Fiscales). 
In contrast with stock companies, however, public enterprises are much 
more important in the services sector. In 1955 over 90 per cent of  the total 
value added of  public enterprises was generated by services enterprises, 
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mainly transport facilities;  but these scarcely expanded between 1955 and 
1961 and in real terms their profits  decreased. Therefore,  public enterprises 
engaged in industrial activities increased in relative importance during the 
period (see table 59). 

It will be noted that, besides the increase in relative importance of  the 
industrial group, there were marked fluctuations  between one year and 
another. These fluctuations  have little to do with changes in the level of 
production and mostly reflect  changes in government price policy. Conse-
quently, profits  are the most unstable item, but even the figures  for  value 
added varied considerably. Those changes in price policy had a different 
effect  on each public enterprise in certain years, and this difference  is shown 
in table 60. Moreover, the changes also affected  the position of  public 
enterprises as a whole, and this is largely responsible for  the fluctuations  in 
their importance in relation to stock companies. In this case also, profits  are 
the item which fluctuated  most violently. 

TABLE 60. PERCENTAGE SHARE OF MAJOR SECTORS IN PROFITS AND IN THE VALUE ADDED 

BY PUBLIC ENTERPRISES, 1955-61 

Proportion  of  value added  to factor  cost Proportion  of  profits 

Year  Industry  and mining  Services  Industry  and mining  Services 

1955 9.1 90.9 — 100.0 
1956 14.0 86.0 22.5 77.5 
1957 18.4 81.6 24.1 75.9 
1958 16.2 83.8 49.0 51.0 
1959 27.8 72.2 66.5 33.5 
1960 24.5 75.5 55.1 44.9 
1961 20.9 79.1 34.5 65.5 

SOURCE: C O N A D E . 

In spite of  the rapid growth of  stock companies and their increase in 
relative importance in recent years, dividends were less important as a form 
of  personal remuneration in 1961 than in 1955, and even less so than in 
1950. Although the profits  of  stock companies were much higher in 1961, 
their use altered appreciably: a far  smaller proportion was retained for  the 
form  of  dividends and, therefore,  a larger proportion was retained for  the 
company's internal use. In some degree, this may reflect  a deliberate change, 
i.e., the use of  internal funds  as a source of  financing,  but for  the most part 
the stock companies were compelled to adopt this procedure because of  the 
credit restrictions in force.  Concurrently with mounting inflation,  financing 
requirements increased and, in the face  of  the credit restrictions which 
accompanied anti-inflationary  policy, it was necessary to withhold current 
income in order to satisfy  those requirements. The proportion of  total profits 
distributed in the form  of  dividends declined after  the middle of  the nineteen-
fifties,  and shrank still further  after  the severe credit restrictions established 
as part of  the 1959 stabilization programme began to be applied (see 
table 61). 
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TABLE 61. PERCENTAGE DISTRIBUTION OF STOCK COMPANY PROFITS, 1950-61 

Year  Dividends  Income  tax Pro/its  withheld 

1950 46.4 33.9 19.7 
1951 48.1 32.2 19.7 
1952 45.9 33.6 20.5 
1953 48.1 26.8 25.1 
1954 48.1 27.1 24.8 
1955 53.3 35.0 11.7 
1956 57.6 36.5 5.9 
1957 43.3 39.1 17.6 
1958 42.5 31.4 26.1 
1959 42.6 30.6 26.8 
1960 33.8 30.0 36.2 
1961 33.2 34.8 32.0 

It must be borne in mind that this reduction in the dividends paid by 
stock companies when inflation  and credit restrictions are the order of  the 
day reflects  a difficulty  which affected  personal enterprises even more acutely. 
Since they were smaller and, as a rule, had less access to credit sources, they 
were obliged to use their current profits  to cover their growing financial 
requirements. Inasmuch as this occurred, the two groups were unable to draw 
freely,  in the form  of  personal income, on the higher profits  obtained in the 
last few  years. 

The category of  gross profits  includes two different  types of  personal 
income, which can now be examined more thoroughly. The first  is the 
income of  individual entrepreneurs,  which may be considered as remuneration 
of  labour and capital investment, but which in any case is an income obtained 
from  direct participation in the production process. The second type is 
income from  property only — rents, interest and dividends — obtained with 
little or no direct participation of  the owner. These two types of  income will 
be examined separately. 

Table 62 shows income from  property, both imputed and actually paid, 
in relation to total family  income. As can be seen, its importance has declined 
since 1950. It dropped sharply in 1951 and, after  a slight recovery in the 
mid-nineteen-fifties,  it has declined again in the last few  years. Income from 
property was at its lowest ebb in 1959, because of  the repercussions of  the 
sudden spurt in inflation  on this type of  income. 

Table 63 shows the composition of  income from  property paid by main 
types of  income, and table 64 shows the composition of  paid and imputed 
income in greater detail. 

As will be seen, rents from  urban and rural property declined steadily 
and substantially during the period. Rents represented only 26.8 per cent of 
income from  property in 1961, after  accounting for  43.2 per cent in 1950 
and almost certainly a still higher percentage in previous years. Rents were 
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TABLE 62. INCOME FROM PROPERTY AS A PERCENTAGE OF FAMILY INCOME, 1950-61 

Year Imputed  income Income  paid 
Income  paid 

(excluding  public  debt) Total 

1950 2.1 8.4 7.6 10.5 
1951 1.8 7.3 6.7 9.1 
1952 1.8 7.5 6.8 9.3 
1953 1.9 7.6 7.0 9.5 
1954 1.8 7.6 7.1 9.4 
1955 1.7 7.6 7.1 9.3 
1956 1.4 7.6 7.1 9.0 
1957 1.6 7 .4 7.2 9.0 
1958 1.5 6.8 6.6 8.3 
1959 0.9 6.4 6.2 7.3 
1960 1.2 7.0 6.7 8.2 
1961 1.2 6.9 6.6 8.1 

TABLE 63. PERCENTAGE COMPOSITION OF INCOME FROM PROPERTY PAID, BY TYPE OF INCOME 
AND CATEGORY OF RECIPIENT , A 1950-61 

Composition by type of  income 
Composition  by category 

of  recipient 

Year Dividends  Interest 

Total  divi-
dends  and 

interest  Ruralrents Urban  rents Total  Rentiers Balance 

1950 27.6 29.2 56.8 15.7 27.5 100.0 56.8 43.2 
1951 29.7 30.4 60.1 14.7 25.2 100.0 51.5 48.5 
1952 30.5 33.9 64.4 12.2 23.4 100.0 59.2 40.8 
1953 31.1 32.9 64.0 14.1 21.9 100.0 57.5 42.5 
1954 29.7 33.5 63.2 14.7 22.1 100.0 54.0 46.0 
1955 35.3 32.1 67.4 12.0 20.6 100.0 42.4 57.6 
1956 37.2 33.3 70.5 11.1 18.4 100.0 51.4 48.6 
1957 34.2 35.3 69.5 10.9 19.6 100.0 64.4 35.6 
1958 36.2 33.4 69.6 9.7 20.7 100.0 55.9 44.1 
1959 39.6 37.0 76.6 8.7 14.7 100.0 31.8 68.2 
1960 29.9 44.4 74.3 8.0 17.7 100.0 26.9 73.1 
1961 32.2 41.0 73.2 8.5 18.3 100.0 24.4 75.6 

a Excluding imputed interest and rent. 

particularly affected  in 1959 by controls which permitted minimal adjustments 
while prices doubled, and that year they represented only 23.4 per cent of 
total income from  property. 

After  increasing in relative importance in the second half  of  the nineteen-
fifties  dividends reverted to about their former  level. As previously noted, 
the decline was due to the fact  that stock companies withheld a larger 
proportion of  total profits  for  their own use. Lastly, interest rose, especially 
in the last few  years for  which data are available. 

The more detailed classification  in table 64 shows the special nature of 
this increase in income under the head of  interest. Income represented by the 
more traditional forms  of  interest declined, as did rents, and the total increase 
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TABLE 64. PERCENTAGE COMPOSITION OF INCOME FROM PROPERTY, BY TYPE OF INCOME, 1950-61 

1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 

Rural rents 14.0 13.6 11.0 12.7 13.3 11.6 11.1 10.2 9.3 9.0 7.7 8.2 
Urban rents 36.9 34.5 32.0 31.1 30.7 29.7 25.7 26.8 30.7 21.9 25.8 25.6 

Housing 20.0 17.7 16.5 16.3 14.9 13.4 9.6 11.3 15.4 9.5 12.7 11.3 
Paid 7.8 6.4 5.6 4.9 4.2 3.5 2.5 2.8 4.6 2.7 3.8 3.4 
Imputed 12.2 11.3 10.9 11.4 10.7 9.9 7.1 8.5 10.8 6.8 8.9 7.9 

Other (paid) 16.9 16.8 15.5 14.8 15.8 16.3 16.1 15.5 15.3 12.4 13.1 14.3 
Dividends (national 19.5 21.3 21.2 20.5 24.7 18.1 19.2 

accounts) 15.1 15.8 17.7 18.1 16.8 39.2 41.9 41.8 39.5 44.4 48.4 47.0 
Interests 34.0 36.1 39.3 38.1 39.2 

Imputed (bank deposits 
in current account) 7.8 8.0 8.5 8.5 8.9 8.3 8.6 8.9 7.3 6.3 5.9 7.4 

Bank (savings accounts 
and time deposits) .. 16.5 15.3 16.1 16.8 17.2 16.8 16.5 15.6 7.8 6.8 6.2 5.9 

Public debt 7.1 7.5 8.0 5.9 5.1 4.8 5.2 3.0 2.0 2.9 3.3 3.4 
Other sources 2.6 5.3 6.7 6.9 8.0 9.3 11.6 14.3 22.4 28.4 33.0 30.3 

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Sub-total,  paid 80.0 80.7 80.6 80.1 80.4 81.1 84.3 82.6 81.9 86.9 85.2 84.7 

Sub-total,  imputed 20.0 19.3 19.4 19.9 19.6 18.2 15.7 17.4 18.1 13.1 14.8 15.3 



in this item is accounted for  by the huge increase in other types of  income 
under the head of  interest. The interest received by holders of  government 
bonds and plus the interest (imputed and paid) on bank deposits, added up 
to over 90 per cent of  total income in the form  of  interest in 1950, but these 
two traditional forms  of  returns on capital declined markedly, and in 1961 
represented only 35 per cent of  the total. Consequently, interest from  other 
sources rose and, naturally, this factor  alone is responsible for  the increase 
in the importance of  this whole item. 

The most important implication of  this phenomenon from  the standpoint 
of  income distribution is that rentiers  tended to keep their liquid capital 
mainly in the most traditional forms;  government bonds and bank deposits. 
Other types of  interest income required that the relevant funds  should be 
more actively administered, and were accordingly less attractive to this group. 
Therefore,  as the interest on conventional loans was subject to legal control, 
the galloping inflation  during this period steadily weakened this group's 
position. Rentiers had invested mainly in property for  rent, and as income in 
this case also plummeted, the total income of  this group declined. As noted 
in table 63, while rentiers  received much more than half  the total income 
paid on property in 1950, their share was reduced to only one-quarter at the 
beginning of  the nineteen-sixties. 

Lastly, the composition of  profits  received by individual entrepreneurs 
will be examined briefly.  As mentioned previously, this income may be 
considered partly the remuneration of  administrative and other services 

TABLE 65. PROPORTION OF entrepreneurs'  INCOME ATTRIBUTABLE TO COMPENSATION FOR 
PERSONAL SERVICES , A 1950-61 

Year 
Agriculture  and 

fishing 
Industry,  mining 
and construction Services Total 

Total  excluding 
the non-agri-
cultural  sector 

1950 73.0 56.5 52.2 61.5 58.1 
1951 60.7 50.7 45.2 53.2 50.6 
1952 84.1 57.9 53.1 65.6 60.5 
1953 54.1 59.4 55.3 60.3 63.4 
1954 55.7 60.5 59.2 63.2 66.4 
1955 54.8 49.9 54.8 57.4 58.3 
1956 43.8 52.6 54.1 53.2 56.8 
1957 51.3 55.0 46.6 52.9 53.5 
1958 48.8 52.4 49.3 53.4 55.1 
1959 42.5 44.5 41.4 45.2 46.6 
1960 46.6 50.2 40.5 47.6 48.1 
1961 54.9 48.8 43.1 50.8 50.0 
1950-54 65.5 57.0 53.0 60.8 59.8 
1955-61 49.0 50.5 47.1 51.5 52.6 
1950-61. 55.9 53.2 49.6 55.4 55.6 

a The value of  services rendered by the various groups was calculated on the basis of  the following  hypotheses : 
(1) Agricultural entrepreneurs  : half  a foreman's  salary was applied; 
(2) Industrial entrepreneurs  : the average salary of  industrial employees was applied; 
(3) Professional  workers : 80 per cent of  their income was considered to be remuneration of  labour; 
(4) Remaining activities : the average salary of  all wage-earners in each activity was applied. 
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provided by the owners, and partly a return comparable to stock company 
profits.  Since it is impossible to calculate these two components accurately 
a rough approximation may be obtained assuming that the remuneration of 
labour is equal to the compensation of  employees in the most similar group, 
and although this calculation is very approximate, it illustrates an important 
point with respect to this group. The estimates are set out in table 65, and the 
foot-note  explains the basis that has been used for  obtaining the figures  for 
the different  employment groups. 

What stands out here is that the total income of  the entrepreneurial 
group is nearly double the income of  the comparable group of  wage-earners. 
In other words, the estimate for  income from  labour is barely more than 
half  the total, and the balance is actual profits.  As noted above, the entre-
preneurial sector in Argentina is not a sector which a great many persons 
have been pushed into because they could not find  other employment. It is 
the most remunerative activity, not only for  the few  who are very successful, 
but also for  the great majority of  entrepreneurs.  The actual profits  are a very 
important factor  of  their income, very much higher than the remuneration of 
services rendered. This factor,  as mentioned previously, nearly trebles the 
over-all profits  received by stock companies, even in 1961. 

2 . SECTORAL DISTRIBUTION 

(a) Intersectoral  income shifts 

While an analysis of  income distribution from  a sectoral standpoint is 
incomplete, it affords  a useful  opportunity for  clarifying  two basic aspects of 
the process by which income is distributed in the economy: changes in the 
structure of  production and variations in relative prices (see table 66). 

The salient feature  in the development of  the sectoral structure of 
monetary income are the changes in the shares of  agriculture and of  urban 
activities as a whole (see table 67). 

Agriculture's share of  domestic income decreased steadily and substan-
tially between 1947 and 1949 (3.5 per cent of  domestic income and 20 per 
cent of  its own total). The corresponding increases in the shares of  non-
agricultural activities were irregular, however; that of  commerce contracted 
even more than the share of  agriculture itself,  while the increases in those of 

* construction, government services and transport outstripped that of  industry. 
This trend was reversed between 1949 and 1953. There was a 5 per cent 

shift  in current income from  the urban sectors to agriculture, which swelled 
the latter's share by 35.7 per cent. Except for  other services and government, 
which continued to add to their shares, the remaining urban activities lost 
ground, including commerce, whose share had already shrunk before  1947. 
The declines in the wage share of  the different  sectors during the second 
period were more uniform,  but the annual variations continued to be irre-
gular, since in 1950 sectoral distribution was much the same as in 1949 
and the 1952 recession, which originated in agriculture, reversed the trend 
for  the period as a whole. 
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TABLE 66. ARGENTINA: SECTORAL DISTRIBUTION OF GROSS DOMESTIC INCOME AT CURRENT FACTOR COST, 1946-64 

(Percentages  of  the total) 

Non-agricultural  activities 

Sectors  producings  goods  Sectors  producing  services 

Transport, 
storage  and General 

Year 
Agriculture 
and fishing Total Sub-total 

Mining  and 
quarrying 

Manufac-
turing Construction Sub-total Commerce 

communi-
cations 

Finance 
and housing 

government 
services 

Other 
services 

Electricity, 
gas and water 

1946 . . . . 21.7 78.3 29.3 1.0 24.7 3.6 49.0 15.9 7.2 8.7 7.2 8.7 1.3 
1947 . . . . 17.5 82.5 30.1 0.8 25.3 4 .0 52.4 21.8 7.2 6.8 7.3 8.2 1.1 
1948 . . . . 15.8 84.2 32.0 0.8 25.7 5.5 52.2 20.5 7.9 6.2 8.2 8.4 1.0 
1949 . . . . 14.0 86.0 35.6 0.8 28.3 6.5 50.4 16.0 8.6 6.2 9.1 9.5 1.0 
1950 . . . . 13.6 86.4 36.2 0.9 28.6 6.7 50.2 16.0 8.4 6.1 9.0 9.7 1.0 
1951 . . . . . . . . 16.0 84.0 34.2 0.7 27.3 6.2 49.8 17.1 7.9 5.7 8.3 9.9 0.9 
1952 . . . . 14.1 85.9 34.4 0 .8 27.7 5.9 51.5 15.7 8.9 5.9 9 .0 11.1 0 .9 
1953 . . . . 19.0 81.0 31.8 0.8 25.7 5.3 49.2 13.7 8.3 6.0 9.5 10.7 1.0 
1954 . . . . 17.3 82.7 33.2 0.9 27.1 5.2 49.5 13.7 8.2 6.1 9.9 10.6 1.0 
1955 . . . . . . . . 15.7 84.3 35.4 0.8 29.8 4 .8 48.9 14.4 7.9 6 .0 9.4 10.2 1.0 
1956 . . . . . . . . 16.1 83.9 34.5 0.9 28.8 4.8 49.4 15.3 8.5 5.8 8.8 10.0 1.0 
1957 . . . . 16.0 84.0 35.9 0.9 30.2 4.8 48.1 16.5 8.5 5.6 7.7 9.0 0.8 
1958 . . . . . . . . 15.5 84.5 37.4 0.9 31.7 4.8 47.1 15.2 8.0 5.2 8.8 8.8 1.1 
1959 . . . . . . . . 19.1 80.9 35.4 1.3 29.8 4.3 45.5 16.0 8.1 3.8 7.3 9.3 1.0 
1960 . . . . 16.8 83.2 36.9 1.4 31.3 4.2 46.3 16.6 8.1 4.1 7.4 8.8 1.3 
1961 . . . . 13.3 86.7 38.8 1.4 32.8 4 .6 47.9 16.6 8.1 4.3 8.4 9.0 1.5 
1962 . . . . . . . . 15.0 85.0 36.4 2 .0 30.0 4 .4 48.6 16.3 8.3 4.6 8.9 8.9 1.6 
1963 . . . . 16.7 83.3 35.8 2.0 29.6 4.2 47.5 15.3 8.6 4.6 8.3 8.9 1.8 
1964 . . . . 18.8 81.2 35.4 1.5 30.2 3.7 45.8 14.6 8.3 4 .4 8.6 8.3 1.6 



TABLE 67. INTERSECTORAL INCOME SHIFTS AND VARIATIONS IN SECTORAL SHARES OF INCOME BETWEEN SELECTED YEARS 

1947-49  1949-53 1953-55 1955-59 1959-61 1961-64 1953-59 1953-61 

Sector T V T V T V T V T V T V T V T V 

Agriculture and fishing -3.5 -20.0 5.0 35.7 -3 .3 -17.4 3.4 21.7 -5 .8 -30.4 5.5 41.4 0.1 0.5 -5 .7 -30.0 
Mining and quarrying — -9 .8 — -10.6 — 8.0 0.5 62.5 0.1 7.7 0.1 7.1 0.5 62.5 0.6 75.0 
Manufacturing 3.0 11.9 -2 .6 -9 .2 4.1 16.0 — 0.0 3.0 10.1 -2 .6 -7 .9 4.1 16.0 7.1 27.6 
Construction 2.5 62.5 -1 .2 -18.5 -0.5 -9 .4 -0.5 -10.4 0.3 7.0 -0 .9 -19.6 -1 .0 -18.9 -0.7 -13.2 
Commerce -5 .8 -26.6 -2 .3 -14.4 0.7 5.1 1.6 11.1 0.6 3.8 -2 .0 -12.0 2.3 16.8 2.9 21.2 
Transport, storage and 

communications 1.4 19.4 -0.3 -3.5 -0 .4 -4.8 0.2 2.5 — 0.0 0.2 2.5 -0 .2 -2 .4 -0 .2 -2 .4 
Housing and finance -0 .6 -8 .8 -0 .2 -3 .2 — 0.3 -2 .2 -36.7 0.5 13.2 0.1 2.3 -2 .2 -36.7 -1.7 -28.3 
General government services . 1.8 24.7 0.4 4.4 -0 .1 -1.1 -2.1 -22.3 1.1 15.1 0.2 2.4 -2 .2 -23.2 -1.1 -11.6 
Other services 1.3 15.8 1.2 12.6 -0.5 -4.7 -0 .9 -8 .8 -0 .3 -3 .2 -0.7 -7.8 -1 .4 -13.1 -1.7 -15.9 
Electricity, gas and water . . . -0.1 -5.5 — -5 .0 — 6.2 — -4.8 0.5 50.0 0.1 6.0 — 1.2 0.5 50.0 

Over-all magnitude of  shift... 10.7 6.6 4.8 5.7 6.1 6.2 7.0 11.1 

Note: 
T = Intersectoral income shifts  (as a percentage of  gross domestic income at current factor  cost). 
V = Variation in sectoral shares of  income (as a percentage of  the share itself), 

a The over-all magnitude of  the shift  is measured by adding together all the positive shifts. 



