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This article provides an overview of a number of changes that
have taken place in the region’s economy, together with their
effects in terms of its social stratification, and analyses the
different social sectors’ options for political action. A series of
economic changes have altered both the traditional
heterogeneity of the Latin American economy and the relative
weight of its various sectors; this is reflected, for example, in
the heightenéd importance of agribusiness and the reciprocal
penetration of the setvices and production sectors. Today a
generic distinction between “incorporated” and “excluded”
social groups is generally accepted, but these categories are not
only imprecise and lack homogeneity; they also underestimate
the relations that actually exist between the two, such as those
frequently observed to have been established between the
formal and informal sectors via subcontracting practices. As the
heterogeneity of the regional economy changes, new sectors
may come lo exert an influence over social and political
processes, This points up the need to review the conditions for
collective action afforded by a capacity for organizing and
broadening the base for a community of interests, whether as a
means of corporate defence or as a way of presenting those

interests as an agenda for society.
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I

Present economic and

social structures

Structural heterogeneity is a permanent trait of the
Latin American economies, but economic transfor-
mations have gradually altered the nature of that
heterogencity and have changed the countries’ pat-
tems of social stratification in very important ways,
A roughly-drawn distinction between people who
have been “incorporated” into the economy and so-
ciety and people who have been “excluded” from
those spheres can certainly be postulated, but the two
categorics need to be clearly defined, since the for-
met’s status as “participants” does not prevent them
from displaying sharp differences among themselves,
and those who are “excluded” do not form a homo-
geneous group either. The important point is that sig-
nificant relationships exist between the two sectors;
they do not constitute categories which function
under different systems without reference to one an-
other. In specific terms, this form of exclusion tends
to be associated with membership in the so-called
informal sector, but the people classified as belong-
ing to this sector because of the type of work rela-
tions they establish (ill-defined contracts, an absence
of social benefits, a lack of organization) often do
take part in what we generally classify as modern or
“formal” activities via subcontracting mechanisms.
This is the case, for example, with peddlers, or “itine-
rant vendors”, who are actually distributing products
made by transnational corporations. Thus, if ca-
tegories such as “incorporated” and “excluded” are to
be used, they need to be carefully defined, since
otherwise they pose a theoretical problem similar to
that which arises when we postulate the existence of
“structural dualism”. The differences separating the
two therefore need to be clearly delineated, as do the
nature, the mutually-agreed terms and the dynamics
of the relationships existing between them.

B This article is based on a study on social structures and devel-
opment styles in Latin America (“Estructura social y estilo de
desarrollo en América Latina”) which was prepared in conjunc-
tion with Enzo Faletto for the ECLAC Social Development Divi-
sion.

Another factor to be borme in mind is the
changes taking place in the refationships among the
various economic activities (i.e., the manufactoring,
agricultural and services sectors). The classic system
of categorizing them into primary, secondary and ter-
tiary sectors has often been coupled with the idea of
there being a certain sequence in the development of
each. In Latin America, it has often been thought that
economic trends were sometimes departing from this
growth pattern, and that these departures signalled
the presence of distortions in the region’s social
structure and stratification. The fact of the matter is
that changes in the relationships among these sectors
have markedly aitered, for example, the importance
of agribusiness and the implications of the mutual
penetration of the services and production sectors
(primarily in such activities as finance and marketing
and, more recently, communications and informa-
tics). Shortcomings in cross-sectoral linkages within
the region are still appreciable; but in those cases
where interconnections have been formed, changes
have also occurred in the pattern of social stratifica-
tion which do not fit in with the traditional classifica-
tion systems. In the following pages an attempt will
be made to illustrate —admittedly in a very general
way— some of the problems outlined above with a
view to contributing to future analyses of these new
characteristics of the region’s social structure and
stratification. A suitable starting point for an analysis
of the relationship between the economic sectors and
social structure is Rubén Kaztman’s essay on sec-
toral transformations in employment in Latin Ameri-
ca (Kaztman, 1984).

1. The manufacturing sector

A number of authors have formulated definitions of
existing forms of industrial organization. Touraine
(1989), for example, says that in many countries four
different levels of industrial organization can be dis-
tinguished: dominant industries, which are often en-
gaged in extractive activities and sometimes provide
more than half of a country’s exports (copper in
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Chile, tin in Bolivia, oil in Venezuela and Ecuador);
large-scale modern industries, which are usually
owned cither by the government or by foreign inter-
ests; domestic industries and the construction indus-
try, which are controlled by private investors of the
country in question; and the informal sector, which is
made up of small, low-productivity units. Other auth-
ors classify companies chiefly by size (large, medium
and small companies and microenterprises), by the
type of product (commeodities, capital goods, con-
sumer durables, consumer non-durables), or by refer-
ence to many other criteria. Of course, each of these
classifications is related to the specific objective of
the study in question. These vatious ways of class-
ifying business enterprises have a bearing on studies
concerning social stratification because, more ofien
than not, those who are conducting such studies have
to make use of the existing classifications. Thus, we
need to recognize the fact that, if the most decisive
feature of stratification in Latin America is the social
heterogeneity generated by its heterogeneous econ-
omic structure, then the way in which we are to draw
those distinctions does indeed make a difference,
Perhaps the first consideration is the much-
discussed imitative pattern of consumption and of
some production sttuctures. Fajnzylber (1983) saw a
morphological affinity between the industrialization
process in Latin Ametica and in the advanced coun-
tries: Latin America’s industrial growth had been
very rapid (even faster than in some developed coun-
tries, in fact), the alteration of its sectoral structure
fitted in with that of the more advanced countries,
and the increase in its productivity was considerable
and was associated with the most dynamic sectors,
This similarity between a large part of the region’s
industrial sector and the advanced countries did not,
however, extend to the production base of the econ-
omy as a whole, but was instead concentrated pri-
marily in production activities or product lines
capable of finding a niche in the international market.
An examination of the current situation reveals
that in some cases the industrial sector has estab-
lished strong linkages with other sectors, but such
tie-ins have not been as widespread or as positive as
one would hope; for example, if we look at the con-
nection between manufacturing and the agricultural
sector, we find that most agricultural machinery, pes-
ticides, fertilizers and other manufactured inputs are
imported, and that, as a rule, manufacturing indus-
tries have not managed to make full use of the poten-
tial market represented by agriculture, It is important

to note that where linkages between manufacturing
and agriculture do exist, the distortions in the for-
mer’s production pattern are transmitted to the latter
and influence the existing forms of social stratifica-
tion, which, as noted earlier, are associated with
structural heterogeneity, On the other hand, it is
doubtful whether, even if the existing industrial pat-
temn did expand its linkages with the agricultural sec-
tor, it would work a change in the latter sector as a
whole. Since the expansion of the manufacturing sec-
tor has been accomplished primarily through the ad-
dition of new product lines rather than through an
increase in the scale of production for existing goods,
there is reason to believe that increases in production
will tend to be oriented mainly towards raising the
consumption levels of middle- and upper-income so-
cial groups.

The situation as regards the relationship between
the manufacturing and services sectors (e.g., in the
financial market) is somewhat similar. The activities
in which transnational corporations predominate are
generally the ones that are growing the fastest, dis-
play a strong ability to secure external backing and
afford high rates of return. It is therefore not surpris-
ing that they are more attractive to investors in the
financial sector, including its domestic segment. In-
deed, it is interesting to note that transnational cor-
porations are obtaining a growing share of their
financing from sources within the host country.

Another significant factor is the linking of large-
scale enterprises through, inter alia, the formation of
large holding companies. De Oliveira (1989) cites the
Brazilian petrochemical complex of Bahfa as an il-
lustration of this type of linkage: the holding com-
pany owns stock in 13 firms, is directly involved in
the management of 10 companies now in operation
and 7 more that are starting up, and indirectly in
another 18 firms in the chemical, petrochemical,
alcohol-chemical and pharmaceutical industries.

Large holding companies have also been formed
in many other countries. These companies’ basis for
capital accumulation is no longer chiefly found in the
financial sector —as it was until quite recently— but
rather in the production of tradables for the interna-
tional market (agricultural, mining and manufactured
goods). A large portion of the stock in these holding
companies is often held by transnationals, but the
scope of external interests goes far beyond that, De
Oliveira (1989) states that in Brazil there is virtually
no sector or large firm that is not using some foreign
patent, trademark, technology or production process.

