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Foreword

The 2030 Agenda for Sustainable Development enshrines a consensus
on the need to progress towards more inclusive, solidary and cohesive
societies in which “no one is left behind” on the road to development. It is
an integrated, universal agenda that places rights-based equality at the heart
of sustainable development.

The Latin American and Caribbean countries have signed up to the
2030 Agenda and committed to it, and they are taking action to progress
towards inclusive social development and foster the equality, dignity and
human rights of all. This book analyses the regional experience with respect
to a series of social programmes that are crucial for making these rights a
reality and fostering social and labour inclusion of the population living in
poverty and vulnerability. It looks in particular at anti-poverty cash transfers
for families with children, older persons and persons with disabilities, as
well as programmes of labour and production inclusion aimed at youth and
working-age adults. These programmes are fundamental components of public
policies for achieving several of the Sustainable Development Goals of the
social pillar, in particular Goal 1, “end poverty in all its forms everywhere”,
Goal 8, “promote sustained, inclusive and sustainable economic growth, full
and productive employment and decent work for all”, and Goal 10, “reduce
inequality within and among countries”.

Poverty and inequality continue to be structural problems in our
region. As discussed in Social Panorama of Latin America, 2018,' although
significant strides were made in reducing poverty and extreme poverty

! Economic Commission for Latin America and the Caribbean (ECLAC), Social Panorama of

Latin America, 2018 (LC/PUB.2019/3-P), Santiago, 2019.
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in the region between the last decade and the mid-2010s, setbacks have
occurred since 2015, especially as regards extreme poverty. In 2017, 10.2% of
the population of Latin America was living in extreme poverty and 30.2% in
poverty. What is more, although income inequality has eased in the past
15 years, the pace of this improvement has lost momentum in the past
few years and Latin America and the Caribbean remains the world’s most
unequal region. In 2017, the simple average of the Gini coefficient for 18 Latin
American countries was 0.47.

To tackle these problems and progress towards greater inclusion and
a fairer distribution of the benefits of development and exercise of rights, the
Economic Commission for Latin America and the Caribbean (ECLAC) —in
its most recent edition of Social Panorama and in the document Linkages
between the social and production spheres: gaps, pillars and challenges,” presented
in October 2017 at the second session of the Regional Conference on Social
Development in Latin America and the Caribbean— has recommended that
the countries make simultaneous progress in social and labour inclusion. It
also recommended they address the inequalities faced by diverse groups as
regards access both to services associated with fundamental rights —such
as health care, education, housing and basic infrastructure (water, electricity
and sanitation)— and to social protection and decent work.

The inequality in our region is a complex and multidimensional
phenomenon and it is closely bound up with the heterogeneity of our economies’
production structures. Socioeconomic inequality (most clearly seen in income
inequality and unequal ownership of physical and financial assets) is further
layered with inequalities of gender, ethnicity and race, age and geography.
These are compounded by inequalities arising from disability, migratory
status, sexual orientation and gender identity. Inequalities concatenate,
intersect and exacerbate one another throughout the life cycle and they
impact on rights across multiple areas: income, work and employment, social
protection and care, education, health and nutrition, basic services, citizen
security and a life free of violence, and participation and decision-making.

As is made clear in the document presented at the thirty-seventh
session of ECLAC, The Inefficiency of Inequality,® institutions and public
policies must foster quality and work to close gaps not only as an ethical
imperative, but also because social gaps and lags have nefarious effects on
productivity, public finances, environmental sustainability and the spread
of the knowledge society. In other words, inequality is inefficient and throws
up obstacles to growth, development and sustainability.

2 ECLAGC, Linkages between the social and production spheres: gaps, pillars and challenges (LC/CDS.2/3),
Santiago, 2017.
3 ECLAC, The Inefficiency of Inequality (LC/SES.37/3-P), Santiago, May, 2018.



Social programmes, poverty eradication and labour inclusion... 1

Despite the persistence of certain approaches that favour a minimal
State, the subsidiarity principle, market preeminence and relegation of social
policy to the margins, it is becoming increasingly evident that this route
cannot reduce inequality or poverty and that institutions and social policies
are needed to tackle the problems of the current development pattern and
the challenges arising from global shifts. Over the past few years, it has
become ever clearer that pro-equality policies have long-term benefits. The
synergies between equality and growth have regained traction, insofar as
many social policies, through their impact on human capacities, have helped
to boost productivity and stimulate economic growth.

This book seeks to contribute to the quest for effective ways to consolidate
the design and implementation of social policy to reduce inequalities and
poverty. It was prepared under the cooperation programme between ECLAC
and the Government of Norway, entitled “Vocational Education and Training
for Greater Equality in Latin America and the Caribbean”.

This book also represents a contribution to the deliberation and
exchange of experiences in the framework of the Regional Conference on
Social Development in Latin America and the Caribbean, a subsidiary body
of ECLAC whose resolution 1(I) encouraged the Commission to continue the
integrated analysis of economic, production and social policies and policies
on employment protection and decent work, and urged it to focus its research
and technical assistance agenda in the social area on the multiple dimensions
of social inequality, poverty and vulnerability and social protection, with
particular emphasis on the non-contributory pillar, among other aspects. In
resolution 2(II), the countries attending the second session of the Regional
Conference on Social Development in Latin America and the Caribbean
urged the Commission to further its analysis of the social dimension of the
2030 Agenda for Sustainable Development, and of how it interconnects with
the economic and environmental dimensions, how it applies to the region’s
social policies and how it is to adapt to the challenges arising from changes
in the world of work.

In this framework, this book is intended as a contribution to strengthening
the institutional and human capabilities needed to end poverty and reduce
inequalities, a fundamental mission of all the countries committed to the
2030 Agenda for Sustainable Development.

Alicia Barcena
Executive Secretary
Economic Commission for

Latin America and the Caribbean (ECLAC)






Introduction

Over the past two decades, Latin American and Caribbean countries have
devised a range of strategies, public policies and social programmes geared
towards eradicating poverty and reducing inequalities at all stages of the life
cycle (ECLAC, 2016b) In particular, the region has increased the number of
non-contributory social protection programmes —traditionally known as
“social assistance”—, chief among them conditional cash transfer programmes,
labour and productive inclusion programmes and social pensions.! To receive
benefits from these social programmes, individuals do not need to have
made contributions in the past in the form of deductions from wages (social
security contributions) or to have participated in the formal labour market.?
These programmes are financed through the general budget, on the basis of
the principle of solidarity, with funds raised from direct or indirect taxes,
public enterprises or —in the poorest countries— international cooperation.

In light of the strong expansion of non-contributory social protection
programmes in the region, of the current challenges related to a context
of greater fiscal constraints and the stalled process of poverty reduction
(ECLAC, 2019), and of political changes that may change the outlook and

! Non-contributory social protection also includes other types of programmes, such as early childhood

care, feeding, scholarship and homebuyer subsidy programmes (Cecchini and Martinez, 2011).
However, this book examines those programmes whose link to the world of work has been
most discussed.

For this reason, the expression “non-contributory social protection” is used to refer to these
programmes. However, it should be borne in mind that the recipients of these benefits contribute
to society and the economy in various ways, for example, through their unpaid work or through
the payment of indirect taxes such as value added tax (VAT). At the same time, it should be
remembered that “contributory” benefits are financed, in part, by State transfers from general
tax revenue.
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characteristics of social policy, this book offers the most up-to-date and
exhaustive analysis possible of these programmes and their relationship
with labour inclusion. In particular, it addresses the ongoing discussion
regarding the possible incentives and disincentives of non-contributory social
protection in connection with the inclusion and formalization of the target
population in the labour market, and sets out some policy recommendations
that, based on a comprehensive and rights-based approach, aim to improve
policies for overcoming poverty, reducing inequalities, and promoting social
and labour inclusion.

One of the main objectives of this book is to question the opinion
—unfortunately quite commonly held among analysts, public authorities
and managers, and the general public— that people find themselves living
in poverty because of personal or family failings. This opinion ignores the
major structural inequalities (linked to sex, ethnic and racial origin, territory
and other factors) that intersect and overlap, limiting access to services (such
as education, care and health) and good quality jobs (ECLAC, 2016a).

The vast majority of people of working age who are living in poverty
in the region do work or are actively looking for work. However, they do
so without pay or they have jobs that not only do not pay enough to lift
them out of poverty, but also reproduce it. Such working conditions may
include low wages; informality; precariousness; absence of contracts and
social protections; non-compliance with labour rights; discrimination on
the basis of gender, ethnicity and race and against persons with disabilities;
and other forms of unacceptable or degrading work, such as child labour or
forced labour. In other words, people living in poverty have high deficits of
decent work (Abramo, 2015).

Given that poverty is a structural problem of Latin American societies,
itis argued that attributing poverty to “laziness”, is not only highly prejudicial
and discriminatory towards people living in poverty and one of the most
flagrant examples of the culture of privilege in the region (ECLAC, 2018),
but also leads to bad public policy decisions.