TABLE 68. ARGENTINA: ANNUAL INTERSECTORAL INCOME SHIFTS, 1947-64 

(Percentages  of  gross domestic  income at current  factor  cost) 

Non-agricultural  sectors 

Sectors  producing  goods  Sectors  producing  services 

Transport, 

Year 
Agriculture 
andfishing Sub-total 

Mining  and 
quarrying 

Manufac-
turing Construction Sub-total Commerce 

storage 
and commu-

nications 
Finance  and 

housing 

General 
government 

services 
Other 

services 

Over-ail 
Electricity,  magnitude  of 

gas and water  shifts  a 

1947 . . . . . . . . - 4 . 2 0.8 - 0 . 2 0.6 0 .4 3.4 5.9 — - 1 . 9 0.1 - 0 . 5 - 0 . 2 7.0 
1948 . . . . . . . . - 1 . 7 1.9 — 0.4 1.5 - 0 . 2 - 1 . 3 0.7 - 0 . 6 0.9 0.2 - 0 . 1 3.7 
1949 . . . . - 1 . 8 3.6 — 2.6 1.0 - 1 . 8 - 4 . 5 0.7 — 0.9 1.1 — 6.3 
1950 . . . . - 0 . 4 0.6 0.1 0.3 0.2 - 0 . 2 — - 0 . 2 - 0 . 1 - 0 . 1 0.2 — 0.8 
1951 2.4 - 2 . 0 - 0 . 2 - 1 . 3 - 0 . 5 - 0 . 4 1.1 - 0 . 5 - 0 . 4 - 0 . 7 0.2 - 0 . 1 3.7 
1952 . . . . - 1 . 9 0.2 0.1 0.4 - 0 . 3 1.7 - 1 . 4 1.0 0.2 0.7 1.2 — 3.6 
1953 4.9 - 2 . 6 — - 2 . 0 - 0 . 6 - 2 . 3 - 2 . 0 - 0 . 6 0.1 0.5 - 0 . 4 0.1 5.6 
1954 . . . . . . . . - 1 . 7 1.4 0.1 1.4 - 0 . 1 0.3 — - 0 . 1 0.1 0 .4 - 0 . 1 — 2.0 
1955 . . . . - 1 . 6 2.2 - 0 . 1 2.7 - 0 . 4 - 0 . 6 0.7 - 0 . 3 - 0 . 1 - 0 . 5 - 0 . 4 — 3.4 
1956 0.4 - 0 . 9 0.1 - 1 . 0 — 0.5 0.9 0.6 - 0 . 2 - 0 . 6 - 0 . 2 — 2.0 
1957 . . . . . . . . - 0 . 1 1.4 — 1.4 — - 1 . 3 1.2 — - 0 . 2 - 1 . 1 - 1 . 0 - 0 . 2 2.6 
1958 . . . . - 0 . 5 1.5 — 1.5 — - 1 . 0 - 1 . 3 - 0 . 5 - 0 . 4 1.1 - 0 . 2 0.3 2 .9 
1959 3.6 - 2 . 0 0.4 - 1 . 9 - 0 . 5 - 1 . 6 0.8 0.1 - 1 . 4 - 1 . 5 0.5 - 0 . 1 5.4 
1960 . . . . - 2 . 3 1.5 0.1 1.5 - 0 . 1 0.8 0.6 — 0.3 0.1 - 0 . 5 0.3 2.9 
1961 . . . . - 3 . 5 1.9 — 1.5 0 .4 1.6 — — 0.2 1.0 0.2 0 .2 3.5 
1962 1.7 - 2 . 4 0.6 - 2 . 8 - 0 . 2 0.7 - 0 . 3 0.2 0.3 0.5 - 0 . 1 0.1 3.4 
1963 1.7 - 0 . 6 • — - 0 . 4 - 0 . 2 - 1 . 1 - 1 . 0 0.3 — - 0 . 6 — 0.2 2.2 
1964 2.1 - 0 . 4 - 0 . 5 0.6 - 0 . 5 - 1 . 7 - 0 . 7 - 0 . 3 - 0 . 2 0.3 - 0 . 6 - 0 . 2 3.0 

a The over-all magnitude of  the shifts  is measured by adding together all the positive shifts. 



In 1954-55, there was a further  decrease of  3.3 per cent in agriculture's 
share of  total monetary income, but this time it represented a general income 
shift  towards manufacturing  industry, which received 4.1 per cent of  income 
and thus increased its share by 16 per cent in relative terms, since the 
remaining urban sectors, save commerce, lost ground. The shifts  were of  a 
similar kind in both years. Between 1955 and 1959, the trend of  change 
swung round again, and income moved towards agriculture from  services 
and construction; the share of  manufacturing  remained stationary, while those 
of  trade and transport improved. In this case, however, a comparison between 
the situation at the beginning and end of  the period will not give a true 

A picture of  the nature of  the shifts.  The increase in the share of  agriculture 
took place almost entirely in 1959, since its level remained constant up to 
1958. The standstill in the position of  industry was the result of  income 
received in 1957 and 1958 and lost again in the 1959 recession. The 
reduction in the share of  construction also took place in that year. On the 
other hand, the share of  the services sectors other than commerce and 
transport held steady throughout the period. 

In 1960 and 1961, the share of  agriculture again dropped, with a 
5.8 per cent income shift  towards urban activities (excluding other services), 
all of  which benefited  to more or less the same extent. But, in 1961-64, the 
trend turned again, and a 5.5 per cent shift  took place in favour  of  agri-
culture and away from  manufacturing,  commerce and construction, while 
the share of  the other services sectors remained intact (see table 68). 

Owing to these periodical and contradictory changes in the sectoral 
distribution of  monetary income, agriculture accounted for  a slightly larger 
share in 1964 than in 1947, while the sectors producing goods generated 
5.3 per cent more internal income and the producers of  services 6.6 per cent 
less. Among the former,  industry and mining came to have a much larger 
share than at the beginning of  the period. Of  the latter, the shares of 
transport and communications and of  government services increased, whereas 
that of  commerce dwindled by 7.2 per cent. 

(b) Annual variations in sectoral  income distribution 

The periodical changes of  direction of  the intersectoral income shifts 
are indicative of  the extent to which sectoral distribution was apt to vary. 
Before  analysing the factors  that underlay those shifts,  it would be as well 
to examine the degree of  annual variation over the whole of  the period 
under consideration. 

For this purpose it is just as important to measure these variations in 
relation to the total monetary income generated in the economy as in terms 
of  each sector's share of  that income (see table 69). 

The agricultural sector experiences the greatest variations in its share 
of  monetary income. Over the whole period, there was an average annual 

+ shift  of  1.8 per cent of  internal income to or from  the sector. A clearer idea 
of  what this means for  the sector itself  is given by the fact  that its share 
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TABLE 69. ARGENTINA : INTERSECTORAL INCOME SHIFTS AND VARIATIONS IN SECTORAL SHARES 
OF MONETARY INCOME 

Annual intersectoral  income shifts  Annual variations  in sectoral 
(percentages  of  gross domestic  income shares (percentages  of 
income at current  factor  cost) sectoral  shares) 

Average in Maximum  Average in Maximum 
absolute  absolute  • 

Sector  terms Positive  Negative  terms Positive  Negative 

Agriculture and fishing . . . 1.8 4.9 -3 .5 12.1 34.8 -20.8 
Mining and quarrying . . . 0.1 0.6 -0 .5 12.1 44.4 -25.0 
Manufacturing . . . 1.4 2.7 -2 .8 4.8 10.1 -8.5 
Construction . . . 0.4 1.5 -0 .6 7.8 37.5 -11.1 
Commerce . . . 1.0 1.2 -4 .5 6.2 7.8 -22.0 
Transport, storage 

and communications . . . 0.4 1.0 -0 .6 4.4 12.7 -6.7 
Housing and finance . . . 0.3 0.3 -1 .4 5.3 7.9 -26.9 
General government services . . . 0.7 1.1 -1 .5 8.1 14.3 -17.0 
Other services . . . 0.4 1.2 -1 .0 4.4 13.1 -10.0 
Electricity, gas and water 0.1 0.3 -0 .2 10.1 37.5 -20.0 

of  monetary income varied by 12 per cent on an average from  one year to 
the next. This sector is also one of  those whose share presents the greatest 
maximum variations, and is responsible for  the principal intersectoral income 
shifts  that occurred in the economy during the period in question. In fact, 
the sector's greatest annual loss, which it suffered  in 1961, represented 21 per 
cent of  its share, while its maximum gain (in 1953) amounted to 35 per cent 
of  its share in the previous year. The reason why agriculture experiences 
the greatest annual variations in relative income can be traced to changes 
in weather conditions, which dictate the volume of  output and the magnitude 
of  the fluctuations  in relative prices for  agricultural commodities. 

The shares of  mining, and of  electricity, gas and water, varied on 
similar lines to that of  agriculture in average terms and in their maximum 
degree of  variation, owing to the possibilities afforded  by the rapid growth 
of  those sectors during the period under consideration. 

At the other end of  the scale of  variability there are the manufacturing, 
and transport and communications sectors, whose shares show the greatest 
relative stability. In both cases, these varied from  4 to 5 per cent a year 
(on an average income shift  of  1.4 per cent in industry and of  0.4 per cent 
in transport), and underwent maximum positive variations of  10 per cent 
and negative variations of  less than that amount. 

Government services and construction show a moderate degree of 
variability. The annual variations in their shares averaged 8 per cent, 
although the maximum variation in the construction sector is one of  the 
highest in the economy. 

Commerce also lies midway along the scale of  variability, since it is 
linked up with different  possibilities in agricultural and industrial production, 
that is, with the sectors that have the smallest and the most stable share, 
respectively. 
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In short, the intersectoral income shifts  that occurred in the Argentine 
economy between 1947 and 1964 were fairly  sizable. 

The main shifts  took place between agriculture and non-agricultural 
activities as a whole. They averaged almost 2 per cent of  domestic income 
annually and when they were particularly sharp they transferred  as much as 
5 per cent into the agricultural sector and 3.5 per cent into urban activities. 

Being the most important, these shifts  indicate the degree of  annual 
variability in the sectoral distribution of  monetary income. If  the yardstick 
used is average magnitude, they will not appear particularly significant,  but 
a close examination of  external shifts,  which more than doubled the average 
figure,  shows that a high and irregular degree of  variability was a dis-
tinguishing feature  of  income distribution. 

In the non-agricultural sectors, the greatest income shifts  (though not 
in terms of  magnitude in relation to sectoral shares) took place in industry 
(1.4 per cent of  domestic income as an annual average) and commerce 
(1 per cent). These figures  were twice as high in years of  extremely marked 
variation. The degree of  variability was not, of  course, maintained at the 
same pitch throughout the period. The average intersectoral transfer  was 
generally larger in 1947-55 than in more recent years. 

(c) Influence  of  relative  prices and  of  changes in production  structure 
The changes in the sectoral distribution of  monetary income, measured 

by variations in each sector's share of  the current value of  gross domestic 
income af  factor  cost, are the result of  variations in the production structure 
as reflected  in sectoral contributions to the real product (in terms of  constant 
prices in a given year) and in relative price changes. 

The variation in a particular sector's share of  gross domestic income at 
current prices is usually the result of  a change in that sector's share of  the 
gross domestic product at constant prices (also measured at factor  cost) 
combined with the variation in the real prices received by the joint factors 
of  production employed in the sector. The changes in the latter may be 
regarded as a reflection  of  the changes in the sectoral allocation of  the 
economy's productive resources and in the productivity of  the factors 
employed in the sector. Fluctuations in the real prices received by the sector 
as remuneration for  the aggregate factors  of  production that it employs stem 
from  the variations in the relative price system in the economy. These 
variations may be viewed as operating through the changes in the nominal 
prices of  sectoral output and inputs, which together lead to variations in 
the nominal prices received by the joint factors  in the sector (or in the prices 
derived from  the gross sectoral product at factor  cost). It may also be 
assumed that the change in the relationship between sectoral implicit prices 
and the prices derived from  the over-all economic product gives rise to a 
change in the relative or "real" prices obtained by the joint factors  employed 
in the sector. What is involved therefore  is not a measurement of  real 
purchasing power in the sector in terms of  the goods and services that it 
can purchase. 
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TABLE 70. ARGENTINA: APPROXIMATE EFFECT OF CHANGES IN THE PRODUCTION 

(Percentages  of  gross domestic 
1 

Agriculture  and Mining  and 
fishing  quarrying  Manufacturing  Construction  Commerce 

Year  or period TA TB TA TB TA TB A B A B 

1948 . - 1 . 1 - 0 . 6 — — - 0 . 1 0.5 0.8 0.7 - 0 . 5 - 0 . 8 
1949 . - 0 . 9 - 0 . 9 — — 0.7 1.9 0.6 0 .4 - 1 . 4 - 3 . 1 
1950 . - 1 . 2 0.8 — 0.1 0.3 — 0.1 0.1 — — 

1951 . 0.5 1.9 0 .2 - 0 . 4 - 0 . 6 - 0 . 7 0 .2 - 0 . 7 0.1 1.0 
1952 . - 1 . 6 - 0 . 3 0.1 — 0.8 - 0 . 4 - 0 . 3 — - 0 . 9 - 0 . 5 
1953 . 3.4 1.5 — — - 1 . 7 - 0 . 3 - 0 . 4 - 0 . 2 - 1 . 1 - 0 . 9 
1954 . - 1 . 0 - 0 . 7 — 0.1 1.0 0.4 - 0 . 6 0.5 0.6 - 0 . 6 
1955 . - 0 . 6 - 1 . 0 — - 0 . 1 1.2 1.5 - 0 . 2 - 0 . 2 0.6 0.1 
1956 . - 1 . 0 1.4 — 0.1 1.0 - 2 . 0 - 0 . 2 0 .2 — 0.9 
1957 . - 1 . 0 0.9 — — 0.7 0.7 0 .4 - 0 . 4 0.4 0.8 
1958 . - 0 . 2 - 0 . 3 — — 0.8 0.7 — — — - 1 . 3 
1959 . 0.7 2.9 0.2 0 .2 - 0 . 9 - 1 . 0 - 0 . 2 - 0 . 3 - 0 . 9 1.7 
1960 . - 1 . 1 - 1 . 2 0.3 - 0 . 2 — 1.5 0 .2 - 0 . 3 1.2 - 0 . 6 
1961 . - 1 . 1 - 2 . 4 — — 0.8 0.7 0.1 0.3 1.0 - 1 . 0 
1962 . 0.5 1.2 0.3 0 .3 - 1 . 3 - 1 . 5 - 0 . 1 - 0 . 1 - 0 . 2 - 0 . 1 
1963 . 0.5 1.2 — — - 0 . 3 - 0 . 1 - 0 . 1 - 0 . 1 - 1 . 1 0.1 
1964 . 0.2 1.9 - 0 . 1 - 0 . 4 1.5 - 0 . 9 0 .2 - 0 . 7 - 0 . 4 - 0 . 3 
1947-49 . - 2 . 0 - 1 . 5 — — 0.6 2 .4 1.4 1.1 - 1 . 9 - 3 . 9 
1949-53 . 1.1 3.9 0.3 - 0 . 3 - 1 . 2 - 1 . 4 - 0 . 4 - 0 . 8 - 1 . 9 - 0 . 4 
1953-55 . - 1 . 6 - 1 . 7 — — 2.2 1.9 - 0 . 8 0.3 1.2 - 0 . 5 
1955-59 . - 1 . 5 4.9 0 .2 0.3 1.6 - 1 . 6 — - 0 . 5 - 0 . 5 2.1 
1953-59 . - 3 . 1 3.2 0 .2 0.3 3.8 0.3 - 0 . 8 - 0 . 2 0.7 1.6 
1959-61 . - 2 . 2 - 3 . 6 0.3 - 0 . 2 0.8 2 .2 0.3 — 2.2 - 1 . 6 
1953-61 . - 5 . 3 - 0 . 4 0.5 0.1 4.6 2.5 - 0 . 5 - 0 . 2 2.9 — 

1961-64 1.2 4.3 0 .2 - 0 . 1 - 0 . 1 - 2 . 5 — - 0 . 9 - 1 . 7 - 0 . 3 

A : Shift  caused by changes in the sectoral share of  the gross domestic product at 1960 prices measured at 
factor  cost. 

B : Shift  caused by changes in relative sectoral prices with respect to implicit prices derived from  the gross 
domestic product at factor  cost. 

