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Summary

Since 2010, when the Economic Commission for Latin
America and the Caribbean (ECLAC) put forward its
proposed development agenda in Time for equality:
closing gaps, opening trails, it has been systematically
examining social gaps in Latin America and the Caribbean,
as well as progress towards equality, from multiple
standpoints and in an array of spheres. Social Panorama
of Latin America seeks to contribute to the process with
an updated understanding of the social situation in the
region. The 2010 edition focused on the intergenerational
reproduction of inequality and showed how differentiated
paths grow more entrenched over the life cycle. Social
Panorama of Latin America 2011 took a more in-depth
look at the chain that produces and reproduces social
gaps, spotlighting the close links between productivity
gaps, labour segmentation and gaps in social protection.

To cast new light on social inequality, the 2012
edition of Social Panorama of Latin America is devoted
mainly to aspects of caregiving on which systematized
information for the region has not been available hitherto:
paid employment in care-related activities, household
expenditure on care, and the situation and care needs
of persons with disabilities. This edition aims, in fact,
to generate knowledge on a link in the chain of social
reproduction which has long been sidestepped by public
policy, since the issue made little inroads into the discussion
or the policy agendas of the countries of Latin America
and the Caribbean until a few years ago. It is a core issue
because sharp inequalities and gender discrimination
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come into play and work strongly against women, who
bear the care burden as they do unpaid, undervalued
work.! Women are hard-pressed to juggle unpaid care
work in the household and paid work outside the home;
lower-income families are the hardest hit because they
cannot afford to buy care. This feeds back into the vicious
circle of inequality.

Care inequality penalizes persons with disabilities
(who are overrepresented in all exclusion indicators). It
segments early stimulation, with some children having
access to infant day care centres and early, preschool
and differential education while others do not. And, as
societies age, it hangs like a sword of Damocles over
the availability of care and protection for older persons
because not all have the same access to social security
services, pensions, health-care insurance and adequate
family networks.

Social Panorama of Latin America 2012 is divided
into two parts. The first, comprising chapters I and I,
tracks recent poverty and income distribution trends
as well as citizen perceptions of inequality and trust in

The 2009 edition of Social Panorama of Latin America contributed
substantial information on this topic by exploring the burden of
unpaid care work, which falls mainly to women. Time-use surveys
have been instrumental in turning the spotlight on these gender
asymmetries, and this has helped to gain recognition of the issue
and raise awareness of the need to work towards a new gender
covenant in households and towards public policies that underpin
better reconciliation of paid and unpaid work.
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institutions. The second part homes in on the issue of
care, starting with the conceptual and policy view of care
as a right, the position regarding paid care work, social
expenditure patterns (especially, household spending on
care services), the situation of persons with disabilities
and their care needs, recent policies that the countries are
implementing, and, finally, the challenges that lie ahead.

Chapter I sets out updated figures on poverty and
indigence in Latin America up to 2011. Both of these
continued to fall in the region and have reached 30-year
lows. Most —but not all— of the countries of the region
saw poverty decline during the most recent period. The
rise in income among the poor has come primarily from
higher wage income, in keeping with the trend over the
past few years.

Chapter I also provides an overview of persons living
in poverty: where they live; the sex and age of household
members and heads; education level, employment status
and access to certain basic services. Even though the
profile of persons living in poverty is similar to the one
seen in the late 1990s, regionwide trends have brought a
few changes. Among them are the increase in the number
of female-headed households, higher education levels and
smaller average household size.

Chapter II examines recent progress in the fight against
unequal distribution. The new figures available show
a continuing trend towards less income concentration.
Although inequality indicators have come down only
slightly, there has been a substantial cumulative decline
since the early 2000s.

Despite this progress, the region is still among the
most unequal in the world and, not surprisingly, perception
surveys show that citizens perceive great inequality. Both
distrust of the State’s political institutions (the legislature,
the judicial power and political parties) and perceived
unfairness are high, and they are correlated. Moreover,
they are associated with objectively measured inequality.
Citizen dissatisfaction with how these institutions work and
how economic, social and political goods are distributed
is a factor to be taken into account by strategies that aim
to promote a social covenant for greater equality.

Chapter III looks at paid care work in Latin America. It
defines care, classifies paid care workers and, on the basis
of data from continuous household surveys in the region,
shows that the care sector currently accounts for 6.7% of
employment overall, with substantial differences among
countries. Of that total, domestic workers account for 5%
and the other care-related occupations account for 1.7%.

In Latin America, employment in the care sector is
highly feminized. Nearly 71% of care workers are female
domestic workers; 23% are women in other care-related
occupations (fairly equally split between education and
health services). The remaining 6% are male domestic

workers (3.7%) and men in other care-related occupations.
In the care sector, young persons and older persons both
account for a lower percentage than in other occupations.
Those that do work in domestic care have lower education
attainment levels and less access to social protection than
the employed population as a whole.

Hourly wage gaps (adjusted for type of worker) show
that pay for domestic workers is lower than the average
for the employed population in the vast majority of the
countries. Health-care pay is higher than the overall
average; wages for education workers are near average.
These differences reflect dual models of labour protection
and regulation in the region, where domestic employment
is underregulated and poorly paid, has little access to
social protection and is subject to discrimination and very
precarious working conditions. This equation is further
complicated by the concentration of migrant women in
domestic work and other care-related occupations in many
of the countries of the region and worldwide.

The first section of chapter [V examines recent trends
in public social spending. As noted in earlier editions of
Social Panorama of Latin America, both the absolute
amount of resources allocated to social expenditure and
its percentage share of total public expenditure and GDP
continued to trend up through 2010. Much of the effort
to boost this spending was linked to measures aimed at
addressing the impact of the recent global financial crisis,
making public social spending clearly countercyclical in
nature. Most of the increased expenditure was in social
security (including redistributive components, such as
establishing or expanding non-contributory pension
schemes) and in sharply higher funding allocated to social
assistance programmes.

But more recent data on budget execution in the social
sphere points to slower growth in social expenditure starting
in 2011 because of the need to bolster public finances in
the face of lower revenues coupled with instability and
uncertainty in the more developed economies. The reason
for controlling spending was to lower the fiscal deficits
recently posted by many of the countries of the region.

The second part of chapter IV takes up private spending
on care, using data from the most recent round of income
and spending surveys conducted since 2000 in a number
of countries in the region. The vast majority of households
do not have the capacity to hire paid care services. As
would be expected, among the households reporting
expenditure on care, the amount varies substantially in
accordance with socioeconomic level. Nevertheless, the
amount spent as a share of total household income is fairly
consistent, revealing the irreducible nature of care needs.

The entrenched asymmetrical gender roles and the
constraints that families face in paying for care services
still mean that care is primarily provided by women,
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making it hard or impossible for them to participate in the
labour market and thus undermining the family’s ability to
increase its income level. Households with older people
tend to spend more on care which, given population
ageing, is a warning sign for the future.

Chapter V examines the position of persons with
disabilities in Latin America and the Caribbean, their care
needs and the public policy challenges in this regard. It
proposes a statistical approach and offers a comparative
review of the situation of persons with disabilities in the
region. The most recent data from a range of sources
available for 33 countries show that around 12% of the
region’s population has some kind of disability: 5.4% in
the Caribbean and 12.4% in Latin America.” Not only
women, but also those groups which are most economically
and socially vulnerable (older persons, inhabitants of
rural areas, indigenous peoples, Afro-descendants and
lower-income persons) show a higher percentage of
persons with disabilities.

Persons with disabilities are overrepresented among
individuals who live alone, but most of them receive care
and support from their closest family members in a variety
of living arrangements. This situation usually impacts the
family’s emotional and financial well-being and calls for
expanding the supply of care services provided by the State,
the market and civil organizations. The growing concern is
reflected in government and policy agendas, as seen in an
incipient expansion of government programmes providing
support for family caregivers, home care services and
independent living support services, and in programmes
aimed at safeguarding the economic and social rights of
persons with disabilities by making it easier for them to
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access mainstream education, employment and social
security coverage.

Lastly, chapter VI looks at a number of care policies
and programmes in the region, proposes conditions and
content standards for a social and fiscal covenant for
care with equality, identifies the challenges in building
integrated, more equal care systems and explains how
those challenges fit into the broader picture of social
protection and social security systems.

Care policies involve rebalancing the relationship
between the State, the market, communities and families.
Leaving it up to the market to address the care needs
of families increases inequality by subjecting access
to services to the individual’s ability to pay for them.
In a care strategy guided by equality, the State should
ensure that access gaps are narrowed, build capacities to
generate a broad supply of care and meet the care needs
of large segments of the population in order to prevent
vulnerabilities from growing. Moreover, beyond the direct
provision of services, good care requires infrastructure,
appropriate facilities and training for human resources
with varying degrees of specialization that can become
a new source of jobs.

Turning care into a pillar of social protection and
public policy, and seeing it as a source of social rights,
involves many challenges. Among these are funding,
coordinating and regulating a network of public, private
and mixed providers of the services needed. Changes in
the regulation of production and in labour organization
are essential for putting men and women on an equal
footing in the workplace and enabling them to combine
productive activities with care rights and obligations.

There are still severe problems with measuring disability. Censuses,
the main source of measurements, still do not allow comparability
between countries, because they compile the data very differently,
sometimes leading to over- and under-representation. For this
reason it is essential to make progress towards standardization and

consensus regarding questionnaires, in order to capture data that are
comparable between countries and over time. It is also important to
ensure that household surveys include questions on disabilities, so
that the social situation of persons with disabilities can be examined
from the angles of different social and demographic variables.
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Poverty: profile and recent trends

A. Recent progress in reducing poverty

GDP growth in Latin America was 4.3% in 2011, equivalent
to a 3.2% expansion of per capita output. While lower than
the 4.9% per capita growth posted in 2010, this performance
consolidates the regionwide recovery following the 3.0%
decline in 2009. The region’s employment rate trended up,
with the average unemployment rate falling from 7.3% in
2010 to 6.7%. The steady downtrend in the unemployment
rate since 2002, interrupted only in 2009, has yielded the
lowest figures since the mid-1990s: below 8% in virtually
all of the countries of Latin America. Real labour income
was boosted by continuing low rates of inflation in most
of the countries: the 6.9% average for the region is just
0.4 percentage points above the inflation rate for 2010.

In this setting, estimates based on household surveys
available as of 2011 put the regional poverty rate at 29.4%,
including 11.5% living in extreme poverty or indigence.
The figures for 2011 show that the poverty rate is 1.6
percentage points lower than in 2010 and that the indigence
rate dropped by 0.6 percentage points.? This decade-long
downtrend has brought both rates down to 30-year lows.

Latin America and the Caribbean continued to grow
in 2012, with the average for the year estimated at 3.2%
(1.1 percentage points lower than in 2011). The pace of
growth is expected to remain slow, especially because
annual inflation to June 2012 (simple average of 5.5%) is
the lowest since November 2010. Projections of positive
economic growth and moderate inflation in 2012 suggest
that poverty will continue to trend down, although not as
sharply. The poverty rate is expected to drop by at least
a half percentage point; the indigence rate is forecast to
hold at the level seen in 2011.