Policies implemented to eradicate poverty and reduce inequalities
must address and, at the same time, overcome a twofold challenge, namely
social and labour-market inclusion. Therefore, in order to move towards
greater levels of inclusion and participation in the benefits of development
and the exercise of rights, basic levels of well-being must be achieved, as a
minimum, by guaranteeing a basic income, universal access to good quality
social services and decent work opportunities (ECLAC, 2017 and 2019).

In particular, as proposed by the Economic Commission for Latin
America and the Caribbean (ECLAC, 2010, 2012 and 2014), countries must
move towards establishing public policies with a rights-based approach,
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rooted in the principles of human dignity, freedom, equality and solidarity.
Public policies based on this approach have a better chance of helping to
eradicate poverty and improve levels of well-being and equality in society.
Such policies recognize that the excluded are citizens who have rights,
and are not just vulnerable or needy people. Therefore, instead of passive
beneficiaries, recipients of social programmes become bearers of rights and
responsibilities, which are legally binding and enforceable as guarantees
(Cecchini and Rico, 2015).

Chapter I of this book highlights the importance of creating positive
synergies between non-contributory social protection, labour inclusion and
the principles of decent work for ending poverty and reducing inequality
in the region. It then examines in detail the link between the three types of
non-contributory social protection programmes and the labour dimension.
Chapter Il analyses examples of conditional transfer programmes. Chapter I1I
explores labour and productive inclusion programmes and chapter IV
discusses social pensions.
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Chapter |

Towards a virtuous circle of social protection
and inclusion

Introduction

Non-contributory social protection programmes —primarily intended for
persons living in poverty or extreme poverty and/or vulnerable situations—
are a core component of poverty eradication policies and strategies in the
countries of the region. Their aim is not only to help boost the incomes of the
participating households but also to provide greater access —either directly
or indirectly, depending on the type of programme— to social services and
decent work. These three elements are of key importance if progress is to be
made towards an increasing degree of inclusion, a greater share in the benefits
of development and an enhanced capacity for the exercise of human rights.

This book will focus on three types of non-contributory social protection
programmes: conditional cash transfer (CCT) programmes, inclusive labour
and production programmes, and social pensions. Each type has specific
characteristics and trajectories but, generally speaking, they have all reached
out to large sectors of society (such as informal workers, poor women, rural
population groups, indigenous peoples and Afrodescendants) that have
historically been excluded from social protection benefits.

CCT programmes provide poor or extremely poor families who have
one or more minor children with monetary and non-monetary resources
on the condition that they comply with certain requirements (chiefly in the
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areas of health and education) that are designed to build human capacities.!
These programmes, of which they are now 30 in 20 different Latin American
and Caribbean countries, were introduced in the mid-1990s: at the local
level in 1995 in the cities of Campinas and Ribeirdo Preto and in the Federal
District of Brazil and at the national level in 1997 in Mexico with the launch
of the Education, Health and Food Programme (Progresa) (Cecchini and
Madariaga, 2011).

Labour and productive inclusion programmes cater to young people and
adults of working age who are living in conditions of poverty or vulnerability
to poverty. They offer technical and vocational training, remedial education,
direct and indirect job creation, support for self-employment and labour
intermediation services (ECLAC, 2016b). Although some programmes of
this sort began to be set up in the 1970s and 1980s, they came into their own
in the 1990s and expanded rapidly throughout the 2000s.

Social pension programmes are monetary transfers related to old-age
and disability that the State provides to people who have not been employed
in the formal labour market or who did not pay sufficient social security
taxes during their working life. The first non-contributory pensions of this
type in the region were introduced in Uruguay (1919) and Argentina (1948),
but they did not become widespread until the 2000s (see figure L1).

Figure 1.1
Latin America and the Caribbean (30 countries): number of non-contributory
social protection programmes in operation, per year®
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! There are also some unconditional cash transfer programmes in Latin America and the Caribbean.
In the Bolivarian Republic of Venezuela, for example, the allowances provided under the Great
Mission for Households of the Nation are not conditional. In addition, some countries’ conditional
transfer programmes include a non-conditional component, as in the case of the basic family
allowance and the basic individual cash transfer, both components of the Security and Opportunities
subsystem in Chile.
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Figure 1.1 (concluded)

B. Labour and productive inclusion programmes®

-
72
70 o 68 69 69 -
60 L - 59 . L
54
50.,,,,,,,,,,,,,,,,,,,,,,,,_____________________,__,__,_,,,f‘@,, I BN BN BN BN B
M0 ________: 38_40__ B-B-BBR
31
304 - - e 27 ° i BN BN BN BN BN BN B
22
20 o ____ 18 L A R R B B RBR
14 14
0 oo 5 s o n B g R R ERERERERR
11 1 1 2 2 8 38
O T
N (sl < wn © ~ © (=2} o - o~ (s < wn © ~ © [ o — N [ae] < w © ~
383 83 33 888 3888888535555 5 5 5
~ — -~ ~ ~ -~ ~ -~ ~ N N N ~ N ~ N ~ ~ N N N N N N N N
C. Social pensions
T
L i
ol
LU
T i o
28 29 31 31 32 32 32 33
KT R e kO -m-B-B-B-BR
21 21 22 22 23 24
DYy IS | A L I =L A - m-B--B-B-B-B-B-B-BR-B-B
5 13 18 1515
0+ - - e o e e B S B
o o e o - o o T 5 e e e e o e e e T e e
(=2 [} (2] (2] o o o o o o o o o o - = - - - - - -
D o (2] (2] o o o o o o o o o o o (=} (=] o o o o o
-~ A -~ -~ ~N ~N N N N N N N N N N N N N N N N N

Source: Prepared by the authors, on the basis of Economic Commission for Latin America and the Caribbean
(ECLAC), Non-contributory social protection programmes in Latin America and the Caribbean
database [online] https://dds.cepal.org/bpsnc/home.

The countries are: Antigua and Barbuda, Argentina, Bahamas, Barbados, Belize, Bermuda, Bolivarian

Republic of Venezuela, Brazil, Chile, Colombia, Costa Rica, Cuba, Dominican Republic, Ecuador,

El Salvador, Guatemala, Guyana, Haiti, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay,

Peru, Plurinational State of Bolivia, Saint Kitts and Nevis, Saint Vincent and the Grenadines, Trinidad and

Tobago, and Uruguay.

Only those programmes that are still in operation are counted.

®

o

In section A of this chapter, the discussion will focus on the twofold
challenge of social and labour inclusion that must be overcome in order
to end poverty and reduce inequalities in the region. Section B will deal
with the key need to promote decent work, while section C explores how
people perceive the issue of poverty. Section D looks at the ongoing debate
about whether or not certain types of policies and non-contributory social
protection programmes may create disincentives for joining the labour
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market or switching from informal to formal employment. Finally, section E
underscores the importance of creating positive synergies among non-
contributory social protection, employment and the principles of decent
work in order to uphold the rights of all people and include everyone in the
development process.

A. Social and labour inclusion: the twofold challenge
of poverty eradication policies

In order to end poverty and reduce inequality, simultaneous progress
needs to be made in both social inclusion and labour inclusion. As noted in
Social Panorama of Latin America, 2018 (ECLAC, 2019), the concept of social
inclusion is a multidimensional one that encompasses the realization of rights,
participation in social affairs, access to education, health and care services,
basic infrastructure services and housing, and disposable income. It thus refers
to a process of improving economic, social, cultural and political conditions
in order to enable people to participate fully in society (ECLAC, 2008 and
2009; United Nations, 2016; Levitas and others, 2007). The concept of labour
inclusion, for its part, refers to access to the labour market and the ability
to be a part of the labour force while enjoying decent working conditions.
This concept has been developed further by the International Labour
Organization (ILO) and is the basis for Sustainable Development Goal 8 of the
2030 Agenda for Sustainable Development (“Promote sustained, inclusive and
sustainable economic growth, full and productive employment and decent
work for all”).

ECLAC (2017b and 2019) has conducted twofold (i.e. social and labour)
inclusion measurements in order to gauge the extent of the challenge that
governments will have to meet in order to guarantee both universal access
to quality social services and basic infrastructure regardless of household
income levels and other characteristics, on the one hand, and, on the other,
access to gainful employment under working conditions that are in accord
with standards of human dignity that will provide access to social protection
and to income levels capably of lifting households above the poverty line
(see box L1). This analysis complements those that ECLAC has traditionally
performed in connection with monetary poverty by also encompassing the
effects of public policy actions in areas such as, for example, the expansion
of access to basic services, education and contributory social protection
schemes. It does not directly measure coverage under non-contributory social
protection programmes or the effect of anti-poverty monetary transfers, but
it does indirectly include some of their effects (e.g. school attendance and
grade repetition rates).
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Box I.1
Methodology for the measurement of dual (social and labour) inclusion

The two dimensions of the dual inclusion measurement exercise are labour
inclusion and social inclusion. Each classifies households —the unit of analysis
used, since it is the main unit on which many social development policy
interventions are based— as being included or excluded either directly or on
the basis of certain traits of some household members which are then used
to classify the household as a whole.

In terms of social inclusion, a household is considered to be in a situation
of inclusion when all of the following conditions are met:

1. Education: (i) all school-age members of the household (as defined by
the applicable laws, with the age range from 6 to 17 years being the most
common) are attending school unless they have already completed their
secondary education; (i) no school-age member of the household is three
or more years behind the grade in school that corresponds to his or her
age; (iii) all household members between the ages of 18 and 64 have
completed their basic education (primary and lower secondary school);
and (iv) all household members aged 65 or over have completed their
primary education.