SOCIOECONOMIC STRUCTURE AND COLLECTIVE BEHAVIOUR + RODRIGO BANO
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There is also a great deal of foreign capital invested
in the production of consumer durables,

The presence of foreign firms is not unique to
Latin America (Fajnzylber, 1983), but the scale of
that presence may be, as well as its imitative produc-
tion structures and the acceptance of such a presence
in activities that do not necessarily entail a high level
of technological complexity. In policy-making in
this connection, there is a conspicuous absence of
participation by domestic groups that could play
an influential role in terms of public action and in
modifying the behaviour of national firms, both pub-
lic and private.

This relative absence of local initiative is par-
ticularly glaring in the area of decision-making
regarding available technological options.
Entrepreneurs are primarily guided by microecon-
omic considerations, and the technologies they
choose are therefore similar to those used by the
leading firms that are determining the direction of
industrial expansion. Since the latter are usually
transnational corporations, the technological profile
that ultimately emerges corresponds more closely to
these firms’ growth and diversification goals than to
macroeconomic objectives such as, for example, a
long-term increase in employment. Moreover, the
growth path of transnational corporations often does
not go hand in hand with that of the host country’s
production structure as a whole. Not only do transna-
tionals tend to grow more than their national counter-
parts; the type of products associated with these
corporations tend to expand more rapidly than do
goods produced by national firms for the domestic
market. Thus, the heterogeneity that generates sharp
inequalities in the region’s social structure and strati-
fication tends to be heightened by this process.

It is generally believed that large firms are mod-
em and use sophisticated technology while small
firms are more traditional. In some instances, how-
ever, large companies are the ones using traditional
technologies while small enterprises are utilizing ad-
vanced technology. What is more, the modernity of a
company cannot be measured solely by the technol-
ogy -when defined as production equipment and ma-
chinery- that it uses; the way in which its production
activities are organized, the dynamism of the econ-
omic relations it establishes and the role it plays in
industrial development must also be taken into con-
sideration.

Given the above, it follows that capital goods
industries are in the best position to transmit

and disseminate technological development and,
hence, that Latin America’s weakness in the area of
technology is associated with the backwardness of
this branch of industry.

Manufacturing companies have been classified
on the basis of a variety of criteria. One such crite-
rion has been the size of the company as measured by
the number of employees. This criterion not only in-
volves a numerical difference; it also implies differ-
ing levels of operational complexity and different
forms of organization and ownership. Each of the
component groups within a company —owners, entre-
preneurs, executives, administrative personnel, vari-
ous types of workers— establishes relationships with
the others that set it apart from similar groups in
other types of firms. This generates a greater degree
of heterogeneity and influences the social stratifica-
tion and behaviour of the various groups.

Based on this criterion, Castillo and Cortellese
(1988) use the following definitions in reference to
Latin America:

(i) Large firms are those which employ over 100
people, exhibit a relatively large-scale industrial
structure, have a diversified operational scheme that
is organized into specific units (e.g., different units
for various types of management functions, adminis-
tration, finance, sales, production, maintenance, de-
velopment, etc.), base the organization of their
workforce on a division of labour, have a generaily
complex ownership structure, use a strategy oriented
towards an oligopolistic structure and imperfect com-
petition, and target their activities for international as
well as domestic markets,

(i) Medium-scale firms employ between 50 and
99 individuals; their strategy is aimed at increasing
their scale of production and expanding their mar-

- kets; executive duties are generally performed by

more than one person; their organizational scheme is
less complex than that of large firms but more so
than the schemes used by small companies; and they
tend to maintain a certain degree of flexibility in their
production activities.

(iii) Small firms employ between 10 and 19
people; they are usually owned either by an individ-
ual or a simple partnership, and the owner generally
performs all or most management tasks; their capi-
tal/labour ratio is low, but may vary depending upon
the line of business in question; they have a high
degree of technological flexibility; their markets are
nearby, although there are exceptions in this respect;
and their business objective is generally not a type of

SOCICECONOMIC STRUCTURE AND COLLECTIVE BEHAVIOUR + RODRIGO BANG
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growth that would entail a more complex organiza-
tion or a larger scale of production.

(iv) “Informal” firms have a rudimentary organ-
izational scheme, lack a clearly-delineated division
of labour as well as any well-defined division of
ownership of the means of production, are based on
very little capital and require few skills of their em-
ployees.

The relative shares of total manufacturing employ-
ment accounted for by each of these different types of
companies vary from one country to the next.

With respect to the relative position of manufac-
turing-sector workers, Wolfe (1990) has stated that
during the 1980s these workers were subject to even
more severe disturbances than middle-income wage-
carmers were. These effects were the result of a com-
bination of actual decreases in income and
purchasing power and extreme insecurity regarding
these workers’ place in socicty and their future pros-
pects. The decrease in their wages amounted to as
much as 50% in some cases, and at some points in
time, the number of workers employed in the manu-
facturing sector tended to remain constant ar even to
decline while the urban labour force as a whole was
growing steadily. The vatious types of manufacturing
industries and firms exhibited considerable differen-
ces not only in wages but also in terms of working
conditions, labour relations, legally-mandated bene-
fits and access to social security and welfare systems.

Most of the researchers who have studied the
labour movement and the unions have used skill le-
vels and degrees of specialization —which often are
closely associated with the type of industry in which
workers are employed— as criteria for classifying
workers; but the nature of the company in which they
work (e.g., whether it is a transnational corporation,
an oligopoly, a firm with & high or low degree of
organizational complexity, etc.) is also a decisive fac-
tor in terms of their differentiation. These two bases
for worker differentiation give rise to sharply differ-
ing labour-movement orientations and courses of
trade-union action. Nevertheless, in broad terms,
Wolfe (1990) has emphasized the fact that during the
1980s most of the trade unions became less able to
defend the interests of their members, and their ca-
pacity for influencing national policy was greatly
diminished.

2, The agricultural sector

The rural population in Latin America has become a
minority, although its size has generally remained

constant in terms of absolute numbers, It is more
integrated into the countries’ societies and ¢conomies
than in the past, but this integration has, for the most
part, taken place on very disadvantageous terms and
has not been complete (Wolfe, 1990).

Lopez Cordovez (1982) indicates that the profile
of the agricultural sector differs from one country to
another, ranging from highly prominent to quite
limited. Be that as it may, he also points out that,
according to national accounts, between 1970 and
1980 the gross domestic product (GDP) of the re-
gion’s agricultural sector climbed by 3.5% per year,
as compared to an increase of 5.6% in total GDP.
During the same period, agriculture’s share of total
GDP slipped from 14% to 11.4%, while the agricultu-
ral workforce’s share in total employment shrank
from 42.1% to 36.2%. These decreases were coupled
with a number of shottcomings in the following areas
identified by L.opez Cordovez: (i) the potential food
demand of Latin American societies, with around 4.5
million undernourished people (food production ex-
panded by 0.8% per year while effective demand
grew by 3.6% per year); (ii) the production potential
of the region’s agricultural sector, inasmuch as only
slightly more than a quarter of the land suitable for
agriculture was actually farmed, (iii) requirements in
respect of agricultural exports; and (iv) the growth
rate of production.

Social inequality within the agricultural sector
continues to be a cause of concern. The United Na-
tions Food and Agriculture Organization (FAO) has
calculated that in 1973, 70% of the farm population
in Latin America was living under subsistence condi-
tions, that 45 million agricultural wage-earners and
40 million small landowners were together earning
about 35% of total agricultural income, and that their
average per capita income was an estimated US$115
(in 1970 dollars) per year. Medium-scale agricultural
producers represented 28% of the farm population
and 43% of the sector’s economic units. Large land-
owners represented 2% of the farm population,
owned 22% of the economic units and had an esti-
mated income of US$2 560 (again, in 1970 dollars)
per year. Another part of this picture was a still very
concentrated pattern of land access, with large land-
owners occupying 47% of the land under cultivation
and campesinos just 2.5%.

If a distinction is drawn between agribusiness
and the agriculture practised by small farmers, we
see that as of the early 1970s, the differences be-
tween the two wete significant.