The projections in Social Panorama of Latin America 2011
assumed that spiralling food prices could drive the indigence
rate up. Although food prices did rise, on average, 1.3 times
more than prices for other goods, higher income and improved
distribution in a number of countries translated into a lower
regional indigence rate.

Changing poverty rates at the country level
reflect different situations. Of the 12 countries with
information available for 2011, 7 saw their poverty rates
fall: Paraguay by 5.2 percentage points; Ecuador by
3.7 percentage points; Peru by 3.5 percentage points;
Colombia by 3.1 percentage points; Argentina by 2.9
percentage points; Brazil (by 2.0 percentage points
per year between 2009 and 2011); and Uruguay by
1.9 percentage points. Indigence rates also dropped
sharply in these countries.

The Bolivarian Republic of Venezuela recorded an
uptick in poverty and indigence rates, by 1.7 percentage
points and 1.0 percentage points, respectively.* In the
Dominican Republic, Chile, Costa Rica and Panama,
there were no substantial variations during the period
reviewed, with the poverty rate changing by less than 1
percentage point per year (see table 1).

Among the different sources of household income,
labour income contributed the most to changing income
levels in poor households. In the seven countries with
significant drops in poverty levels, labour income accounted
for at least three quarters of the variation in total per capita
income. Transfers (public and private, including pensions
and retirement benefits) and other income (capital income,
imputed rent, and others) also helped bring the poverty
rate down, albeit to a lesser degree.

This trend does not coincide with that reported by the National
Statistical Institute of the Bolivarian Republic of Venezuela. The
discrepancy is due basically to the fact that the price deflator used
by the Institute to adjust the indigence line —which reflects the
variation in the prices of the specific products that make up the
basic consumption basket— rose less than the deflator used by
ECLAC, which reflects changes in food inflation and is therefore
composed differently.

The trend observed in the Dominican Republic does not entirely
match that reported by the country’s official statistical office. The
discrepancy is due to minor methodological differences related to
the calculation of aggregate income and the value of the lines used.
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Country

Argentina @

Bolivia (Plurinational State of)

Brazil

Chile
Colombia®
Costa Rica©
Dominican Republic
Ecuador?

El Salvador
Guatemala
Honduras
Mexico
Nicaragua
Panama
Paraguay
Perud

Uruguay @

Venezuela (Bolivarian Republic of)

Economic Commission for Latin America and the Caribbean (ECLAC)

Table 1

LATIN AMERICA (18 COUNTRIES): PERSONS LIVING IN POVERTY AND INDIGENCE,
AROUND 2002, 2010 AND 2011

Year

2004

2002

2001

2000

2002

2002

2002

2002

2001

2002

2002

2002

2001

2002

2001

2001

2002

2002

Around 2002
Poverty
34.9

62.4
37.5
20.2
49.7
20.3
471
49.0
48.9
60.2
77.3
39.4
69.4
36.9
61.0
54.7
156.4

48.6

(Percentages)
Indigence Year
14.9 2010
37.1 2009
13.2 2009
5.6 2009
17.8 2010
8.2 2010
20.7 2010
19.4 2010
221 2010
30.9 2006
54.4 2010
12.6 2010
425 2009
18.6 2010
33.2 2010
244 2010
225) 2010
222 2010

Around 2010
Poverty Indigence

8.6 28
42.4 22.4
24.9 7.0
11.5 3.6
37.3 12.3
18.5 6.8
41.4 20.9
37.1 14.2
46.6 16.7
54.8 29.1
67.4 42.8
36.3 13.3
58.3 29.5
25.8 12.6
54.8 30.7
31.3 9.8

8.6 1.4
27.8 10.7

Year

2011

2011

2011

2011

2011

2011

2011

2011

2011

2011

2011

2011

2011
Poverty
5.7

20.9
11.0
34.2
18.8
422

32.4

25.3
49.6
27.8

6.7

29.5

Indigence

1.9

6.1
3.1
10.7
7.3
20.3

101

12.4
28.0
6.3
14

1.7

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

2 Urban areas.

b Figures from the National Administrative Department of Statistics (DANE) of Colombia.
¢ Figures for 2010 and 2011 are not strictly comparable with data for previous years.

a

Figures from the National Institute of Statistics and Informatics (INEI) of Peru.

Figure 1

LATIN AMERICA: POVERTY AND INDIGENCE, 1980-20122
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations of data from household surveys conducted in the respective countries.
2 Estimate for 18 countries of the region plus Haiti. The figures above the bars are the percentages and total numbers of poor people (indigent plus non-indigent poor). The 2011 figures

are projections.



Social Panorama of Latin America ¢ 2012

B. Patterns of poverty

In addition to understanding the scope and trend of poverty
in each country and for the region as a whole, it is useful
to see how the poverty rate differs across segments of the
population. Changes in demographic factors, labour markets,
the overall economic climate and institutional responses
to poverty, along with falling poverty rates, could have
gradually reshaped the profile of persons living in need.
For analytical purposes, the poor population is divided into
two groups: the indigent and the non-indigent poor. The
non-poor population is divided into the vulnerable (persons
whose per capita income is above the poverty line but less
than 1.5 times this threshold) and the non-vulnerable.

Comparing the four groups at the regional level shows
that area of residence is one of the dimensions that vary the
most among persons according to their income level. Persons
living in indigence are evenly divided between urban and
rural areas; nearly three of every four non-indigent poor
persons live in urban areas (see figure 2).

There are also clear differences in age structure among
the poor and the non-poor. Minors (aged 17 or under)
make up 51% of the indigent population and 45% of the
non-indigent poor. In other words, practically half of those
living in poverty are children. The percentage falls to 38%
among the vulnerable population and 23% among the
non-vulnerable. The opposite is true of persons aged 50 or
over: they account for some 12% of the poor population,
climbing to 27% of the non-vulnerable population.

There are, as well, substantial differences in education
level among the groups. Half of the adults (aged 25 to 65)
living in indigence had not completed primary education.
This percentage shrinks as income rises, to stand at 14% of
the non-vulnerable group. Those who completed primary
education but not secondary education make up the largest
group (some 45%) among the non-indigent poor and the
vulnerable. A large share (41%) of the non-vulnerable
completed secondary education but not higher education.
Among the poor and the vulnerable, the percentage
of persons having completed higher education is very
small (less than 1% and 3%, respectively); among the
non-vulnerable the proportion is markedly larger, at 13%.

Although paid work might be expected to be one
of the main routes out of poverty, most of the poor and
vulnerable aged 15 or over are already employed. Only
about 8% of the indigent and 6% of the non-indigent
poor are unemployed, highlighting once more a persistent
pattern in the region stemming from its heterogeneous
production structure: not all paid work guarantees an exit
from poverty. Moreover, employment status is sharply
differentiated by sex. More than 60% of the men in the
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four categories reviewed are employed. In none of them
do women reach that level, because most of them are not
participating in the labour market.

The persistent pattern of integration of the poorest in
the traditional production sector is confirmed by the fact
that a large portion (43%) of the indigent who are employed
are own-account workers and less than one third (31%)
are employees. In the other groups, employees account for
the largest share (50% of the non-indigent poor, 57% of
the vulnerable and 64% of the non-vulnerable), showing
that wage employment does not protect people from the
risk of slipping into poverty. There is a gender gap here,
as well; among women (particularly among the indigent
and the non-indigent poor), a larger percentage are unpaid
family workers and domestic workers.

Access to basic services varies. Access to electricity
is widespread among low-income persons (86% of the
indigent and 95% of the non-indigent poor have access).
Among the indigent, 71% have access to drinking water;
among the non-indigent poor the figure is 81%. These
groups are least likely to have access to sanitation: 47%
of the indigent population and 61% of the poor.

The poverty rate in Latin America fell sharply —by
more than 14 percentage points— between 1999 and 2011.
However, the pattern of poverty is, in a number of aspects,
much the same as in the late 1990s. There have been
some changes, though, and most of them have to do with
demographic and education trends throughout the region.

The breakdown of poor groups by sex is similar to
the one seen in 1999, but a major shift has occurred in the
percentage of persons living in female-headed households
—from 18% of all indigent households in 1999 to 28% in
2011. In poor households, the change has been from 19%
to 28%. This indicates a need for more care alternatives
(especially for those who cannot afford to buy care in the
market) in order to make it easier for women to participate
in the labour market, which is crucial for female-headed
households living below the poverty threshold.

On another front, the rising average age of the
population is gradually changing the makeup and size
of poor households. The percentage of indigent persons
who are aged 17 years or under was 51% in 2011, down
by some 5 percentage points from 1999. The share of the
adult population living in indigence ticked up slightly,
from 9% of the population aged 50 or over in 1999 to
12% in 2011. As for average household size, among the
indigent population it shrank from 5.4 members in 1999
to 4.6 members in 2011; among the non-indigent poor it
went from 4.8 members to 4.4 members.
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Figure 2
LATIN AMERICA: PROFILE OF THE POOR AND NON-POOR, AROUND 20112
(Percentages)
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Among the poor, the percentage who know how
to read and write increased from 82% to 85%; school
attendance among children aged 6 to 15 climbed from
90% to 94%. The share of young people having completed
primary education rose from 79% to 88%; the proportion
having completed secondary education went from 19%
to 33%. While rising levels of school enrolment among
the poorest is a positive trend, secondary education
completion rates are still low. In 2011, 29% of the
income-vulnerable population had either attended or
completed higher education. This figure is 10 percentage

points higher than in 1999: not only does this show that
access to higher education alone does not free people
from the risk of slipping into poverty, it also suggests that,
for part of the young population, expanded knowledge
acquisition does not translate into socio-occupational
mobility or timely entry into the production system
and leads to frustrated expectations and, potentially, to
greater citizen dissatisfaction.

As for basic services, the proportion with access to
electricity, water and sanitation rose by 6 percentage points,
7 percentage points and 9 percentage points, respectively.
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C. Complementary perspectives on absolute poverty

Poverty can be measured and analysed from different
standpoints. One is relative monetary poverty, which
expands the traditional concept of absolute poverty to
take fuller account of what people need to fully participate
in their society.

Poverty is most commonly measured by determining
an income threshold, or poverty line, stated as a percentage
of the median income of the population. Because
choosing the percentage to use is discretionary, it is
standard practice to estimate relative poverty based on
a range of values: typically, 40%, 50%, 60% and 70%
of median income.

Given the reasoning behind the way relative poverty
is estimated, the value of the relative poverty line or
monetary threshold would be expected to be higher
than the absolute poverty line because it includes a
broader set of needs and satisfactors. But for most of
the countries of the region, the relative poverty lines
determined using this methodology are lower than
the absolute poverty lines. Therefore, the standard
methodology for estimating relative poverty cannot
be followed across the board in the region.