2. Basic services: (i) the household has electricity; (ii) the household has
adequate access to sanitation systems; and (i) the household has adequate
access to drinking water.

In the labour inclusion dimension, a household is considered included if:

1. Per capita labour income and income from contributory pensions (the
sum of all such income streams received by the household, divided by
the total number of household members) are equal to or higher than the
relative poverty line used in the Sustainable Development Goals (50% of
the median per capita income).

And at least one of the following conditions is also met:

2. All working persons of 15 years of age or more pay into (or are affiliated
to) a contributory social security (pension or health insurance) system.

3. All persons between the ages of 60 and 64 who are not economically active
and all persons aged 65 years of age or over receive a pension from a
contributory system.

By combining these two dimensions (social and labour inclusion), households
can be classified into one of four categories: (i) included in both the labour and
social dimensions (dual inclusion); (i) included in the labour dimension, but
not in the social dimension (labour inclusion only); (iii) included in the social
dimension, but not in the labour dimension (social inclusion only); and (iv) not
included in the labour or the social dimension (dual exclusion).

Clearly, measuring inclusion on the basis of such a small set of indicators
has its limitations. For example, the concept of social inclusion also refers to
health care and broader aspects of participation in society that are not generally
captured in household surveys. The International Labour Organization (ILO)
defines decent work in a much broader sense than the indicators used in this
exercise. What is more, a situation of dual inclusion may be a precondition,
but not necessarily sufficient in and of itself, for a person to feel, in a subjective
sense, that he or she is included in society, since this will depend on more
complex and more specific aspects of each social and even individual set
of circumstances.

Source: Prepared by the authors, on the basis of Economic Commission for Latin America
and the Caribbean (ECLAC), Social Panorama of Latin America, 2018
(LC/PUB.2019/3-P), Santiago, 2019.

21
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The analysis done by ECLAC (2019) indicates that, as of 2016, only
23.5% of Latin American households were in a situation of both social and
labour inclusion (see figure 1.2). The averages for the countries of the region
indicate that the percentage of households in a situation of dual inclusion
has been rising steadily since 2002, while the percentage of households that
are excluded from both these dimensions has fallen. As a result, the ratio of
households in the former category to households in the latter category has
been halved, from 3:9 in 2002 to 1:9 in 2016. While the upward trend in dual
inclusion between 2002 and 2016 is a reflection of improvements in both of
these indicators, greater progress has been made in social inclusion than
in labour inclusion. Measured in absolute figures, as of 2016, 46.5 million
households (132.9 million people) had achieved inclusion in both these
dimensions, while another 60.6 million households (238.5 million people)
were excluded from both.

Figure 1.2
Latin America (17 countries): households in a situation of dual inclusion and those
subject to dual social and labour exclusion, 2002-20162
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Social Panorama of
Latin America, 2018 (LC/PUB.2019/3-P), Santiago, 2019; on the basis of Household Survey Data

Bank (BADEHOG,).
a2 Simples averages. The countries included here are: Argentina (urban areas), Bolivarian Republic of
Venezuela, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala,
Honduras, Mexico, Nicaragua, Paraguay, Peru, Plurinational State of Bolivia and Uruguay (urban areas).

A high level of dual inclusion is associated with the existence of a
strong welfare State.> Countries with higher levels of inclusion in both of
these dimensions have more highly developed welfare States, whereas

2 Defined on the basis of a typology for welfare States that considers such factors as the State’s
capacity to support and protect people who have no income or have an insufficient income and
society’s capacity to generate sufficient revenues via the labour market. Countries are placed
in one of three categories based on their welfare gaps: (i) extreme, (ii) moderate; or (iii) modest
(ECLAC, 2016Db).
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countries where the welfare State is less developed have dual inclusion
rates of no more than 15%. Yet the dual inclusion rate has risen over the past
15 years in all the countries of the region (see figure 1.3).

Figure 1.3
Latin America (17 countries): households in a situation of dual inclusion
(social and labour), by country, around 2002 and 2016
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Social Panorama of
Latin America, 2018 (LC/PUB.2019/3-P), Santiago, 2019; on the basis of Household Survey Data
Bank (BADEHOG).

a Urban areas.

The dual inclusion typology developed by ECLAC (2017b and 2019) is
based both on the concept of dual inclusion used by Martinez and Sanchez-
Ancochea (2013), who analysed the expansion of social services and job creation
in Costa Rica, and on the operational application of this concept to the case
of Colombia in 2008-2012 by Angulo and Gémez (2014), who quantified the
conjunction of households’ access to formal, standard employment with the
absence of multidimensional privation at both the national level and at the
level of the participants in the Families in Action conditional cash transfer
programme. These authors contend that the trend in the incidence of dual
inclusion reflects the Colombian government’s prioritization of social policy in
response to an increase in social service coverage and the difficulty of raising
living standards through formal sector job creation. However, when they
compared the variation in dual inclusion indicators in the nationwide totals
and the variation among participants in the Families in Action programme,
they saw that members of the programme’s target group invariably showed
more signs of entering a virtuous circle. In fact, in 2008 the largest category of
participants in the Families in Action programme was the exclusion category,
whereas, in 2012, the largest category was “non-productive social inclusion”.
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Angulo and Gémez (2014) therefore concluded that, if Colombia wishes to
attain high levels of dual inclusion, it will have to modify the design of its
programmes, their entry and exit conditions, and their linkages with other
social protection and promotion initiatives but, most importantly, with the
labour market. These authors also recommend linking up the revamped
More Families in Action programme with programmes aimed at improving
employability, assisting workers to transition into the formal sector of
the economy, promoting entrepreneurship and income generation. Their
findings provide valuable information about the scope and limitations of
non-contributory social protection in contributing to greater social and labour
inclusion for population groups living in poverty or vulnerable situations.

The following discussion will take a closer look at the role of decent
work in overcoming poverty and reducing inequality.

B. Decent work as a response to the challenges
of poverty and exclusion

In addition to being the main driver for poverty eradication and for the creation,
exacerbation or mitigation of inequality, work is a fundamental mechanism
for building autonomy and identity, upholding dignity and expanding the
scope of citizen action; it is also the main avenue for social and economic
integration (ECLAC, 2010, 2012a and 2014). On the one hand, the centrality
of work lies in the fact that it generates the lion’s share of household income.
According to ECLAC estimates for 18 Latin American countries around 2017,
earnings from work accounted for 72% of total household income and 64%
of total household income in the first income quintile (ECLAC, 2019).

Events and trends in the labour market and, in particular, in labour
income levels will therefore have a strong impact on total household incomes
and, hence, on living conditions. On the other hand, the labour market
creates and exacerbates types of inequalities that are not solely related to
income. For example, asymmetries associated with gender, race, ethnicity
and area of residence are extremely influential in terms of gaining access
to different types of occupations and jobs and of achieving success in them
(ECLAC, 2014 and 2016b).

Not just any type of paid work provides a path to the elimination
of poverty and the reduction of inequality, and this is reflected in the way
that the eighth Sustainable Development Goal is formulated. For much of
Latin America’s population, paid work is no guarantee that workers will
be able to escape poverty or extreme poverty given the conditions under
which that work is performed. ECLAC (2018a) calculations for the period
around 2016 indicate that 21.8% of working persons in Latin America were
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living in poverty and 6.4% were living in extreme poverty. What is needed,
therefore, is not just work of any kind but decent work: work for which a
person is paid a suitable wage, and which is performed under conditions of
human dignity, liberty, equity and security.

Public policies focusing on the promotion of decent work are aimed at
creating productive employment of good quality, upholding labour rights,
expanding the scope of social protection and strengthening social dialogue,
with equality —and especially gender equality— being the touchstone for this
entire effort. The idea is not simply to create jobs and combat unemployment
but to go further than that by putting an end to types of work that yield
insufficient income or that are unhealthful, dangerous, unsafe or degrading:
work that does not enable workers and their families to escape poverty and
that therefore helps to perpetuate social exclusion and inequality. Thus, the
progressive formalization of work needs to be coupled with an expansion
of social protection and full respect for labour rights, including the rights of
representation, association, union organization and collective bargaining.
There are types of employment and work —such as child labour and all forms
of forced, compulsory and degrading work— that are simply unacceptable
and should be abolished (Abramo, 2015).

In Latin America, poverty and income inequality declined between
2002 and 2014 (see figure 1.4). The economic growth and job creation driven
by booming commodity prices were not the only factors that made this
possible. The political context was another driver. The governments of the
region placed a high priority on social development objectives, increased
public social investment (thanks to the increase in public revenues) and
promoted public policies designed to expand the reach of social protection
schemes with the hope of one day achieving universal coverage, together
with proactive redistributive and inclusive social and labour policies.