SOCIOECONCMIC STRUCTURE AND COLLECTIVE BEHAVIOUR + HODRIGO BANO
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During the past few decades, traditional agricul-
ture has been in decline in Latin America, According
to Gomes and Pc¢rez (1979), three options for dealing
with this situation have been applied in varying com-
binations in the different countries: an increase in the
number and relative proportion of wage-carners in
the active population within the agricultural sector;
the physical expansion of subsistence farming (al-
though at times this has occurred only in terms of the
number of people and production units); and in-
creased migration to the cities. At the same time,
however, the capitalist type of agrarian economy has
clearly been becoming the predominant form. All the
rest, in one way or another, have come to be depend-
ent upon it; in the case of small landholdings, this has
been due to the occasional hiring out of manpower;
in the case of independent peasant farmers, it has
been because they have had to sell a portion of their
surplus output on a market in which the capitalist
form of agrarian economy had a decisive impact; and
in the case of large landholdings, it has stemmed
from the need to restructure internal production rela-
tions in order to remain competitive in the market. In
this regard, Mir6 and Rodriguez (1982) noted that no
progressive homogenization processes have been ob-
served to be at work in the region’s agricultural sec-
tor, and that the impact of the capitalist economy on
this sector is manifested in some geographic areas
and spheres but not in others. Gomes and Pérez
(1979) believe that the peasant economy is also
linked to the modern agricultural sector through mar-
keting firms and agribusiness, which have developed
in conjunction with the capabilities for expanding
commercial agricultural production. These com-
panies tend to manage the market on a menopsonistic
basis, which gives them an additional means of se-
curing the surplus produced by the peasant sector; the
peasant farmers, for their part, are the ones who
usually have to absorb the effects of price fluctua-
tions and gluts on the market.

Lopez Cordovez (1982) lists a series of traits
characterizing the modern agribusiness sector:
greater homogeneity as a production segment, firms
whose economic size ranges from medium-scale to
large, considerable control over production resources,
a substantial amount of capital and a certain invest-
ment mix, the adoption of relatively complex techno-
logical systems, some degree of specialization in
the chosen product lines, sophisticated technical

- and administrative organizational schemes, the es-
tablishment of certain types of labour relations,

interrelationships with other spheres (e.g., finance,
manufacturing, commerce and the media), and ties to
centres of power and decision-making. In addition, as
indicated by Gomes and Pérez (1979), modern enter-
prises are the ones that most often benefit from gov-
ernment investment in infrastructure and from many
economic incentives and support services, as well as
access to credit, profitable prices, relatively protected
markets and technical assistance. As a result of all
this, new technologies tend to be concentrated in
firms of this type and modern business conglom-
crates tend (o become consolidated. Another feature
of these groups is their political ability o secure the
support of the State apparatus.

Transnational corporations have also played a
role in the modernization process, not only in tradi-
tional agrarian activities but also in the creation of
agribusinesses, Although agribusiness has been
around for some time in the region and the food sec-
tor is actually one of the most important components
of regional industry, it mirrors the pattern exhibited
by the industrial production structure. It is also true
that within the agricultural scctor, the branches that
produce staples expand more slowly than do those
making products designed for middle- and
upper-income strata,

Lopez Cordovez (1982) contends that agribusi-
ness depends primarily upon agricultural entrepre-
neurs for its expansion, since they can provide
linkages between its production activities and com-
mercial activities. Agricultural enterprises therefore
gear their products to the tastes of middle- and upper-
income urban consumers who can afford to buy their
processed products. Agribusiness, according to the
above author, thus bypasses peasant agriculture and
poor rural and urban consumers, Transnational cor-
porations have not, however, confined their activities
o the development of agribusiness; there has also
been heavy foreign investment in agricultural ma-
chinery, agrochemicals (fertilizers, insecticides, fun-
gicides, herbicides) and veterinary products.

An increasingly widespread shift towards wages
as the preferred form of remuneration for agricultural
workers has gone hand in hand with this transforma-
tion of the agrarian sector. The changeover to wage-
based remuneration has not, however, always
ushered in more permanent employment situations.
Temporary work has become a quite common hiring
basis, and is routinely used in Argentina and Chile
for the fruit harvest and packing and in Central
America for the coffee harvest, but it is spreading to
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other activities as well, In Brazil, an estimated 40%
of the agricultural workforce is hired on a temporary
basis. According to Kaztman (1984), this practice is
associated with the introduction of labour-saving
technology in some —but not other- phases of the
production cycle for each crop and with the oversup-
ply of labour. In some cases, employers even go to
the cities and to the outlying areas of major metro-
polises to recruit temporary workers for seasonal
jobs. For Mir6 and Rodriguez (1982), the hiring of
temporary workers 1o take the place of permanent
employees is associated with the surplus supply of
labour; however, when there is no such surplus or
altemnatives are available (such as migration to arecas
along the agricultural frontier), relations similar to
those seen in sharecropping systems, or even openly
semi-servile relations, tend to be recreated. The hir-
ing of temporary workers takes place even in areas
where agribusinesses are operating when labour
shortages arise.

Paradoxically, an increase in family farms has
accompanied the development of the agribusiness
economy. This expansion of the peasant-farmer, or
campesino, sector has been a quite widespread phe-
nomenon in the Andean countries (Bolivia, Chile,
Ecuador and Peru), but i is also beginning to be a
factor in, for example, Central America as well, Ag-
rarian experts characterize the fundamental motiva-
tion for peasant agriculture's economic activity as
being 1o ensure the household’s income level, repro-
duce its workforce and permit the replacement of
farming tools and equipment. The organization of its
production tasks is family-based, and the main aim is
the reproduction of the family unit in either its pres-
ent or an expanded form. This sector should not,
however, be thought of simply as the continuation of
a traditional activity.

Indeed, during the crisis of the early 1980s, peas-
ant agriculture’s response capacity was sometimes
better than that of agribusiness, and it helped to make
the decrease in the output of commodities less sharp
than had been feared. There have even been some
cases where groups of small-scale landholders have
managed to obtain better terms of trade for food pro-
ducts on the domestic market while receiving in-
creased State assistance for peasant agriculture,
Nevertheless, since the primary goal of the peasant-
farmer economy continues to be to ensure the survi-
val of the family group, with the emergence of these
new conditions peasants have begun to spend part of

their time working for wages on production units not
run by their own family. The income earned in this
way has become a basic component of peasant-
household subsistence and of the peasant economy
itself,

3. The services sector

The development of the services sector and its impli-
cations are a subject of debate in Latin America
today. As compared to the experiences of the ad-
vanced countries, this sector’s growth does not ap-
pear Lo bear any relation to the level of development
of the sectors engaged in direct production activities.
In 1980 the share of total Latin American economic
activity accounted for by setvices was similar to what
it had been in the central capitalist countries in 1960,
and in countries such as Argentina, Chile, Colombia,
Uruguay and Venezuela, the figure was the same as
or higher than the 1980 figures in the economics to
which they were being compared (Pinto, 1984). This
fact notwithstanding, other authors have indicated that
the way we look at the services sector has changed.
They maintain that development was traditionally re-
garded as a process that took place in stages and as a
gradual transition from agriculture to industrialization
and from there to a post-industrial stage that was
sometimes known as a “service-based” society.

Prieto (1986) notes that some later studies have
attributed special importance to the links that appear
to exist between certain service activities and the rest
of the economic and social fabric. He feels that the
externalities gencrated by these links are of such a
magnitude that the efficient, inexpensive provision of
certain services will not only become one of the
determinanis of the pace of development, but will
also play a crucial role in shaping the development
styles and patterns being sought by the countries of
the region. This appears to apply to the current phase
of the international economy’s development, al-
though we need to determine which services may be
playing such a role and which are not and are there-
fore part of the phenomenon that has come to be
known as “spurious tertiarization”. This author also
discusses the size of the services sector in Latin
America and its economic, social and technological
significance; on average, this sector contributes
around 60% of the total value added by the region
and employs at least 46% of its labour force; the
latter figure may be even higher, in view of the con-
centration of labour and the importance of service
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activities in the vast informal sector of the economies
of the region. Without aitempting to downplay the
significance of the services sector, it should be noted
that this last statement introduces a note of caution
with regard to the role it plays. While recognizing the
modernization of many elements in the sector, Pinto
(1984) draws attention to the hypertrophy of Latin
America’s major cities and associates it with a spuri-
ous form of tertiarization, especially as regards un-
skilled services and various forms of under-
employment or informal work.