The conventional way to measure relative poverty
yields results that are very similar across the countries
of Latin America. Using a threshold of 60% of median
per capita income yields poverty rates ranging between
23% and 33%. The other thresholds (50% and 70% of
median income) also produce this narrow dispersion.
These outcomes stand in sharp contrast to those obtained
using an absolute poverty threshold, which range from
less than 10% to nearly 70% (see figure 3).

Even though this method for measuring relative
poverty cannot be used throughout the region, in some
countries it provides useful information. Using 60% of
median income as an indicator of the cost of meeting
social needs, the relative poverty rate is higher than
the absolute poverty rate in six countries in the region.
They are Argentina, Brazil, Chile, Costa Rica, Panama
and Uruguay. In these countries in particular, but also
regionwide, falling absolute poverty rates will make it
increasingly useful to take account of these needs in order
to identify the economically disadvantaged population.

Another perspective comes from considering time
deprivation as relevant input for measuring individual
well-being. The time spent on paid work generates
monetary resources for meeting a variety of needs; the

time spent on domestic and care work meets the needs
of self-care and of caring for other members of the
household. Household well-being, in turn, depends on
income and consumption levels and on decisions as to
the time devoted to paid work. Moreover, households
need a minimum of hours for domestic and care work,
for rest and for leisure.

Figure 3
LATIN AMERICA (18 COUNTRIES): RELATIVE AND ABSOLUTE
POVERTY RATES, AROUND 20112
(Percentages)
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The region has yet to systematically include the time
spent on care work and unpaid work in poverty assessments.
Doing so would produce a deeper understanding of poverty
and of gender inequality and should enhance policy
design. Drawing an analogy with monetary resources,
“time poverty” can be measured when it is defined, for
example, as the lack of time for rest and leisure because
too much time is spent on work and on household chores.

Measuring time poverty poses a number of challenges,
both in conceptualizing it and in defining time poverty
standards and thresholds. Nevertheless, it appears to be a
useful way to gain a better understanding of the dimensions
of individual well-being.
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Chapter I

Distribution inequality and citizen distrust

A. Recent progress in reducing distribution inequality

One of the major challenges still facing Latin America is
how to bring down its high levels of income distribution
inequality. In most of the countries, a large share of all
income is concentrated in a small segment of the population
while the poorest receive a very small proportion. The
simple average of figures for the 18 countries on which
relatively recent data are available shows that the wealthiest
10% of the population receives 32% of total income while
the poorest 40% receives 15% of total income.

Relatively high levels of income concentration are
seen in Brazil, Chile, Colombia, the Dominican Republic,
Guatemala, Honduras and Paraguay, where the share
approaches 40% for the wealthiest and ranges between
11% and 15% for the poorest. In Costa Rica, Panama and
the Plurinational State of Bolivia, the share going to the
poorest segment is similar, although the income share for
the top decile is slightly smaller. In Argentina, Ecuador,
El Salvador, Mexico, Nicaragua and Peru, the values at
the lower end of the distribution are higher (16% to 17%)
and those for the wealthiest 10% are somewhat lower (in
the area of 30%). Income concentration is lower in the
Bolivarian Republic of Venezuela and Uruguay, with
shares at each end on the order of 20% to 23%.

Persistently high income inequality should not
overshadow the progress that has been made in recent
years. A clear downtrend has been evident in income
concentration since the early 2000s. It has been one of the
hallmarks of the development process in Latin America
over the past 10 years and is a reversal of the trend that
had held for at least 20 years before that.

A comparison of recent findings with data from around
2002 show that distribution has improved in most of the
countries of the region. The Gini coefficient fell by at least 1%
per year in 9 of the 17 countries examined. Those recording
the sharpest decreases include Argentina, the Bolivarian
Republic of Venezuela, Nicaragua and the Plurinational
State of Bolivia, in all of which the Gini coefficient fell at an
annual rate of more than 2%. This trend was not especially
impacted by the economic crisis that broke out in 2008.

Figure 4
LATIN AMERICA (18 COUNTRIES): INCOME DISTRIBUTION
BY GROUPS OF DECILES, AROUND 20112
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from household surveys conducted in the
respective countries.

3 Data for 2011, except El Salvador (2010), Guatemala (2006), Honduras (2010), Mexico

(2010), Nicaragua (2009) and the Plurinational State of Bolivia (2009).
© Urban areas.

¢ Simple average.

The past year saw a slight but statistically significant
decrease in inequality in Argentina, Brazil, Colombia,
Ecuador and Uruguay. In the rest of the countries, including
those whose Gini coefficient is higher than in 2010, the
new findings are not statistically different from those for
the previous year.

Paid work is the most important source of household
income, accounting for, on average, three fourths of the
total. Unequal distribution of labour income is the chief
determinant of income inequality. For the region as a
whole, the simple average of the Gini coefficient for
labour income for the employed population is similar
to the coefficient for per capita income. At the country
level, however, both variables show differing degrees
of concentration.
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Figure 5
LATIN AMERICA (18 COUNTRIES): GINI COEFFICIENT, 2002-2011 AND 2010-2011
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations of data from household surveys conducted in the respective countries.
2 Data for urban areas in Argentina, Ecuador and Uruguay. Data for 2002 are from 2002 except for Brazil, El Salvador, Nicaragua, Paraguay and Peru (2001), Argentina (2004) and Chile
(2000). Data for 2011 are from 2011 except for Costa Rica, Nicaragua and the Plurinational State of Bolivia (2009), El Salvador, Honduras and Mexico (2010) and Guatemala (2006).

b Data for urban areas in Argentina. Data for 2010 refer to figures for 2009 in Brazil and Chile.

The changing income distribution among the
employed had a substantial effect on total per capita
income concentration patterns, as can be deduced from
the fact that the variations in inequality indicators for
both kinds of income have been very similar in all of
the countries examined. Breaking labour income down
between wages and salaries earned by persons working
for others and by the self-employed shows that in most
cases the decreases have been sharpest (or the increases
smaller) for the former (see figure 6).

Lastly, the employed population across the income
distribution was grouped by labour income quintile
(see figure 7). There is a positive correlation between
average age and income level, and between income and
education level. The analysis of job attributes shows
that the proportion of wage employees and employers
increases along with labour income and that the share
of own-account, domestic and unpaid family workers
declines. This correlation is linked to the region’s high
level of production heterogeneity, which is also associated
with the greater prevalence, in the lower income quintiles,
of employees of small establishments (less than five
persons), whose share in the higher income quintiles is
lower. A look at the structure of the quintiles by occupation
shows that the higher the income quintile, the lower the
proportion of unskilled and agricultural workers. The
opposite is true for the proportion of senior managers at
public and private enterprises, professionals, technicians

and office workers. The share of officials and operators
is the same in the first four quintiles and lower in the
highest income quintile.

Figure 6
LATIN AMERICA (17 COUNTRIES): GINI COEFFICIENT FOR
PER CAPITA INCOME AND LABOUR INCOME PER
EMPLOYED PERSON, 2008-2011 @
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
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(2004), Honduras (2007), Nicaragua (2005) and the Plurinational State of Bolivia (2007).
Data for the most recent year are from 2011 except for Costa Rica, Nicaragua and
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° Urban areas.
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Figure 7
LATIN AMERICA: EMPLOYED POPULATION BY LABOUR INCOME QUINTILE, MOST RECENT YEAR @
(Percentages)
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Guatemala (2006).



Social Panorama of Latin America ¢ 2012

25

B. Citizen distrust: recent trends and associated factors

Despite recent progress, the countries of Latin America
still have high levels of inequality, coupled with marked
distrust of institutions (legislature, judicial power and
political parties) and high levels of perceived unfairness.
Persistent citizen dissatisfaction with those institutions
is both an obstacle and a challenge for a general sense
of ownership and for building social covenants based
on equality.

The Latin American population still evinces a high
degree of perceived distribution unfairness in the countries.
In 2011, 79% of the region’s population reported thinking
that income distribution in the country in question was
unfair or very unfair. The substantial shifts between 1997
and 2002 —chiefly between 2002 and 2007— tracked the
economic cycle. Perceptions worsened between 1997 and
2002 and improved between 2002 and 2007. There have
been no major changes in regional averages since 2007.

Distrust of political and State institutions rose
between 1997 and 2003, dropped significantly between
2003 and 2004 and declined less markedly between 2004
and 2006. The trend halted in 2007 and 2008, followed

by a new downtrend between 2008 and 2009 and a slight
improvement between 2009 and 2011. In 2011, 6 out of
every 10 Latin Americans reported having very little or
no trust in political and State institutions; this is a very
high percentage.

Throughout 1997-2011 there was a correlation
between perceived unfair distribution and distrust of the
legislature, judicial power and political parties. Distrust
and perceived unfairness were consistently lower in some
countries (Bolivarian Republic of Venezuela, Costa Rica
and Uruguay) and at medium levels in others (Colombia
and Mexico). There were also countries (Argentina,
Guatemala and Peru) in which perceived income distribution
unfairness and distrust in institutions were consistently
high throughout the period examined (see figure 8).

Between 1997 and 2010, perceived unfair distribution
and distrust of the institutions referred to were correlated
with the Gini coefficient. For the countries and years
with greater objective inequality in income distribution,
both perceived distribution unfairness and distrust of
institutions were higher (see figure 9).

Figure 8
SOUTH AMERICA (10 COUNTRIES), CENTRAL AMERICA (7 COUNTRIES) AND MEXICO: PERCEPTION OF INCOME DISTRIBUTION
UNFAIRNESS AND DISTRUST OF THE LEGISLATURE, JUDICIAL POWER AND POLITICALPARTIES, BY GROUPINGS
OF COUNTRIES, 2°¢1997-2011
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations of data from Latinobarémetro 1997, 2002, 2007, 2009, 2010 and 2011.

2 Sum of the percentages of persons responding that income distribution in the country in question is very unfair or unfair.

b Includes trust in the legislative branch (congress), judiciary and political parties. Respondents were asked to rate each institution according to the following ordinal scale: (1) a lot; (2) a
fair amount; (3) a little; and (4) not at all. Responses to the three questions were averaged and recoded; responses with values between 3 and 4 were taken as “a little” or “no” trust.

¢ Several years of data are included for each country; accordingly, each point in the figure corresponds to a particular country and year.
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Figure 9
LATIN AMERICA (18 COUNTRIES): PERCEPTION OF INCOME DISTRIBUTION UNFAIRNESS AND DISTRUST OF THE LEGISLATURE,
JUDICIAL POWER AND POLITICAL PARTIES, BY GINI COEFFICIENT,2? ¢ 1997-2010
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations of data from Latinobarémetro, 1997, 2002, 2007, 2009 and 2010
and CEPALSTAT database [online] http://websie.eclac.cl/infest/ajax/cepalstat.asp?idioma=i.
2 Sum of the percentages of persons responding that income distribution in the country in question is very unfair or unfair.
b Includes trust in the legislative branch (congress), judiciary and political parties. Respondents were asked to rate each institution according to the following scale: (1) a lot; (2) a fair
amount; (3) a little; and (4) not at all. Responses were averaged. Averages between 3 and 4 were taken as “a little” or “no” trust.
¢ Several years of data are included for each country; accordingly, each point in the figure corresponds to a particular country and year.