Trends in the labour market were also positive. This is reflected in
a number of different indicators, such as the drop in the unemployment
rate (although this did not close the gaps between the youth population
or women and the rest of the workforce), a narrowing of the differential
between the labour force participation rates of women and men, an increase
in the percentage of wage employment, a decrease in the relative level of
employment in low-productivity sectors, a rise in labour income in real terms
(especially in the case of women),® a reduction in labour income dispersion
and an expansion of the coverage of social protection systems (Abramo, 2016).

*  While labour income did rise in real terms, the average level of such income for women (4.1 times
the poverty line around 2013) continues to be significantly lower than it is for men (5.6 times the
poverty line around 2013) (ECLAC, 2016b).
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Figure 1.4
Latin America: extreme poverty, poverty and Gini coefficients, 2002—2017°
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Social Panorama of
Latin America, 2018 (LC/PUB.2019/3-P), Santiago, 2019.

2 On the basis of data for the following countries: Argentina, Bolivarian Republic of Venezuela, Brazil,
Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Mexico,
Nicaragua, Panama, Paraguay, Peru, Plurinational State of Bolivia and Uruguay. The figures given for
extreme poverty and poverty (based on income levels as estimated by ECLAC) are weighted averages.
The Gini coefficients are simple averages.

Various types of labour policies contributed to the reduction in
poverty and inequality. Special simplified schemes, tax deductions and, in
some countries, stepped-up labour inspections were used to promote labour
market formalization. The institutional structure was also strengthened as
improvements were made in the administration of labour regulations (with
a leading role being played by labour ministries), the minimum wage scale,
collective bargaining arrangements and social dialogue. In an effort to bring
more young people into the workforce, some countries introduced special
firstjob and vocational training policies. Policies and initiatives have also
been put in place to promote employment and improve working conditions for
women, combat gender-based and ethnically or racially based discrimination
in the workplace and promote the employment of persons with disabilities.*

A number of countries took steps to provide greater social protection
to workers of both sexes and to promote their labour rights, which led to an
expansion of the percentage of the population covered by unemployment
insurance in the event of illness or accidents and the right to an end-of-year
bonus, paid time off and severance pay. Progress was also made in lengthening

*  Argentina (Act No. 25.698 of 2003), Chile (Act No. 21.015 of 2017), Costa Rica (Act No. 8862 of
2010) and Uruguay (Act No. 18.844 of 2010) have passed laws establishing mandatory quotas for
the employment of persons with disabilities either in the public or the private sector.
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maternity leave and introducing or extending paternity and parental leave
(ECLAC, 2016a, 2016b and 2016d; ECLAC/ILO, 2016b; Filgueira, 2015). In
addition, inroads were made in the field of education, with the region
moving closer to achieving universal primary education coverage, increased
enrolment in secondary and higher educational institutions and the adoption
by some countries of inclusive policies aimed at extending enrolment in
technical, vocational and tertiary institutions to include more of those who
have historically been excluded from such opportunities, such as young
people and adults from low-income households, indigenous peoples and
persons of African descent (Abramo, 2016). Skill-building is a particularly
effective means of integrating people into better forms of employment and
of ensuring that new generations acquire the capabilities and expertise that
will be in demand in the labour market of the future (ECLAC, 2017a).

In the past few years, however, poverty and extreme poverty levels
have begun to climb again in the regionwide figures. This is primarily a
reflection of a deterioration of the situation in the Bolivarian Republic of
Venezuela and Brazil, however, as poverty and extreme poverty continued
to decline in most of the countries (ECLAC, 2018a). The region also suffered
a setback on the labour front, as its GDP shrank in both 2015 and 2016. For
example, the regionwide open urban unemployment rate rose from 6.9%
in 2014 t0 9.3% in 2017 and 2018. The sharpest increase in unemployment was
seen in Brazil, where the rate for the country’s 20 metropolitan areas jumped
from 7.8% in 2014 to 14.2% in 2018 (ECLAC, 2018b).° The rate of reduction in
income inequality has also slowed, with 2017 levels standing at much the
same point as they had in 2014.

The creation of decent jobs thus remains a formidable structural
challenge for Latin America and the Caribbean, and making progress towards
taking up that challenge by reducing poverty and improving labour market
indicators becomes all the more difficult in the current slow-growth conditions
(the region’s GDP growth for 2018 is estimated at 1.2%) (ECLAC, 2018b).
This state of affairs raises concerns about the sustainability of the inroads
achieved up to the middle of this decade and directs attention, once again,
towards low-productivity workers and those who face the greatest barriers
to entry into decent forms of work owing to structural inequalities in the
labour market, such as young people —especially young women— who are
in neither employment or education (ECLAC, 2019).

Initiatives and strategies are therefore needed to ensure that the most
disadvantaged sectors of the population are covered by the various social
policies and programmes that are in place and to ensure that those policies
and programmes encompass the diversity of the sectors of the population

®  The Preliminary Overview of the Economies of Latin America and the Caribbean, 2017 (ECLAC, 2018b)
does not give an unemployment rate for the Bolivarian Republic of Venezuela.
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(in terms of sex, age, ethnicity or racial identity, disability, geographical
location and other aspects) whose integration into formal employment
they are seeking to promote. This —together with the implementation of
macroeconomic, productive and sectoral policies that will help to spur
quality job creation (ECLAC, 2016a and 2016b)— is what will put the region’s
populations on a sustainable path that will lead them out of poverty and
away from inequality. Promoting decent work for the unemployed and for
wage earners and self-employed persons —both men and women and both
urban and rural residents— remains a key tool for putting an end to poverty
and reducing inequality (ECLAC, 2016d).

1.  Work is no guarantee of a way out of poverty

In designing and implementing inclusive social and labour policies, one key
element is the deconstruction of the idea that “laziness” is the main cause
of poverty. Viewing poverty as the result of a lack of individual or family
effort leads to the stigmatization of people who are living in poverty without
any thought being given to the surrounding situation, the constraints they
face or the economic and social structure of which they are part yet are
excluded from. This is particularly true in the case of women —and especially
indigenous and Afrodescendent women—who are shouldering a heavy
burden of unpaid work in the home as a result of entrenched traditional
gender roles in the division of labour in the household (ECLAC, 2013) and
the absence of adequate public care systems. Women in this situation clearly
have even greater difficulty than men in finding a place in the labour market.

A first step towards debunking the notion of “laziness” as a cause
of poverty can be taken by analysing the activity and occupational status
of Latin American women and men who fall into one of four categories
(extremely poor, poor, at risk of poverty and all the rest) (see figure 1.5). First
of all, such an analysis shows that a majority of extremely poor and poor
men are employed (60.6% and 69.2%, respectively). The fact that a larger
percentage of the poor are economically inactive than is true of the rest
of the population is largely because of the much higher rates of economic
inactivity for women in that category. As shown by the results of time-use
surveys, this does not mean that these women are not working but rather
than they devote long hours to unpaid domestic work and taking care of
children, older adults and persons with disabilities. Although the results
of these surveys are not always comparable, they indicate that women aged
15 or older devote between 18.6 hours per week (in Brazil) and 48.4 hours
per week (in Mexico) to unpaid work and that, on average, they spend three
times as many hours as men performing such work. When the data are
disaggregated by income quintile, it becomes clear that labour market entry
barriers for poor and vulnerable women are much higher than for the rest
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of the population. Women in the highest income quintile spend, on average,
nearly 32 hours per week performing unpaid work, whereas the corresponding
tigure for women in the lowest income quintile is around 46 hours. The size
of the unpaid workload is also directly related to the presence of children,
especially if they do not attend day-care centres. In Mexico, as of 2014, women
living in households where there were no children under 5 years of age were
devoting 22 hours per week to caring for other members of the household,
whereas those in households with children under age 5 who attended a
day-care centre spent 35.5 hours per week on such tasks and those with
under-5s who did not go to day care spent 44.1 hours per week on care tasks
(ECLAC, 2017b).

Figure 1.5
Latin America (18 countries): economic activity status and occupational category,
by sex and income level, around 2016
(Percentages)
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Figure 1.5 (concluded)

C. Occupational category (employed men)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special
tabulations from household surveys conducted in the respective countries.

2 Persons are classified into four categories: extreme poverty, poverty, vulnerable to poverty (household
incomes between 1.0 and 1.8 times the poverty line) and other. Simple averages.

A second factor is that unemployment is higher among the poor than
among the rest of the population: in 2016, the unemployment rates for men
and women who were neither poor nor vulnerable were 2.7% and 2.5%,
respectively, compared with 12.8% and 7.6%, respectively, for men and women
in extreme poverty. The unemployment rates for extremely poor men and
women are thus 4.7 times higher and 3.0 times higher, respectively, than the
corresponding unemployment rates for men and women who are not poor
or vulnerable (see figure 1.5).°

¢ This does not imply the existence of a cause-effect or one-way relationship, since it is known that
unemployed persons are more likely to be living in poverty.
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A third factor is that, once employed, a large percentage of poor and
extremely poor persons are working in less desirable occupations that do not
provide them with social protection. Among extremely poor women, 48%
are self-employed, 25% are unpaid family workers and 11% work in domestic
service, while just 17% are wage earners. In the case of poor women who
do not fall into the category of extreme poverty, a little less than one third
are wage earners, 14% of them are employed in domestic service, and the
percentages who are unpaid family workers or self-employed are smaller
than in the case of extremely poor women. In the case of men, more than
half of the extremely poor are self-employed and a little less than a third
are wage earners. A much larger percentage of men living in poverty (but
not extreme poverty) are wage earners (almost 51% of the total) and fewer
are self-employed. In both cases, the percentages of men who are unpaid
family workers are much smaller and the number working in domestic
service is negligible.