Note  : The division of  income shift  (T) into or out of  a sector in a given year between the part attributable 
to the change in that sector's contribution to the real product (TA) and the part attributable to the change in its 
relative prices (TB) was calculated by the following  approximate method, with 

On the basis of  this outline, a rough measurement has been made of  the 
relative magnitude of  the influence  of  the changes in the production structure 
and in the relative price system on the annual variations in the sectoral 
distribution of  monetary income (see table 70). 

Since the total or sectoral product at current prices is equal to the 
product at constant prices multiplied by the index of  implicit prices derived 
from  the product, 
the share of  sector " i " in the product = the share of  sector " i " in the product 
at current prices at constant prices X the index of  relative prices for  sector " i " 

with respect to the implicit prices 
derived from  the over-all economy 
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STRUCTURE AND IN THE PRICE SYSTEM ON INTERSECTORAL INCOME SHIFTS, 1948-64 
income at current  factor  cost) 

Transport,  storage 
and 

communications 
Housing  and 

finance 
General 

government Other services 
Electricity,  gas 

and water 

Over-all  magnitude 
of  shifts  caused by 

both types of 
change a 

A B A B A B A B A B A B 

0.4 0.3 0.4 -1 .0 0.3 0.6 — 0.2 — -0 .1 1.8 2.4 
0.4 0.3 — — 0.4 0.5 0.7 0.4 — — 2.6 3.8 
0.2 - 0 . 4 — -0.1 0.2 -0 .3 0.1 0.1 — — 1.1 1.0 
0.1 -0 .6 -0.1 -0 .3 — -0 .7 -0 .5 0.7 — -0 .1 1.2 3.6 
0.2 0.8 0.5 -0 .3 0.4 0.3 0.9 0.3 — — 2.9 1.5 

-0 .4 -0 .2 -0 .1 0.2 -0 .2 0.7 -0 .2 -0 .2 — 0.1 3.8 2.2 
— -0 .1 -0 .1 0.2 -0 .1 0.5 -0 .1 — — — 1.8 1.6 
— -0 .3 -0 .4 0.3 -0 .5 — -0 .5 0.1 — — 2.0 1.8 

-0.1 0.7 — -0 .2 0.6 -1 .2 0.2 -0 .4 — — 1.6 3.6 
— — -0 .2 — -0 .3 0.8 -0 .3 -0 .7 — -0 .2 1.7 2.3 

-0.1 -0 .4 -0 .1 -0 .3 -0 .2 1.3 -0 .3 0.1 — 0.3 0.9 2.4 
— 0.1 0.4 -1 .8 0.5 -2 .0 0.5 — 0.1 -0 .2 2.2 5.1 
— — -0 .2 0.5 -0 .3 0.4 -0 .2 -0 .3 — 0.3 1.8 2.7 
— — -0 .1 0.3 -0 .4 1.4 -0 .3 0.5 0.1 0.1 2.0 3.4 

-0.1 0.3 0.2 0.1 0.3 0.2 -0 .1 — — 0.1 1.6 2.0 
-0 .2 0.5 — — 0.4 - 1 . 0 0.5 -0 .5 0.2 — 1.7 1.8 

— -0 .3 -0 .3 0.1 -0 .4 0.7 -0 .5 -0 .1 -0 .3 0.1 2.0 2.8 
0.8 0.6 0.4 -1 .0 0.7 1.1 0.7 0.6 — -0 .1 4.4 6.2 
0.1 -0 .4 0.3 -0 .5 0.4 — 0.3 0.9 — — 9.0 8.3 
— -0 .4 -0 .5 0.5 -0 .6 0.5 -0 .6 0.1 — — 3.8 3.4 

-0 .2 0.4 0.1 -2 .3 0.6 -2 .7 0.1 -1 .0 0.1 -0 .1 6.4 13.4 
-0 .2 — -0 .4 -1 .8 — -2 .2 -0 .5 -0 .9 0.1 -0 .1 10.2 16.8 

— — -0 .3 0.8 -0 .7 1.8 -0 .5 0.2 0.1 0.4 3.8 6.1 
-0 .2 — -0 .7 -1 .0 -0 .7 -0 .4 - 1 . 0 -0 .7 0.2 0.3 14.0 22.9 
-0 .3 0.5 -0 .1 0.2 0.3 -0 .1 -0 .1 -0 .6 -0 .1 0.2 5.3 6.6 

AA = percentage variation of  the contribution of  sector " i " to the product. 
AF = percentage variation in the contribution of  sector " i " to the monetary product. 
AB = percentage variation in relative prices of  sector " i ". 

a The over-all magnitude of  the shifts  caused by changes in the production structure and in the price system 
is measured by adding together all the positive shifts  attributable to such changes in each year. 

As both factors  have a multiplier effect,  which is occasionally contra-
dictory, each one's relative importance can best be gauged from  the 
relationship between their magnitudes. 

The deterioration in relative prices for  agricultural commodities and 
the decrease in the sector's share of  the real product as a result of  the 
stagnation of  agricultural production in 1948 and crop losses in 1949 played 
an equally important part in the income shift  from  agriculture to urban 
activities in 1947-49. Thus, agriculture's share of  income, which had already 
suffered  from  the effects  of  the bad harvests and the failure  of  output to 
grow, was further  reduced by the relative price policy, which was responsible 
in itself  for  a 1.5 per cent loss of  income for  the sector. 
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In 1948 and 1949 post-war industrial growth entered upon its final 
phase. In this setting of  industrial deceleration, it was the increasingly favour-
able state of  relative prices that enabled industry to enlarge its share of 
income, particularly in 1949, when there was a recessionist trend owing 
to the drop in real demand. In fact,  80 per cent of  the increase in industry's 
share of  income was due to the improvement in relative prices. 

In the other non-agricultural activities, relative prices mainly led to 
increases of  45 to 60 per cent in their share of  monetary income. Moreover, 
they were largely responsible for  the decrease in the share of  commerce, 
which was also due in part to the contraction in their contribution to the real 
product. The income shifts  to transport and government services, which 
were entirely due to relative prices, amounted to 0.6 and 1.1 per cent of 
domestic income respectively. The remainder of  the shifts  to these two sectors 
derived from  the increase in the magnitude of  their contribution to the 
real product. 

During this period, relative prices and changes in the production 
structure generally operated in the same way by shifting  income towards 
urban activities, but, of  the two, the latter had the stronger influence. 

The effect  of  relative prices on the shifts  that took place between 1949 
and 1953 was more irregular. They played a key part in a 5 per cent income 
shift  to agriculture, 80 per cent of  which was due to them. Throughout the 
period there was an improvement of  relative prices in agriculture; the 
sector's share of  income was therefore  determined by the trend of  production, 
which rose slightly in 1951 only to suffer  a severe relapse in 1952 and 
make an equally striking recovery in 1953. The price effect,  which was 
continuous save in 1952, represented a shift  of  3.9 per cent of  total income 
over the period as a whole. 

The deterioration in relative prices in the urban sectors generally had 
a greater impact than the decline in the sectoral contribution to the real 
product. The share of  industry in income was affected  as much by the 
temporary halt in industrial growth, whose effects  were exacerbated by the 
1952 agricultural recession, as by the policy of  favourable  relative prices 
for  agriculture. These prices led to an income shift  of  1.4 per cent from 
industry to agriculture, which accounted for  two-thirds of  the reduction in 
the share of  . industry. 

The influence  of  relative prices was also responsible for  two-thirds of 
the decline in the share of  the construction sector in monetary income. In 
commerce, on the other hand, their effect  was trifling.  However, the decrease 
in the shares of  such sectors as transport and mining, which stepped up their 
contribution to the real product, was likewise attributable to relative prices. 

The shift  of  income from  agriculture to urban activities in 1953-55 was 
only a partial reversal of  the previous trend. Changes in relative prices were 
generally less influential  than before,  and had a weaker impact than the 
changes in the production structure. 
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The reduction in the share of  agriculture was due in equal measure to 
the fall  in relative prices and to the slow rate of  production compared with 
the growth in the rest of  the economy. The favourable  trend of  relative prices 
for  agriculture was temporarily reversed in both 1954 and 1955. This in itself 
caused the sector a loss of  1.7 per cent in income in a total shift  of  3.3 per 
cent over the two years in question. During the first  year, their impact was 
somewhat blunted by the stagnation of  production. In 1955, however, ouput 
rose 4 per cent, and more than 60 per cent of  the contraction in the sector's 
share of  income was due to prices. 

Although relative prices improved in nearly all non-agricultural activi-
ties in construction and the natural growth services, their increase failed  to 
offset  these sectors' loss of  position in the production structure of  the 
economy. In commerce and transport, relative prices fell.  This had little 
effect  on the former's  share of  income but was wholly responsible for  the 
decline in that of  transport. 

In manufacturing,  which benefited  from  income shifts  from  all sectors 
of  the economy, an almost equally important part was played by the increase 
in relative prices and the rise in the growth rate over and above that in the 
rest of  the economy. Of  the two, the latter was rather more effective  in 
increasing the sector's share of  income. 

The short-lived swing back to favourable  relative prices for  industry led 
to a shift  of  1.9 per cent of  total income towards that sector during 1954 
and 1955. But, in view of  the pace of  industrial growth during the new phase 
of  import substitution, the influence  of  prices must have been responsible for 
less than half  the total shift  to the sector over those two years, which was 
about 4.1 per cent of  internal income. 

From 1955 to 1959, relative prices in general pulled against the changes 
in the production structure, and had a greater influence  on the variations in 
the sectoral distribution of  monetary income, on a par with the increasingly 
rapid rise in over-all prices. The stagnation of  agricultural production was 
more than offset  by a 33 per cent rise in relative prices, which led to a shift 
of  3.4 per cent of  income to agriculture. 

The influence  of  relative prices alone would have brought about a 4.8 per 
cent shift  in income during that period. Their actual effect  was thus nearly 
four  times as great as the negative effect  on the production side. 

The shift  of  income into agriculture in 1956 and 1959 was actually due 
to devaluations in the exchange rate. The 1956 devaluation, which restored 
agricultural prices to their position in 1953 in relation to the rest of  economy, 
sufficed  in itself  to bring 1.2 per cent more income into agriculture, but the 
static level of  production reduced the over-all shift  to 0.4 per cent. The 
maintenance of  the price ratio achieved in 1956 did not prevent the sector's 
share of  income from  being cut by 0.6 per cent in 1957-58 in keeping with 
the inadequate growth of  the sectoral product. The 1959 devaluation, which 
brought relative agricultural prices to pre-war levels, involved a shift  of 
2.9 per cent of  domestic income throughout the price system. The increase 
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in the sector's contribution to the product as a result of  the industrial 
recession raised the total shift  to 3.6 per cent of  domestic income, which was 
greater than the total net shift  to the sector between 1956 and 1959. 

Industry had the same share of  income in 1959 as in 1955. This was due 
to the fact  that the adverse trend of  relative prices was completely offset  by 
the growth of  the sectoral product at a much higher rate than the rest of  the 
economy, which raised its contribution to the total product. In fact,  the 
influence  of  prices alone during that period represented the loss of  2 per cent 
of  domestic income for  the sector. Their effect  was confined  to 1956 and 
1959, when the exchange rate was devalued. In 1956 it was equivalent to 
an income shift  of  2 per cent to other sectors, but industrial growth partly 
made up for  this. In 1957-58, relative prices were favourable  to industry, 
which accounts for  half  the shift  of  2.9 per cent in income into the sector 
in those two years, the other half  being due to the high rate of  industrial 
growth. In 1959, the negative influence  of  relative prices supplemented the 
effect  of  the industrial recession set off  by the fall  in domestic purchasing 
power as a result of  the policy of  stabilization; both factors  were equally 
responsible for  industry's loss of  1.9 per cent of  internal income. 

Both the increase in the share of  commerce, and the maintenance of  the 
share of  transport and communications during the whole period, were attri-
butable to the rise in their relative prices, which more than offset  the decrease 
in their share of  the real product. In 1958, however, the relative prices of 
both sectors had an adverse influence. 

In the other non-agricultural activities, with the exception of  mining, 
the income shifts  to other sectors were almost entirely due to the fall  in 
relative prices. 

The changes that took place between 1959 and 1961 are not unlike 
those that occurred in 1953-55, although variations in relative prices played 
a bigger part than the changes in the production structure, largely because the 
inflationary  process was gathering speed. 

More than 60 per cent of  the 5.8 per cent reduction in agriculture's 
share of  internal income was due to the deterioration in relative prices, and 
nearly 40 per cent to the stagnation and subsequent drop in production. The 
stability of  the exchange rate, coupled with the fall  in livestock prices in 1961, 
lowered relative prices in both 1960 and the following  year. In 1960, the 
failure  of  output to expand and the adverse influence  of  relative prices were 
equally responsible for  the sector's loss of  2.3 per cent of  internal income. 
In 1961, the effects  of  the drought were outweighed by the drop in relative 
prices, which represented 2.4 per cent of  the total income shift  of  3.5 per cent 
towards the other economic sectors. 

Three-quarters of  the 3 per cent income shift  into industry during the 
two years in question was due to the improvement in relative prices. An 
equivalent amount of  income was transferred  in both 1960 and 1961, but 
in the former  year the shift  was due exclusively to the influence  of  relative 
prices, while in the latter the rate of  industrial growth played an equally 
important part. 
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In mining, construction and trade, the main factor  was the rise in the 
growth rate, which outweighed the effecs  of  the fall  in relative prices. 

In services, on the other hand, where the slow growth rate reduced the 
sector's contribution to the real product, the rise in relative prices'increased 
its share of  monetary income. 

The income shift  towards agriculture between 1961 and 1964 was 
almost entirely attributable to the rise in relative prices, only a fifth  being due 
to the progress made by agricultural production in 1964. Out of  the total 
shift  of  5.5 per cent of  internal income into the sector over the whole period, 
4.4 per cent stemmed from  the influence  of  relative prices. This proportion 
remained virtually static throughout that period. The fact  that the shift  in 
1964 was 2.1 per cent as against 1.7 per cent in each of  the two preceding 
years was also due to a greater increase in relative prices, tantamount to a 
1.9 per cent shift  in internal income. 

The decrease in industry's share was wholly due to the decline in 
relative prices during the period as a whole. The sector lost 2.6 per cent 
of  internal income over the three years, owing to an adverse change of 
equivalent magnitude in relative prices. During the 1962-63 recession, 
industry lost 3.2 per cent of  internal income. Nearly 60 per cent of  this loss 
was due to the influence  of  relative prices and the remaining 40 per cent 
to the drop in the level of  activity, which was greater than elsewhere, 
because the recession originated in the industrial sector. In 1964, relative 
prices continued to fall,  and alone reduced the sector's share by 0.9 per cent. 
However, the recovery of  industry added 0.6 per cent to its share of  monetary 
income. 

The improvement of  relative prices in transport and government services 
brought about a slight increase in their shares, but in the remaining sectors, 
the decline in relative prices had very varied effects  (see tables 71 and 72). 

(d) Changes  in sectoral  distribution  between 1953 and  1959-61 

It is particularly useful  to look at the total shifts  which occurred in the 
three years for  which figures  are available on the size distribution of  income. 

In 1959, the share of  the agricultural sector was approximately what 
it was in 1953. Industry, by contrast, generated 4.1 per cent more of  the 
money income, increasing its share by 16 per cent. This shift  meant a decline 
in the share of  the construction sector and the services sectors, with the 
exception of  commerce, which increased its share by 17 per cent (2.3 per 
cent of  domestic income). The small mining sector also increased its share 
considerably. 

However, a comparison of  the sectoral distribution in 1961 with the 
distribution in 1953 shows a general shift  of  income, first  to the industrial 
sector and then to commerce. The share of  industry rose by 7.1 per cent of 
total income, an increase of  28 per cent, while the share of  trade rose by 
2.9 per cent of  total domestic income, an increase of  21 per cent. With the 
exception of  the energy-producing activities (mining, and electricity, gas 
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TABLE 71. ARGENTINA: RELATIVE SECTORAL PRICES INDEXES, 1947-64 A 

(Base:  1960 = 100) 

Non-agricultura!  sectors 

Sectors  producing  goods  Sectors  producing  services 

Banking, 
insurance y 

Transport,  and other 
storage  and financial  General 

Year 
Agriculture 
and fishing Total Sub-total 

Mining  and 
quarrying 

Manufac-
turing Construction  Sub-total Commerce 

communi-
cations 

institutions 
and housing 

government 
services 

Other 
services 

Electricity, 
gas and water 

1947 .... 16A 107.3 94.5 127.3 90.9 109.1 114.5 118.2 96.4 101.8 189.1 101.8 136.4 
1948 . . . . 74.2 107.6 98.5 127.3 93.9 125.8 113.6 113.6 100.0 112.1 165.2 106.1 125.8 
1949 . . . . 69.5 107.3 106.1 115.9 100.0 134.1 108.5 95.1 103.7 117.1 152.4 109.8 119.5 
1950 . . . . 72.9 106.2 105.2 132.3 100.0 136.5 107.3 96.9 99.0 112.5 146.9 111.5 112.5 
1951 82.4 103.8 101.5 101.5 96.9 124.4 105.3 102.3 91.6 104.6 138.2 113.0 91.6 
1952 . . . . 80.9 103.7 99.4 97.5 95.1 124.7 107.4 99.4 100.6 108.0 130.2 116.0 90.1 
1953 . . . . 88.4 102.9 97.7 90.2 94.2 119.1 106.9 93.1 98.8 117.9 137.0 113.9 95.4 
1954 . . . . 85.4 103.8 100.0 104.3 95.7 128.6 107.0 89.2 97.3 123.8 143.2 114.1 96.8 
1955 . . . . 80.3 104.8 102.9 100.0 100.5 124.0 106.7 90.4 94.2 124.0 145.7 115.4 98.1 
1956 . . . . 88.4 102.8 98.0 113.1 93.6 131.1 106.4 95.6 103.6 112.4 139.4 110.4 86.5 
1957 . . . . 92.2 101.6 98.7 112.1 96.1 116.3 104.2 100.3 103.9 101.6 138.8 102.6 73.3 
1958 . . . . 89.9 102.1 100.2 101.9 98.4 113.6 103.5 93.2 98.6 118.4 131.3 103.3 90.6 
1959 . . . . 106.4 98.6 97.5 125.8 95.1 108.3 99.5 103.9 100.0 94.0 88.9 103.8 80.2 
1960 . . . . 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1961 . . . . 85.2 102.8 102.3 84.7 102.5 106.7 103.1 94.0 101.1 120.6 107.6 103.1 104.8 
1962 . . . . 92.9 101.4 99.3 108.1 97.5 109.2 103.0 93.1 105.2 123.0 110.0 102.5 97.2 
1963 . . . . 100.2 100.0 98.7 107.0 97.2 105.8 101.0 93.7 111.0 110.7 106.6 95.1 100.1 
1964 . . . . 107.7 98.4 96.4 101.9 96.6 93.1 100.1 92.2 107.2 108.9 109.0 89.6 80.8 

a Relations between implicit price indexes derived from  the sectoral product at factor  cost and the implicit price index derived from  the gross domestic income at factor  cost. 