Summing up, despite some positive trends in 2002-
2003 and 2006-2007, distrust of certain institutions and
perceptions of unfairness were still high in 2011. The
strong correlation between distrust of institutions and
perceptions of unfair distribution throughout 1997-2011
suggest profound, persistent citizen dissatisfaction with

how these institutions work and how economic, social
and political goods are distributed in the countries. The
correlation between objectively measured inequality
and dissatisfaction with these institutions also suggests
that these high levels of wealth concentration and social
differences are or could become conflictive.
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Some aspects of care in Latin America
and the Caribbean: employment,
household expenditure and

persons with disabilities
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Introduction

Care: concept, relevance and challenges

With care come life, well-being and development.
Care means ensuring, on a daily basis, the physical and
emotional well-being that people need throughout life.
It spans from stimulating cognitive fundamentals in
infancy to seeking, as far as possible, to preserve the
capacities and self-determination of fragile older persons
and persons with disabilities. Doing so calls for creating
and managing goods, resources, services and activities
to ensure nourishment, safeguard health and personal
hygiene and foster cognitive and social development and
learning. Within families, these tasks involve overlapping
roles, responsibilities, spaces and cycles that are not easy
to express in terms of time, intensity or effort.® Care may
be provided on an unpaid basis by relatives, delegated on
a paid basis in a formal or informal employment setting,
delegated on an unpaid basis to someone outside the
family or provided formally by institutions.

In Latin America care is provided overwhelmingly
by unpaid means within families, mainly by women. Far
from being acknowledged as crucially important as the
foundation for social reproduction, in the main this work
goes unrecognized and little valued, and the activities
involved are absent from the statistics and the national
accounts. Accordingly, to bring the care economy onto the
agenda and to turn the spotlight on the huge contribution
that unpaid care makes to society is to rethink the boundaries
of human labour itself.

It is, then, essential to make care work visible within the
economic rationale, because it is essential for reproducing
the labour force and because the way it is organized and
distributed in society exposes yawning gender inequalities.
This calls for including care in the economic analysis (care
as the “shadow of work™), understanding its relationship
to gender oppression and recognizing its value as a
meaningful activity and a responsibility of citizenship.

See Maria-Angeles Duran, “El trabajo no remunerado y las familias”,
paper presented at the Technical Consultation on Accounting for
the Unremunerated Production of Household Health Services,
Washington, D.C., Pan American Health Organization (PAHO),
December 2003 and El trabajo no remunerado en la economia
global, Madrid, Fundacion BBVA, 2010; and Ana Sojo, “De la
evanescencia a la mira. El cuidado como eje de politicas y de
actores en América Latina”, Seminarios y Conferencias series,
No. 67 (LC/L.3393), Santiago, Chile, Economic Commission for
Latin America and the Caribbean (ECLAC), 2011.

29

Care in order to nurture and care for reproducing the
workforce are intertwined dimensions.

The care needs of children (at present, 27.7% of
the population of Latin America) are, increasingly,
compounded by the needs of fragile older persons (those
with a high degree of dependence). Just for the sake of
setting a cut-off age, there is no question that beyond
the age of 80 the fragility rate is high, independence is
inconsistent and there is a risk of functional loss. Older
persons can often require hospitalization, fall frequently,
take medicines or have chronic health problems that can
be disabling. In Latin America, this segment makes up
15% of the population of adults aged 60 or over; because
it is growing at nearly 4% per year it will double by
2070. By the end of the twenty-first century, 36.6% of
the population of older adults will be in the elderly age
bracket (80 or over). Persons with disabilities account
for some 12% of the population of Latin America and
the Caribbean (see chapter V).

The tensions that come with changes in the social
model for distributing care responsibilities have been
examined from different angles. For example, the “care
crisis” comes at a point in history when paid wage work
and unpaid domestic work are being rearranged while the
rigid gender distribution of household work and gender
segmentation of the labour market remain unchanged. The
resulting asynchronies show that the traditional balance
of care no longer works.

The rights-based approach to care implies a criticism
of welfarism because it concerns women’s agency and the
autonomy of both the subjects and the providers of care. It
also brings up the need to challenge the activity-passivity
dichotomy in the relationship between provider and subject.
Defining the objectives and strategies for care under the
rights-based approach also involves weighing other factors
pertaining to the subjects of care that are in tension with one
another: autonomy, dependence, fragility and fragilization.

Autonomy has to do with the ability to perform the
functions of daily life with as little help as possible; it can
be tied to the notion of independence. Autonomy has both a
public dimension (active participation in the organization of
society) and a personal one (an individual’s ability to make
and carry out his or her own life plans and make his or her
own decisions). In both cases, self-determination and the
ability to decide for oneself are the basis of autonomy, even if
help and support from others is needed in order to achieve it.



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

Dependency is understood as a restriction on the
exercise of autonomy due to a physical or mental constraint
that, in practice, diminishes the capacity to freely make
decisions or take action. Fragility is a precursor of
dependence; it arises from the accumulation of deficits.
With age, for example, increasing morbidity and the
individual’s relationship with his or her surroundings
translate into vulnerability because of the risk of short-
and medium-term adverse health events. Fragilization
is the process of becoming fragile and derives from the
surroundings and from social obstacles, not from the
functioning of individuals. It happens because societies
marginalize those who have certain functional limitations
and keep them from realizing their potential. These are
the obstacles that persons with disabilities face.

The tension between the four elements (autonomy,
dependence, fragility and fragilization) helps define the kind
of care that children, fragile older persons, persons with
disabilities and persons with health-related dependence.”
In terms of the binomials set up, children, older persons
in various age brackets, persons with health-related
dependence and persons with disabilities are in different
quadrants (see diagram 1). Obviously, reality does not fit
neatly into a conceptual scheme, but looking at it in this
way helps distinguish between the components of care
based on the characteristics of the subject and shows that
the objectives, as well as the strategies for implementation,
are different in each case.

Caring for children is on the dependence-autonomy
axis because children’s young age makes the arrangement
a temporary one. Elderly persons (aged 80 or over) and
persons of any age with health- or disability-related
dependence are in the fragility-autonomy quadrant; their
care should focus on providing targeted, technical support
that manages their dependence in the best possible way
and compensates for their current or potential limitations.
The fragilization-autonomy quadrant has to do with the
quality of care and preventive measures; requirements
include changing the physical and social surroundings,
providing services for an ageing society and addressing
the obstacles that persons with disabilities face. Quality
care and prevention are essential for slowing the transition
from fragilization to fragility and for keeping fragility
from being a prelude to dependence. Autonomy should
be seen as a moving goal and, instead of being mistaken
for self-sufficiency, should be cast in the light of respect
within care relationships.

For an estimate of the population with health-related dependence, see
S. Huenchuan, “La proteccion de la salud en el marco de la dindmica
demograficay los derechos”, Poblacion y Desarrollo series, No. 100
(LC/L.3308-P), Santiago, Chile, ECLAC, March 2011.

Diagram 1
SUBJECTS AND OBJECTIVES OF CARE: TENSIONS
BETWEEN COMPONENTS

Autonomy

-Non-fragile
older persons

-Persons aged 80 or over

-Persons with health-related
dependence

Fragilization Fragility

Children

Dependence

Source: Latin American and Caribbean Demographic Centre (CELADE) - Population
Division of ECLAC, 2012.

Looking at care as a policy framework, objective
and focus opens another avenue for defining and
enhancing the social rights agenda, especially in the
area of universal access to certain services with certain
quality standards, because it highlights the need for
regulating care services. Advancing the rights of women,
children, persons with disabilities and older persons
is, therefore, linked to the development of care and the
quality of related services.

The following chapters seek to further both the
assessment of the dimensions of care and the framing of
policies for care. Chapter I11, in describing paid care work
in the countries of Latin America, makes a significant
contribution to understanding the issue because previous
studies tended to focus on unpaid care work. Chapter
IV provides an update on social expenditure patterns in
Latin America and analyses private household spending
on care services. This, too, is a new kind of data, with
limitations inherent to the sources, but they identify
interesting trends among different social groups. Chapter
V uses the most recent censuses and other sources to offer
an overview of the situation of persons with disabilities
in Latin America and the Caribbean; it describes care
arrangements and the care services that persons with
disabilities need. Lastly, chapter VI lays out care policy
challenges as a core component of social protection
systems in the region.
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Paid work in the care sector

In order to understand how care and the care economy are
constructed and valued in modern societies, both unpaid
and paid care work must be brought into the picture. Latin
America has made great strides in its stock of knowledge
of unpaid care.® But paid care work has not received due
attention and, generally speaking, certain aspects of the
labour market have not been examined in depth despite
the fact that (methodological difficulties aside) there

is enough statistical information available for such an
examination.

The following pages seek to fill in these research
gaps, flagging the situation in a key sector of the labour
market where conditions, comparative to the overall
employment picture, reflect the low ranking of care on
the public policy agenda. This has a marked impact on
the quality of care services.

A. The conceptual and methodological debate

At the international level, there is a large corpus of research
on wage employment in the care sector. Research has also
progressed as regards the recognition of unpaid work in
the economy and the reconciliation of productive and
reproductive work.

One of the main challenges that such research
has faced has been what criteria to use to identify paid
workers in the care sector. A review of the literature
reveals the lack of a single definition and the existence
of widely varying approaches for deciding what paid jobs
should be included in the care sector. This study on Latin
America is based on the approach that defines paid care
work as the provision of a service for dependent persons
(children, the sick, older persons, persons with disabilities),

B. Paid care work

Wage employment in the care sector accounts for 6.7% of
total employment across the region. But this average masks
some differences. In Uruguay, Brazil and Chile, paid care
work accounts for more than 8% of all employment (9.2%,
8.5% and 8.3%, respectively, in 2010). At the other extreme,
in 6 of the 14 countries examined (Ecuador, El Salvador,

including relational and non-relational reproductive
work. By applying these criteria to household surveys
in Latin America, care workers were identified as those
in the health, education, social services and household
services sectors in the following occupations: teachers
and teaching assistants at the preschool education level;
special education teachers; child carers; professional
and registered nurses and nurses’ aides (both home- and
institution-based); other care and personal service workers;
companions; and domestic workers. This classification
of care workers does not include teachers at the primary,
secondary or higher education level, physicians or other
health professionals because the services they provide
do not fit the definition of care.’

Honduras, Mexico, Nicaragua and Peru), the figure is below
5% of all employed persons. A large share of paid care work
is domestic work. On average, 5% of the people employed
in the care sector are providing domestic services; 1.7%
are in other care-related occupations (see figure 10). This
breakdown is a major factor in defining this set of workers.

8 See ECLAC, Social Panorama of Latin America, 2009 (LC/G.2423-P),
Santiago, Chile. United Nations publication, Sales No. E.09.11.G.135.