The above is highly relevant to our exploration
of Latin America’s social structure and stratification,
and especially to our understanding of how they are
changing. We might therefore consider a few specific
cases by way of example. Kaziman (1984) says that
studies conducted in five countries (Brazil, Costa
Rica, Guatemala, Peru and Venezuela) in the early
1980s indicate that production-related services
(banks, credit agencies, financial institutions, insur-
ance and real estate agencies, warehousing services
and general business services) had the fastest rate of
growth but represented only 7% of this sector. The
second-fastest growth rate was that of social and
community services, including government activities,
the armed forces, health, education, culture, social
welfare, communications, urban sanitation and other
services that are primarily provided through the State
apparatus. Distribution services (transport and com-
merce) were in third place (except in Brazil) but em-
ployed the lion's share of the workforce in the
tertiary sector. Personal services ~the largest compo-
nent of which was domestic service— were in fourth
place. Actually, this highly heterogeneous sector has
indeed undergone some technical modemization, but
these processes have for the most part been concen-
trated in informatics and financial services.

However, since modern services are bringing
about changes in the characteristics of middle-
income strata, it is worthwhile to consider this situ-
ation further. According to Prieto (1986), the transna-
tionalization of services has been a logical extension
of the transnationalization of goods. It has taken
place within large conglomerates in the fields of
banking and insurance, advertising, auditing and in
many other services that provide essential support for
the internationalization of the economy of the central
countries. Both transnational corporations and other
types of firms in the transport sector have undergone
4 modernization process with the introduction of
containers and their associated technology and the

integration of different modes of transport into
large-scale operations. Even in the production of
goods itself, the services component has expanded,
particularly in the area of informatics; this is espe-
cially the case for high-technology products in
which international trade is burgeoning. Technol-
ogy is an influential factor in the internationalization
and thorough-going transformation of certain ser-
vices —including some professional services which
previously were provided almost exclusively by the
domestic market (e.g., architectural services and
management consulting)- in which computerized de-
sign or management techniques are being applied. It
should be noted here that these modernization pro-
cesses may also lead to increased concentration.

In addition to the modernization of services
through the introduction of new technologies, how-
ever, changes are also taking place in some services’
traditional forms of organization, and this has impli-
cations for the economic and social power structure.
A particularly significant phenomenon in this con-
nection is the merger of banks with non-banking fin-
ancial institutions to form “multi-banks” which offer
passbook savings accounts at the same time as they
engage in open-market operations, administer invest-
ment and mutual funds, engage in mortgage banking,
facilitate individual or corporate operations in the
construction industry, etc. Moreover, investment or
merchant banks have often moved over into commer-
cial banking, and the banking industry as a whole has
expanded into other sectors to form large, diversified
holding companies. Foreign groups have played a pi-
votal role in this process.

As we have seen, the services sector is extremely
heterogeneous and the social strata that make it up
are highly diverse as well. A connection is often
made between the tertiary sector and middle-income
strata, and although this may not be entirely appro-
priate, since these strata are also very much a part of
other sectors of the economy, the fact remains that in
Latin Ametica their growth and their social and pol-
itical influence have been closely associated with the
characteristics of the tertiary sector.

According to Wolfe (1990), as a result of the
crisis of the 1980s —although other earlier, and not
exclusively economic, factors may also have had an
influence—- middle-income wage-earners found them-
selves in insecure positions and saw their incomes
decline. This may have widened the gap between re-
ality and the aspirations of these groups (especially
as they related to modern consumption patterns and
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inter-generational upward mobility), which had
become deeply entrenched during the years of econ-
omic expansion. Among the middle-income strata,
the groups that had grown the fastest had been those
positioned within the technocracy, professional fields
and government bureaucracy, which were the main
sources of employment for university graduates. Em-
ployment in these areas, in numerical terms, was
maintained or even grew in some cases despite the
crisis and policies aimed at trimming down the bure-
aucracy, but only at the cost of wage reductions and
a deterioration in working conditions. -

Rama and Faletto (1986) draw attention to the
fact that the intellectual frames of reference for these
groups have changed radically, becoming similar to
those of their counterparts in the developed world,
with the adoption of attitudes that emphasize effi-
ciency, functional specialization, rational organiza-
tion and new concepts of the State. Some dependent
or wage-carning middle-income groups formed as a
result of the expansion of the State’s administration
functions, and others did so thanks to the develop-
ment of commercial services designed to meet a ris-
ing level of consumer demand in urban areas; still
others owe their existence to the inctease in social
and community services, particularly education and
health. Independent, non-manual middle-income stra-
ta, on the other hand, saw their influence decline
throughout the region, were crowded out by the
growth of the State and of large economic organiza-
tions and, in many cases, even declined in status
relative (o other groups, such as, for example, skilled
manual workers. The technocracy and bureaucracy
~or, more accurately, the members thereof- played a
key role, however, as they administered the func-
tions, on an ad hoc basis, of public resources in rela-
tion to capital accumulation and the reproduction of
the labour force, and went on to articulate and medi-
ate the relations between classes or between private
interests and those resources. For all intents and pur-
poses, their role as mediators transformed them into
policy-making agents,

4. The Informal sector

Many authors have drawn attention to the persistence
of concentrative and exclusionary elements in the
prevailing development style, with the most obvious
manifestation of these elements being the size of the
“informal” labour force. The Regional Employment
Programme for Latin America and the Caribbean

(PREALC, 1988a) has found that the growth of the
economically active population (EAP) did not slow
down during the crisis (i.e., between 1980 and 1983).
Initially, the adjustment chiefly took the form of a
rapid increase in open unemployment and, later, in a
sharp increase in urban informal employment, The
1984-1985 biennium saw the beginnings of a partial
recovery: total unemployment fell by 8%, but much
of this improvement was due to an increase in infor-
mal employment. Employment rose by around 2.6%
annually in the formal urban sector but by nearly 7%
in the informal sector, Between 1985 and 1987 the
recovery strengthened, but informal employment
continued to rise steeply and, in fact, served as the
vehicle for the labour market’s adjustment. It should
be remembered that informal employment exists in
all economic sectors; for example, in the manufactur-
ing sector informal employment levels are fairly high
~close to the average for the other sectors of the
economy. Thus, we not only need 1o ascertain which
individuals make up the informal labour force; we
also need to bear in mind that many are linked to
“informal enterprises”.

Castillo and Cortellese (1988), quoting Victor
Tokman, describe “informal enterprises” as ru-
dimentary organizations lacking a clear-cul divi-
sion both of labour and of the ownership of the
means of production, having very little capital in-
vested and low skill requirements. “Informal en-
terprises” have difficulty gaining access to
competitive markets and to the demand base of
concentrated markels, and their ability to compete
is determined by average income as an adjustment
variable, In the presence of market constraints, the
greater the amount of surplus labour, the lower the
incomes of the individuals working in informal ac-
tivities. During the recession, notes Wolfe (1990),
the drop in the output of modern consumer-goods
industries, in impott capacity and in consumer pur-
chasing power left some room open for small, un-
regulated industries, but large companies probably
moved in to take up this slack by using the infor-
mal sector for piecework and the marketing of pro-
ducts by street vendors.

According to PREALC (1987), although informal
economic activity is largely the result of the search
for enough income for survival, the Governments
have adjusted by passive means to this staie of affairs
through their tolerance for and gradual legitimization
of a de facto situation. This is the case with respect
to substandard housing, the unregulated operation
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of transporiation services and the growth of un-
authorized commercial activity, Even as a response to
the crisis, in many cases efforts were made to in-
crease the flexibility of the labour market by mod-
ifying the labour laws or cutting back on inspections
and adopting a more tolerant attitude to the evasion
of the regulations in force. As was to be expected, all
of this made it more difficult for the organized sec-
tors’ trade unions to pursue an active policy of collec-
tive bargaining. It is also important to note that a
number of authors have likened the relationship be-

II

tween modem and informal activities to a trade bal-
ance. The informal segment of the economy pur-
chases its capital goods, many of its production
inputs and most of its households’ consumer goods
from the modern segment of the economy and, in its
turn, sells a sufficient amount of a variety of goods
and services to wage-earners in the modern sector to
keep this trade balance in approximate equitibrium.
Hence, the division of society into those who are
included and those who are excluded does not signify
the absence of relations between the two.