TABLE 72. ARGENTINA: ANNUAL INCREASES IN SECTORAL RELATIVE PRICES, 1948-64 

(Percentage  variations) 

Non-agr  i cultural  sectors 

Sectors  producing  goods  Sectors  producing  services 

Transport  General 

Year 
Agriculture 
and fishing Total Sub-total 

Mining  and 
quarrying 

Manufac-
turing Construction Sub-total Commerce 

and com-
munications 

government 
services 

Housing  and 
finance 

Other 
services 

Electricity, 
gas and water 

1948 . . . . . . . . - 2 . 9 0.3 4 .2 — 3.3 15.3 - 0 . 8 - 3 . 9 3.7 10.1 - 1 2 . 6 4 .2 - 7 . 8 
1949 . . . . . . . . - 6 . 3 - 0 . 3 7.7 - 9 . 0 6.5 6.6 - 4 . 5 - 1 6 . 3 3.7 4.5 - 7 . 7 3.5 - 5 . 0 
1950 4.9 - 1 . 0 - 0 . 8 14.2 — 1.8 - 2 . 1 1.9 - 4 . 5 - 3 . 9 - 3 . 6 1.5 - 5 . 9 
1951 . . . . 13.0 - 2 . 3 - 3 . 5 - 2 3 . 3 - 3 . 1 - 8 . 9 - 1 . 9 5.6 - 7 . 5 - 7 . 0 - 5 . 9 1.3 - 1 8 . 6 
1952 . . . . - 1 . 8 - 0 . 1 - 2 . 1 - 3 . 9 - 1 . 9 0.2 2.0 - 2 . 8 9.8 3.3 - 5 . 8 2.7 - 1 . 6 
1953 . . . . 9.3 - 0 . 8 - 1 . 7 - 7 . 5 - 0 . 9 - 4 . 5 - 0 . 5 - 6 . 3 - 1 . 8 9 .2 5.2 - 1 . 8 5.9 
1954 . . . . . . . . - 3 . 4 0 .9 2.4 15.6 1.6 8.0 0.1 - 4 . 2 - 1 . 5 5.0 4.5 0.2 1.5 
1955 . . . . . . . . - 6 . 0 1.0 2.9 - 4 . 1 5.0 - 3 . 6 - 0 . 3 1.3 - 3 . 2 0 .2 1.7 1.1 1.3 
1956 . . . . 10.1 - 1 . 9 - 4 . 8 13.1 - 6 . 9 5.7 - 0 . 3 5.8 10.0 - 9 . 4 - 4 . 3 - 4 . 3 - 1 1 . 8 
1957 . . . . 4.3 - 1 . 2 0.7 - 0 . 9 2.7 - 1 1 . 3 - 2 . 1 4.9 0.3 - 9 . 6 - 0 . 4 - 7 . 1 - 1 5 . 3 
1958 . . . . . . . . - 2 . 5 0.5 1.5 - 9 . 1 2.4 - 2 . 3 - 0 . 7 - 7 . 1 - 5 . 1 16.5 - 5 . 4 0.7 23.6 
1959 . . . . 18.4 - 3 . 4 - 2 . 7 23.5 - 3 . 4 - 4 . 7 - 3 . 9 11.5 1.4 - 2 0 . 6 - 3 2 . 3 0.5 - 1 1 . 5 
1960 . . . . . . . . - 6 . 0 1.4 2.6 - 2 0 . 5 5.2 - 7 . 7 0.5 - 3 . 8 — 6.4 12.5 - 3 . 7 24.7 
1961 . . . . - 1 4 . 8 2.8 2.3 - 1 5 . 3 2.5 6.7 3.1 - 6 . 0 1.1 20.6 7.6 3.1 4.8 
1962 9.0 - 1 . 4 - 2 . 9 28.1 - 4 . 9 2.3 - 0 . 1 - 1 . 0 4.1 2.0 2.2 - 0 . 6 - 7 . 3 
1963 7.9 - 1 . 4 - 0 . 6 - 1 0 . 1 - 0 . 3 - 3 . 1 - 1 . 9 0.6 5.5 - 1 0 . 0 - 3 . 1 - 6 . 9 3.0 
1964 . . . . 7.5 - 1 . 6 - 2 . 3 - 4 . 8 - 0 . 6 - 1 2 . 0 - 0 . 9 - 1 . 6 - 3 . 4 2.2 11.6 - 5 . 8 - 1 9 . 3 



and water), whose share of  income increased relatively sharply, the other 
sectors lost ground. The share of  the agricultural sector fell  by 30 per cent, 
losing 5.7 per cent of  total income; the share of  the construction and services 
sectors also fell  by between 10 per cent and 30 per cent, except for  the 
transport sector whose share remained virtually constant. 

The share of  agriculture in money income was almost identical in 1953 
and 1959. This is because agricultural stagnation was offset  by the improve-
ment in the relative prices of  the sector. The fact  that the agricultural product 
in 1959 was almost the same as in 1953 should have meant a shift  of 
3.1 per cent of  domestic income to the rest of  the economy, which at the 
time had a 4 per cent annual growth rate, but the movement of  relative prices 
in favour  of  agriculture was equivalent to a shift  of  3.2 per cent of  domestic 
income. Most of  this was due to the devaluation of  1959, as a result of 
which changes in relative prices were equivalent to a shift  of  2.9 per cent 
of  domestic income to the agricultural sector. 

The considerable increase in the share of  the industrial sector (4.1 per 
cent of  income) was almost exclusively due to its increased contribution to 
the real product; in 1953 the real industrial product was 21.4 per cent of 
the total product, while in 1959 it was 31.2 per cent. This is simply a 
reflection  of  the fact  that the industrial sector grew at an annual rate of 
5.6 per cent between those two years, while the rest of  the economy grew 
at an annual rate of  3.3 per cent. The relative growth of  the industrial sector 
in real terms would alone have meant a shift  of  3.8 per cent of  money income. 

The remainder (less than a tenth) of  the total shift  to the sector between 
1953 and 1959 is attributable to relative prices. 

The special events that occurred in 1959 — the industrial recession and 
the swing in relative prices in favour  of  agriculture — reduced the share of 
the industrial sector in domestic income, as is demonstrated by the fact  that 
between 1953 and 1958 shifts  to the sector totalled 6 per cent of  income, 
80 per cent of  these shifts  being attributable to the fact  that the sector grew 
at a different  rate from  that of  the rest of  the economy. The devaluation of 
1959 did not entirely offset  the increase in the share of  industry because of 
changes in relative prices since 1953, mainly at the expense of  the services 
sectors. 

Of  the increase in the share of  commerce, on the other hand, 70 per cent 
was due to the improvement in relative prices in the sector in 1959, which 
paralleled the rise in agricultural prices; only 30 per cent of  the shift  of 
2.3 per cent of  domestic income to the sector between 1953 and 1959 is 
attributable to the increase in its contribution to the real product, despite the 
decline brought about by the recession. 

Of  the shift  away from  construction in both years, 80 per cent is 
attributable to the sector's loss of  importance in the production structure of 
the economy; only 20 per cent was due to the relatively insignificant  decline 
in relative prices in the sector. 
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In 1959 the transport and communications sector had virtually the same 
share of  income as in 1953, since both its relative prices and its contribution 
to the product had remained constant. Neither of  these factors  was affected 
by the crisis of  1959. 

The services sectors, whose relative share of  money income declined 
considerably between 1953 and 1959, shifted  income to the rest of  the 
economy mainly through the effect  of  relative prices. Thus, the changes which 
occurred in 1959 only involved an intensification  of  the trend prevailing up 
to 1958. 

The total shift  away from  the government sector of  the 2.2 per cent 
of  total income it had accumulated between 1953 and 1959 was due to the 
drop in real prices throughout almost the entire period as a result of  the 
policy of  wage restraint accompanying efforts  to reduce the government 
deficit.  By contrast, the policy to restrain spending did not have lasting effects 
on the sector's contribution to the product, which increased slightly up to 
1958 ; it was only in 1959, when the stabilization programme came into 
effect,  that this increase, which had to a small extent made up for  the 
unfavourable  effect  of  prices, was eliminated. The same was true in the 
housing and finance  sector, where the almost constant fall  in relative prices, 
owing to rent legislation, was responsible for  80 per cent of  the decline in the 
sector's share of  income. The marked increase in the general price level 
which occurred in 1959 had the effect  of  accentuating the lag in real prices 
in the sector. 

The shift  of  1.4 per cent of  total income away from  other services was 
also due in the main to the decline in relative prices; but the events of  1959 
were not responsible for  these changes, since the decline had begun earlier. 

A comparison of  the sectoral distribution of  income in 1961 and 1953 
shows that the shifts  differ  in one important respect from  those which occurred 
between that year and 1959; the share of  the agriculture sector, far  from 
remaining constant dropped by 5.7 per cent of  domestic income. As the 
relative prices in agriculture temporarily declined, their 1961 level, which 
was slightly lower than that of  1953, automatically wiped out shifts  to the 
sector as a result of  prices; thus the sector's share depended entirely on its 
falling  contribution to the real product, which diminished further  in 1961 
because of  climatic conditions to 15.6 per cent of  the real product, as 
compared to 21.3 per cent in 1953 and 17.9 per cent in 1959. The total 
effect  of  the structural stagnation of  sectoral production and its decline in 
1961 was equivalent to a shift  of  5.3 per cent of  domestic income. 

Of  the increase in the share of  the industrial sector, 65 per cent was 
due to the increase in its contribution to the real product. After  industrial 
production had recovered from  the recession of  1959, the rate of  growth of 
industry moved ahead of  that of  the rest of  the economy. This change in 
the production structure had a greater effect  than in 1959, being equivalent 
to a shift  of  4.6 per cent of  domestic income between 1953 and 1961. Unlike 
what happened between 1953 and 1959, the temporary improvement of 
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relative industrial prices together with the maintenance of  the exchange rate 
was reflected  in a shift  to industry of  2.5 per cent of  income. 

In the other sectors, a comparison of  their shares in 1953 and 1961 
shows almost the same shifts  that occurred between 1953 and 1959. More-
over, the effects  of  the changes in the structure of  production and in the price 
system had approximately the same relative influence  on these shifts  that 
they had during 1953-61. Two exceptions only are worthy of  note. The 
increase in the share of  commerce was entirely due to its increased contribu-
tion to the real product, since between 1959 and 1961 its relative prices 
returned to the 1953 level, paralleled by the decline in the relative prices 
of  agriculture. The other sector which is somewhat different  is the govern-
ment sector, whose share dropped between 1953 and 1961 by 1.7 per cent 
of  money income, i.e., by less than the decline between 1953 and 1959. This 
was due to the rise in wages, which meant that the decline of  real prices 
in the sector became less important than the decline in the sector's contribu-
tion to the real product. This change is due to the fact  that between 1959 
and 1961 there was a change of  emphasis in government policy to restrain 
consumer expenditure; instead of  holding down staff  earnings the government 
concentrated on reducing the proportion of  the labour force  absorbed by 
the sector. 

(e) Changes  in the sectoral  structure  of  the real product 

Since changes in the production structure of  the economy influence  the 
variations in the sectoral distribution of  money income, it is useful  to look 
at the most outstanding features  of  the variations in the production structure 
as reflected  in the changing contribution of  the various sectors to the real 
product. 

First, it must be pointed out that the annual variation in the contribution 
of  each sector to the real product is smaller than the variation in its share 
of  money income. This is the result of  the fact  that, as observed earlier, 
changes in relative prices tend to have a greater influence  on intersectoral 
shifts  of  money income, exceeding in scope the effect  of  intersectoral changes 
in the real product. 

The changes that occurred in the production structure of  Argentina 
between 1946 and 1965 are characterized by a considerable decline in the 
share of  agriculture and a corresponding increase in the share of  industry. 
Thus, the trend prevailing throughout the present century continued, although 
the rate of  change was much higher than in the twenty years immediately 
preceding the period under study (see table 73). 

Between 1946 and 1965 the share of  the agricultural sector in the 
domestic product decreased by 31 per cent in relative terms, while the share 
of  the industrial sector increased by 20 per cent, and services as a whole 
by 3 per cent. 
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TABLE 73. ARGENTINA : SECTORAL STRUCTURE OR REAL GROSS DOMESTIC PRODUCT 

(Percentages  of  real  gross domestic  product  at factor  cost, at 1960 prices) 

Non-agricultural  sectors 

Sectors  producing  goods Sectors  producing  services 

Year 
Agriculture 
and fishing Total 

Mining  and Manu/ac-
Sub-total  quarrying  turing  Construction  Sub-total Commerce 

Banking, 
insurance 

Transport,  and other 
storage  and financial  General 

communi- institutions,  government 
cations  and housing services 

Other 
services 

Electricity, 
gas and water 

1946 . . . 23.9 76.1 32.5 0.7 27.6 4.2 43.6 15.4 7.4 4.0 7.0 9.0 0.8 
1947 . . . 22.7 77.3 31.9 0.6 27.6 3.7 45.4 18.4 7.5 3.6 7.1 8.0 0.8 
1948 . . . 21.6 78.4 32.5 0.6 27.5 4.4 45.9 18.0 7.9 3.8 7.4 8.0 0.8 
1949 . . . 20.2 79.8 33.6 0.6 28.2 4.8 46.2 16.7 8.3 4 .0 7.7 8.6 0.9 
1950 . . . 18.7 81.3 34.4 0.7 28.8 4.9 46.9 16.6 8.5 4.2 7.9 8.8 0.9 
1951 . . . 19.3 80.7 33.7 0.7 28.0 5.0 47.0 16.7 8.6 4.1 7.9 8.7 1.0 
1952 . . . 17.5 82.5 34.6 0.8 29.0 4.8 47.9 15.8 8.8 4.5 8.3 9.5 1.0 
1953 . . . 21.3 78.7 32.7 0.8 27.4 4.5 46.0 14.7 8.4 4 .4 8.1 9.4 1.0 
1954 . . . 20.3 79.7 33.3 0.8 28.4 4.1 46.4 15.3 8.4 4.3 8.0 9.3 1.1 
1955 . . . 19.6 80.4 34.3 0.8 29.6 3.9 46.1 16.0 8.4 4 .2 7.5 8.9 1.1 
1956 . . . 18.3 81.7 35.1 0.8 30.6 3.7 46.6 16.0 8.3 4 .2 7.9 9.1 1.1 
1957 . . . 17.4 82.6 36.3 0.8 31.4 4.1 46.3 16.4 8.2 4.1 7.6 8.8 1.2 
1958 . . . 17.2 82.8 37.2 0.8 32.2 4.2 45.6 16,4 8.1 4 .0 7.4 8.5 1.2 
1959 . . . 17.9 82.1 36.2 1.0 31.2 4 .0 45.9 15.4 8.1 4.3 7.8 9.1 1.2 
1960 . . . 16.8 83.2 36.8 1.4 31.2 4.2 46.4 16.7 8.1 4.1 7 .4 8.8 1.3 
1961 . . . 15.6 84.4 37.9 1.6 32.0 4.3 46.5 17.7 8.0 4.0 7.0 8.4 1.4 
1962 . . . 16.1 83.9 36.7 1.9 30.7 4 .0 47.3 17.5 7.9 4.2 7.2 8.8 1.7 
1963 . . . 16.6 83.4 36.2 1.9 30.4 3.9 47.0 16.3 7.7 4 .4 7.5 9.3 1.8 
1964 . . . 16.8 83.2 37.8 1.8 32.0 4.0 45.4 15.9 7.7 4.1 7.0 8.8 1.9 
1965 . . . 16.3 83.7 38.9 1.8 33.1 4 .0 44.8 16.3 7.7 3.9 6.5 8.5 1.9 



The variations in the sectoral shares of  the real product are an indication 
of  the level and direction of  the change in the production structure. In the 
case of  Argentina, they are more the result of  disparities in the sectoral 
growth rates than of  absolute declines in the product of  some sectors and 
increases in others. 

While the economy as a whole grew during the period under study at 
an annual rate of  3.1 per cent, the agricultural sector was relatively sluggish 
since its product increased at an annual rate of  1.1 per cent while the annual 
rates of  increase were 4.2 per cent for  the industrial product and 3.2 per cent 
for  services. 

These general trends are not uniform  throughout the period because 
sectoral growth was not uniform.  Changes in the sectoral shares were domi-
nated by the changing rate at which industry developed and by fluctuations 
in the comparative stagnation of  agriculture. 

During the period 1947-50 the share of  the agricultural sector declined 
considerably because its product dropped by 5.3 per cent each year. 

The subsequent recovery of  agricultural production during the period 
1951-55, which resulted in an average annual growth rate of  4.1 per cent, 
raised the share of  agriculture in the product to levels almost equal to those 
of  1947-50. From 1965 on, however, the share of  the agricultural sector fell 
sharply, its product diminishing at a rate of  0.3 per cent between 1955 
and 1958 and 0.9 per cent between 1958 and 1961. The subsequent 
recovery, until 1965, in the level of  activity of  the sector (a 2.9 per cent 
annual growth rate during 1962-1965) did not substantially alter the trend 
which had begun in 1956. It merely meant that the sectoral share remained 
at slightly more than 16 per cent of  the real product. Industrial activities 
increased during almost all the sub-periods, at higher annual rates than the 
rest of  the economy, which is the reason for  indusrty's sustained trend towards 
an increased share of  the product throughout the period. Between 1947 and 
1950, its share increased at a constant rate. During the period 1951-54 it 
fluctuated  around the level it had reached in 1950, about 29 per cent of  the 
product, and between 1955 and 1958 the clearly rising trend continued with 
an annual growth rate of  6.9 per cent — as compared to 4.1 per cent for 
the economy as a whole. The irregularity of  industrial growth after  1959, 
when it had a growth rate of  2.2 per cent — lower for  the first  time than 
that of  the economy as a whole — meant that the share of  the sector 
remained equal to or lower than the 32 per cent of  the product it had 
attained in 1958. Only in 1965 did it exceed this level. 

Apart from  these general trends in the production structure, there were 
some other changes which are of  interest. On the one hand, the share of  the 
government sector, although similar at the beginning and the end of  the 
period, was larger between 1950 and 1954 because of  the policy of 
expanding government services applied until 1954. 

On the other hand, although they have little weight in the total, the 
increases in the share of  the mining and quarrying sector, which tripled, and 
of  the electricity, gas and water sector, which doubled, were also striking. 
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The slight increase in the combined share of  the service sectors is the 
result of  different  sectoral trends. The share of  commerce remained virtually 
stationary throughout the period 1947-65. Transport and communications 
increased their share up to 1955 and then returned to roughly the same level 
at the beginning of  the period. 

The contribution of  each sector to the real product (in this case at 1960 
prices) is the result of  the sectoral distribution of  the human resources 
available and of  the level of  productivity per employed person prevailing in 
each sector of  economic activity. This means that the changes in the sectoral 
structure of  the real product mentioned above are due as much to changes in 
the sectoral distribution of  wage-earners as to variations in the product per 
wage-earner in each sector. 