9 Regarding the definition of care, see the introduction to part II of

this edition of Social Panorama of Latin America.
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Figure 10
LATIN AMERICA (14 COUNTRIES): EMPLOYED PERSONS
WORKING IN THE CARE SECTOR, BY SUBSECTOR,
AROUND 20102
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from household surveys conducted in the
respective countries.

2 Does not include data for Argentina, the Bolivarian Republic of Venezuela, Colombia or
Guatemala. Data for Nicaragua are from 2005, for the Plurinational State of Bolivia, from
2007; for Brazil and Chile, from 2009. Data for Ecuador and Uruguay are for urban areas.

b Weighted average.

The proportion of employed persons in the care
sector held fairly steady between 2000 and 2010. In 2000
they accounted for 6.2% of total employment, so any
change over the decade was negligible. Nor have there
been major shifts in the breakdown between domestic
workers and other providers of care.

Workers in care-related fields form a very heterogeneous
set comprising vastly differing subgroups. For one, in
Latin America three fourths (74.5%) of all care workers
are domestic workers; the remaining one fourth (25.5%)
work in other areas (see figure 11). Another view groups
employed persons into education services, health services
and household or other community services. Almost 8 of
every 10 (79.8%) workers in the care sector are in this last
category. Of the remaining 20%, 11.5% work in health
services and 8.7% work in education services (see figure
12). In both of these breakdowns, the distribution has
remained fairly unchanged over the past decade.

In Latin America, work in the care sector is highly
feminized, showing how the gender bias that determines
the distribution of unpaid care work transcends the
household to naturalize the overrepresentation of women
in these occupations. Nearly 71% of all care workers are
women in household domestic work; 23% are women
in other care-related occupations (fairly evenly split
between education services and health services). The
remaining 6% are men in domestic work (3.7%) and in
other care-related occupations (see figures 13 and 14).

920
80
70
60
50
40
30

20

Soul

Figure 11
LATIN AMERICA (14 COUNTRIES): DISTRIBUTION OF CARE
SECTOR WORKERS BETWEEN DOMESTIC WORK
AND OTHER ACTIVITIES, AROUND 20102
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LATIN AMERICA (14 COUNTRIES): DISTRIBUTION
OF CARE SECTOR WORKERS BY SUBSECTOR,
AROUND 20102
(Percentages)
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Figure 13
LATIN AMERICA (14 COUNTRIES): DISTRIBUTION OF CARE
SECTOR WORKERS BETWEEN DOMESTIC WORK AND
OTHER ACTIVITIES, BY SEX, AROUND 20102
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from household surveys conducted in the
respective countries.

Does not include data for Argentina, the Bolivarian Republic of Venezuela, Colombia

or Guatemala. The data for Nicaragua are from 2005; for the Plurinational State of
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Figure 14
LATIN AMERICA (14 COUNTRIES): DISTRIBUTION OF CARE
SECTOR WORKERS, BY SEX AND SUBSECTOR,
AROUND 20102
(Percentages)
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C. Labour conditions

Care workers are grouped in a wide variety of occupational
categories. The vast majority of men and women in
domestic work are private-sector wage workers, while a
large proportion (nearly half) of other care workers are in
the public sector. The proportion of care sector workers
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As this configuration shows, the care sector as a
whole is a major source of jobs for women and a virtually
non-existent source of employment for men. Of all
employed women in the region, 15.3% work in the care
sector and a large percentage (11.6%) are in domestic
work. For men, the share is less than 1%.

There are other ways to describe the unique profile of
care workers as a group, as well as the differences between
domestic work and other care work. Young persons (aged
15 to 24) and older persons account for a smaller share
of all care workers than of other groups of employed
persons. On average, they tend to have a lower education
level than workers outside the care sector, although there
are sharp differences within the care sector: women in
domestic work have considerably less schooling than
women working in education and health care.

Among care workers, the proportion of heads of
household is smaller than among other employed persons.
Nevertheless, it has been increasing (from 22.5% in 2000
to 32.8% in 2010) while the share of heads of household
employed in other sectors has fallen slightly (from 49.3%
in 2000 to 47.6% in 2010). The same trend (albeit with
small differences) holds when looking only at employed
female heads of household. They account for a larger
percentage of female workers in the care sector than of
employed women in other sectors. Slightly less than one
third (31.7%) of female domestic workers are heads of
household, versus 27.9% of female workers in other care
sectors. The percentage of female heads of household
who work in the care sector (especially in domestic work)
has risen much more than their share in other sectors. In
short, the percentage of workers in the care sector who
have family responsibilities is notable, and it is growing.

Care workers live in households whose per capita
income is, on average, lower than that of other employed
persons. It is unsurprising, therefore, that the poverty
rate among care sector workers is higher than for other
employed persons (24.1% versus 20.2% in 2010). But here,
too, there are sharp differences among those employed in
care-related fields. The poverty rate for domestic workers
is 29.1% (2010); for other care sector workers it is just
9.6%. The figures for indigence rates are similar.

who lack social protection (that is, who are not covered by
social security) is somewhat higher than for other workers
(63.2% versus 56.9% in 2010). The main reason is the high
percentage of uncovered domestic workers; only 23.7%
contributed to social security schemes in 2010. Coverage
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levels are markedly higher among education and health
workers; the fact that so many work in the public sector is
once again a contributing factor (see figure 15).

Social security coverage has increased over the past
decade, both for employed persons in the care sector and
for other employed persons. But most of the improvement
among care workers has been among education and health
workers; the trend among domestic workers is in the same
direction but not as marked.

Three other factors affect labour conditions for care
workers. First, workers in the care sector work fewer hours
aweek than other employed persons (36.6 hours versus 42.3
hours in 2010). This pattern is driven mainly by the hours
of domestic workers and, especially, education workers,
because the number of hours for health sector workers
is similar to that for other occupations. Second, multiple
job-holding is less common among care workers as a
whole than in other occupations, a pattern driven again by
domestic workers. Last, there tends to be a wage penalty
for domestic work; for education workers the pattern is
not clear. There is a wage premium for health workers
compared with peers in other sectors, probably because
a high proportion of them work in the public sector.

Figure 15
LATIN AMERICA (14 COUNTRIES): WORKERS NOT REGISTERED
WITH SOCIAL SECURITY SYSTEMS, AROUND 2000 AND 20102
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from household surveys conducted in the
respective countries.

2 Weighted average. Does not include data for Argentina, the Bolivarian Republic of
Venezuela, Colombia or Guatemala. The data for Nicaragua for 2002 are from 1998;
for Brazil, Costa Rica, Ecuador, El Salvador, Panama, Peru and the Plurinational State
of Bolivia from 1999; for the Dominican Republic, Honduras and Uruguay, from 2002.
The data for Nicaragua for 2010 are from 2005; for the Plurinational State of Bolivia,
from 2007; for Brazil and Chile, from 2009. The data for Ecuador and Uruguay are for
urban areas.

D. Domestic employment: vulnerabilities

and discrimination

A specific population profile, basic asset deficits and more
precarious labour conditions are all part of the domestic
employment picture. The evidence set out herein confirms
the findings of other research: domestic employment is
more highly feminized than other care-related occupations;
domestic workers tend to have a lower education level; a
higher percentage of them live in poverty or indigence;
and the share of indigenous persons is higher than among
other workers in the care sector. Domestic employment
is the category with the highest concentration of female
heads of household and women in households with children
and adolescents. There is a strong correlation between
domestic employment and single-parent households
headed by women, reflecting a core inequality grounded
in a disadvantaged position, a high degree of dependence
on income from long workdays and the challenges posed
by reconciling paid and unpaid work.

The sharp socioeconomic differences between
domestic workers and other care workers reflects the
region’s dual models of labour protection and regulation.
In this two-tier system, domestic employment is beset
by underregulation, low wages, minimal access to social

protection, discrimination and extremely precarious
labour conditions.

This equation is made even more complicated by the
fact that in many countries in the region and throughout
the world, migrant women are concentrated in occupations
such as domestic work and care activities. As for internal
migration, 2010 census round data for some countries
suggest that internal migrants no longer account for such
a significant share and the trend is towards convergence
with the non-migrant population. The association between
international migrants and domestic employment is much
stronger and more persistent.

In the countries of Latin America, the flow of migrant
women tends to be for employment reasons; migrant women
increasingly report that their decision to migrate was based
on economic factors. A large portion of them engage in
domestic work in their destination country, where they
fined real opportunities for economic integration. There is a
high degree of labour segregation by gender and by country
of origin, however. Increasingly, migrants from the same
country perform the same kind of work in their destination
countries; for women, domestic employment is one of the
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preponderant occupations. Another clear tendency is that
in the main destination countries, most female migrant
household workers are mothers. This is relevant, first
because it means that they are supporting their children

Chapter IV
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financially and, second, because it is a palpable indication
that women’s freedom to take the decision to migrate alone
—i.e. leaving their children behind in their home
country— is highly relative.

Recent trends in social spending and private spending
on care in Latin America and the Caribbean

Before the mid-2000s, public social spending tended
to be highly procyclical. During the second half of the
decade a number of countries launched systematic efforts
to enhance social programmes, especially those aimed at
fighting poverty. This was a first turning point in social
spending patterns. However, the pick-up in social spending
(to a certain degree, in counterpoint to economic trends)
has been primarily due to policies that were implemented
over time to deal with external shocks: (i) rising food
and fuel prices in 2008 and spiralling export commodity
prices starting in 2003; (ii) the global financial crisis, the
worst of which ran from late 2008 to the end of 2009; and
(iii) more recently, international uncertainty and slower
economic growth worldwide.

Each of these three developments shaped fiscal
and social policy to some degree or other. Along with
enhanced major social programmes (to fight poverty and
boost social protection, primarily through the solidary
or non-contributory pillar) came measures to redirect
spending (and taxes) to avoid the regressive impacts of
rising commodity prices, primarily in 2007 and 2008.
After the outbreak of the financial crisis, governments
took steps to stabilize domestic demand by ramping
up public non-social spending (chiefly by investing in
infrastructure) and, above all, social spending.

The fiscal priority of social spending as a share of
total public spending had already been growing since the
early 1990s, going from 45.7% in 1991-1992 to0 59.3% in
2001-2002 and 62.6% in 2009-2010. But some fluctuations
and the higher fiscal priority accorded to social spending
were triggered more by a drop in non-social public spending
and thus by the falling share of total public spending,
particularly between 1999 and 2004.

Starting in 2010, some countries launched fiscal
reforms on both the income and spending sides in order
to consolidate public finances, as some five years (2003-
2008) of primary surpluses and falling public debt were

followed by public account deficits triggered by higher
public spending. Although the figures for 2010 show
a countercyclical expansion of spending, the greatest
growth was in public social spending while in some cases
non-social public spending actually fell.

Figure 16
LATIN AMERICA AND THE CARIBBEAN (21 COUNTRIES): PUBLIC
SOCIAL SPENDING AS A SHARE OF TOTAL SPENDING,
1991-1992 TO 2009-20102
(Percentages of GDP and of total public spending)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), social
expenditure database.
2 Weighted average for the countries.