Social stratification and

community of interests

The above-mentioned heterogeneity raises a social
and political question as to the possibilities for col-
lective action, i.e., the opportunities for certain sec-
tors or groups to determine the course of the social
and political process or at least to influence it. In this
regard, we need to examine certain conditions for
collective action that arise out of the capacity to
achieve and organize a community of interests,
whether as a means of corporate defence or as a way
of presenting those interests as an agenda for society.

1. Heterogeneity and the possibllity of achieving
a community of interests at the corporate level

In Latin America the virtually absolute ascendancy
of neoliberal thought could lead to the facile conclu-
sion that entrepreneurs have not only achieved a
community of interests as a sector, but have also
managed to shape those interests into an agenda ca-
pable of being embraced by the whole of society. The
term hegemony, as used by Gramsci, could thus be
applied to entrepreneurs in their capacity as a group
of leaders. However, at this level of abstraction we
are not in & position to comprehend the actions taken
by entrepreneurs which, under certain circumstances,
would enable them to exercise that hegemony.

It should be noted that the heterogeneity of en-
trépreneurs as a group has increased beyond the point
that was traditionally used to differentiate them ac-
cording to size and sector of economic activity. This
reduces their chances of achieving a community of

interests. Inter-company differences in technological
sophistication are important, but the natute and level
of their links with other firms are more so, especially
on a transnational scale.

Very little information about the upper reaches
of the entrepreneurial sector is to be had, since infor-
mation about the actual links existing at this level,
the extent to which given entrepreneurs control dif-
ferent firms and the make-up of business conglom-
erates is generally viewed as confidential. Existing
studies do, however, tend to stress the increasingly
important role played by large transnational corpora-
tions in the formation of the major holding com-
panies and the financial segment’s ascendancy over
the rest.

Except in some very generic areas, such as tax
policy, it is usually no easy task to achieve an overall
uniformity of interests. Disputes often arisc between
different actors which then put pressure on the State
1o enact measures favourable to them, The main par-
ties to such disputes are usvally national holding
companies with links to transnational corporations,
on one side, and firms oriented towards the domestic
market, on the other.

Transnational holding companies tend to regu-
late their own conduct, which is why they are strong
advocates of the idea that the economy can manage
without State intervention and that it should be as
open to external trade as possible. For their part,
firms that produce for the domestic market tend to
develop forms of corporate organization that will
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enable them to defend their interests, which are al-
most always linked to specific kinds of products, and
tend to call for State regulation, especially, inter alia,
in the form of tariff protection, support prices, soft
loans and technical assistance,

These leading actors of the entreprencurial sec-
tor are not new in Latin America; on the contrary,
they have almost always set the tone for the domi-
nant sectors and have often had a turn at being in a
position of pre-eminence themselves, What appears
to be happening now is that many of the advantages
acquired by companies involved in producing for the
domestic market during the import-substitution stage
are slipping away, and the export sector is once again
becoming more influential. The transnational holding
companies now operating in the region often defy a
clear-cut differentiation between domestic and exter-
nal markets, however, The segmented transnationali-
zation of the domestic market for goods and services,
along with the growing transnationalization of the
labour market, even makes it extremely difficult to
draw the above distinctions,

Large-scale, modern entreprencurs are often
quite cosmopolitan, with links to the international
economy and a broad array of production sectors in
the country and abroad. Their participation in verti-
cally- and horizontally-integrated holding companies
and in a wide variety of areas of economic activity
make them wvery well equipped to regulate them-
selves and reduce or eliminate the need for them to
champion their interests before the government.
What is more, if it does become necessary to do so,
they can command the attention of the authorities
directly, who will be wary of the consequences if
these companies were to mobilize their enormous
economic power. In any event, the existence of this
situation was brought out quite clearly during the ex-
ternal debt crisis.

Apart from these groups, the creation of a com-
munity of interests within the entrepreneurial sector
-always a difficult undertaking due to the differing
and even conflicting needs of the sector’s various
activities— is usually carried out through trade organ-
izations having a long history in the region. These
organizations usually act as pressure groups whose
effectiveness tends to bear a direct relation to how
specific the group they represent is. Today, however,
entreprencurial irade associations appear to be stead-
ily losing power. This situation fits in with the in-
creased entrepreneurial heterogeneity to which we
referred earlier and is reinforced by the large

transnational corporations’ tendency to integrate
other entrepreneurial groups into subordinate posi-
tions while linking these groups’ interests with their
own, thus disrupting the solidarity that could form
among entrepreneurs of a similar status or nature.

Despite all this, however, in various countries of
the region the perception of a serious threat (which
may have been real or imagined, but which was cer-
tainly seen as being real) to the very foundations of
the entrepreneurial class sparked a strong reaction
and thus strengthened its trade organizations. Later,
the wave of authoritarian regimes that swept over the
Southern Cone and other countries of the region
found a staunch supporter for its establishment and
preservation in these trade organizations, whose
strength and capabilities for action were thus further
augmented. As a result, these organizations have con-
tinued to be quite strong even during the period of
democratic consolidation. But their strength is more
political than economic, and tends to wane as the
modernization process facilitates the formation and
predominance of large national holding companies
with ties to transnational capital,

2. The formation of a community of interests in
middle-class strata

Apart from the theoretical and empirical difficulty of
defining the middle class, considerable changes have
taken place in terms of the representation, organiza-
tion and action of certain groups with which it has
been identified.

In the past, the most visible representatives of
the middle class were a large contingent of em-
ployees in both public and private services that pro-
vided training and reproduced prevailing living
conditions, a stratum of professionals and techni-
cians, and a large petty bourgeoisie that had ties to
the various economic activities and was especially
numerous in the fields of commerce and transport. Its
direct links to the State or its reliance on the demand
generated by working- and middle-class strata con-
tributed to its articulation in development agendas
directed towards the incotporation into society of
sectors that had been bypassed by the system.

Achieving a community of interests was a strong
possibility in the public sector, where the capability
existed to bring pressure at both the trade-organiza-
tion and political levels. At a professional and techni-
cal level, trade associations’ corporate defence efforts
were quite successful. The petty bourgeoisie, on the
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other hand, had great difficulty in achieving a com-
munity of interests, except in occasional cases where
it was able to mobilize itself with the help of organ-
izations which, although not very cobesive, managed
to become a referent for collective action under very
specific circumstances.

Today, the situation has changed a great deal,
although the extent of that change varies markedly
from one country to another (ECLAC, 1991).

One such change has been a sharp reduction in
government employment owing 10 the rapid privatiza-
tion of State production and service enterprises. Even in
those instances where State employment has not been
subject to direct cutbacks, its relative magnitude has
declined in particularly important activities, such as
education and health, which find themselves in an
uneven contest with private firms that discourage their
workers’ efforts to assert their demands.

The public-sector crisis, which affected the indi-
vidual Latin American countries in very different
ways, occasioned the loss of structural positions that
had afforded a relative capacity for forming a com-
munity of interests and establishing strong organiza-
tions. The emergence of private enterprise in the
social services has not only led to the diversification
of the counterpart services but has also helped to
heighten the sector’s heterogeneity. This increase in
heterogeneity makes it more difficult to achieve a
community of interests, since it has given rise not
only to huge differentials in remuneration levels, but
also to different forms of linkages with corporate
bodies arxl labour.

Meanwhile, the loss of the “liberal” character of
the activities of professionals and technicians has
been accelerating as these people move, under widely
differing conditions, into companies characterized by
large investments in equipment and technology. The
situation in the health field provides a particularly
good illustration of this state of affairs, but similar
situations are to be found in all areas of endeavour.
In addition, new technicians and professionals are
coming up who are joining companies that are very
directly involved in production, such as modern
advertising, communications and informatics. Their
lack of a trade-union tradition and their heavy re-
liance on investrent in technology leaves them un-
prepared for attempts to broaden the base of their
interests at any level whatsoever, Moreover, since
these are new types of activities, individual expecta-
tions of social mobility are very high, which militates
against an orientation towards collective action..