In general during the period 1946-53 there were no significant  varia-
tions in the product per worker, either in the economy as a whole or in most 
of  the urban sectors. Only in the agricultural sector did productivity vary 
with the ups and downs of  production. Consequently, except for  a few  rela-
tively minor annual fluctuations  in sectoral productivity, the changes in the 
sectoral structure of  the real product during the period are generally 
associated with recessions, and except in agriculture, represent the inter-
sectoral shifts  of  wage-earners. 

Between 1953 and 1965, on the other hand, productivity increased both 
in the economy as a whole and in some urban sectors and in agriculture. 
Consequently, the changes in the sectoral structure of  the product are due 
to the combined effect  of  all the different  changes in sectoral productivity 
and of  shifts  of  wage-earners from  one sector to another. Of  these two 
factors,  however, the intersectoral differences  in the variations of  the product 
per worker had a greater influence  on changes in the production structure 
than shifts  in the labour force. 

3 . REGIONAL DISTRIBUTION 

The estimates of  the product at current prices by regions which are 
available for  1953, 1958 and 1959 provide an approximate idea of  the 
changes that occurred in the regional distribution of  income during this 
period. 

According to these estimates, the regional distribution of  the product 
was reasonably stable between 1953 and 1958. In 1959, however, the sharp 
variations in relative prices and the decline in the activity of  most sectors, 
caused changes in the regional distribution of  income similar to those that 
had occurred in the five  previous years. 

It must be pointed out that the assumptions used in these estimates may 
tend to disguise the effect  of  certain structural changes, particularly changes 
relating to the placing of  new investments; but on the whole the picture they 
give of  regional imbalances is fairly  precise and the trend they reveal 
is clear. 
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Within this context of  relative stability in the regional pattern of 
distribution, the over-all differences  between the twenty-four  provincial 
administrative units became less sharp. The average relative difference 
between these units was as follows: 

The size of  the over-all differences  depends on what administrative units 
are taken as distinct geographical units. The trend towards less acute differ-
ences is for  the most part due to the fact  that Greater Buenos Aires was 
viewed as a single unit. If  the federal  capital is considered separately from 
the suburban areas, which administratively are part of  the province of 
Buenos Aires, the trend in the over-all differences  is in opposite direction: 
the differences  became considerably more pronounced between 1953 and 
1958, and this trend continued between 1958 and 1959. However, it would 
not really be sensible to use political divisions alone and to ignore the fact 
that the federal  capital and the parts of  the province surrounding it have now 
become a single large conurbation. A separate analysis of  both sub-areas 
would only reveal geographical differences  within the metropolitan area. On 
the other hand, there are substantial shifts  of  factor  income between the two 
sub-areas; in this case, therefore,  it would be quite unsound to assume that 
the differences  in the per capita product represent disparities in the income 
received by the residents of  each sub-area (see table 74). 

The reduction in regional disparities between 1953 and 1958 is 
obviously the result of  two conflicting  kinds of  shift.  First, the relative 
position of  some administrative units with a higher-than-average per capita 
product declined, particularly the provinces of  Buenos Aires and Rio Negro. 
There was only a very slight decline, however, in Greater Buenos Aires. These 
declines were balanced by increases in the shares of  more than half  the 
provinces with a product below the national average, particularly San Juan 
and Tucumán, whose per capita product was approximately 50 per cent of 
the national average, and the group of  provinces at the lower income levels. 
However there were also shifts  of  income which tended to increase regional 
disparities, but on a scale which only partially counteracted the changes 
which made for  greater regional parity. The main changes of  this kind were 
the increase in the share of  Mendoza — whose share was roughly equal 
to the national average — and the decline in the shares of  the other provinces 
with a lower-than-average per capita product, particularly those with a pro-
duct between 30 and 40 per cent of  the national average. In general, these 
variations in the relative shares of  the different  administrative units did not 
involve any great change in their relative positions in the regional income 
pyramid. The only marked shifts  were the increases in the relative share of 
San Juan and Tucumán at the average-income level, and the decline in that 
of  Formosa and Misiones at the low-income level. 

1953 
1958 
1959 

31.3 per cent 
29.5 per cent 
28.0 per cent 
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TABLE 74. REGIONAL DISTRIBUTION OF GROSS DOMESTIC INCOME 

1 

Administrative  units 

1953 1958 1959 

1 

Administrative  units 

Percentage  share Percentage  share Percentage  share 

1 

Administrative  units 

Per capita 
product  (per-
centage of 
the national 

average) 
Of  total 

population 

Of  gross 
domestic 

product  at 
factor  cost 

Relative 
difference 

Per capita 
product  (per-

centage of 
the national 

average) 
Of  total 
population 

Of  gross 
domestic 

product  at 
factor  cost 

Relative 
difference 

Per capita 
product  (per-

centage of 
the national 

average) 
Of  total 

population 

Of  gross 
domestic 

product  at 
factor  cost 

Relative 
difference 

Tierra del Fuego 247 0.04 0.10 0.06 265 0.05 0.13 0.08 324 0.04 0.12 0.08 
Santa Cruz 200 0.24 0.48 0.24 215 0.26 0.55 0.29 234 0.26 0.61 0.35 
Chubut 139 0.68 0.95 0.27 137 0.70 0.97 0.27 144 0.71 1.02 -0.31 
Greater Buenos Aires .. 138 31.17 42.99 11.82 135 33.00 44.73 11.73 127 33.45 42.62 9.17 
Rio Negro 135 0.69 0.93 0.24 118 0.88 1.04 0.16 94 0.92 0.86 -0.06 
Buenos Aires (remainder) 119 15.50 18.52 3.02 114 14.89 16.75 1.86 126 14.75 18.56 3.81 
La Pampa 101 0.94 0.95 0.01 104 0.83 0.87 0.04 134 0.81 1.09 0.28 
Mendoza 98 3.93 3.88 -0.05 107 4.08 4.37 0.29 95 4.10 3.90 -0.20 
Santa Fé 89 10.16 9.13 -1.03 90 9.58 8.61 -0.97 98 9.45 9.27 -0.18 
Jujuy 73 1.13 0.83 -0.30 80 1.18 0.95 -0.23 76 1.19 0.90 -0.29 
Córdoba 71 9.25 6.57 -2.68 70 8.94 6.31 -2.63 81 8.87 7.23 -1.64 
San Juan 66 1.72 1.14 -0.58 100 1.75 1.76 0.01 73 1.76 1.28 -0.48 
Chaco 65 2.73 1.78 -0.95 62 2.70 1.68 -1.02 61 2.69 1.63 -1.06 
Tucumán 64 3.84 2.49 -1.35 75 3.89 2.93 -0.96 62 3.90 2.41 -1.49 
Neuquén 63 0.56 0.35 -0.21 58 0.56 0.33 -0.23 56 0.55 0.31 -0.24 
Entre Ríos 63 4.55 2.88 -1.67 58 4.17 2.44 -1.73 65 4.10 2.68 -1.42 
Formosa 59 0.80 0.47 -0.33 44 0.86 0.38 -0.48 45 0.88 0.39 -0.49 
Salta 58 1.96 1.14 -0.82 54 2.04 1.09 -0.95 60 2.05 1.23 -0.82 
San Luis 52 0.97 0.51 -0.46 51 0.90 0.46 -0.44 59 0.88 0.52 -0.36 
Misiones 47 1.75 0.82 -0.93 36 1.90 0.69 -1.21 31 1.93 0.61 -1.32 
Corrientes 46 3.06 1.40 -1.66 49 2.82 1.37 -1.45 47 2.76 1.31 -1.45 
La Rioja 41 0.68 0.28 -0.40 46 0.65 0.30 -0.35 42 0.65 0.28 -0.37 
Santiago del Estero 40 2.74 1.09 -1.65 37 2.49 0.92 -1.57 34 2.43 0.82 -1.61 
Catamarca 35 0.91 0.32 -0.59 42 0.88 0.37 -0.51 40 0.87 0.35 -0.52 

TOTAL 100 100.00 100.00 100 100.00 100.00 100 100.00 100.00 
-0.52 

Average relative 
100.00 

difference 31.32 29.46 28.00 



The abnormal events of  1959 accentuated the trend towards a decrease 
in regional income disparities. The nature of  the changes in the relative share 
of  the various administrative units indicates, however, that most of  the 
changes are attributable to the movement of  relative prices in favour  of 
agriculture and, above all, to the economic recession that, relatively speaking, 
most affected  industry — and within industry, its most dynamic activities — 
and marketing and transport services. 

The decline in the general level of  disparities is most of  all due to the 
drop in the relative share of  Greater Buenos Aires. Unlike what happened 
between 1953 and 1958, when there was almost no variation in the position 
of  Greater Buenos Aires, compared with the rest of  the country, in the 
changes that occurred between 1958 and 1959, 65 per cent of  the shifts  of 
income which helped to diminish regional disparities came from  Greater 
Buenos Aires, whose per capita product fell  by 22 per cent compared with 
the rest of  the country. The other variations that reduced regional disparities 
were improvements in the relative shares of  Córdoba, Entre Ríos, Salta and 
San Luis. 

There were also changes in the share of  income which tended to increase 
regional disparities although they were on a scale which only partially 
counterbalanced the changes working in the opposite direction. The provinces 
of  Buenos Aires and Santa Fé increased their relative per capita product, 
while the other provinces below the national average decreased theirs. 

Medium-term trends between 1953 and 1959 helped to diminish 
regional income differences  and this was reflected  in an improvement of  the 
relative income at the medium-income level, comprising the provinces with 
a per capita product not lower than 55 per cent of  the national average. 

As the effects  of  the distortions of  1959 were added to the medium-term 
changes that took place between 1953 and 1958, regional differences 
became temporarily less sharp, largely owing to the drop in the relative share 
of  Greater Buenos Aires in the total national income. This happened after 
1959 as well. A study of  the income generated in Greater Buenos Aires 
covering the period 1959-63 concludes that predominantly industrial recess-
ions of  the kind that occurred in 1959 and 1962-63 had the effect  of  tempo-
rarily reducing the share of  Greater Buenos Aires in income, an effect  which 
was felt  in addition to the slow decline that was in evidence at least up to 
1963. This is primarily due to the large relative share of  industrial activities 
in the area; but the special make-up of  the industrial sector in Greater 
Buenos Aires, with a large proportion of  activities which are particularly 
affected  by this kind of  recession, also exerted an influence. 
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Chapter VI 

THE REDISTRIBUTIVE EFFECTS 
OF ECONOMIC POLICY 

The aim of  this chapter is to evaluate to what extent and in what 
direction economic policy has influenced  income distribution in Argentina 
since the Second World War. The analysis points up, in particular, the impact 
of  economic policy on income distribution by levels. However, as in the 
analysis of  changes in income distribution in the post-war period, this chapter 
will deal with the influence  of  changes in economic policy on variations in 
income distribution by sectors, functions  and socio-economic groups. 

For the purposes of  this analysis, a distinction must be made also between 
the various aspects of  general economic policy, on the one hand, and the 
instruments by which a given redistributive purpose is to be achieved, on the 
other. The former  reflects  the general policy and aims of  Governments, 
including the measures applied to regulate the operation of  the economic 
system in particular circumstances; their implementation is bound to lead to 
redistribution in one direction or another, whether or not it is anticipated by 
the policy-makers. An analysis is particularly  important  for  Argentina 
because there have been frequent  changes and revisions in general economic 
policy. 

As to the second area to be distinguished, fiscal  and social security 
policies are commonly regarded as the redistribution instruments par 
excellence.  What is more, this idea is embodied in tax legislation, where 
progressive rates are established for  income tax and other forms  of 
direct taxation. These policy instruments are legally institutionalized, and 
therefore  constitute relatively permanent redistribution mechanisms. They 
include direct and indirect taxes, certain types of  public expenditure (educa-
tion, public health, etc.) and the pension system. Here, three ways in which 
these mechanisms influence  income distribution can be identified. 

In the first  place, it is essential to evaluate to what extent and in what 
direction these institutional components of  the economic system redress the 
balance in the distribution of  monetary income or welfare  among household 
units brought about by the operation of  the other economic mechanisms. The 
relative permanence of  tax systems, expenditure on health and education 
and the social security system requires an analysis of  their general 
redistributive effects. 

Secondly, precisely because the basic structure of  those systems is 
relatively permanent, it is important to consider how the institutional frame-
work would be changed by introducing or abolishing any one of  them, and 
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how income distribution would be affected.  In Argentina, the basic structure 
of  the tax system dates back to the pre-war period, as do the educational 
and public health systems. The only innovation has been the extension of 
the pension system in the early post-war years. Lastly, it is of  interest to see 
how the redistributive influence  of  these mechanisms is affected  by specific 
regulatory modifications  of  their structure, such as changes in rates, tax 
exemptions, etc. 

1. GENERAL ECONOMIC POLICY AND ITS INFLUENCE ON THE DISTRIBUTION OF 
MONETARY INCOME 

The final  effects  of  a specific  line of  economic policy on income distribu-
tion can be early understood from  a schematic analysis and evaluation of  its 
major impact. Furthermore, economic policy must be taken to cover all the 
changes occuring in areas which are, in principle, within the competence 
of  the national authorities. 

The relative price system best illustrates the scope of  this concept. It is 
obvious that the authorities can fix  only certain prices, and their power to 
attain specific  aims of  their price policy will relate to an even smaller segment 
of  the whole price system; nevertheless, State intervention in price-fixing  is 
so common that, even though some prices are determined by market forces, 
relative price policy is undoubtedly an important instrument of  economic 
policy. The establishment of  price controls may not be the outcome of 
consistent decision-making and policy-makers may not be able to anticipate 
the full  effect  of  their decisions, but prices are nevertheless an instrument 
of  prevailing economic policy, due allowance being made for  changes which 
may result from  the operation of  market forces. 

Accordingly, the general fines  of  economic policy followed  in the various 
periods since the Second World War are regarded in this analysis as essentially 
complete economic policy schemes or "models", adopted to achieve specific 
objectives. The use of  the chief  instruments of  economic policy to implement 
those schemes had specific  final  effects  on the distribution of  income among 
the various socio-economic groups. This approach rejects itemized descrip-
tion and detailed analysis of  the economic policy decisions taken in each 
period in favour  of  a higher level of  generalization. Only in this way is it 
possible to evaluate the effects  produced on income distribution by the pursuit 
of  a given set of  objectives and the use of  a given set of  instruments. 

However, in embarking upon this broader analysis, it must be remem-
bered that each line or model of  economic policy was established largely for 
a specific  economic, social and political framework,  and the conclusions 
drawn as to the distributive effects  produced are not strictly applicable to all 
times and places. 

It must also be borne in mind that the objectives of  the economic policy 
models successively applied were not always expressly stated at the time 
with clarity and precision. Indeed, the policy-makers may have had very 
different  purposes from  those discussed here when they mapped out their 
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decisions. The objectives presented here are those which were empirically 
shown to underlie the economic policy models at the level of  generalization 

* on which the analysis is being made. 
Lastly, the analysis is limited to the effects  of  the implementation of  the 

various economic policy models on income distribution. Their influence  on 
the different  variables in the economic system is not examined here. Nor has 
any attempt been made to consider the evolution of  economic policy in 
relation to the development process. All that has been done is to point up 
the more salient features  that have a direct bearing on income distribution. 

(a) The  expansionist policy of  1946-49 

\ The primary objectives of  the economic policy model applied at the end 
of  the war and almost up to 1949 were industrial development, external debt 
repatriation, nationalization of  foreign  firms,  redistribution of  income in 
favour  of  the wage earners, and maintenance of  the level of  employment 
through the absorption of  surplus agricultural labour in urban activities. These 
objectives were sought by applying a policy designed to achieve a substantial 
expansion of  internal demand, and the extent to which they proved mutually 
complementary was perhaps the most significant  feature  of  this policy model. 
Not only was it found  possible to promote industrial development at this 
stage of  industrialization and maintain full  employment while at the same 
time accelerating progressive income redistribution, but these processes were 
actually mutually strengthening. 

Industrial policy, aimed at achieving a relative increase in the import-
ance of  manufacturing  activities, was successful  in that it resulted in the 
expansion of  domestic demand for  manufactured  goods and relative price 
trends favourable  to the industrial sector, over and above the snow-balling 
effects  of  industrialization itself. 

The growth of  internal demand was stimulated by an expansionist 
monetary and fiscal  policy, by import substitution as a form  of  protection 
for  local industry, and by the progressive income redistribution process 
based on the fact  that demand for  most industrial products has a relatively 
high income-elasticity. It was made possible by the relatively favourable 
external sector situation, although this rapidly deteriorated, partly as a result 
of  internal expansion itself  and partly as a result of  the utilization of  foreign 
exchange in debt repatriation and the purchase of  capital abroad while the 

V-, agricultural sector remained at a standstill. 
A relative price policy favourable  to the manufacturing  sector and the 

exchange régime in force  provided other kinds of  stimuli to industrial 
development. During the period under consideration, the prices of  agricultural 
commodities steadily declined in relation to those of  industrial products, 
until by 1949 the price ratio had declined to an unprecedentedly low level, 
27 per cent below the 1946 figure.  Moreover, under the exchange régime in 
force,  the State appropriated a proportion of  foreign  trade earnings while 

' another part was transferred  to industry by the device of  maintaining an 
artificially  high rate of  exchange. For example, while the real prices received 

245 



by the agricultural sector dropped as described above, the external terms of 
trade were much the same in 1949 as they had been in 1946, and were 
actually 20 per cent higher in 1947-48. 

The effect  of  those incentives on the industrial sector was shown by the 
increase in its share in domestic income by 3.6 per cent. The improvement 
in the relative prices of  manufactured  goods was responsible for  about 80 per 
cent of  this increase (see table 70). 

The expansionist policy was also advantageous to the construction 
sector, which enjoyed favourable  relative prices, and it was also given 
further  impetus by government housing loans. 

The development of  industrial and construction activities was one of 
the basic means of  absorbing the new labour force  and the manpower 
displaced from  agriculture. However, the contribution made by these sectors 
to the full-employment  objective was less than that made by the services 
sectors, and, within these, by transport and government activities. In the 
case of  industry and construction as a whole, the absorption of  labour 
coincided with an increase in output, and the product per worker failed  to 
increase. In the services sectors, the absorption of  manpower was based 
partly on the additional demand generated by the growth and redistribution 
of  income and by the expansion of  government functions,  and partly repre-
sented the masking of  unemployment, to judge the process from  its productive 
nature. In both forms,  it was facilitated  by the fact  that in these sectors too, 
real prices (in the case of  government activities, wages, etc.), improved to the 
detriment of  agricultural prices. 

Thus, the maintenance of  a high level of  employment and the promotion 
of  industrialization and urbanization were interdependent, and were further 
strengthened by favourable  relative prices, although the reconciliation of  the 
two objectives meant that the introduction of  more highly capital-intensive 
techniques was postponed. 