Partial data for 2011 point to a shrinking share for social
expenditure (lower economic priority as a percentage of
GDP: 0.8 percentage points less than in 2010 as a simple
average for eight countries) but not necessarily a drop, in
absolute terms, of resources allocated to the social sectors.

Although there are clear overall trends, the region’s
countries differ a great deal in terms of the amount of
resources they can effectively channel towards social sectors
and in terms of the macroeconomic effort represented by
the public social budget.
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A.

Except during certain periods, all the countries have
made an effort to increase the share of total spending
allocated to public social spending (fiscal priority of
social expenditure) as a macroeconomic priority, often
by boosting social spending as a percentage of GDP.
By the end of the period reviewed, the macroeconomic
priority of social spending had risen significantly virtually

Economic Commission for Latin America and the Caribbean (ECLAC)

Social spending in the countries

across the board in the region. In 2009-2010 only in the
Dominican Republic, Ecuador, Guatemala, Peru, and
Trinidad and Tobago was social spending below 10% of
GDP. A number of countries had been allocating more
than 15% of GDP to social spending since the early 1990s;
Chile, Costa Rica and the Plurinational State of Bolivia
are now part of this group (see figure 17).

Figure 17
LATIN AMERICA AND THE CARIBBEAN (21 COUNTRIES): PUBLIC SOCIAL SPENDING, 1991-1992 TO 2009-20102
(Percentages of GDP)
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Despite persistent differences in the macroeconomic

priority of social spending, a few countries have made
a proportionally larger effort to increase the percentage
allocated to such spending. As a ratio of GDP, El Salvador
increased the macroeconomic priority of public social
spending by more than 300% (from 2.9% of GDP to 13%
of GDP). Colombia, the Dominican Republic, Ecuador,
Guatemala, Nicaragua and Paraguay more than doubled
their macroeconomic effort between 1991-1992 and 2009-
2010. Brazil, Costa Rica, Honduras, Jamaica, Mexico,
Peru and the Plurinational State of Bolivia increased the
macroeconomic priority of social spending by 50% or
more. By contrast, the increase in Chile, Panama and
Trinidad and Tobago over the past 20 years was minimal.

1. Social spending becomes less procyclical

The measures implemented to deal with the rising
price of food and other commodities and then to mitigate
the impacts of the international financial crisis have

led to a certain decoupling of fluctuations in social
spending from the economic cycle in the past few
years. This would explain much of the increase in social
spending over the past two years, equal to 2 percentage
points of GDP. Most of the increase (50%) has been in
social security and assistance, partly because of social
security commitments whose behaviour tends to be
inertial and somewhat independent from the economic
cycle, and partly because some countries have enhanced
the non-contributory components of social security
(solidarity-based pensions). Moreover, social welfare
programmes targeting the individuals and households
most at risk during the economic downturn have been
created or expanded.

The data from a few countries prove the point. Between
2007 and 2009, social spending jumped by 33.6% (nearly
10% in 2008 and more than 21% in 2009) in Argentina; 15%
in Brazil (federal government); 80% in Chile; almost 35%
in Colombia; 66% in Costa Rica; nearly 50% in Mexico
(federal government, concentrated in 2008 because there
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was a slight decline in 2009) and more than 28% in Paraguay
(increase in 2009 after a more than 10% drop in 2008).
Partial data for 2011 suggest that social spending
is contracting without necessarily translating into fewer
resources, in absolute terms, allocated to the social sectors.

Figure 18
LATIN AMERICA AND THE CARIBBEAN (21 COUNTRIES):
OVERALL TREND OF PUBLIC SOCIAL
SPENDING AND GDP, 1990-2010
(Annual percentage variation)

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012

weee GDP

Public social spending

Source: Economic Commission for Latin America and the Caribbean (ECLAC), social
expenditure database.
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Among the contributing factors could be continued
uncertainty flowing from the developed economies beyond
the 2008-2009 financial crisis, along with persistent
balance-of-payments current account deficits that could
affect fiscal revenue and drive the fiscal deficit up.

Figure 19
LATIN AMERICA AND THE CARIBBEAN (5 COUNTRIES):
TRACKING SOCIAL ASSISTANCE, 2007-2011
(2007 index=100)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), social
expenditure database.

B. Household spending on care: socioeconomic

and demographic profile

Historically, gender asymmetries have meant that most
universal care needs are met within the family, with
the burden falling to women. This usually goes hand in
hand with weak public care policies and programmes
that provide scanty coverage and are fragmented and
underfunded. The right to provide and receive care still
depends mainly on the time and effort that women in the
household can devote to it, on intergenerational solidarity
within families, and on individual ability to pay for care
services. It also limits women’s options for entering the
labour market (see figure 20).

Income and expenditure surveys in a number of
countries show that household care needs can translate
into spending on hired care, be it direct or indirect care or
a combination of the two. The vast majority of households
do not have the capacity to pay for such services. For
households that do report care spending, the actual market
demand expressed in monetary terms depends on total
household income and on the range of needs they need,
want and are able to meet.

Figure 20
LATIN AMERICA (14 COUNTRIES): INACTIVE WORKERS WHO
CITE CARE WORK AND HOUSEHOLD WORK
AS A REASON, BY SEX
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the

basis of special tabulations of data from household surveys conducted in the
respective countries.
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1. The structure of care spending

Depending on data availability, expenditures were
grouped by types of domestic work that provide care for
the family as a whole or for family members of different
age ranges. Spending on health care inside and outside
the household was grouped together, showing that most
of this spending goes on older persons in the household,
the sick and persons with disabilities. Lastly, spending
on childhood education, from birth to preschool, was
grouped together.!?

The surveys examined show that the cost of domestic
services and nursing services varies widely because they are
provided at home either continuously or discontinuously.
Survey data do not allow for estimating cost on the basis
of the number of hours or days of care paid for.

Domestic work involves a private expense for a
private service. Conversely, spending on health care
may be covered in part by some kind of public or private
insurance. Spending on child care may reflect payments
for private education services with or without public
subsidies, co-payments for public education services,
and other types of payments.

2. Overview of household spending on care in
Latin America

In the countries reviewed, only a minority of families
(15% on average) are in a position to externalize these
responsibilities by paying for services. Unsurprisingly
lower-income households are less likely to incur such
expenditures. As for distribution by extreme quintiles, on
average just 7.6% of the first quintile of households (the
poorest) spend on care, compared with 32% of the wealthiest
quintile. The difference between the most and least wealthy
households is largest in Chile, Costa Rica and Uruguay.
Two-parent families in which both spouses are employed
are more likely to spend on care, as are households with
children under five years of age. Nevertheless, a very high
percentage of the latter spend nothing on care; this highlights
the crucial role of unpaid care work performed by women.

3. Inequality and irreducibility of care

For the region as a whole, absolute spending on care
services rises sharply as disposable income increases (see
figure 21). For the 14 countries, the wealthiest families
spend an average of four times more than the lowest-income
families. In Chile, El Salvador, Mexico, Panama and the
Plurinational State of Bolivia, the differences in spending

10" On the underlying conceptualization of care, see the introduction

to part II of this edition of Social Panorama of Latin America.

between quintiles V and I are far larger: a simple average
of 17 times more for this subset. The greatest inequality
is seen in Chile. At the other end of the distribution,
the countries with the least inequality between extreme
quintiles are the Dominican Republic, Peru and Uruguay.
In this subset, the wealthiest quintile spends 50% more
than the poorest.

Nevertheless, as figure 21 shows, the share of
total household income devoted to care does not vary
significantly by income quintile.

Figure 21
LATIN AMERICA (14 COUNTRIES): SPENDING ON CARE
BY PER CAPITA HOUSEHOLD INCOME
QUINTILE, AROUND 20052
(Percentages of total household spending

and 2005 PPP dollars)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from household surveys conducted in the
respective countries.

2 Only includes households that spent on care.

Male-headed households (most of which are two-parent
households) spend, on average, 16% more on care than
female-headed households. But in households headed by
women, spending on care accounts for a higher share of
total spending than in households headed by men.

A comparison of the different capacity of poor and
non-poor households to spend on care reveals the following
points to bear in mind: unequal access in terms of the
amount of care that can be bought; the monetary variable
as a barrier to access to services; and the unequal quality of
care that can be bought. Not only does spending capacity
affect the quality of care; it also impacts the employment
conditions of those who provide direct or indirect paid
care services (see chapter III).

4. Paid and unpaid care in households with small
children and older persons: a picture of contrasts

In 11 of the 14 countries examined, households
with children spend even less on care than those without
children. This shows that the needs of those children
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are, to a large extent, met with unpaid care provided by
the mother, other relatives or female neighbours. When
the woman works outside the home, spending on paid
care tends to be higher. Households with older adults
tend to spend more on care, both in absolute terms and
as a percentage of total spending (see figure 22). The
reason for this difference is probably that there is less
intergenerational and intra-family support available for
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caring for older persons, because the care involved is far
more complicated or because, within the family, the older
adult in question is transitioning from being a provider of
intergenerational solidarity (which is implicit in unpaid
child care) to being a subject of care. On top of that, older
women must often take on the role of main care provider
for their spouses— a task that can be hard enough to even
hasten their own vulnerability.

Figure 22
LATIN AMERICA (14 COUNTRIES): SPENDING ON CARE AS A SHARE OF TOTAL HOUSEHOLD SPENDING AND AS
A MONTHLY AVERAGE, BY PRESENCE OF ADULTS AGED 75 OR OVER, AROUND 2005 ?
(Percentages and 2005 PPP dollars)
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2 Includes households which report expenditure on care.

Chapter V

Care of persons with disabilities in Latin America
and the Caribbean: a comprehensive approach

A. Introduction

Since the Convention on the Rights of Persons with
Disabilities was adopted in 2006, discussions on
disability-related matters have taken firm root in social and
political agendas the world over. Although the Convention
affirms the right of all persons with disabilities to live
in the community on an equal basis with the rest of the
population, ensuring that this right can be realized in
practice requires setting up a proper network of home
care, staff and other support services and technical aids.

This chapter presents the results of a comprehensive
review of the information available on the situation
of persons with disabilities in Latin America and the
Caribbean. It is important to bear in mind, however, that
the data available are not entirely comparable between
countries, because the questions contained in the various
measurement instruments —which can be censuses,
household surveys or specialized surveys— refer to
very different degrees of disability. The chapter also
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offers a regional overview of the needs arising from the
growth of this group of the population, bearing in mind
that anyone can come to belong to this group —or to
be linked to it through the care of another person— at
any point during the life cycle. The complex needs and
ethical implications of caregiving are analysed as a
contribution to a rights-based approach to social policy

formulation, taking into account that the care received
by persons with disabilities may be instrumental to their
achieving a more independent life and taking control of
decisions encompassing the full range of their needs.
Care for persons with disabilities can be the mechanism
for ensuring the exercise of their rights and participation
in society.