The inclusion of poor and extremely poor persons in the labour force
is therefore not solely a problem of lack of employment or lack of sufficient
hours of employment. In fact, many of them hold down more than one job
and have very long workdays.” Men —and especially women— who live in
poverty are unable to obtain decent work because they are often employed
in low-productivity sectors (see figure 1.6), lack job stability, are unable to
avail themselves of their basic rights and do not earn enough to attain even
basic living conditions, much less secure a better future for themselves and
their families.

Clearly, then, having paid employment —whether as a wage earner or
a self-employed person— is no guarantee of escaping poverty (ECLAC, 2013).
The situation is made even worse by the existence of child labour. According
to ILO (2017), as of 2016 some 10.5 million boys and girls between the ages
of 5 and 17 were working in Latin America and the Caribbean, most of them
in dangerous jobs.

The following section will explore people’s perceptions concerning
poverty and its principal causes and solutions.

7 Astudy conducted by ECLAC (2016b) and reported in Social Panorama of Latin America, 2015, found
that the unemployment rates for the extremely poor, poor and vulnerable to poverty sectors of the
population are inversely proportional to a country’s level of development and well-being. In 2013,
the unemployment rate for this segment of the population averaged just 4.6% in the countries
with “extreme welfare gaps” (with lows of 1.9% in Guatemala and 3.2% in the Plurinational State
of Bolivia), 6.6% in countries with “moderate welfare gaps” and 13.8% in countries with “modest
welfare gaps” (with highs of 18.3% in Chile and 25% in the urban areas of Argentina). In countries
with modest welfare gaps, youth unemployment rates are exceedingly high, at over 40% for
people between the ages of 18 and 24 who are extremely poor or vulnerable to extreme poverty.
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Figure 1.6
Latin America (18 countries): employed persons in urban low-productivity sectors,
by sex and income quintile, 2016°
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Source: Prepared by the authors, on the basis of Economic Commission for Latin America and the Caribbean
(ECLAC), Social Panorama of Latin America, 2015 (LC/G.2691-P), Santiago, 2016.

2 Simple averages. Annual regional averages were calculated on the basis of information from each
country for the corresponding year at the national level. When such information was not available, data
for the closest available year or for urban areas were used. Employment in low-productivity sectors is
defined on the basis of the following categories: microenterprises, unskilled workers in microenterprises,
domestic service workers and unskilled self-employed persons.

C. Perceptions of poverty and of its causes
and solutions

In order to make better decisions regarding public policies on social and labour
inclusion, it is important to gain a deeper understanding of the phenomenon
of poverty —which entails much more than simply an insufficient level of
income (see box 1.2)— and of how people perceive and talk about poverty,
its causes and the steps needed to address the problem. Taking a rights- and
equality-based approach to the issue also entails considering the views of
people who are living in poverty and an awareness of the fact that definitions
and perceptions of these phenomena and their causes will vary in line with
a series of factors, including gender, age, culture, socioeconomic position
and location (Narayan and others, 2000).
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Box 1.2
The concept of poverty and its multiple dimensions

Over the past few decades, the study of poverty has evolved from a
one-dimensional analysis focused on income to a multidimensional approach
that takes in a series of other aspects, such as education, health, employment,
housing, water and sanitation. Although income levels continue to be a key
indicator, income is regarded as being of limited usefulness as a single indicator
of well-being because it fails to include other elements that are important for
development. There is now a consensus that the phenomenon of poverty is
influenced by a series of factors that can be addressed by means of a number
of different approaches and that overcoming poverty entails much more than
simply crossing over a given income threshold.

The most influential work in the definition of a multifaceted framework for
understanding poverty has been that of Amartya Sen (1985 and 1992) and his
development of the concepts of functionings and capabilities. Functionings
are related to the consumption of goods and access to income but they also
have to do with what a person can do or be. Capabilities refer to the different
sets of functionings that can feasibly be secured. Viewed from this perspective,
poverty is the inability to obtain certain basic sets of functionings (e.g. food,
employment, education, shelter, social inclusion and empowerment) that should
be within the reach of everyone, together with the deprivation of a given set of
capabilities. Therefore, in order to reduce poverty, people’s capabilities must
be expanded (Sen, 1985).

The multifaceted nature of poverty and its relationship to a rights-based
approach —in which rights are indivisible, encompass a variety of dimensions
and are all of equal importance (ECLAC, 2013)— are taken up in the work of
ECLAC (2016, p. 12), which argues that poverty “threatens survival, dignity
and the effective enjoyment of rights —notions which exceed the concept of
sufficient monetary income to meet basic needs”. Poverty is thus viewed as a
situation arising from the absence or insufficiency of resources and opportunities
for exercising basic rights and for obtaining recognition of a person’s identity
as a citizen (ECLAC, 2013). This approach is of special importance when
measuring child poverty (Espindola and others, 2017).

The United Nations 2030 Agenda for Sustainable Development recognizes
the multidimensional nature of poverty and therefore frames poverty reduction
as being linked not only to income but also to social protection, entitlement
to basic services, the mitigation of risks associated with natural disasters and
extreme weather events, and access to employment and decent work. The
2030 Agenda also explicitly places emphasis on segments of the population
whose members are disproportionately exposed to discrimination, want, the
deprivation of their rights and vulnerability, as in the case of children, young
people, women, older adults, persons with disabilities, migrants, indigenous
peoples and persons of African descent.

Source: Prepared by the authors, on the basis of A. Sen, Commodities and Capabilities,
Amsterdam, North-Holland, 1985; Inequality Reexamined, Cambridge, Harvard
University Press, 1992; Economic Commission for Latin America and the Caribbean
(ECLAC), Inclusive social development: the next generation of policies for
overcoming poverty and reducing inequality in Latin America and the Caribbean
(LC.L/4056/Rev.1), Santiago, 2016; “The multidimensional measurement
of poverty” (LC/L.3615(CE.12/5)), Santiago, 2013; E. Espindola and others,
“Medicion multidimensional de la pobreza infantil: una revision de sus principales
componentes tedéricos, metodoldgicos y estadisticos”, Project Documents
(LC/TS.2017/31), Santiago, 2017.
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1. Studies on people’s perceptions of poverty: “laziness”,
injustice and failed social programmes

One idea that —although not unanimously espoused— appears as a common
thread in the findings of studies on the general public’s perception of poverty
is that people who are poor are poor because they are “lazy” or, in other
words, because they lack the initiative or the will to work hard. Many also
feel that cash or in-kind transfer programmes encourage people to shun
hard work, and they voice a preference for job creation and skill-building
(education and vocational training) programmes.

The question arises as to whether these survey results reflect a
prejudice against poor people or, in other words, a rejection of them simply
because they are poor —a reaction that led Adela Cortina (2017, p. 21) to coin
the term “aporophobia™ an attitude that leads to the rejection of persons,
races or ethnic groups that generally lack resources. This type of attitude
has been observed in analyses of Latin American societies undertaken by
ECLAC (2018c) which have identified a deeply rooted culture of privilege that
gives rise to the negation of “outsiders” and the reproduction of inequalities,
whose existence has come to be viewed as the “natural” state of affairs.
There is also empirical evidence that wealthy Latin Americans’ resistance to
redistributive policies is greatest in those countries where the lines dividing
the rich from the poor are particularly closely associated with ethnic and
geographical differences (Zucco, 2014).

The results of a number of opinion polls taken in Chile, Uruguay and
Mexico are of interest in this regard. The national public opinion poll taken
in November 2015 by Chile’s Centre for Public Studies (CEP) (2015) showed
that 41% of the survey respondents felt that one of the most common causes of
poverty was that people were lazy and lacked initiative; that view was more
common in rural areas (49.2%) than in urban ones (38.8%). An analysis of
these results by age group also showed that 45% of persons aged 55 or over
and 34.1% of the respondents in the 18-24 age group thought that poverty
is attributable to a lack of initiative. Sudrez and others (2019) compared the
CEP survey results for 1996 and 2015 and observed a decrease in responses
in which poverty was attributed to structural factors (unemployment and
economic policies) and an increase in those in which it was attributed to
individual failings (laziness or a lack of initiative). Their analysis did show,
however, that most people expressed ambivalent views or attributed poverty
to a combination of individual, structural and fatalistic (bad luck) factors.
CEP (2015) also found that 85.8% of the respondents in 2015 felt that the

8 Atotal of 1,449 people over the age of 18 in rural and urban areas were surveyed. The Chilean

population was divided into eight socioeconomic groups (A, B, C1, C2, C3, D, E and F) based on
income, selected qualitative characteristics, place of residence and consumption habits. The A, B
and C1 segments together (ABC1) are defined as “upper class” and the rest as “lower class”.
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chief way in which the State should help people who are living in poverty is
through skill-building (education or training) programmes, while only 11.5%
thought that it should focus on cash transfers. These averages mask a sharp
difference between socioeconomic strata, however, as 16.9% of the bottom
socioeconomic segment —compared with only 1% of the top segment— were
in favour of cash transfers as the main government response.