Perhaps the most outstanding feature  of  the expansionist policy model 
applied during the period was that the process of  industrial development and 
urbanization without overt unemployment was decisive in achieving the other 
objective, namely the radical redistribution of  income in favour  of  wage-
earners. It was achieved as a result of  the changes produced in the structure 
of  employment by industrial and urban development, the fact  that nominal 
wages generally increased more than sectoral prices at a time when the 
product per wage-earner was stationary, and price controls and subsidies 
were decreed for  an appreciable number of  items of  popular consumption 
(including rents) 

It may be estimated that more than half  the increase in the over-all 
share of  wages in income between 1946 and 1949 was due to the expansion 
of  urban activities and to the improvement in their relative prices. In other 
words, the shift  of  wage-earners to urban activities was sufficient  in itself 
to redistribute income to the benefit  of  the wage-earning groups as a whole, 
because part of  the labour force  was now engaged in relatively more remu-
nerative sectors. In this sense, the process of  industrial and urban develop-
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ment, which is the aim of  current economic policy, helped to pave the way 
for  the progressive redistribution of  income. But the expansionist policy not 
only brought about income redistribution indirectly through the growth of 
demand of  urban activities; it did so directly by increasing employment in 
government services as well as government expenditure. 

The other major instrument of  the redistribution of  monetary income 
was the general increase in nominal wages, which exceeded the rise in 
sectoral prices. Wage-earners thus gained in real terms and wages came to 
account for  a larger share of  income in nearly all the economic sectors, since 
the per capita product remained constant on the whole.1 The assumption 
to be drawn from  the method of  fixing  nominal wages through collective 
bargaining on labour contracts is that wage increases are the outcome of  a 
struggle between entrepreneurs  and labour organizations in each sector of 
activity. Indeed there is no doubt that the large wage increases obtained 
during the period, which improved the wage-earners' relative position, were 
directly related to the growth of  the trade union movement that was taking 
place simultaneously with official  support, and the subsequent increase in 
the bargaining power of  trade unions. But government action, based on the 
powers of  arbitration held by the State, involved the establishment of  a 
general wage policy. The increase in nominal wages may therefore  be 
considered to be the outcome of  this over-all policy, modified  slightly in 
each branch of  activity by negotiations between employers and workers, 
which reflect  the characteristics of  the different  labour markets and the 
relative strength of  the various entrepreneurial groups and trade unions. 
Moreover, the official  wage policy had a direct impact on the body of 
activities that comprise the public sector. 

Since nominal wages increased more than sectoral prices in nearly 
every sector, there was a considerable improvement in real average wages. 
It also meant that the wage earners' share of  sectoral income increased 
in relation to that of  the entrepreneurs  in the same sector, since the per capita 
product remained stationary. 

In terms of  the relative position of  the wage-earning groups in the 
general structure of  distributions, each group's average income rose between 
15 and 20 per cent. These increases, which are sizable, were entirely due to 
wage policy and to the nature of  the labour negotiations in each sector rather 
than a direct result of  the shift  of  labour to urban activities. 

However, the transfer  of  income to the wage-earning groups was accom-
panied by an increase of  14 per cent in the relative average income of 
industrialists and construction entrepreneurs,  while the relative position of 
agricultural entrepreneurs  deteriorated considerably. The participation of 
industrial entrepreneurs  in the benefits  of  redistribution was not a specific 
objective for  the economic policy of  the period, and the two facts  were made 
compatible by combining price and wage policy. 

» i In the economy as a whole, the product per wage earner dropped slightly bet-
ween 1947 and 1949, with steep falls  in certain sectors, relative stability in industry, 
and increases in some services (see table 47). 
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A price policy which was increasingly unfavourable  to agriculture, 
coupled with the lack of  agricultural development, reduced the farmers' 
share of  domestic income in 1949 to 6.5 per cent below its level from  1946 
to 1949. This contraction led to a 70 per cent increase in the income of 
the urban groups. Among these, the wage earners improved their position 
as a result of  wage policy and, in the case of  government employees, of 
increased public expenditure. The average income of  industrialists and 
construction entrepreneurs  also rose as a result of  the relative price policy 
combined with the process of  expansion. While the wage-earners in those 
sectors continued to reap the benefits  of  redistribution, in fact,  their average 
income increased nearly 20 per cent (in relation to the total), the increase 
in sectoral income resulting from  the real expansion in industrialization and 
a favourable  relative price policy for  industrial activities, made it possible 
for  the redistribution of  income not only to benefit  the wage earners, but to 
improve the situation of  the industrial entrepreneurs  to the detriment of 
the farmers. 

The other instrument of  progressive redistribution was the impact of 
price policy on the consumer goods basket of  the lower income groups. In 
other words, economic policy not only activated the redistribution of  mone-
tary income, but also redistributed wealth to the lower income groups. 

A decisive factor  in the achievement of  this aim was undoubtedly the 
drop in the relative prices of  agricultural commodities. This not only prev-
ented the rise in world prices for  agricultural products from  increasing the 
cost of  food  but also brought about a greater relative reduction in the latter. 

This policy was implemented through the manipulation of  the real 
prices received by the farmer,  backed by retail price controls, and subsidies 
for  consumer goods in popular demand and a variety of  industrial products. 

However, the redistributive effects  of  this policy were counteracted to 
some extent by the fact  that the redistribution of  monetary income and the 
process of  expansion were increasing the lower-income groups' consumption 
of  services and industrial goods, and their cost was being pushed up by the 
relative price policy itself. 

The 1949 recession worsened the relative position of  the agricultural 
sector, which was carrying the burden of  expansionist policy. That, together 
with the fact  that the recession was accompanied by a deterioration in the 
external sector, made it necessary to brake the expansionist drive, particularly 
through import controls, but without altering the basic economic policy model. 
Nevertheless, the model was changing and being replaced by another type 
of  policy, which began to be applied in 1950. Although, the new policy, with 
a few  changes, remained essentially expansionist in its attitude to the decline 
in agricultural supplies, it succeeded in producing an anticyclical reaction by 
keeping up the level of  urban demand and containing the recession. It may 
be argued that, by being in some measure anticyclical, it made for  the 
continuation of  the redistributive process. 

In assessing these results, a distinction should be made between policy 
measures taken through the price system and supervised wage negotiations, 
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and the process of  industrialization and urban development, which is already 
under way at the present stage of  the Argentine economy and is fostered  by 

> the current drift  of  economic policy. 
Hence, both the shift  of  rural workers to urban activities, which helped 

to increase the share of  wages in income, and the growth of  the industrial 
product in contrast with the stagnation of  agriculture, which improved the 
position of  the industrialists, were the product of  basic processes in the 
economy. It is undoubtedly true that the type of  expansionist policy described 
above and applied from  1946 to 1949 was the decisive factor  in accelerating 
those processes. 

The progressive redistribution brought about by this policy model 
> occurred in what was probably a unique set of  circumstances: the growth 

of  domestic industry under the impetus of  war-time conditions, the changes 
in the power structure accompanied by a metamorphisis of  the economic and 
social structure and, finally,  exceptionally favourable  foreign  markets and 
balance-of-payments  situation. 

The pressure put on the capacity to import by the expansion of  the 
domestic economy was intensified  by the stagnant state of  agriculture, and the 
use of  some of  the reserves built up during the war to nationalize foreign 
investments provoked a critical balance-of-payments  situation and thus 
destroyed one of  the mainstays of  the expansionist policy enforced  up to 1949. 

(b) The  aims of  stabilization  policy from  1950-53 

As the boom in the external sector petered out, measures to change the 
expansionist model were adopted in 1949 and enforced  in 1950. These 
culminated in the Economic Plan of  1952, a stabilization programme which 
embodied all the main features  of  the new economic policy line. 

The principal aims of  that policy, which was introduced gradually, were 
to achieve a trade balance over the short term, and substantially increase the 
capacity to import over the medium term by expanding exportable surpluses; 
to balance the national budget; and to slow down the pace of  inflation.  It was 
planned, at the same time, to carry out the public works provided for  in the 
Second Five-Year Plan (beginning in 1952), to maintain full  employment 
and to preserve the pattern of  income distribution that emerged at the end 
of  the earlier process of  progressive redistribution. 

« This stabilization scheme was initiated during a period of  poor climatic 
conditions for  agriculture, which sharply reduced agricultural output, and 
helped to sustain the economic recession that took place between 1950 and 
1952 as a result of  the limited capacity to import. It was not until 1953 that 
the bumper harvests, the new stage of  import substitution in industry and the 
temporary restoration of  external equilibrium made it possible for  the 
economy to recover. 

The external situation was rapidly stabilized by means of  controls on 
" imports and the domestic consumption of  exportable products. Import 

restrictions, the cuts made in public expenditure to balance the national 
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budget and a stringent monetary and credit policy kept down the level of 
internal demand, which had already been discouraged by a series of  bad 
harvests. Industrial production was particularly hard hit by the import 
controls and its own inability to develop its productive capacity. 

The policy factor  that had the greatest effect  on income distribution was 
the new approach to the agricultural sector. An effort  was made to increase 
output for  export by applying a relative price policy and other measures, 
most particularly, by expanding farm  credit. 

From 1950 onwards real prices for  agricultural products began to rise, 
and by 1953 their relation to the rest of  the economy was the same as in 
1964.2 This policy of  favourable  relative prices was applied at a time when 
world prices for  Argentine exports took a downward turn and declined with 
increasing rapidity throughout the period. In order to implement a price 
policy favouring  agriculture without resorting to devaluation, the State 
marketing organization incurred heavy losses which then had to be covered 
by new currency issues. 

This policy naturally affected  the urban sectors, and, on the demand 
side, reduced the proportion of  exportable production consumed in the 
country by making food  relatively more expensive. It was aided in this by 
the abolition of  some price controls and subsidies and the readjustment of 
food  prices fixed  by the Government. 

Wage policy became slightly more restrictive, its purpose being to 
reconcile the dual objective of  containing domestic demand and inflationary 
pressures without sacrificing  the wage-earners' gains. 

Wage increases were limited during the first  part of  the period with 
the result that, in 1950-54, the index of  deflated  wages decreased in relation 
to the rising prices of  agricultural commodities. When the Economic Plan 
was established in 1952, it called for  a general readjustment of  statutory 
wages to be followed  by a two-year wage freeze.  At the same time, official 
prices were first  adjusted and then frozen. 

It was possible to offset  to a large extent the adverse effects  accompany-
ing the introduction of  this policy of  stabilization and agricultural promotion 
through price manipulation so that it made only superficial  changes in the 
pattern of  income distribution. To begin with, the stabilization policy did not 
hinge on monetary mechanisms, nor did it provide for  a substantial reduction 
in the public sector. Secondly, the attempt to reconcile it with the mainte-
nance of  the gains won by the wage earners meant that there was no reversal 
of  the earlier redistribution. Hence, neither regressive redistribution of  income 
nor unemployment were resorted to in order to reduce real demand. Instead, 
attempts were made to contain it by less intensive use of  the instruments of 
monetary and fiscal  expansion that had been brought into play under the 
previous policy of  expansion. 

2 Implicit prices in the sector deflated  by an over-all price index for  the economy 
(see table 71), which is a basic tool for  the kind of  analysis made in the previous 
chapter. 
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This economic policy model did not provoke an industrial recession 
although industry inevitably developed more slowly as the external sector 
became steadier. On the contrary, the 1952 recession originated in agriculture 
(and was therefore  exogenous), and was prevented from  spreading throughout 
the economy by anti-cyclical policy measures which did not interfere  with 
the basic stabilization targets — for  instance, an increased volume of 
credit or the maintenance of  the highest possible level of  employment, with 
the result that the main impact of  the recession was felt  by the entrepreneurial 
groups. 

The basic shift  in the pattern of  distribution was brought about by a 
change in the relative price policy, with a gradual movement of  prices in 
favour  of  agriculture. Consequently, there was, of  course, a relative improve-
ment in the position of  the agricultural producers. This effect  was streng-
thened to some extent by sluggishness in industry and, above all, by the 
recovery of  agriculture in 1953. More favourable  prices for  agricultural 
products and the policy of  tying wages to price increases meant that the 
transfer  of  income to the agricultural sector mainly penalized the urban 
entrepreneurs, since in 1953 after  the 1952 readjustments, prices and wages 
remained fairly  stable. 

This redistribution changed the relative position of  the entrepreneurial 
groups, but the new economic policy had little effect  on distribution by levels. 
There ware also changes — although less significant  — in the relative posi-
tions of  the different  wage-earning groups, because of  the different  wage 
policies and trade union bargaining power in the different  sectors. 

(c) Stabilization  with expansion in 1954-55 

With the improvement in the external situation as a result of  the bumper 
crops of  1953 and the stabilization programme enforced  during the previous 
period, it was possible to revert to a partially expansionist economic policy 
in 1954. The broad fines  of  the 1952 economic policy were modified  to place 
primary emphasis on the growth of  the product and industrial development, 
relegating the stabilization targets, which had been temporarily achieved, 
to second place. 

This policy was put into effect  mainly by improving the position of 
the wage-earning groups, with the renewal in 1954 of  the two-year-old 
collective wage agreements, by a more permissive import control policy and 
by a change in the system of  relative prices to provide new stimulus to 
industry. This was done by applying a slightly more flexible  monetary policy, 
but without relaxing the restrictions on public expenditure, in order to keep 
the fiscal  deficit  as low as possible. 

Although the expansion of  domestic demand was initially activated by 
a shift  in income distribution in favour  of  the wage-earning groups with the 
renewal of  the 1954 wage agreements, the fact  that those agreements 
remained in force  for  two years and that inflation  started up again in 1955 
cancelled out the improvements achieved in 1954. Moreover, expansion took 
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the form  of  an increase in the per capita product in the major sectors for  the 
first  time in the post-war period, with the result that, although wages remained 
stable and in some cases increased in real terms in relation to 1953, the 
benefits  of  general growth were mainly passed on to the entrepreneurial 
groups (see again table 47). 

The reactivation of  industrial growth was possible because industry 
was in a position to substitute for  more highly processed imports and had 
already begun to do so at the beginning of  the fifties.  This factor  would 
continue to play an important role in the years to come. Consequently, the 
redistribution of  income in 1954 was only a temporary stimulus to domestic 
demand, and the reversal in 1955 did not affect  industrial growth. 

The expansionist policy associated with the new growth of  industry 
affected  income distribution in two ways. First, the increase in the industrial 
product, combined with the stagnation of  agriculture and the movement 
of  relative prices in favour  of  industry, meant a shift  in income distribution 
in favour  of  the industrial entrepreneurs  at the expense of  the agricultural 
producers, thus counteracting the main effect  of  the stabilization policy and 
transfer  of  income to agriculture in the previous period. Secondly, except for 
the industrial wage-earners who benefited  to some extent by the transfer 
of  income to industry, the relative position of  the remaining wage-earning 
groups deteriorated as a result of  a new inflationary  spiral and a wage policy 
which had been framed  of  the assumption that prices would remain stable. 

The industrial wage-earners, although governed by the same wage 
standards, improved their position in relation to the other wage-earning 
groups because they benefited  by the increased share of  industry in total 
income. However, the group which gained most from  the economic policy 
and the growth of  industry were the industrial entrepreneurs.  They were 
not only once again favoured  by the movement of  relative prices, but also 
benefited  from  the increases in productivity. 

(d) The  transition  in 1956-58 
With the change of  political régime at the end of  1955, there was a 

change in attitude towards economic policy. State intervention in economic 
mechanisms was officially  disapproved and primary importance was attached 
to stabilization. These new approaches were not, however, immediately appar-
ent, and the initial action taken was directed more towards modifying  the 
institutional framework  and replacing the instruments established by the 
previous régime. 

The institutional machinery used to implement policy in the post-war 
period was dismantled, in some cases only gradually (the exchange system, 
price subsidies and controls, and rural and urban rent legislation), but 
immediately in others (dissolution of  the Argentine Trade Promotion Board 
(LAPI) and reform  of  the banking system). 

As regards the factors  that had a more direct bearing on the changes 
in income distribution, two basic economic policy measures stand out: the 
modification  in the exchange régime and rates and the improvement in real 
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prices for  agricultural products. They were aimed partly at breaking down 
one of  the most formidable  limitations on the Argentine economy by increas-

» ing exportable surpluses through the expansion of  production. Possibilities 
were thus opened up for  the process of  industrialization which had been 
held back by balance-of-payments  difficulties. 

Moreover, there was a change in attitude towards the direct investment 
of  foreign  private capital: the removal of  restrictions on the entry of  capital 
and on remittances of  profits,  which had already begun in 1954, was carried 
even further  to relieve the external bottleneck, and it was felt  that the stabiliza-
tion being sought would create a climate encouraging the inflow  of  capital. 

4 The instruments used to achieve these objectives were: (1) successive 
devaluations of  the currency as a means of  improving the relative prices for 
agricultural products, easing the drain on the international reserves and 
containing the demand for  imports arising from  domestic expansion; the 
replacement of  the official  marketing agency for  agricultural products by a 
marketing mechanism operating through public or private channels according 
to whether the official  support prices were above or below the international 
prices converted into local currency. This meant that the export trade would 
have a share in the transfers  based on the devaluations; (2) the reduction 
in real wages, achieved by freezing  increases in nominal wages in a period 
of  rising inflation.  This meant that domestic demand was contained not only 
by import substitution; and (3) the elimination of  the fiscal  deficit  by higher 
taxation, a relative reduction in public investment and a tighter monetary 
and credit policy to the extent compatible with domestic growth, as a means 
of  preventing further  stimulation of  domestic demand. 

This policy, in the context of  domestic industrial growth based on 
import substitution, was not basically depressive: the attempt was to stabilize 
prices by containing domestic demand, but not by reducing it. However, a 
regressive redistribution of  income was used both as a means of  containing 
demand and of  increasing the rate of  private capital formation. 

The final  effect  of  this policy on income distribution was a shift  in favour 
of  agricultural producers and business entrepreneurs.  The successive devalua-
tions created higher relative prices for  agricultural products than in 1953 
and had a similar effect  on real prices in the business sector. In the first  case, 
however, the relative price policy scarcely compensated for  the effect  of  the 

* stagnation of  agricultural production on agricultural income. The desired 
improvement in the relative position of  the agricultural producers was never-
theless achieved by a 20 per cent reduction, in real terms, in the average 
wages of  the agricultural workers and an increase in real prices for  agri-
cultural products. The improvement in real prices in the business sector was 
accompanied by real growth and led to a transfer  of  2.1 per cent of  domestic 
income in the two-year period 1956-57, an increase which was entirely 
absorbed by the entrepreneurs  in view of  the freeze  on real wages. The 
devaluations and the successive measures designed to remove marketing 
controls also played a part in this process. 
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The industrial sector was affected  by the movement of  relative prices 
and there was practically no improvement in its share in income, but the 
wage earners managed to improve their relative position slightly in 1957 
when they won wage increases higher than the increase in industrial prices 
and higher even than the general rise in prices. Industrial wage earners were 
able to win an increase in their average wages in relation to the other wage-
earning groups largely because of  their greater bargaining strength. The 
main burden of  the wage freeze  was borne by the agricultural wage earners 
and government employees, and the latter group was also penalized by the 
restriction of  public expenditure. 