B. Care for independent living: the conceptual approach

The approach taken to the concept of care for persons with
disabilities has evolved along with the concept of disability
itself, from the biomedical model in which medical and
rehabilitative assistance is required to help the person
adapt to the new situation, to the biosocial model in which
disability is seen as a social and personal matter which
requires support for social integration through individual
treatments and action upon the physical, social and family
environment. In this approach, disability is considered a
product of a complex interaction between altered health
and environmental factors. These changes of approach are
reflected in the International Classification of Functioning,
Disability and Health adopted by the World Health
Organization (WHO) in 2001. This is the classification
on which current measurement efforts are based.

Accordingly, functionality is defined as the ability
to perform activities to meet everyday, instrumental and
functional needs, and whose loss implies the risk of disability
and dependence. The concept of autonomy refers to the
ability to perform activities related to daily life, i.e. live in the
community with little or no help from others —albeit with
assistive technologies— and independence is understood
as the ability to take decisions and be responsible for
their consequences according to personal preferences
and environmental requirements, even if someone else’s
help and support are needed to achieve this. These two
conditions are part of the quality of care and are enshrined
in the Convention on the Rights of Persons with Disabilities
(article 19) and are widely promoted by organizations that
uphold the rights of persons with disabilities.

C. Scale of disability in Latin America and the Caribbean

The scale of disability in Latin America and the Caribbean
can be gauged from information available from the census
rounds of 2000 and 2010 and from specialized surveys.
However, the measurement criteria used —principally as
regards the type and severity of limitations and impairments
recorded— vary so widely that the figures are not really
comparable enough to draw an accurate map of disability
in the region.

For example, in countries which have already conducted
the 2010 census round, the prevalence of disability ranges
from 5.1% in Mexico to 23.9% in Brazil (see figure 23),
and in the Caribbean the figures range from 2.9% in the
Bahamas to 6.9% in Aruba. Given this disparity, greater
efforts are needed to standardize measurement criteria in
the interests of building comparable regional information.

Be this as it may, around 12.0% of the population of Latin
America and the Caribbean —around 66 million people— may
be estimated to live with at least one type of disability. What
is more, this figure is expected to rise owing to population

ageing and lifestyle changes.!! This rising figure will exert
mounting care-related pressure on households, on the networks
available and on the limited resources and services provided
by the State for care for persons with disabilities.'?

The rate at which the over-60 population, and especially the over-
80 population, is increasing relative to the rest of the population in
Latin America poses enormous challenges for care services, their
financing and the way society views them, since the percentage
of older persons with disabilities will increase markedly owing to
the ageing effect.

This study used the census rounds from 2010 that included questions
on disability (Brazil, Costa Rica, Ecuador, Mexico, Panama and
Uruguay in Latin America; and Aruba, the Bahamas, Bermuda, the
Cayman Islands and Montserrat in the Caribbean). For countries in
the region which have yet to conduct or process that census, censuses
from the 2000 round were used (Colombia, the Dominican Republic,
El Salvador, Haiti, Honduras and Paraguay in Latin America; and
Antigua and Barbuda, Barbados, Belize, Grenada, Guyana, Jamaica,
Saint Lucia, Saint Vincent and the Grenadines, and Trinidad and
Tobago in the Caribbean), as well as information from household
surveys and specialized surveys (Argentina, Bolivarian Republic
of Venezuela, Chile, Cuba, Guatemala, Nicaragua and Peru).
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Figure 23
LATIN AMERICA AND THE CARIBBEAN (33 COUNTRIES):
PREVALENCE OF DISABILITY IN
THE TOTAL POPULATION
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on
the basis of: Argentina: National survey of persons with disabilities (ENDI)
2002/2003; Bolivarian Republic of Venezuela: Population and housing census
2001; Brazil: Population census, 2010; Chile: National study of disability in Chile
(ENDISC), 2004; Colombia: General census, 2005; Costa Rica: Population
and housing census, 2011; Cuba: Psychopedagogical, social, clinic-genetic
study of persons with disabilities, 2003; Dominican Republic: Eighth national
population and housing census, 2002; Ecuador: Population and housing census,
2010; El Salvador: Fourth population census and Fifth housing census, 2007;
Guatemala: National disability survey (ENDIS) 2005; Haiti: General population
and housing census, 2003; Honduras: Eleventh national population census and
Sixth housing census, 2002; Mexico: Population and housing census 2010,
based on the long questionnaire sample; Nicaragua: National survey of persons
with disabilities (ENDIS), 2003; Panama: Population census, 2010; Paraguay:
National population and housing census, 2002; Peru: Continuous national
census (ENCO) 2006; Uruguay: Population and housing census, 2011; and
for the Caribbean, population and housing censuses of Antigua and Barbuda,
2001; Aruba, 2010; Bahamas, 2010; Barbados, 2000; Belize, 2000; Bermuda,
2010; Cayman Islands, 2010; Grenada, 2001; Guyana, 2002; Jamaica, 2001;
Montserrat, 2011; Saint Lucia, 2001; Saint Vincent and the Grenadines, 2001;
and Trinidad and Tobago, 2000.

In over half the countries, disabilities are more prevalent
among women than among men (see figure 24), especially
in the population aged 60 and over. This may be because
women’s higher life expectancy increases their chances of
acquiring a disability as a result of an accident or chronic
illness. Whatever the reason, during this stage of life women
are more economically vulnerable, which further increases
the risk of any health impairment becoming a disability for
those who cannot afford the support services and technical
aids needed to lessen the impact of age-related limitations.

Not only women, but also those population groups
which are most economically and socially vulnerable,
exhibit higher rates of disability: older adults, rural-dwellers,
indigenous peoples and Afro-descendants, and those with
lower incomes. These groups show a higher incidence
of disability (or a greater degree of disability) owing to
lack of timely care and lack of resources or access to
suitable services.
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Figure 24
LATIN AMERICA AND THE CARIBBEAN (31 COUNTRIES):
PREVALENCE OF DISABILITY BY SEX
(Number per thousand)

2000 census round data ]
Colombia (2005
El Sa\vador 007

Haiti

Honduras (2002

Paraguay (2002

Dominican Rep. (2002
Venezuela (Bol. Rep. of) (2001

Antigua and Barbuda (2001

Barbados (2000

Belize (2000,

Grenada (2001

Guyana (2002

Jamaica (2001

Saint Lucia 001

Saint Vincent and the Grenadines
Trinidad and Tobago AOOO

2010 census round data
razil (2010,

Costa Rica (2011
Ecuador (2010,

Mexico (2010,

Panama (2010,
Uruguay (2011

Aruba (2010
Bahamas (2010,

I'|'|'

Bermudas (2010,
Cayman Islands (2010
Montserrat (2011

Specialized surveys
Argentina (2002/2003%
hile

\m'| |‘|| uumuu

2004) |
Guatemala (2005,
Peru (2006,

i I

@
=)

100 150 200 250 300
Prevalence

Males B Females

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of: Argentina:Argentina: National survey of persons with disabilities (ENDI)
2002/2008; Bolivarian Republic of Venezuela: Population and housing census
2001; Brazil: Population census, 2010; Chile: National study of disability in Chile
(ENDISC), 2004; Colombia: General census, 2005; Costa Rica: Population
and housing census, 2011; Cuba: Psychopedagogical, social, clinic-genetic
study of persons with disabilities, 2003; Dominican Republic: Eighth national
population and housing census, 2002; Ecuador: Population and housing census,
2010; El Salvador: Fourth population census and Fifth housing census, 2007;
Guatemala: National disability survey (ENDIS) 2005; Haiti: General population
and housing census, 2003; Honduras: Eleventh national population census and
Sixth housing census, 2002; Mexico: Population and housing census 2010,
based on the long questionnaire sample; Nicaragua: National survey of persons
with disabilities (ENDIS), 2003; Panama: Population census, 2010; Paraguay:
National population and housing census, 2002; Peru: Continuous national
census (ENCO) 2006; Uruguay: Population and housing census, 2011; and
for the Caribbean, population and housing censuses of Antigua and Barbuda,
2001; Aruba, 2010; Bahamas, 2010; Barbados, 2000; Belize, 2000; Bermuda,
2010; Cayman Islands, 2010; Grenada, 2001; Guyana, 2002; Jamaica, 2001;
Montserrat, 2011; Saint Lucia, 2001; Saint Vincent and the Grenadines, 2001;
and Trinidad and Tobago, 2000.

Persons with disabilities are overrepresented among
society’s poorest. In Latin America, recent household surveys
in three countries —Chile, Costa Rica and Mexico— show
a higher prevalence of disability at in the lower income
quintiles as people grow older. The disparity —already
evident after the age of 40— is glaring from the age of
60 onwards. Figure 25 shows how the disability gap
between income quintiles widens as the population ages,
suggesting that the impact of contextual factors increases
over the life cycle, and that economic and social resources
are instrumental in the degree of autonomy people may
expect to have in old age. This makes is all the more
important to craft policies to counter these income-driven
differences in life trajectories.

In combination, these households’ lack of resources,
the cost of technical aids and care services and the obstacles
to income generation faced by persons with disabilities
and their caregivers multiply the impact of disability on
quality of life for all concerned, leading to impoverishment.
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Figure 25
LATIN AMERICA (3 COUNTRIES): PERSONS WITH DISABILITIES BY INCOME QUINTILE AND AGE GROUP, AROUND 2010
(Number per thousand)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of: Chile: National Socio-economic Survey (CASEN), 2009; Costa Rica: National Household
Survey (ENAHO), 2010; Mexico: National Household Income and Expenditure Survey (ENIGH), 2010.

D. Quality of life with different types

and levels of disability

For persons with disabilities, quality of life also has
much to do with the type and level of disability. Both
the difficulties inherent to a particular impairment —be
it sensory, mental or physical— and the different types of
response from the environment in terms of capacity for
self-care, adaptation of the physical context, participation in
society, range of education and employment opportunities
and respect for the right to self-determination. Census
data for 18 countries of the region show that vision and
mobility impairments were the most common in Latin
America and the Caribbean overall. These were followed
by hearing and speech disabilities in Latin America
and by mental or intellectual impairments and reduced
manual dexterity in the Caribbean. Vision and motor
disabilities have the least impact on access to education
and employment; persons with cognitive and mental
disabilities and those with limited capacity for self-care
face the greatest difficulties in terms of integration into
economic and social activity.

Difficulties in meeting the care needs of persons
living with disabilities depend on their degree of functional
autonomy and independence, which have to do with
the nature of their disabilities, be they visual, auditory,
cognitive, communicational or related to mobility, self-
care or mental function. Type of disability also heavily
influences people’s opportunities for participation in

society. For example, school attendance data on persons
with disabilities aged between 13 and 18 years in 17
Latin American and Caribbean countries shows huge
disparities in access to schooling by type of disability. The
percentage attending school range from a low of 17% for
persons with mental disabilities in El Salvador to 100%
for persons with auditory disabilities in Bermuda and
those with speech impairments in the Cayman Islands.
Educational achievement, in turn, is least impacted by
visual and auditory disabilities and difficulties with walking
and mobility. Difficulties in speaking, learning, relating
to others (mental disability) and capacity for self-care
present the greatest obstacles to school completion.