Finally, the petty bourgeoisie, which always has
difficulty in arriving at a community of interests, is
also increasing in heterogeneity. This is caused not
only by technological progress and integration into
an economic model dominated by a tendency to-
wards transnationalization, but also by the emergence
of a new segment of small-scale entrepreneurs who
have been crowded out of public-sector employment
and have undertaken activities on their own account
in commerce, transport, and even manufacturing and
agriculture. Medium- and small-scale entrepreneurs’
dependence on large-scale enterprise is also spread-
ing via subcontracting practices in the services sector
and by way of product processing, distribution and
marketing networks (agriculture and fisheries) or
component integration (manufacturing) in the pro-
duction sector. This increased heterogeneity and de-
pendency makes it even more difficult to establish a
community of interests and lowers the profile of
small and medium-scale entrepreneurs in the entre-
preneurial sector’s trade organizations.

If, in addition to the changes that have occurred
in each segment of the middle class, we now look at
how these various segments have changed in propor-
tion to one another, we see an increase in the
presence of those segments that are most receptive to
identification with the entrepreneurial sector and to a
corresponding ideology, which reinforces individual-
ism and contributes to the fragmentation of these
strata. At the same time, these strata find it more
difficult to adopt positions that will bring them closer
to the working class, as they had done in the past
during times of greater social integration. And finally,
the segmentation of the markets for goods and ser-
vices and their internationalization discourage the
middle classes from defending redistributive policies
or championing the integration of the working class.

3. Community of interests in the working class

Over the years the region has devoted special atten-
tion to the working class owing to the importance
—both attributed and real- of the role it has played in
shaping highly influential social and political forces
ever since Latin America’s industrialization process
began. The European development pattern, which is
always present, either implicitly or explicitly, in ana-
lyses of this subject in the region, has guided many of
the comparative studies done in this arca (including,
among others, that of Przeworski, 1983).
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The working class’s ability to achieve a com-
munity of interests was vittually taken for granted,
while socialist thought clearly conferred upon it the
revolutionary option of moving beyond that state and
casting itself as the foundations for a reorganization
of society. What seemed difficult for others to ac-
complish was presented as something that simply
came naturally to workers. Although their mission in
history might be called into question, trade-union or-
ganizations became an established fact as the indus-
trialization process proceeded, and their political role
also seemed clear in relation to phenomena such as
populism or the configuration of what has sometimes
been called the “committed State”.

Studies on this sector conducted by ECLAC have
told of significant changes that have a vety direct
impact on this sector’s ability to form a community
of interests and to act as a collective body (ECLAC,
1989). According to a quantitative estimate relating
quite closely to the issue posed by shifts towards or
away from the use of wages as the main basis for
workers’ remunerations, movement in the direction
of wage-based remuneration, when viewed as a natu-
ral phenomenon of capitalist development, is neither
linear nor constant or irreversible; generally speak-
ing, there was movement (although it was not very
rapid) in this ditection during the period 1950-1980,
but the crisis of the 1980s appears to have reversed
this process.

In the agricultural sector, also according to these
studies, a rapid shift towards wage-based remunera-
tions took place as a result of the build-up of capital
assets that accompanied the development of modern
agribusinesses oriented towards exports and the do-
mestic market. Contrary to what would be expected,
however, this transition towards wage labour has not
led to a homogenization of agricuitural workers,
which obviously hinders attempts to atrive at a com-
munity of interests. Moreover, the conditions associ-
ated with the type of enterprise in question are not
the only relevant consideration in connection with a
shift towards wage-based remuneration schemes in
the agricultural sector; the seasonality of the produc-
tion activity is also a factor and has given rise to a
large segment of temporary workers —including many
urban workers and women- having highly specific
traits. A similar situation, albeit with some differen-
ces owing to the type of activity involved, is found
in the fisheries sector.

In the manufacturing sector, the above studies
indicate that workers are in very different positions

depending on whether they are employed in large-
scale modem industrics producing capital or inter-
mediate goods, consumer durables or non-durables
industrics, medium- and small-scale manufacturing
enterprises, workshops or construction. When dif-
ferences in technological capabilities are added to
this picture, it becomes clear that the sector exhibils a
marked degree of heterogeneity which is manifested
in differing and even opposing interests.

In the mining sector there have also been sweep-
ing changes which have affected the capacity for ac-
tion of sectors that have traditionally been very active
in the trade unions and politics. Through a process
which has fong been at work but which has intensi-
fied in recent years, the introduction of modern
mining technology has been edging out the labour-
intensive forms of production which used to as-
semble vast numbers of unskilled workers in
mining camps where they lived in closely-knit com-
munities. As a result, the number of workers em-
ployed in mining has fallen sharply, while the skill
levels required have risen. Although some traditional
mining companies still remain, they are clearly in
decline and their only chance of survival lies in re-
tooling, which would translate into mass lay-offs of
workers; the privatization of mining concerns would
only accelerate this process. In countries with a long
history of mining activities such as Bolivia, Chile
and Peru, the situation has sparked a defensive mo-
bilization on the part of the workers concemed, who
have not, however, been able to halt the lay-offs, al-
though in some cases they have managed to delay
privatization. In more colourful terms, we might say
that the image of coal or copper miners is being
eclipsed by that of oil drillers, whose more limited
numbers, high skill levels and large incomes generate
other types of interests that differ from those of the
great mass of workers in the country.

Finally, the above-mentioned studies indicate
that the number of workers employed in the services
sector has risen steeply, thereby giving rise to what
has been dubbed the “tertiarization of the working
class”. This is in keeping with worldwide trends to-
wards the use of modern technology in manufactur-
ing and the growth of the tertiary sector. The increase
in such workers has been especially notable in the
fields of transport, communications, repair work, and
personal non-domestic services (ECLAC, 1989). The
upshot has been a “tertiarized” working class repre-
senting a third or mote of the economically active
population in many countties of the region. The
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characteristics of this segment differ from those of
the industrial working class which served as the basis
for all the analyses of conditions and forms of action
in terms of the struggle between classes. These dif-
ferences arise not only because tertiarized workers
are not directly involved in material production acti-
vities, but also because their working conditions are
not conducive to collective identity and action. They
usually work alone or in small fitms, they generally
lack job stability or a permanent contract, and the
companies in this field, including the large firms,
tend to subcontract work out to small- and mediuvm-
scale entreprencurs, thereby making such workers’
employment situations even more unstable, If we
look at the situation of each segment of the working
class, it becomes clear that even at this level it is
difficult to achieve a community of interests. Their
heterogeneity not only reduces the number of wor-
kers in equivalent situations, it also worsens the con-
ditions in each case under which such a community
might be formed.

If we now look at the overall picture with regard
to manual workers, we see that those segments which
usually assumed leadership positions in the presenta-
tion of workers’ demands have declined in strength,
'The decrease observed among workers employed in
manufacturing appears to be the most significant de-
velopment in this connection when considered in
conjunction with the earlier reduction in the combat-
ive ranks of miners.

The re-articulation of workers as a sector does
not promise Lo be an easy task, given the loss of their
identity as “the working class™ as a result of the la-
bour shifts which have added to the influence of the
tertiary sector at the expense of the production sector,
At the same time, the greater degree of heterogeneity
among business enterprises translates into sharp dif-
ferences among workers that hinder the formation of
a community of interests. What is more, even when
some measure of communality is achieved, it is
usually in reference to specific firms and activities,
and this generates a tendency towards isolation and
corporate defence rather than a.search for broader
areas of agreement, ‘

Another relevant phenomenon is the spread of
unstable labour relations in this sector. In some cases
the differences between a greater or lesser reliance on
wages as the primary basis of remuneration become
meaningless as new types of relationships between
workers and firms, new ways of organizing the work
to be done, new systems of remuneration and other

new elements are developed which move us away
from traditional classifications, We are not referring
here to the forms of job instability that have long
characterized domestic service or temporary agricul-
tural work, but rather to novel types of relationships
that represent departures from formal work contracts
for stable, regularly-paid jobs. Today, contracts tend
to be task-based, offering no guarantee of stability or
social reproduction; these contracts disconnect the firm
from the worker in every way except the purchase of
the labour incorporated in the product in question.
This results in very little wotker solidarity, since wor-
kers compete with one another and often do not even
perform their jobs in the same physical location, Fur-
thermore, the workday has no definite limits, since
the firm is buying the work performed, not the
worker’s time, and even in the event of legal limita-
tions in this regard, work shifts can be prolonged
through the mechanism of overtime or, more simply,
by contracting other shifts in other companies.