In short, while the 1956-57 policy adjusted domestic prices and wages 
to benefit  agriculture, it was careful  not to hold back industrial growth or 
create recessions by abuse of  deflationary  measures. The stabilization objec-
tives pursued were not achieved. The external trade situation continued to 
deteriorate and devaluations did not succeed in curbing the inelastic demand 
for  imports. Inflation  gained momentum and, unlike the early fifties,  there 
was no political control over trade union pressures, and price controls 
— although still used — were no longer effective. 

In mid-195 8, with a change of  political leadership, there was a tem-
porary modification  of  economic policy primarily in the direction of  expansion 
of  domestic demand and a shift  in income distribution in favour  of  the wage-
earning groups. The two objectives were complementary, and the basic 
instrument used to achieve them was a massive wage increase, together with 
an expansion of  public expenditure, particularly on investment in infra-
structure. This policy was, of  course, incompatible with attempts to stabilize 
prices, with the result that inflation  increased again and the net reserves 
position showed a large deficit,  reflecting  the external payment crises. 

The effect  of  this change in economic policy on income distribution 
was, of  course, an improvement in the position of  the wage earners; but this 
improvement was more or less confined  to the agricultural and services 
sectors and, in particular, to government employees, who received half  the 
increase in the share of  wage earners in total income. The share of  the 
industrial wage earners remained the same. The reason for  this was the 
massive 60 per cent increase in all wages over the levels prevailing at the 
beginning of  the year, which favoured  the groups with least trade union 
power, since the others had already obtained substantial increases. 

Of  the entrepreneurial groups, only the industrial entrepreneurs  improved 
their position, since they benefited  both from  the expansion of  the domestic 
economy and from  the relative deterioration of  prices in the other sectors 
as a result of  increased inflation  and the wage lag in the industrial sector. 

(e) Liberalization  policies as from  1959 

A programme was launched in 1959 as the first  of  a series of  attempts 
to stabilize the balance of  payments and general price levels by restricting 
demand. Conceptually, these programmes represent the culmination of  the 
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process of  transition from  the system of  State intervention in the economic 
system during the early post-war years to a policy based more on the 
automatic operation of  economic forces. 

These stabilization programmes, based as they were on measures for 
curbing domestic demand, had a tremendous impact on income distribution. 

The objectives of  the stabilization programme launched in 1959 were: 
(1) to stabilize the general level of  prices, at least from  1960, since in 1959 
the considerable maladjustments brought about in the system were to increase 
inflation  temporarily; (2) to remedy the awkward external payments situation 
and gradually stabilize the balance of  payments by increasing exportable 
balances and stepping up the inflow  of  foreign  capital; and (3) to provide 
further  incentives for  domestic investment. Concurrently the programme 
sought to reduce the power shortage by enlisting external co-operation in 
the production of  petroleum and increasing the production of  electric power, 
and to develop the basic industries (paper, petrochemical products, motor 
vehicles and steel) with the help of  foreign  capital and techniques. 

These objectives were pursued first  by depressing domestic demand, 
leaving it to recover as a result of  the free  play of  incentives, and by measures 
to control the forces  generating inflationary  pressures. In addition, the relative 
price policy in favour  of  agriculture was reaffirmed  as an incentive to export 
production. 

The basic aims of  the stabilization policy were : 
(i) To reduce the fiscal  deficit,  mainly by curtailing current expenditure 

reducing the number of  public employees, arresting the rise in wages and 
other forms  of  compensation, and curbing the deficit  in public enterprises, 
by raising rates and inviting external financing  of  investment; 

(ii) To establish a severely restrictive monetary policy for  both public and 
private sector and use external funds  for  investment and even for 
working capital; this increased the government debt to contractors and 
suppliers; 

(iii) To abolish existing exchange controls thereby creating a free  exchange 
market and establishing a single exchange rate, to be stabilized by drawing 
on reserves made available under a stand-by agreement with the Inter-
national Monetary Fund. This measure was accompanied by a sharp 

i devaluation, which raised relative prices in favour  of  agriculture to pre-
war levels; this was considered a basic incentive for  the expansion of 
export production. Moreover, the removal of  exchange controls was 
considered an essential requisite for  creating conditions that would 
encourage the inflow  of  foreign  capital, which was accorded ample legal 
safeguards; 

(iv) To eliminate all price controls and most subsidies as a means of  improv-
ing internal competitive conditions and fostering  a higher rate of  capital 
formation  by offering  higher profit  margins; there was also a relative 
increase in public utility rates; 
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(v) The freeze  on wage increases — considered a basic step towards price 
stabilization — by restricting credit to enterprises failing  to observe this 
policy, government arbitration of  labour disputes and repression of 
strikes. 
The immediately regressive redistribution of  income was thus one way 

of  securing the initial contraction of  domestic demand and, on a more per-
manent basis, of  increasing saving and domestic investment to the benefit 
of  the high-income groups. It therefore  constitued a basic element of  the 
stabilization programme. 

Moreover, although no attempt was made in the initial depressive phase 
of  the programme to maintain the level of  employment, there were not as 
many lay-off  as might have been expected, largely because the many strikes 
for  higher wages reduced the number of  days worked, which in practice 
resulted in a reduction in demand. 

The redistributive effects  of  the first  stage of  the 1959 stabilization 
programme were highly regressive. The sharp devaluation of  the peso and 
the industrial recession caused by the contraction of  demand resulted in a 
transfer  of  3.8 per cent of  domestic income to agricultural producers, while 
the improvement in real commercial prices, combined with devaluation, 
meant a transfer  of  0.8 per cent of  total income to the business sector. The 
wage policy placed the whole burden of  these intersectoral transfers,  brought 
about by the sudden change in relative prices and the recession in urban 
activities, on the wage earner. In fact,  wage earners as a group lost 5.5 per 
cent of  total domestic income, of  which 5.1 per cent was transferred  to the 
agricultural producers and commercial entrepreneurs.  Moreover, industrial 
and government wage-earning groups lost the highest proportion of  this 
transfer,  1.9 per cent and 1.3 per cent of  domestic income, respectively, 
which amounts to 60 per cent of  the loss borne by the entire wage-earning 
sector. 

The real distribution was actually greater, since those transfers  of  relative 
shares are calculated on the basis of  a domestic product which was 4.6 per 
cent lower in real terms than in 1958, owing to the recession. 

To sum up, the relative price policy in favour  of  agriculture and the 
recessive impact of  the stabilization programme benefited  the traditional 
entrepreneurial sectors to the detriment of  all wage-earning groups. Urban 
entrepreneurs,  particularly industrialists, suffered  no decline in their share 
of  income, despite the decline in real industrial prices which followed  the 
cut in real wages; however, they felt  the effect  of  the recession because total 
real income declined. 

Furthermore, the effect  of  real wage cuts was to give new impetus to 
inflation  because although nominal wages were adjusted upwards on a liberal 
scale (the average nominal wage rose 63 per cent over the 1958 figure),  partly 
on the basis of  past price increases, the general level of  prices doubled 
in 1959 and the average consumer price went up by 113 per cent. 
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The second stage of  the stabilization programme — which had already 
been modified  by the social and political pressures it created in the first 
stage — entailed a partial revision of  the 1959 policy. 

In the first  place, stabilization of  the exchange rate in 1960-61, in view 
of  the drop in world prices for  Argentina's exports and the rise in its domestic 
prices, resulted in the deterioration of  real agricultural prices, which reverted 
to 1950 levels. In practice, this meant that the incentives provided in 1959 
had to be substantially revised. 

Domestic economic activity recovered thanks to an investment boom 
resulting from  external loans and the inflow  of  foreign  capital. This made it 
possible to maintain the basic features  of  the stabilization programme in 
1960-61, with a change only in the stringency of  the restrictions. Thus 
monetary policy was relaxed and public investment expenditure rose in 1960. 
No significant  change took place in wage policy until 1961, when real wages 
rose by 10 per cent. 

The stabilization programme succeeded in slowing up inflation:  in 1961 
prices rose 15 per cent compared with 34 per cent in 1958. The external 
payments position was also temporarily stabilized on the basis of  foreign 
compensatory and non-compensatory capital, although the burden of  short-
and medium-term debts increased. 

The modifications  introduced in the second stage of  the stabilization 
policy (a marked increase in relative prices in favour  of  industry and a modest 
rise in real wages) resulted in a partial reversal of  the income redistribution 
brought about in 1959. The change in relative prices and the recovery of 
industry while agriculture remained sluggish meant that agricultural producers 
lost more ground than they had gained in 1959, i.e., in the two years their 
share of  total domestic income dropped by 5.3 percent, mainly owing to the 
deterioration in the relative prices of  agriculture. 

With the change in wage policy, nearly half  this transfer  (2.1 per cent) 
benefited  wage earners, particularly the industrial and government sectors 
which had borne the brunt of  the 1959 redistribution. The other wage-earning 
groups failed  to make a significant  recovery from  the setbacks they had 
suffered  during the 1959 recession. 

Over half  the proportion of  income relinquished by the agricultural pro-
ducers was appropriated by the urban entrepreneurs,  mainly industrialists, 
who increased their share of  domestic income by 2 per cent, favoured  as they 
were by the recovery of  industry and the upturn in relative prices. 

The economic policy model put into practice in 1962-63 might be 
regarded as a third phase of  the stabilization policy launched in 1959. The 
reserves position became critical in 1962, when the deterioration in the 
payments position during the 1960-61 period of  expansion was aggravated 
by the withdrawal of  short- and medium-term capital which had entered the 
country during that boom period. 

Stabilization of  the external payments position once again became a 
major objective. To that end, the exchange rate was devalued, monetary and 
credit policy was tightened and new restrictions were imposed on public 
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expenditure as a means of  curbing domestic demand. On the one hand, this 
meant a return to the 1959 policy of  establishing high real prices for  agri-
culture through devaluation. On the other hand, it introduced another period 
of  recession with a view to overcoming the external bottleneck. It set off 
a liquidity crisis in industry, particularly in enterprises which had obtained 
foreign  loans during the investment boom. The resulting unemployment and 
spread of  the recession throughout the economic system caused a cumulative 
decline in demand. This recession differed,  however, from  the 1959 recession 
because the contraction in consumer demand was intensified  by unemploy-
ment, while real wages remained at the same level. Government policy was 
to maintain the level of  real wages but relax restrictions on dismissing workers, 
and the industrial recession was reflected  in unemployment rather than in 
lower productivity. 

As a result of  the improvement in relative prices, the industrial recession 
and the simultaneous increase in productivity per hectare, for  the first  time 
after  a long period of  stagnation, agricultural producers increased their share 
in income by 3.2 per cent in 1962-63. 

The whole of  this transfer  was borne by the industrial sector, one-third 
by wage earners, affected  as they were by unemployment, and the remaining 
two-thirds by entrepreneurs,  affected  by the recession and the deterioration 
in relative prices. There were minor transfers  of  income between urban 
groups, to the detriment — for  the first  time since 1958 — of  business 
entrepreneurs  and some wage-earning sectors. On the whole, the redistri-
butive effects  of  this new recessionist phase in the attempts to stabilize the 
economy and transfer  income to agriculture were less regressive than those 
apparent in 1959. At that time, the transfer  of  income to agricultural pro-
ducers affected  the whole of  the wage-earning sector, but not urban 
entrepreneurs  except through the decline in the real product. In 1962-63, 
however, the transfer  was, in practice, borne by the industrial sector proper, 
in particular by industrial entrepreneurs. 

The new bias of  economic policy in 1964-65 was to abandon the 
liberalization policies initiated in 1959. First, with the awakening of  agri-
cultural production from  its traditional sluggishness and the favourable 
domestic demand conditions, the capacity to import rose to a more comfort-
able level, following  the trend initiated in 1962. This eased the critical 
external payments situation and in some measure reduced the volume and 
improved the conditions of  external borrowing. Consequently, stabilization » 
of  the balance of  payments could now become a secondary economic policy 
objective. Nevertheless, in order to bring it into harmony with internal 
expansion, restrictions were imposed on imports of  capital goods. Govern-
ment controls were imposed on foreign  exchange transactions, thus preventing 
temporary payments crises. 

Price stabilization also ceased to be a priority objective during the phase 
of  economic recovery. At the end of  1965, however, policy was reframed  in 
pursuit of  that aim, with monetary and credit restrictions once again curbing 
the expansion of  domestic demand. 
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Now that the economy had entered a phase of  recovery, it was sufficient 
to regularize government payments and relax monetary restrictions to reac-

* tivate domestic demand. The subsequent rise in real wages provided further 
impetus to expansion, which was nurtured not only by the spurt in exports 
by the growth of  private consumption. 

The expansionist and redistributive effects  of  wage policy were brought 
about by the Government's permissive attitude towards nominal wage 
adjustments and the establishment of  minimum wages could be adjusted 
periodically as prices of  household consumer goods rose. As a result of  this 
policy, real wages rose in 1965 to 1958 levels. 

The relative price policy fluctuated.  Stabilization of  the exchange rate 
»• in 1964 resulted in an improvement in real prices of  agricultural commodities 

because of  the rise in world prices. When world prices fell  in 1965, even 
the devaluation of  the peso could not prevent a deterioration in relative prices 
for  agricultural products. The redistributive effects  of  this policy were 
naturally progressive. 

The conflicting  changes in relative prices as industry continued to 
expand, now in a new context because agricultural production was also 
expanding — resulted in transfers  of  income to the industrial sector from  the 
other sectors of  the economy. The over-all effect  of  economic policy and 
internal expansion was a transfer  of  1.5 per cent of  domestic income to 
industrial wage earners — which represents the total increase in the wage 
earners' share of  income — and 2.2 per cent to industrial entrepreneurs. 
The agricultural producers and the rest of  the urban entrepreneurs  had to 
bear the whole burden of  these transfers.  However, no individual relinquished 
as much as 1 per cent of  total domestic income, so that redistribution in 
favour  of  the industrial sector was considerably diluted. On the other hand, 
there was no significant  increase or decrease in the share of  non-industrial 
wage earners in this redistribution. Consequently, the effects  of  this policy 
on distribution by levels, while progressive in that the position of  industrial 
wage earners improved, were more striking because of  the horizontal 
redistribution among high-income groups of  entrepreneurs. 

2 . REDISTRIBUTIVE INSTRUMENTS 

What has been discussed so far  is how income distribution is affected 
by important aspects of  general economic policy, which may not always 

* explicitly include redistribution among its aims, or only as a parallel or 
secondary objective. To round off  the analysis, it is necessary now to take 
a look at what has occurred when the instruments that are considered to be 
essentially redistributive have been used. The most important of  these are 
tax and social security policies. There will inevitably be some repetition of 
the ideas set forth  in chapter IV when the distribution of  monetary income 
and real welfare  are discussed; but this duplication seems justified  in so far 
as it helps to produce an over-all picture of  the redistributive effects  of  the 
different  economic policy measures taken during the period under 
consideration. 
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(a) Tax  policy 

Tax policy had two kinds of  redistributive effects.  First, it redistributed 
monetary income, by demanding payment of  direct taxes by the various 
income groups and its redistributive effect  is reflected  in the difference 
between the unequal distribution of  monetary income and that of  income 
after  payment of  direct taxes. Secondly indirect taxation (on production) 
also has a redistributive effect  on the distribution of  wealth because it is 
reflected  in the price the consumer has to pay for  his goods. Logically, the 
greater the indirect tax burden on the consumer goods basket of  a given 
income sector, the higher the proportion of  its monetary income which must 
be earmarked for  the purchase of  the same quantity of  goods. The differences 
in the indirect tax burden borne by the various income sectors are therefore 
a means of  redistributing the purchasing power of  monetary income. 

Direct taxes, in view of  their structure and progressive rates, have the 
effect  of  progressively redistributing income. However, their over-all redis-
tribution effect  is not so powerful  as might be expected from  what is consid-
ered a redistributive instrument par excellence. 

In practice, although virtually all direct taxes are applicable to the top 
income decile, in no case during the three years reviewed did redistribution 
resulting from  direct taxation amount to more than 2 per cent of  family 
income as may be observed from  the following  comparison: 

Share of  the top decile 
in family  income 

Year 
Before  payment 
of  direct  taxes 

After  payment 
of  direct  taxes 

Difference  between 
the two proportions 

1953 37 .0 35.1 - 1 . 9 
1959 42.3 41.3 — 1.0 
19 61 39.1 37 .6 - 1 . 5 

Redistribution through direct taxation is on a small scale compared with 
redistribution effected  from  one of  these years to another through changes 
in economic policy and the basic economic processes. From 1953 to 1959 
this combination of  factors  led to a redistribution of  5.3 per cent of  family 
income in favour  of  the decile; from  1959 to 1961, 3.2 per cent of  monetary 
income was transferred  from  the top decile to the lower income sectors. 
Even aside from  these fluctuations,  which were associated with turbulent 
times, the redistribution of  monetary income over longer periods was on a t 
scale comparable to or greater than redistribution attributable to direct 
taxation: from  1946 to 1953 about 5 per cent of  family  income was trans-
ferred  from  the top decile to the lower income sectors, while from  1953 to 
1965 there was a shift  of  about 2 per cent in the opposite direction. 

The slight redistributive effect  of  direct taxation is the result of  large-
scale evasion and under-declaration of  taxes rather than of  the tax structure: 
declared income of  entrepreneurs  and rentiers  in 1953 represented only about 
30 per cent of  their taxable income, and in the late fifties  and early sixties 
the proportion had dropped to below 20 per cent. 
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But it should also be borne in mind that direct taxes are not an effective 
instrument of  redistribution compared with changes in the economic policy 

T or the economic process; since the end of  the war the redistribution of 
monetary income has been subject to a wide range of  short-term fluctuations 
and has undergone two medium-term redistribution processes, the first 
progressive and the second regressive. 

Not only is direct taxation relatively weak as an instrument of  redistri-
bution, it is also highly unstable. In 1953, redistribution after  payment of 
taxes resulted in a transfer  of  nearly 2 per cent of  family  income from  the 
top decile to the lower income groups, whereas the transfer  amounted to 
only 1 per cent in 1959 and 1.5 per cent in 1961. 

y The redistributive effects  of  the tax system are variable for  the same 
reasons which make it a weak instrument of  redistribution, namely, evasion 
and under-declaration of  taxes. But the factors  mainly responsible for  those 
variable effects  are fluctuations  in the rate of  inflation  and tax exemptions to 
encourage a particular type of  investment. 

Indirect taxes affect  the production of  goods; their effect  on the various 
income groups therefore  depends on the incidence of  indirect taxation in 
the prices of  goods purchased by each group. The incidence is estimated to be 
slightly higher for  the 60 per cent of  families  with lower incomes than for  the 
top 40 per cent. 

Consequently, this system of  indirect taxation, as now constituted brings 
about a regressive redistribution of  total purchasing power (or of  the wealth 
it represents) which more than offsets  the distribution of  monetary income 
or the portion of  that income retained by the recipient after  payment of  direct 
taxes. This regressive effect  means that about 0.8 per cent of  total family 
purchasing power is transferred  from  the lower income 60 per cent to the 
higher income 40 per cent, with most of  it benefiting  the top decile. 