A survey conducted in Uruguay yielded similar results and indicates
that, over time, the percentage of people who believe that laziness is the chief
cause of poverty has grown (OPF, 2015, p. 15).° In 1996, a hefty majority of the
population (77%) shared the view that people “are poor because society has
treated them unfairly”, but by 2011, that majority had shrunk to a minority (34%).
In the same vein, only 12% of the respondents in 1996 thought that poor
people were “poor because they are lazy and don't try hard enough”, but
this group had grown to 26% by 2006 and to 45% by 2011. Thus, the majority
opinion in Uruguay is that the poor themselves are to blame for remaining
poor. It is interesting to note that, both in Uruguay and in Chile, this shiftin
attitude has coincided with a significant reduction in poverty levels.

In Mexico, unlike the situation in Chile and Uruguay, only a minority
appear to identify a lack of effort as the main cause of poverty,” but the
respondents shared their counterparts’ lack of confidence in the effectiveness
of social programmes. According to the results of the National Poverty Survey
(Cordera, 2015), 24.8% of the respondents thought that there are poor people
because “the government doesn’t work well”, while others believed that it
is because “there are always poor people and rich people” (19%), because
“poor people don't work hard enough” (17.6%), because “they don't receive
help from any institution” (12.7%), because “they have had bad luck” (9.6%),
because “society is unfair” (8.5%) or because “poor people don't help each
other” (2.4%)." When asked to identify solutions, respondents saw the creation
of well-paid jobs (11.4%) and raising wages (40.7%) as being important, while
social programmes were not regarded as being the main means of solving
the problem because it was thought that they would allow people to get
used to not working hard enough.” According to the respondents, the main

Atotal of 1,000 persons over the age of 18 in urban and rural areas were surveyed in each round.
The fieldwork for the three survey rounds was conducted in October 1996, between 7 October
and 21 November 2006, and in November 2011.

However, the 2017 National Survey on Discrimination results showed that 37% of the women
respondents and 42% of the men said that they agreed with the statement that “Poor people don’t
make much effort to escape poverty” (INEGI, 2017).

In November 2014, 1,200 persons over the age of 15 were interviewed in various regions of
the country.

A “better education” was mentioned by 9.8% of the respondents and “government support”
by 5.6%.

In all, 57.3% of the respondents “agreed” or “strongly agreed” with the statement that social
programmes get people used to not working hard enough.
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task of the government was to create jobs (29.5%), as they ranked this above
education (22.1%), health care (21.2%), food programmes (13.8%), combating
poverty (9.3%) and fighting crime (3.8%).*

Finally, in a 2015 survey conducted by Latinobarémetro in 18 countries
of the region,”” 33.5% of the respondents felt that job opportunities were
uncertain, and 37.3% thought that social policies were important for their
country’s development.” This finding is a cause of concern, as it appears to
indicate that, in the eyes of the population, social policies lack legitimacy.

2. What the poor say: definitions, causes and solutions

The results of surveys that canvassed poor people themselves indicate that
they define poverty in relation to a variety of factors, such as not having
enough money for food, lacking access to health care and decent housing,
and not having good employment or educational opportunities.

The study entitled Voices of the Poor: Can Anyone Hear Us? (Narayan and
others, 2000 and 2002), on the situations of people who are living in poverty
around the world, provides a wealth of qualitative data. The various ways
in which poverty is defined by the persons who were interviewed for the
20 participatory poverty assessments carried out in 12 countries of Latin
America and the Caribbean refer to a number of different factors: a lack of
sufficient food, clothing and adequate housing; dependence on charity; the
high cost of living; the absence or poor condition of basic infrastructure; and a
lack of medicines.” In all the countries, issues around work and employment
were seen as of central importance, and reference was made to the lack of
jobs, particularly stable wage jobs, that is exacerbated by a lack of education
or training, low wages and a lack of farmland. Problems encountered when
looking for work that were mentioned by the interviewees included racial
discrimination (Brazil and Ecuador) and stigmatization of persons living
in ghettos or other “bad” areas (Brazil and Jamaica).

Of the respondents who placed greater importance on job creation and higher wages as a means
of ending poverty, 52.5% were unemployed and 54.7% were of low socioeconomic status while
45.3% were of a higher socioeconomic status. Of the seven socioeconomic levels defined by the
Mexican Association of Marketing Research and Public Opinion Agencies (AMAI), the A and
B categories are the highest and the E category is the lowest.

The 18 countries of the region that were covered by the survey were: Argentina, Bolivarian Republic
of Venezuela, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador,
Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Plurinational State of Bolivia
and Uruguay.

16 Other important factors in development include environmental policy (42.7%), infrastructure
(32.7%), institutions (26.9%) and global integration (24.2%).

The 12 countries of Latin America and the Caribbean covered in the study were: Argentina,
Bolivarian Republic of Venezuela, Brazil, Costa Rica, Ecuador, El Salvador, Guatemala, Jamaica,
Mexico, Nicaragua, Panama and Plurinational State of Bolivia.
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Some surveys of poor people in the region provide information not
only on how they define poverty but also on what they see as being the
causes of poverty and possible solutions.

In Mexico, a survey entitled “What the Poor Say” was conducted
by the Secretariat of Social Development in 2003 in an effort to find out
what people living in poverty had to say about a number of different social
issues. The results indicate that a relative majority of the respondents felt
that being poor was not having enough to eat (34.6%), while others defined
it as not having the necessary resources to “get ahead” (34.2%) or not having
work (8.1%). In the same survey, 19.4% said that people are poor because they
don’t work enough; this response was more common in urban areas (21.4%)
than in rural zones (16%); 24.8% of the respondents said that what is needed
to put an end to poverty is more jobs, and 23.7 said that what was needed
was higher wages. Approximately 28% felt that the solution has to do with
government policies (government supports, better government platforms
or better education). When asked what the best way to assist low-income
sectors of the population would be, 28.8% said “to give economic support
to families”; others said “give support in the areas of nutrition and health
for children” (27.9%), “create more jobs” (25.7%) and “try to give families
housing” (13.1%). The study carried out by Reyes, Garcia and Martinez (2014)
in an effort to assess people’s perceptions of poverty and of the support
provided by the Oportunidades programme in the Tarahumara Sierra in the
State of Chihuahua indicates that poverty is understood as “having nothing”,
not having enough to eat, not having work and not having money, while
between 79% and 89% of the respondents, depending on the community in
question, said that Oportunidades had made a positive contribution because
the support it provided enabled them to “live better”.” Nonetheless, 50% of
the respondents were of the view that Oportunidades was not going to solve
the problem of poverty.

In El Salvador, in a study undertaken by the United Nations
Development Programme (UNDP) (2014), the people who were interviewed
described poverty in terms of the shortages or needs that they felt the most
keenly in their daily lives: having great difficulty obtaining enough food
and almost always eating the same things, not having decent housing, not
having a stable job, lacking access to health-care services and not having
the opportunity to obtain a good education or enough education to find a
good, stable job. In Guatemala, a majority of the survey respondents (89%)
defined poverty as “not having enough money to eat” and said that the
main causes of poverty were low wages (100%), the lack of work (60%) and
the lack of farmland (63%); only 11% mentioned “laziness” or a lack of effort
(Von Hoegen and Palma, 1995).”

8 Atotal of 110 programme participants were surveyed between October 2006 and August 2009.
9 Atotal of 627 poor persons were interviewed; they were allowed to choose more than one answer.
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In Costa Rica (Sauma, Camacho and Barahona, 1997), 50% of the
interviewees felt that poverty is the result of economic and social factors,*
with the most frequently cited ones being low incomes and the high cost of
living. The second most frequently cited factor was a lack of employment
opportunities (18%). The respondents associated the options for mitigating
and combating poverty with the world of work and with social assistance
programmes such as those providing housing allowances and food vouchers.
Poor people in rural areas, in particular, emphasized access to land and to
credit. The results of the Perceptions of Inequality Survey in Costa Rica
(UCR/UNDP, 2015) indicate that many people feel that not everyone has
an equal opportunity to escape poverty but that it can be done: 57.9% of the
respondents believed that, if people really set their minds to it, they can find
a job that pays a decent wage.” Only 35.8% of the survey respondents felt
that job opportunities were available, however.

The results for Colombia (Arboleda, Petesch and Blackburn, 2004)
reflect a broad consensus among poor people that their living conditions
could improve if they had more job opportunities.”? According to the men
and women who answered the survey, “a job that offers a decent and stable
income...is the number one condition for well-being” (Arboleda, Petesch and
Blackburn, 2004, p. 8). In this study, participants were asked to describe the
policies and programmes that they felt would address their priority needs.
Their suggestions for providing employment support included investment in
community enterprises, increased day-care services for very young children,
access to production inputs (land) and marketing support, and promotion
of start-ups in such areas as ecotourism. The participants also formulated
specific proposals regarding technical and vocational training for young
people, especially in urban areas. In rural areas, their proposals focused on
training in how to set up cooperatives.