In sum, these changes —stemming from irends
towards wage-based systems of remuneration in the
agricultural sector, manpower reductions and
changed conditions in the mining sector, the shrink-
age of the working class in the manufacturing sector,
worker “tertiarization”, heightened job instability,
and the growing heterogeneity of manuat workers—
reduce the chances of shaping a community of
interests among the various groups of workers. At
the same time, a decline is to be observed in the
forcefulness with which workers present their de-
mands —generally to the State- for measures to en-
sure the reproduction of the labour force through
policies on health, education, housing and social se-
curity. Thus, the crisis of Latin America’s infant wel-
fare State and the privatization of those services
makes the possibility of establishing community of
workers’ interests at that level more remote.

4. Marginality

For the purposes of our analysis of the possibilities of
broadening the base for a community of interests and
of collective organization and action, the concept of
marginality appears to be a.more suitable choice than
those of poverty or the informal sector, although
these latter terms may be the concepts of choice in
other contexts,

The prospects of achieving a community of in-
terests in the various segments of the population and
of representing those interests are not determined by
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income levels but rather by those segments’ different
structural positions. The fact that a given structural
position engenders poverty does not signify that the
two terms mean the same thing. On the contrary,
there are many poor people in the working class, but
their poverty does not bar them from membership in
that class.

The distinction with respect to the informal sec-
tor is perhaps more difficult to define, since marginal
workers usually enter into informal work situations.
Nevertheless, the most concrete definition of the con-
cept of formal economic activity refers to compliance
with labour laws and is therefore not applicable to a
vast segment of matginal workers who, because they
work as direct producers of goods and services or
because of other circumstances, do not enter into the
types of labour relations that can be formalized, The
same can be said of the legal formality of their inde-
pendent economic activities.

The difficulties which one encounters in trying
to define informal economic activity in non-legal
terms do not make such an option advisable either,
although, as we have seen, it can be very useful in
determining the structural economic conditions of
stratification. Tokman’s (1979) observations remain
valid in this regard, although it would be very hard to
envision a community of interests in the informal
sector.

Despite its theoretical obscutity, the concept of
marginality has a connotation of exclusion which is
of particular impottance in a region heavily in-
fluenced by an economic model that leads to an in-
creasing degree of systemic integration and, at the
same time, to social exclusion. The latter is what con-
stitutes social marginalization, whereby some por-
tions of a population are structurally excluded both
from prevailing production relations and from a share
in the social product.

Of course, marginality is a relative concept,
since certain types of positions within the working
class and even among non-manual workets with low
skill levels entail a significant degree of marginality.
Here, howevet, the concept refers chiefly to the type
of link with production activities maintained by the
sectors that are categorized as marginal (i.e., persons
who have no regular arrangement for the sale of la-
bour and are not part of a petty bourgeoisie which
sells independently-produced goods and services).

It should be borne in mind that, according to the
findings of empirical studies, informal activity is not
always or inevitably synonymous with underemploy-

ment, low productivity or extreme poverty (ECLAC,
1989). This has led some researchers to use quantita-
tive definitions of living standards in an attempt to
conceptualize the phenomenon of poverty, which has
been the subject of a number of recent analyses
whose findings are quite disquieting.

The conceptualization of informat activity or of
poverty is not aimed at determining whether or not
conditions are conducive to the formation of a com-
munity of interests or to collective organization or
action. Instead, the objective is to identify situations
in which levels and modalities of economic develop-
ment can be measured, usually as a way of providing
inputs for the design of policies to deal with certain
problem situations. This is particularly clear in the
case of measurements of poverty and proposed
courses of governmental action to address the most
serious situations.

In contrast, the question of marginality has had a
strong political connotation from the very start. In the
1950s, there was concern about the possibility of margi-
nal sectors becoming mobilized, either spontaneously
or otherwise. Later, in the tumultuous 1970s, attention
turned to these sectots’ revolutionary potential.

Originally, however, the concept of marginality
contained a spatial element, in that the people classi-
fied as marginal were those who lived in makeshift
housing located on the “margin” of the cities, in
“shantytowns”, “squatter settlements”, “outlying
slums”, etc. Not until latet was marginality thought
of as a structural position linked primarily to occupa-
tional status; at the same time, however, occupational
marginality was implicitly assimilated into spatial
marginality, even though empirical studies conducted
in the 1960s showed that the composition of
low-income groups is much more varied and is not
necessatily a focal point of structutal marginality.! In
fact, studies continue to be conducted in these squat-
ter settlements, while marginality has not been a
major subject of analysis.

These complications make it difficult to present
a clear picture of the evolution of structural margi-
nality because of the lack of accurate information on
the subject. If we refer to the related categories of
poverty and informal activity, however, we can at
least deduce that a large segment of the population is
in a situation of structural marginality and that the
size of this segment docs not appear to have de-
creased in the 1970s or 1980s.

! One such study was carried out in Chile (CIDU, 1972).
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Although this is by no means an exhaustive list,
some of the groups falling into this category are
itinerant vendors or peddlers, a large percentage of
domestic servants, campesinos working within a
subsistence ¢cconomy, self-employed workers provid-
ing personal services, the chronically unemployed
and the lumpen in general.

Once again we have here a highly heterogeneous
assortment of positions, but in this case the heteroge-
neity is so great that, except at very abstract levels,
the formation of a community of interests is virtually
impossible.

Marginal sectors are generally thought of as
presenting demands for urban services, especially
housing, and as taking part in movements in support
of those demands. However, the collective organiza-
tions and action mounted for this purpose primarily
arise out of the spatial marginality found in squatter
settlements, which, whether as a result of natural
population growth or immigration, reach such high
population densities that they become unbearable,
Thus, we cannot simply state that demands for urban
services are an interest common (o the whole of the
structurally marginal population, even though the
majority of people mobilizing in an attempt to
secure such services are members of that population
segment.

Demands for urban services, which have been a
significant factor in Latin America, do not appear to
bear any direct relation to given positions within the
production structure, except that, of course, unsatis-
fied needs for the most basic urban services are found
in the most underprivileged sectors of the population.
What is clear, however, is that, in the case of margi-
nal groups, these demands are directed solely towards
the State, whereas manual and non-manual workers can
turn to the entrepreneurial sector to incorporate this
particular cost of the labour force’s reproduction.

This points up an important and quite generic
trait of marginal groups: whether or not they have
common interests, they do indeed have a common
supplier; the State. It is to the State that they make
their demands, which take on a measure of homo-
geneity when they concern basic needs at a subsist-
ence level, rather than as an independent expression
of structural positions.

This is the origin of the concept of urban ple-
beians (although in Latin America they are not only
urban), which can be used to denote marginality.
Urban plebeians do not have interests that can
be embraced by an entire sector and, consequently,

cannot organize themselves. Instead, they remain a
group of isolated individuals who lack any social
connection with one another no matter how long they
may continue to be in a similar situation, The social
position of the masses prevents the formation of a
collective identity, and each individual strives to es-
tablish a direct relationship, or a relationship medi-
ated by a patron or benefactor, with sources of power.
These sources are what can provide that individual
with a share of the social product which will meet
those of his basic needs that his economic activity
does not allow him to satisfy.

Given the structural position of the urban ple-
beian, which impedes the attainment of any com-
munity of interests based on that position as well as
any form of social organization, action by members
of this group tends to have political implications al-
though politics as such may not interest them. Only
charismatic political leaders or disruptive social
movements can clicit their involvement by offering
formulas for community integration or promises of
greater responsiveness on the part of the authorities
{0 their needs,

The relationship between this sector and such
phenomena as populism and authoritarianism would
be a worthy subject for in-depth analysis, as is dem-
onstrated by several pioneering studies in this area
(Medina Echavarrfa, 1964; Germani, 1960, Weffort,
1970),

5. Soclal organization and its difficulties

As we have been saying, the increasing degree of
structural heterogeneity is a direct cause of problems
in respect of the formation of a community of inter-
ests, and such problems clearly hinder attempts at
social organization on that basis. Obviously, this does
not mean that all these organizations will disappear,
but it does change them in ways that affect their
ability to take action. In addition, sectors appear that
are left out of these organizations.