The regressive effect  of  indirect taxation cancels out 40 to 80 per cent 
of  the progressive effect  of  direct taxaion. Consequently, less than 1 per cent 
of  total income is redistributed by taxation, and in years when prices soar 
and the direct tax burden declines sharply, the percentage is almost negligible. 

(b) Public expenditure 

The government services provided by public expenditure increase the 
> wealth of  the individuals or families  who use those services. Since, in terms 

of  the expenditure they entail they benefit  some income groups more than 
others, they bring about a redistribution of  social wealth over and above 
that determined by the purchasing power of  disposable family  income. 

In Argentina, as noted above, the services implicit in total public 
expenditure are distributed progressively in relation to the income of  the 
various groups. This progressive distribution is primarily between the bottom 
20 per cent of  families  and the top decile. 

Thus, the progressive nature of  public expenditure represents a shift  of 
about 1.5 per cent of  total wealth from  the higher income 80 per cent to the 
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lower income 20 per cent of  the total number of  families.  The top decile 
bears virtually the whole burden of  this shift. 

These progressive redistributive effects  of  government services can easily 
be appreciated in view of  the fact  that one-quarter of  the budget is spent 
on free  education and health services. Subsidies, while not representing free 
services, nevertheless have the same kind of  redistributive effects  as indirect 
taxation, but in the opposite sense. If  the production of  goods is subsidized, 
market prices are reduced and the effect  on income depends on the subsidy 
"contents" in the price of  the goods purchased by the various income groups. 

In Argentina, the structure and amount of  the subsidies granted in 
recent years resulted in a redistribution of  about 0.4 per cent of  total family 
purchasing power, from  the higher income 80 per cent to the lower income 
20 per cent. 

(c) Retirement  and  social security schemes 

A retirement or social security scheme of  the kind existing in Argentina 
results in the redistribution of  monetary income and wealth. On the one hand, 
personal contributions to such schemes are charged directly to the beneficia-
ries, and their incidence on the different  income groups determines the 
direction and degree of  redistribution achieved through this type of  contribu-
tion. The distribution of  monetary income after  payment of  personal 
contributions will of  course be different  from  the distribution of  monetary 
family  income. 

Secondly, employers' contributions also have a redistributive effect.  In 
line with the analytical position adopted in this study, these contributions 
may be regarded as an indirect tax on the wage component of  production, 
passed on to prices and ultimately to the purchasers of  final  goods. Similarly, 
employers' contributions have a redistributive effect  on wealth to the extent 
that they are responsible for  variations in prices and, therefore,  in the 
purchasing power of  the various income groups. Thirdly, retirement and 
other pensions to the inactive population have a redistributive effect  to the 
extent that the proportion paid to families  in the different  income groups 
varies in relation to the total income of  each group. 

Personal contributions to the pension scheme are almost entirely borne 
by wage earners, who are normally at the base of  the income pyramid, and ' 
therefore  constitute a regressive burden. In fact,  for  all groups in the 80 per 
cent lower income group, those contributions represent 3 per cent of  their 
income, while in the top 20 per cent they taper off  to less than 1 per cent. 

Payment of  personal contributions therefore  implies a regressive income 
redistribution, since the concentration of  disposable family  income (that is, 
after  payment not only of  direct taxes but also of  personal contributions to 
pension schemes) is greater than that of  family  income after  payment of 
direct taxes. 
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The extent of  redistribution between the top decile and the 90 per cent 
lower income group resulting from  the payment of  personal contributions 

4 is shown below: 

Share of  top decile  in : 

Year 

Family  income 
after  payment 

of  direct  taxes 

Disposable 
family 
income Difference 

1953 35.1 35 .7 0 .6 
1959 41.3 41 .9 0 .6 
1961 37.6 38.1 0 .5 

On an average, the redistributive effect  of  personal contributions is 
equivalent to a transfer  of  about 0.6 per cent of  disposable monetary income 
to the top decile. 

When the cost of  employers' contributions is passed on to the prices 
of  goods, the extent to which the various income groups bear that cost 
depends on the group's structure of  consumption. If  that cost is regarded as 
an indirect tax, it amounts to nearly 2 per cent of  family  income in the 
bottom 90 per cent and about 1 per cent in the top decile. 

Consequently, transferable  employers' contributions to retirement 
schemes create a regressive redistribution of  total purchasing power in favour 
of  the 10 per cent of  high-income families  to the detriment of  all other 
families,  or, in other words, a greater concentration of  goods that can be 
purchased with total disposable family  income than with distributed disposable 
income. It should be noted, however, that although employers' contributions 
have a regressive effect  on redistribution between the lower 90 and the top 
10 per cent, that effect  is actually progressive within the 90 per cent group 
of  families. 

The regressive redistribution resulting from  employers' contributions is 
not very noticeable because there is little difference  between its effect  on the 
various income groups: only 0.2 per cent of  the total purchasing power of 
disposable income is transferred  from  the bottom 90 per cent to the 
top decile. 

i Retirement and other pensions are nearly all paid to families  in the 
middle and lower income sectors and have a direct progressive effect  on 
monetary income distribution. In practice, they represent 13 per cent of 
family  income in the 50 per cent lower income group, compared with less 
than 2 per cent in the upper 50 per cent group, where they are concentrated at 
the lowest levels. They are one instrument of  a progressive redistribution of 
income. The extent of  this redistribution between the top decile and the other 
income groups may be assessed by comparing the distribution of  total 
family  income including retirement and other pensions with that of  total 
family  income excluding this item: 
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Share of  top decile  in : 

Year 

Family  income 
excluding 
pensions 

Total  family 
income Difference 

1953 3 8 . 4 37.0 - 1 . 4 
1959 4 4 . 4 42.3 - 2 . 1 
1961 4 1 . 7 39.1 - 2 . 6 

The increasing effect  of  retirement pensions on the progressive redistri-
bution of  income throughout the post-war period was at first  brought about by 
the extension of  the pension system and, more recently, by the gradual 
establishment of  pensions adjustable to the nominal wage. The redistributive 
effect  has been so strong that the scale of  redistribution in 1961 was nearly 
twice that observable in 1953. 

The separate analysis of  redistributive effects  of  contributions and 
pensions is, of  course, merely for  illustrative purposes, since the contributions 
are actually taxes and while the pensions represent transfers  of  income to 
families.  The scale and significance  of  the net redistributive effect  of  the 
whole social security system may be evaluated on the basis of  the effect  of 
each of  these transfers  on the participants. 

The aggregate redistributive effect  of  total contributions — personal 
and employers' — is regressive because both types of  contribution are 
regressive. Broadly speaking, total redistribution in favour  of  the top decile 
as a result of  both types of  contributions is equivalent to 0.8 per cent of 
family  income. As mentioned above, about three-quarters of  this regressive 
effect  is attributable to personal contributions made directly by wage earners, 
while the burden of  employers' contributions is more evenly distributed 
among the various groups through the price system. 

The effect  of  the payment of  retirement and other pensions is signi-
ficant  and progressive. In recent years it represented a transfer  of  about 
2.5 per cent of  family  income to the 90 per cent lower income group. Thus 
the whole system has a progressive effect:  it redistributes approximately 
1.7 per cent of  family  income from  the top 10 per cent to the remaining 
families. 

Although contributions in 1953 had extended to virtually the whole 
economic system with the extension of  the pension system during the preced-
ing years, the payment of  pensions had not become equally widespread. As 
a result, the system as a whole had a less pronounced redistributive effect 
than more recently: there was a progressive redistribution between the top 
decile and the remaining families  of  just over 0.5 per cent of  family  income. 

3 . CONCLUSIONS 

The first  question which arises from  the foregoing  study is the relative 
effectiveness  of  the different  economic policy instruments for  purposes of 
income redistribution. 
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It has been pointed out that tax policy as a whole has a net progressive 
effect  on redistribution between the top decile and the remaining 90 per cent 
lower income groups, which may amount to as much as 1 per cent of  family 
income in years when prices remain fairly  stable, or be virtually negligible 
in years when a large increase in prices reduces direct taxation. When prices 
rise as much as 25 per cent, which was the average increase throughout the 
post-war period, the progressive redistributive effect  of  taxation as a whole 
may represent a transfer  of  only 0.5 per cent of  family  income from  the top 
decile to the lower income group. 

In addition, the progressive redistributive effect  of  public expenditure 
(distribution of  government services and subsidies) represents a transfer  of 
0.7 per cent of  total income to the bottom 90 per cent. 

Consequently, the total net effect  of  fiscal  policy as a whole, in terms 
of  redistribution between the top decile and the rest, amounts on the average 
to more than 1 per cent, although the size of  the transfer  varies, primarily 
as a result of  the effects  of  price increases on direct taxation. 

The redistributive effect  of  the social security system as a whole is also 
progressive, and in the last few  years has been responsible for  a transfer  of 
approximately 1.7 per cent of  family  income from  the top 10 per cent to 
the lower income groups. 

In short, the fiscal  and social security instruments, traditionally 
considered as the most effective  means of  improving income distribution, 
progressively redistribute about 3 per cent of  family  income in favour  of 
families  in the bottom 90 per cent. 

The changes in the distribution of  monetary income are generally more 
striking than this redistribution. These changes are brought about mainly by 
general economic policy and come into play before  the inevitably positive 
redistributive effects  of  tax and social security systems. While these systems 
account for  a redistribution of  about 3 per cent of  income, the changes in 
the distribution of  family  income represent a transfer  of  income from  the 
top decile to the remaining 90 per cent which ranges from  more than 3 per 
cent of  family  income in a progressive sense to more than 5 per cent in a 
regressive sense. Between 1946 and 1949 and between 1959 and 1961, there 
were progressive transfers  of  more than 3 per cent, and between 1953 and 
1959 there was a regressive transfer  of  more than 5 per cent; in contrast, 
between 1949 and 1953, the changes in distribution represented a progressive 
redistribution of  only 1.5 per cent of  family  income and, between 1961 
and 1965 of  less than 0.5 per cent. 

It follows,  therefore,  that consideration should be given to the redistri-
butive effects  of  the various economic policies adopted in Argentina during 
the post-war period. 

As pointed out earlier, it is impossible to distinguish between shifts  in 
income distribution attributable to changes in the economic system and 
present economic trends, which are not in the main affected  by economic 
policy decisions, and redistribution which is the effect  of  economic policy. 
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However, the relationship established between a certain type and size of 
income redistribution and a specific  economic policy may throw considerable 
light on the effects  of  that policy, viewed as a scheme or "model", on income 
distribution. But it is difficult  to draw general conclusions, given the particular 
characteristics of  the Argentine economy, the structural changes that have 
taken place, the fluctuations  in the situation of  the external sector and the 
political changes throughout the post-war period. 

When an expansionist policy was applied in the early post-war period, 
there was no conflict  between the growth of  urban activities, which was 
favoured  by a considerable movement of  relative prices, and the progressive 
redistribution of  income. Of  course, the feasibility  of  the policy model was 
determined by the particular economic conditions then prevailing in Argentina. 
The most favourable  of  those conditions were the progress made in industrial 
development during the war and the stage of  import substitution reached 
by the end of  the war; the change in the political, economic and social 
structure; and the favourable  terms of  trade and balance-of-payments 
situation. 

The stabilization objectives of  the policy applied in 1950-53 were 
conditioned by the maintenance of  employment levels and progressive 
redistribution of  income. 

The pattern of  distribution was changed — not so much as regards the 
concentration of  income, but as regards the position of  the entrepreneurial 
groups in relation to each other — by the application of  a relative price 
policy in favour  of  agriculture. 

The policy applied in 1950-53 was maintained during 1954-55, with 
two important exceptions: import controls and, to a much lesser extent, 
monetary policy were eased in order to encourage growth; and price controls 
were ¡relaxed in 1955, while taxes on wages and salaries were maintained. 

The application of  anti-inflationary  measures to wages only created 
in 1955 a regressive redistribution of  income and a return to a pattern of 
distribution in which income was more highly concentrated than at any time 
since 1949. 

During the period 1956-57, a substantial proportion of  the decrease in 
the share of  wages in income was in fact  accounted for  by redistribution 
within the agricultural sector, which made for  expansion rather than recession. 

The policy pursued in 1958 brought about an expansion of  internal t 
demand and progressive redistribution of  income, but at the cost of  an 
acceleration of  the inflationary  process which was to provide fuel  for  the 
stabilization policy subsequently adopted. 

Regressive income redistribution was, in the final  analysis, the main-
spring of  the initial recessive phase of  the stabilization policy applied in 
1959-61. It fulfilled  the three-fold  function  of  helping to reduce internal 
demand, increasing saving in the higher income groups and enabling income 
to be transferred  to the agricultural sector. Furthermore, it allowed this 
transfer  of  income to agricultural producers to take place without prejudice 
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to the relative position of  urban entrepreneurs,  so that the incentive of 
favourable  relative prices was shifted  to the area of  urban wage conflicts. 

During the second phase, implemened in 1960-61, stabilization object-
ives were still kept in view, but by maintaining the exchange rate relative 
prices were shifted  in favour  of  industry. Moreover, economic activity entered 
upon a spell of  recovery, and towards the end of  the period, real wages were 
allowed to rise. This had two major consequences. First, it helped to offset 
the losses suffered  by the wage earner groups that had borne the brunt of  the 
adjustments introduced in the initial phase of  the stabilization programme; 
secondly, there was a horizontal redistribution to the detriment of  the agri-
cultural producers, who had benefited  by the first  phase, and to the advantage 
of  the industrial entrepreneurs,  whose relative position had not been affected 
in 1959, and who thus turned out to be the ultimate beneficiaries  of  the 
stabilization policy. 

When the balance of  payments was stabilized as a primary objective 
in 1962, restraining internal demand once more became the mainspring of 
the new stabilization programme. But in this case the programme was 
implemented not through income policy, as in 1959, but by means of  mone-
tary instruments, in particular, stringent control of  the money supply. The 
resulting lack of  liquidity brought about the recession that may have been 
deemed necessary for  the attainment of  the stabilization objectives. 

This time the decline of  demand was not merely accompanied but 
intensified  by regressive income redistribution. With the tightening of  the 
monetary situation, the recession began to spread, reaching a point at which 
workers were laid off;  and this disemployment in turn caused the recession 
to snowball. The real wages of  those who were still employed, on the other 
hand, did not decrease to any significant  extent. 

The other type of  redistribution was horizontal, since the relative prices 
of  agricultural commodities improved again as a result of  devaluations. These 
operated in favour  of  agricultural producers at the expense of  industrial 
entrepreneurs,  thus reversing the direction of  the redistribution carried out 
under the previous stabilization programme, and which in the last analysis 
had benefited  the industrial entrepreneurs,  since the improvement enjoyed 
by agricultural producers had only been temporary during the first  phase of 
the programme. 

To sum up, while redistribution during the period 1959-61 had oper-
1 ated to the detriment of  the wage earners and in favour  of  the industrial 

entrepreneurs,  in 1962-63 it sacrificed  the interests of  both these groups 
to those of  the agricultural producers. 

The expansionist policy pursued in 1964-65 aimed at a measure of 
progressive income redistribution. Once again this policy model was given 
coherence by the complementary nature of  the expansion and redistribution 
objectives, and its application was facilitated  by the easing of  the external-
sector situation. Income policy was the instrument used to bring about 
redistribution, although the maintenance of  price stabilization objectives 
weakened the process. 
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It was probably for  this reason that the horizontal redistribution to the 
benefit  of  the industrial entrepreneurs  and the detriment of  the agricultural 
producers and the other entrepreneurial groups was more intensive than the < 
progressive redistribution in favour  of  the wage-earners. 

From Argentina's post-war experience as a whole, a few  general 
conclusions can be drawn with respect to redistribution machinery and how 
far  it is linked to the various general economic policy models. 

In the first  place, still from  the standpoint of  income distribution, the 
stabilization programmes so frequently  applied in an inflationary  economy 
with an external bottleneck can be classified  in two categories, according to 
whether they concentrate solely on containing internal demand or at the 
same time allow for  the maintenance of  the distribution pattern which » 
prevailed during the previous boom. 

It would be outside the scope of  the present study to discuss to what 
extent the stabilization programmes were successful  or how great was their 
cost in terms of  recession and regressive redistribution. What is certain is 
that a stabilization programme is incompatible with an actual improvement 
in the distribution situation, since such an improvement generates internal 
demand which jeopardizes stabilization objectives. 

In stabilization programmes concentrating solely on the restriction of 
internal demand, regressive income redistribution plays a key role. But a 
difference  can be noted, depending upon wether the contraction of  demand 
is brought about through a reduction of  real wages, as in 1959, or through 
disemployment accompanied by the maintenance of  real wages, as in 1962-63. 
This difference  lies in the extent to which the groups affected  are aware of 
what is going on. In the second instance, there is relatively less opposition 
to the programme. 

When the stabilization programme is deliberately self-limiting  in that it 
seeks to preserve the status quo in respect of  income distribution, it is 
possible, as was demonstrated in 1952-53, to co-ordinate the application of 
a number of  instruments for  restricting demand which do not necessarily 
involve regressive redistribution, and to ensure, although with difficulty  and 
perhaps not altogether reliably, compatibility between the two objectives. 

The second consideration which inevitably arises relates to the role of 
devaluations of  the exchange rate in regressive redistribution processes. The 
most recent stabilization programmes have invariably included a sharp f 
devaluation of  the currency — designed to reverse the relative price system 
in favour  of  agriculture and to stabilize the balance of  payments. 

These devaluations produce their effects  on income distribution in two 
stages. First, with the shift  of  relative prices to favour  agriculture, there is 
a horizontal redistribution with income being transferred  from  urban activities 
to agriculture, or, more specifically,  to agricultural producers. But when the 
effect  of  devaluation on relative prices is combined with that of  a wage 
freeze  or overt unemployment policy, this horizontal redistribution becomes 
up to a point, a vertical redistribution thus, in the last analysis, the main 
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transfers  of  income are to the detriment of  urban wage earners and to the 
benefit  of  agricultural producers. The relative position of  urban entrepreneurs 
is affected  only in so far  as the impact of  devaluation is stronger than that 
of  wage policy. 

The effect  of  devaluations on redistribution suggests a third and more 
general consideration. In an inflationary  economy like that of  Argentina, 
relative price policy is a very effective  instrument of  income redistribution. 
Since the community, even after  its long-standing experience of  the infla-
tionary process, is still largely blind to the realities of  the monetary situation, 
at any rate over the short term, relative price policy is fairly  easy to implement, 
and provides an effective  means of  bringing about sizable intersectoral trans-
fers  of  income. Although in principle these transfers  imply a horizontal 
redistribution, while wage and employment policies operate in the direction 
of  vertical redistribution, a combination of  the two results in a specific 
vertical redistribution — progressive or regressive — among socio-economic 
groups which have no way of  entering into direct negotiation for  their 
relative shares in income. In other words, by means of  relative price policy 
the onus of  redistribution can be shifted  from  a specific  group of  entrepreneurs 
or wage earners to groups in other sectors, and opposition to the redistribu-
tion policy in force  can be diverted into labour-management conflicts  in 
the sectors in question. 
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