Finally, in the Plurinational State of Bolivia, economic issues were at
the forefront of the views expressed by inhabitants in eight rural and urban
communities who were surveyed on the subjects of poverty, quality of life
and well-being. They were also asked how they thought those factors were
related to production and infrastructure in rural areas and to employment
and basic services in the cities (World Bank, 2000).

These results suggest that persons living in poverty are generally
looking for dual inclusion (social and labour), since they feel that their living
conditions would be improved if they had more job opportunities, higher

2 A total of 262 interviews were conducted at different locations in the 16 districts designated as
priority zones under the 1994 National Anti-Poverty Plan.

2 Atotal of 800 persons aged 18 years or over from all over the country were interviewed between
29 May and 12 June 2015.

2 Between June and July 2002, 942 people in 10 very poor communities were surveyed.
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wages and access to markets, credit and productive land. At the same time,
they also see access to social services and social welfare programmes in a
positive light.?

Based on these findings, section D will focus on the need to create a
virtuous circle of social protection and labour inclusion.

D. Social protection: making the switch
from a vicious circle to a virtuous one

The impact of public policies on non-contributory social protection systems
and their linkages to employment are the topic of heated debates around
the world, and the Latin American and Caribbean region is no exception.
Members of some academic and political circles maintain that the monetary
transfers provided for under non-contributory social protection schemes
—like conditional cash transfers or social pensions— generate perverse
incentives, such as disincentives for job-seekers because of the “free” benefits
they receive, on the one hand, and, on the other, incentives for remaining in
the informal sector of the economy, on the assumption that people who work
would rather sidestep the costs (but not the benefits) of formal employment.
This, they argue, sets up a vicious circle that undermines economic growth,
productivity and labour force participation in the countries of the region.

The deterrent effect on employment is seen as deriving from the fact
that members of recipient households who have a guaranteed level of income
would feel less of a need to find work. Viewed from this angle, monetary
transfers are seen as a disincentive for efforts on the part of household
members to lift themselves out of poverty on their own.

Looking past the neoclassic economic theory according to which
income transfers result in a marginal decrease in the supply of labour
(ILO, 2010), this argument is often associated with the view that poverty is
the result of “laziness” and that poor people are therefore responsible for
their situation. The fact of the matter is, however, that working-age adults
in poor households receiving non-contributory cash transfers are highly
unlikely to just “do nothing” because the amounts of such transfers in the
region are quite small and generally compensate for only a small part of
these households’ income shortfalls.?* Even when households receive such
transfers, they still have to rely on their own efforts in order to escape poverty

23

For example, the participatory studies conducted by Narayan and others (2000 and 2002) show
that poor people value government programmes such as the food coupon scheme in Jamaica,
health-care programmes in Argentina and community health-care and food distribution services
in Brazil.

See figure II.4 for further details on the contribution of conditional cash transfer programmes to
a reduction in poor households’ income shortfalls.
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and remain out of poverty once they have done so (ECLAC/ILO, 2014). In
fact, the results of impact assessments conducted at the global and regional
levels, which will be discussed in chapter II, show that conditional cash
transfer programmes do not act as disincentives for their recipients’ entry
into the workforce, although men and women recipients do react differently
to some degree depending on the existence and design of conditionalities,
the characteristics of the labour market and the availability of care services.

The incentive for working in the informal sector (for information
on the case of Mexico, see Levy, 2010) would presumably take the form of
a desire on the part of workers belonging to households that are receiving
non-contributory transfers to avoid the obligatory deductions for health
insurance and pension plans made in formal sector jobs. Therefore, so the
argument goes, they look for low-productivity jobs in the informal sector
instead. This could happen if the programmes in question target unemployed
working-age adults who, if they were to enter the formal sector, would
become ineligible. Non-contributory social protection programmes in which
households’ per capita income is an important factor in determining eligibility
could also create such disincentives, just as social pension schemes could
discourage workers from joining the formal sector of the economy because
they can expect to receive an old-age pension without having had to pay
into an established social security system.

However, the majority of the region’s non-contributory transfer
programmes do not target working-age adults but rather children or older
adults; nor do they base eligibility on occupational status.” If labour earnings
have no impact on the transfer payments made to households participating in
the programme, then there would be no reason for them to act as an incentive
for informal employment (ECLAC, 2017a). In addition, social pensions are
so small that they could hardly be regarded as a sufficient source of income
during old age.*

While a number of studies do point to disincentives for formalization
(see chapter II), the risks of providing social benefits to informal sector
workers appear to have been overestimated. In the region, self-employment
and informal employment are not simply a result of personal, rational
decisions; they are, instead, the outcome of the nature of the production
structure and the labour market. In most cases, poor workers do not choose,
nor do they prefer, to work in the informal sector; that is simply the only
option open to them (ECLAC, 2012a), and this is especially the case for
poor women with small children who have no access to day-care services.

% The great majority of conditional cash transfer programmes target households with young children

that are classified as poor on the basis of indirect determinations of their means as measured by
a series of social indicators.

For further information on the size of social pensions, see chapter IV and specifically annex
table IV.A.1.
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To a large extent, the heterogeneity of the production structure is what
creates and sustains the informal sector, given the higher-productivity
sectors” weak labour force absorption capacity and their tendency to shed
workers, thereby pushing them back towards lower-productivity sectors
(Infante, 2011). The degree of informality in the region’s economies also has
to do with the weakness of the institutions that are supposed to enforce
labour regulations and laws, including the countries” labour inspectorates
(ECLAC, 2017a).

Thus, rather than embracing the idea of a vicious circle of perverse
incentives whereby non-contributory social protection initiatives would hurt
productivity, growth and employment, the argument being made here is that
positive synergies can be created among non-contributory social protection
programmes, employment and decent work (ECLAC, 2012a; ECLAC/ILO, 2014).
As noted by ECLAC (2016d, p. 9): “Social issues are not played out in the
social sphere alone... By the same token, production diversification and
structural change are not achieved exclusively through the economy: economic
prosperity also hinges on inclusive social development and better living
standards.” Non-contributory social protection can be particularly effective
in helping to create a virtuous circle of autonomous income generation that
will have significant multiplier effects (ECLAC, 2017a; Hanlon, Barrientos and
Hulme, 2010; Samson, 2009). When social programmes are well established,
and their continuity is assured and when the transfers that they provide are
of a sufficient amount, they can be effective in ensuring a basic level of well-
being that will then enable people to take better employment decisions. This,
in turn, can speed poverty reduction and spur local and general economic
activity (see diagram 1.1).”

Viewed within the context of a virtuous circle, it becomes evident that
providing people with the assurance that they can count on, at the least, a
minimum subsistence level of income, will avert the misuse and waste of
human capacities occasioned by the use of survival strategies (such as in the
case of child labour, which, in addition to being a very serious violation of the
rights of children and adolescents, often obliges them to drop out of school)
(ECLAC, 2017a). Non-contributory cash transfers can also have virtuous-circle
effects by covering households’” opportunity costs when members seek
work (including the costs of job searches and commuting costs). These
transfers can, in addition, promote income generation by furnishing the
funds needed for microenterprise start-ups or investments in production
capacity in rural or urban settings and can provide their recipients with

In addition to the amount of these transfers, their continuity over time enables households to cross
over certain thresholds in terms of basic needs which puts them into a better position to invest
in their children’s education, find more decent forms of employment, invest in small start-ups or
farming activities and thus improve their economic position (ECLAC, 2012a; Hanlon, Barrientos
and Hulme, 2010).
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greater bargaining power when they are offered very low wages or very poor
working conditions (ECLAC/ILO, 2014; OAS/ECLAC/ILO, 2011; ILO, 2010).
These programmes should also, of course, be accompanied by broader policies
for promoting decent forms of employment and access to social services in
order to reinforce their effectiveness as tools for increasing people’s and
households” well-being.

Diagram 1.1
The virtuous circle of non-contributory social protection schemes

Cash transfers

Multiplier effects Guaranteed
on local minimum
economies subsistence
and growth levels
: Funds to cover
_Productive job-search and
investments commuting costs
(agriculture, and backing to
microenterprises) increase wage

bargaining power

Source: S. Cecchini and L. Vargas, “Los desafios de las nuevas politicas de desarrollo social en
América Latina”, Revista de Economia Critica, No. 18, Valladolid, Association of Critical
Economics (AEC), 2014.

Non-contributory social protection can contribute to productivity gains,
growth and employment in a variety of interconnected ways that may be
manifested at the micro level (individuals or households), meso level (local
economies and communities) and macro level (Alderman and Yemtsov, 2012).

At the individual level, non-contributory social protection can translate
into more education and better health (ECLAC, 2016d) and a greater ability
to generate labour income. For example, in their analyses of Brazil’s Bolsa
Familia conditional cash transfer programme, both Lichand (2010) and
Ribas (2014) found that programme participants were more likely to engage
in entrepreneurship. This finding corroborates the hypothesis that a reliable
income stream, even if the amount involved is small, has a considerable impact
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on occupational decisions.” In Mexico, Gertler, Martinez and Rubio-Codina
(2006) found that participants in the Oportunidades programme invested
12 cents out of every peso they received in microenterprises or farming
activities at an estimated rate of return of 17.6% over a period of five years.