The main interest-group organizations continue
to be those formed by entrepreneurs or employers, on
the one hand, and by workers, on the other. Both
have undergone considerable changes.

Among entrepreneurs and employers, a loss of
strength has been noted on the part of those entre-
preneurial associations that were involved in in-
dustrial development during the stage of inward-
oriented growth, when their efforts were primarily
directed towards persuading the State to implement
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protectionist policies. These organizations include
the General Economic Confederation in Argentina,
the Manufacturers” Association in Chile, and the
Chamber of Industry in Uruguay. The predominance
of large conglomerates or holding companies with
tics to transnational corporations, which either regu-
late their own operations or put pressure directly on
the Government, also siphons off power from entre-
preneurial associations.

Nevertheless, some studies (PREALC, 1988b) in-
dicate that entrepreneurial associations’ loss of econ-
omic influence is often offset in the short term by
their political influence. This is what happened when
authoritarian regimes rushed to the defence of private
enterprise in the tumultuous 1970s, and it also hap-
pens when cfforts to achieve macroeconomic equili-
brium lead to forms of social consensus-building in
which irade associations are called upon to act as
representatives of capital in dealings with unionized
labour.

Independently of these circumstantial situations,
entreprencurial organizations retain 8 measure of in-
fluence when they are associated with specialized
production activities. In such instances, however,
they tend to adopt a defensive stance in response to
the prejudicial effects of an economic policy which
acknowledges the hegemony of the transnationatized
segment of this sector.

Among workers, the changes appear to be more
visible and more drastic (Wolfe, 1990). Modifica-
tions in the composition of the labour force have
greatly weakened trade union organizations. Some of
the main contributing factors in this regard have been
the shrinkage of the industrial working class, the de-
crease in government employment, the tertiarization
of workers, changes in the way work is organized,
increased job instability, the practice of basing re-
muneration on output rather than on the amount of
time worked and, above all, the labour force's in-
creasing heterogeneity and its adverse effects in
terms of the formation of a community of interests.

Generally speaking, second- and third-tier ttade
union organizations are the ones that have lost the
most strength. It is becoming increasingly difficult
-and in some cases it is even against the law- to
negotiate working conditions by branch of activity or
on a nationwide basis. Union activity is for the most
part being maintained and growing stronger only
within large companies, where the trade unions are
developing a more sophisticated approach to collec-
tive bargaining and are trying to put up resistance to
the trend towards individual contracts.

During the crisis years of the 1980s, national
trade unions successfully led some movements
to defend workers against recessionary adjustment
policies. Even when they did meet with a measure of
success, however, the persistence and increasing se-
verity of the crisis sapped their strength as labour
leaders and, in most cases, left them powerless to
resist policies that directly affected their raison
d’étre, such as those calling for wage cuts and
massive lay-offs,

Later, when social consensus-building became
necessary in order to ensure the effectiveness of
measures designed to achieve macroeconomic equili-
brium, national trade unions became the object of a
political reassessment, Their status as labour repre-
sentatives soon deteriorated, however, because their
role was to curb wage demands, and the immediate,
direct benefits of that sacrifice were not apparent to
the sectors they were supposedly representing,

Moreover, except in these specific situations, or-
ganized labour at the national level has been weaken-
ing as the balance between union and non-union
workers tips steadily towards the latter, especially as
women who generally lack a tradition of union activ-
ity, self-employed persons and informal workers join
the labour force.

The present situation might be described as one
of union organization at the company level, with that
organization having a partial coverage and being of
varying strength depending on the categories of wor-
kers involved. The type of company and the nature of
the labour relations in question are decisive faciors
in determining the workers’ chances of organizing
themselves and the amount of power they are able to
wield in defence of their interests.

In the middle-income strata, the trade unions
have been weakened by the reduction of public-
sector employment and by an increase in the propor-
tion of self-employed workers among their ranks.

Given the characteristics of marginal sectors,
trade union organization among these groups is either
very weak or non-existent. Among spatially margi-
nalized populations, the organizations that do form
are exogenous and to some extent paternalistic, and
are heavily reliant as institutions on the State or the
Church. In any event, these organizations are usually
established as part of an effort to solve a specific
problem (often having to do with demands for urban
services) and generally disappear again fairly rapidly.

The general picture that emerges from this re-
view of the situation is one of declining strength in
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various forms of social organization and, hence, in-
creasing fragmentation, which may have to do with
the region’s growing structural heterogeneity. It is
possible, however, that some organizations in cettain
specialized, sharply delimited sectors may be grow-
ing stronger. These organizations act in isolation
from one another and display a markedly defensive
corporate orientation.

6. Political organization and representation

The backdrop to this picture of mounting structural
heterogeneity and fragmentation, however, is a sys-
tem of political representation which has apparently
been expanded by the widespread democratization
process that pushed back the authoritarian wave of
the 1970s. As has frequently been remarked upon,
this democratization process took place during the
severe economic crisis of the 1980s, thereby refuting
the old idea that a nation’s political “moment” in
history will only come after a period of economic
growth and of improved social distribution. It cer-
tainly did not appear to be a good time for such a
development, since democratic freedoms and politi-
cal participation would give people an opportunity to
express their frustration and discontent with the diffi-
cult situation. Moreover, not only did the process of
transforming the countries’ patterns of stratification
lead to heterogeneity and fragmentation, but it did so
within a climate of social polatization, as the divi-
ding line became ever clearer between those who
were and those who were not sharing in the social
product of the dynamic sector of the economy.

Under these circumstances, one might think that
the mechanisms of political democracy would enable
underptivileged sectors to express their demand for
greater soctal balance, and that this might give rise to
forms of political articulation that would take the
place of the countries’ eroded social organizations.

As pointed out by Offe (1988), however, repre-
sentative democracy, working through the competitive
party system, has made it impossible for these parties to
give expression to the overall conflict; as they strive to
win over undecided voters or members of another party,
the political parties’ platforms become more and more
alike until no significant difference remains. This situ-
ation has not, however, been common in Latin America
owing to the strong personal influence exerted by some
individuals, the marked ideological cast of some politi-
cal groups, and the weakness, except in a few cases,
of the party system in the region.

The democratization ptocess of the 1980s bears
the stamp of the political modernization process,
which leads to the specialization of political activity
and separates it from the idea of the sectoral repre-
sentation of social interests. This had been its original
character when the modern party system was born in
Europe with the creation of workers’ or socialist par-
ties in the nineteenth century (Cerroni, 1971). All of
this has not failed to influence Latin America since
the start of its industrialization process.

The political modernization of this recent demo-
cratization process has been influenced by two cru-
cial factors. One is the above-mentioned change in
the social structure, which made the formation of a
community of interests less likely, reduced the oppor-
tunities for social organization and made it more dif-
ficult to carry such positions over into the political
arena, The other event was the crisis and apparent
collapse of socialism, which has deprived the work-
ing class of a radical alternative to the prevailing
scheme and has taken away the party system’s main
point of reference.

These two events contributed directly to the
transformation of the party system as the partics
swiftly began to lose their traditional role as sectoral
representatives. This, in conjunction with the chronic
weakness of the party system in a number of the
countries of the region, svon produced the effects
identified by Offe. This situation was compounded
by the marked independence of so-called political
representatives, especially at the highest levels, who
performed a complete about-face in their positions.

Against this backdrop, the chances of obtaining
political representation of the people’s interests is vir-
tually nil, especially in the case of the more marginal
groups subject to an increasing degree of fragmenta-
tion. At the same time, the chances have increased
that the political class may manipulate the masses,
thereby generating tension and instability even if this
occurs within groups advocating the same political
and social agenda.

It is still too soon to predict the future course of
this process. It does, none the less, appear to be mov-
ing in the general direction of a form of exclusion
that would be backed up by an increasingly self-
centred political system. Given the conditions de-
scribed above, apathy is likely to take the place of
hopeful participation in democratically-structured
political systems. These social conditions leave a num-
ber of options open, however; one such possibility
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that cannot be ruled out is the emergence of some
sort of populism or other alternative to a democratic
system if that system fails to develop mechanisms for

social and political representation in keeping with the
sweeping structural changes now taking place.
{Original: Spanish).
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