At the level of local economies and communities, cash transfers also
have multiplier effects by boosting consumption and demand. Local economies
are energized by increases in the resident population’s purchasing power,
particularly when it is used to buy food. Recipients of non-contributory social
protection programmes spend a large part of the cash transfers that they
receive on groceries and other products in the local economy (Cecchini, 2014;
Ibarrarran and others, 2017), and this generates positive spillovers for
households that are not part of the programme and business owners. In
his paper on rural pensions in Brazil, Schwarzer (2000) describes how the
increased purchasing power of recipients of cash transfers has galvanized
the economies of municipalities in the State of Parana. Payday is when “the
wheel of the economy turns” in the small rural towns of that state, and
many businesses —including commercial banks— make money from those
transfers. The Bolsa Familia programme has had similar results. Luiz and
others (2008) found that, in the five municipalities with the lowest rankings on
the Human Development Index in 2006, the cash transfers provided by that
programme pushed up the profits of grocery stores in those locales and that
their revenues would drop by 40% if the programme were not in operation.
Landim (2009) has shown that, for 5,500 Brazilian municipalities, a 10% per
capita increase per year in the Bolsa Familia transfers raised the municipal
GDP by 0.6% thanks, in large part, to increased commercial activity. It has
also been found that the money invested in that programme ends up back in
municipal government coffers, as a 10% increase in the programme’s target
population boosts municipal tax receipts by an average of 1.05%, while a 10%
increase in the size of the transfers raises tax receipts by 1.36%.%

Social protection’s multiplier effect is not confined to the local level
but is instead felt throughout the economy. At the aggregate level, the impact
of non-contributory social protection may be channelled through variations
in aggregate demand and changes in the overall labour force participation
rate (Mathers and Slater, 2014; Alderman and Yemtsov, 2012). It may also

% The strongest effects were observed in relation to start-ups of microenterprises in the services
sector (an increase of five percentage points). This is not surprising, given the low cost of the
physical assets required to launch a business of this type (which can, for example, be run out of
a person’s home), whereas sales and manufacturing ventures require a larger initial investment
in products and other physical assets.

Using general equilibrium models and microdata from household surveys to calculate the
multiplier effects of the cash transfers provided by seven different programmes in sub-Saharan
Africa, Davis, Di Giuseppe and Zezza (2017) found that they all had positive effects on the local
economy, with real income multipliers ranging between 1.08 (Kenya) and 1.81 (Ethiopia).
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take the form of greater social cohesion and a reduction in violence, which
will in turn help to create a more growth-friendly environment, and may
help to stabilize the economy during crises by shoring up domestic demand
(Videt, 2014).%

In the United States, according to a study conducted by Zandi (2009)
on the fiscal stimulus package that the Obama Administration introduced to
help counter the effects of the 2008 financial crisis, every US$ 1.00 increase
in food stamp payments boosted GDP by US$ 1.73. Mostafa, Monteiro and
Ferreira (2010) and Neri, Vaz and Ferreira de Souza (2013) estimated the short-
term multipliers for government cash transfers in Brazil and found that the
Bolsa Familia programme and the continuous benefit programme —Beneficio
de Prestagdo Continuada (BPC)— make a greater contribution to economic
growth than the other programmes of this type: each real invested in Bolsa
Familia in 2009 added 1.78 reais to the country’s GDF, and the multiplier
for the BPC programme was 1.19.* These multiplier effects can thus help
to complete the circle by generating more funds that can then be used to
maintain cash transfer and other non-contributory programmes.

E. Strengthening social policies and programmes

In order to create a virtuous circle of non-contributory social protection,
productivity, growth and employment, a solid institutional structure must
be in place, along with integrated strategies for overcoming poverty and
extending the scope of social protection to cover the entire life cycle. These
strategies must also be linked to strategies for promoting decent work and
the development of the production sector; in addition, all of these strategies
need to incorporate a gender perspective and be designed to promote ethnic
and racial equality (ECLAC, 2016d). All of these elements are needed in
order to ensure that, rather than seeing their employment options confined
to informal, substandard and insecure forms of work that will not provide
them with social security coverage, the participants in non-contributory
social protection programmes will have greater opportunities for securing
good-quality jobs in the formal sector of the economy (ECLAC, 2017b).

In addition to cash transfers, public policies must provide quality
services for all that are sufficiently sensitive to differences to be adjusted

The size of the impact that non-contributory social protection will have on economic growth is
clearly influenced by the level and distribution of public spending. While non-contributory social
protection does have an impact on production capacity at the individual or community level, it
is unlikely to have a significant direct effect on aggregate growth in countries with low levels of
public social expenditure and high levels of inequality (Mathers and Slater, 2014).

The other programmes that they analysed were unemployment insurance, the Monthly Minimum
Salary Programme, the General Social Insurance Regime, the Individual Social Insurance Regime
and the Personal Employee Reserve Savings (FGTS) Programme.
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to suit people’s differing needs in the areas of health care and education.
Inclusive labour and production programmes are also needed in order to
provide more opportunities for autonomous income generation to young
people and adults of working age who are poor or vulnerable to poverty. Thus,
anti-poverty strategies should be composed of three pillars: (i) guaranteed
incomes; (ii) access to education, health care and care services along with
basic infrastructure services and housing; and (iii) economic (labour and
productive) inclusion.*

In relation to the first pillar (a guaranteed income), ECLAC (2016b) has
advocated expanding the coverage of transfers to reach all poor members of
the population and increasing the amounts of those transfers so that they
will at least be enough to lift all the members of recipient households out of
extreme poverty. More and more people in the region and around the world
are talking about the idea of a basic minimum income, i.e. a regular, non-
conditional cash payment made by the State to all its citizens (ECLAC, 2016¢
and 2018c). As observed by ECLAC (2018c, p. 235): “By freeing people from
the most serious consequences of material dependency, a basic income could
lead to a rearrangement of social hierarchies, increase the bargaining power
of women, young people and other groups in situations of discrimination and
subordination, and open up spaces of greater autonomy and freedom for all
people.” Since the provision of such a minimum income would require the
mobilization of a prodigious amount of resources, however, it would have
to be phased in gradually in the Latin American and Caribbean countries
(e.g. by age groups, geographic areas, by income level) over the long term.
It should be noted that this basic income would not be a replacement for
the welfare State, which would continue to provide the other services and
benefits to which people are entitled, but would instead be an additional
pillar (ECLAC, 2018c).

In terms of the second pillar, progress has to be made towards providing
universal, quality education and health care, care services, and access to
housing and to drinking water, sanitation, electricity and the Internet. To
do this, a universalist, difference-sensitive approach is called for that will
use affirmative action policies to “break down access barriers to social
services and well-being that are faced by individuals living in conditions
of poverty or vulnerability, women, Afrodescendants, indigenous peoples,
persons living in deprived areas, persons with disabilities and migrants,
as well as children, young people and older persons” (ECLAC, 2016¢, p. 79).
While government social services are primarily aimed at upholding people’s
economic, social and cultural rights, they also represent a lifelong investment

2 One example is the intersectoral Brasil sem Miséria (Brazil without poverty) strategy, which

focused on: (i) a guaranteed minimum income under the Bolsa Familia and the BPC programmes;
(ii) access to public services; and (iii) inclusion in the rural and urban production sectors through
programmes for promoting access to labour income and job creation (Robles and Mirosevic, 2013).



46 Economic Commission for Latin America and the Caribbean (ECLAC)

in human capacity. Raising the level of education and improving the health
of the population will spur innovation, growth and sustainable development
(ECLAC, 2018c).

As regards the third pillar, although shortcomings in relation to productive
inclusion are structural in nature —given the scant workforce-absorption
capacity of modern, high-productivity sectors of the economy— the labour
supply also suffers from certain shortcomings, and an improvement in the
skill levels and expertise of the labour force would increase its members’
ability to take advantage of existing opportunities (ECLAC, 2012a). In order to
enhance the chances of poor or vulnerable people of entering the workforce,
it is important both to bolster the demand for labour through direct and
indirect job creation and support for self-employment and to strengthen the
labour supply by offering technical and vocational training and remedial
studies programmes and by providing job placement services that can help
to match up supply with demand (ECLAC, 2016b) (see chapter III). If these
efforts are to meet with success, they must be based on the concept of decent
work and be supported by stronger care systems, since the absence of public
support services for families with small children, older adults and persons
with disabilities who cannot care for themselves is blocking many women,
especially poor women, from entering the labour force (ECLAC/ILO, 2014).

Finally, if social policies and programmes are to be reinforced, social
public investment must be protected from budget cuts, especially at a time
when the poverty reduction process has stalled (ECLAC, 2019). As pointed
out by ECLAC (2017a), insufficient tax revenues and social spending impede
the creation of a virtuous circle of development in Latin America and
the Caribbean, leave the region far removed from the standards attained
by developed countries and fall short of having the desired redistributive
effects. Protecting social expenditure from cuts and promoting the formation
of a solid institutional structure and the effective management of social
programmes are crucial for the achievement of a sustainable development
process (ECLAC, 2018c¢).
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