The economic activities of persons with disabilities
also vary by type of disability. In 14 countries, persons
with visual limitations were found to be the most integrated
into the labour force, with a higher participation rate than
that for all persons with disabilities in all the countries,
except for Barbados and Saint Lucia. Persons with
auditory, speech and motor disabilities also had greater
employment opportunities than those with cognitive and
mental disabilities, reduced manual dexterity or difficulties
with self-care. In all cases, a much lower percentage
of persons aged 15 and over with one or more types of
disability are economically active than those who have
no disability.
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THE CARIBBEAN: EMPLOYMENT RATES AMONG WORKING-AGE PERSONS WITH
AND WITHOUT DISABILITIES, BY SEX, AROUND 20002
(Percentages of all working-age persons)

Persons with disabilities
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Table 2
Persons without disabilities
Country Employment rate Employment rate
Male: female ratio Male: female ratio
Male Female Male Female
Antigua and Barbuda 63.6 64.5 0.99 771 67.1 1.15
Barbados 36.3 30.4 1.19 80.7 67.4 1.20
Belize 62.8 28.0 2.24 76.0 33.0 2.31
Grenada 38.9 24.0 1.62 68.3 47.8 1.43
Netherland Antilles 41.6 32.7 1.27 67.7 54.0 1.25
Saint Lucia 40.9 329 1.25 68.4 5i1.5 1.33
Saint Vincent and the Grenadines 33.0 23.7 1.39 62.8 416 1.51
Trinidad and Tobago 34.7 2141 1.64 72.3 416 1.74
Total 40.8 27.2 1.50 72.5 46.7 1.55

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of responses to the questionnaire on data availability in the Caribbean.

2 Employment rates shown in this table differ from those in table V.3, because of the varying definitions used for employment. In table V.4, “employed” persons refers to those aged
15-64 years who work for pay in a job or business (consistently with the definition used by the International Labour organization and the Organization for Economic Cooperation and
Development), whereas, in the interests of comparability with the information from Latin American countries, the data in table V.3 refer to all those aged over 15 years who have either

worked or had a job or did not work.

E. Care for persons with disabilities

According to the World Report on Disability, published
in 2011, many persons with disabilities require assistance
and support in order to achieve a good quality of life and
to participate in economic and social aspects of life on an
equal basis with others. The provision of care may include:

(i) home care services to provide support with
domestic tasks;

(i) primary health care in the home to meet self-care
and basic medical needs;

(iii) provision of disability equipment, technical
aids, home adaptation or skills training for
self-care;

(iv) day care in open rehabilitation centres;

(v) care within assisted living facilities;

(vi) care within a specialized institutional environment.
Although a significant percentage of persons with

disabilities in the region live alone, the great majority

receive care and support from immediate family members
through varied shared living arrangements. This situation
impacts heavily, both emotionally and financially, on family
well-being, and highlights the shortfall in the supply of
care services provided by the State, the market and civil
society organizations. Nevertheless, the issue is gaining
public and political prominence in the countries of the
region, and this is being reflected in the expansion of
government schemes to offer support to family caregivers,
home care services and support for independent living,

as well as programmes to promote the enjoyment of
economic and social rights through access to inclusive
education, employment and social security coverage for
persons with disabilities.

The sorts of care programmes the governments of
the region are offering include home care services for
persons with disabilities and their families; the provision
of technical aids, orthoses and prostheses, either directly or
by partly or fully funding their purchase; home adaptation
and repair for persons with disabilities; residential centres;
and differing degrees of economic support for care and
rehabilitation services. The governments of a number
of Latin American and Caribbean countries have also
developed programmes of integration and inclusion in
education for children with disabilities. Headway is being
made, as well, with different modalities of employment
and training schemes for persons with disabilities. These
have an impact not only on the income of persons with
disabilities but, insofar as they pay into social security
systems, on their long-term economic autonomy too.

The analysis shows that a minority of countries in
Latin America and the Caribbean offer non-contributory
benefits independently of employment. Most, however,
provide a family benefit, targeted benefits or a guaranteed
minimum pension for a person who has or whose child
has a disability, and who has paid into the social security
system for a certain length of time.
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F. Summing up

The outcomes of this exploration have shown that more
coordination and agreement is needed to standardize
criteria for making thorough diagnoses and to underpin
a more unified regional approach that would, moreover,
accommodate changes over time in a dynamic manner.
In terms of values and policies, the international
community has arrived at a consensus on a rights-
based approach, in whose framework care for persons
with disabilities must be governed by the principle of

Chapter Vi

autonomy as an ethnical value. This is not to disregard
the fact that various disabilities introduce a degree of
dependence in people’s lives. The idea is to seek, within
that reality, a care relationship in which persons with
disabilities have the greatest possible capacity to make
decisions on matters that affect them, plan and lead their
lives with as much freedom and dignity as possible, and
be seen and heard as they are and in their demands for
proper treatment.

State of care policies and challenges in the region

A. The social contract for care

Care needs are being shifted by the new roles being played
by women and men and by rapid sociodemographic
changes: women’s greater labour-market participation,
shifts in family structures, population ageing and
changes in the epidemiological profile. These changes
are also making it increasingly unreasonable and highly
questionable that the unpaid work performed by women
in the household continues to form the backbone of
care provision. The roles of the State, the market and
the family and community in care provision urgently
need to be rebalanced. For this to happen, a new social
covenant must be forged to distribute roles and resources
more fairly between women and men within families and
within society, and to form a new and stronger nexus
between the public and private spheres of work with
positive impacts on production development. The State
must set up national care systems with public institutions
that are capable of integrating care policies and services,
bringing together organizations and public, private and
civil society resources, and ensuring that services are
relevant, comprehensive and of good quality, with an
awareness of the particular traits and needs in each context.

In the framework of social covenants for greater
equality, the care system and the policies that underpin
it are based on the definition of care as a right of
citizenship. The guiding principles of this right are
equality and universal access, where all citizens of a
country have equal access to care and all persons are
rights holders. The goal is, therefore, the progressive
universalization of care as a pillar of social protection,
combining the aim of universal access with affirmative
action and targeted policies for achieving equal rights
to care.

The principle of solidarity refers the way funded
is shared. Solidarity takes the form of taxes and
social security contributions that fund progressive
benefits and transfers. Solidarity also has an
intergenerational component. And the principle of
joint responsibility calls for a new gender contract
based on the understanding that a more equitable
distribution of roles and resources between men
and women (both within families and in society as
a whole) is essential for achieving a fair solution
for the region’s care needs.
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Individual needs and resources change over the life
cycle. Intergenerational solidarity in meeting care needs
allows for mutually beneficial exchanges by making it
possible to share rights, responsibilities and risks. The
family and the State are the best institutions for building
solidarity; associations and the community can foster it.
The exchange of time and money between generations
works best when there is relative demographic equilibrium,
so it should be acknowledged that intergenerational
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solidarity is, to varying degrees, currently under threat
and subject to tensions concomitant with population
ageing and formal and informal provision of care. Care
policies impact the balance of responsibilities among
the family, the community, the State and the market and
should seek to balance the resources allocated to each age
group. Public policy impacts monetary and non-monetary
transfers between generations; this is a complex aspect
of the social contract for care.

B. Current policies and programmes

The region’s largest strides towards greater equality of
care have been taken in the legal, regulatory and even
constitutional spheres. While there have been no substantial
systemic changes, in some countries the consolidation
of national systems and care service networks is making
its way onto the policy agenda. In other countries the
discussion centres on making care one of the pillars of social
protection. In a number of countries (among them, Costa
Rica and Uruguay), service coverage is being expanded
and steps are being taken to organize care systems. Some
are considering legislation to deepen the right to provide
care by linking it to work-life balance policies; this could
also enhance labour rights.

Care services tend to provide poor coverage and, above
all, operate in a weak institutional framework. Because
this dimension has not been a public policy focus in the
past, national programmes that directly or indirectly refer
to care are often part of programmes aimed at reducing
poverty or providing social assistance to poor and vulnerable
people or families. Other programmes touch upon care
issues by providing meals for children or older persons;
many of these have health-care components.

Table 3 offers an overview of national programmes
directly related to care in 14 countries. Available records
show that the vast majority have low budgets and provide
little coverage: in no case does the budget exceed 1% of

GDP, and only a few have budgets of more than US$ 100
million. Most are for children, followed by older persons
and then persons with disabilities. Childhood schemes
target day care centres and kindergartens for poor or
vulnerable children; the most typical benefits (besides
those directly related to care) are combinations of meals,
health and education. Even with broader, larger-budget
programmes, these complementary benefits (except for
specific, more complicated health services) are usually
clustered and provided at care centres.

Some public programmes provide home care services;
at the few offering both kinds, home care is secondary.
Several countries have developed combined public-private
arrangements for home-based assistance for older adults,
the chronically ill and persons with disabilities. The services
are basic and usually include personal hygiene assistance,
housecleaning, cooking, shopping and companionship.
Some encompass primary health care and nursing. The
organization, coverage and approach of these services
vary widely. What little private care is available is, in all
of the countries, so costly that only high-income families
can afford it. Public services tend to have very limited
coverage; they are often pilot programmes that are yet to be
consolidated. In a number of countries the State provides
varying amounts of financial assistance to pay for care
services and rehabilitation for persons with disabilities.

C. Public policies for the advancement of care

On the basis of this review and in order to foster a
consensus as to social responsibility for care, action is
needed in several spheres if steady progress is to be made.
(i) Expand the coverage and supply of care by

developing new services and extending existing

coverage in the three subsectors (public, private
and community-based). The State should play
a growing role in structuring the supply of
care for children, older persons and persons
with disabilities.
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(ii)) Guarantee quality services for all, allocating
sufficient funding for the different types of care and
taking measures to expand coverage and improve
the quality of care by setting standards. In the
process of improving quality, the role of the State
is to regulate and supervise benefits and promote
certified, comprehensive services.

(iii) Tailor the supply of services to the needs of workers
with family responsibilities. This calls for action
to facilitate time management; strategies for
reconciling paid and unpaid work; and time policies
that are not limited to maternity and paternity leave
but also include child-rearing breaks and work
schedules and modalities that allow for workers’
family responsibilities.

(iv) Expand care options for families. This requires
expanding the social infrastructure (drinking
water, sanitation, electricity and public transport)
to lighten the burden of unpaid domestic and care
work in households.

(v) Use the supply of public care services and labour
market regulations to promote quality jobs for
persons working in the sector, with incentives to
employers to create good jobs for men and women
in order to professionalize care. Mechanisms for
accrediting and certifying competencies should be
put in place to protect the rights of the providers
and subjects of care.
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(vi) Focus on the occupational segregation of paid care
work, which contributes to wage gaps and the strong
association of these occupations with poverty and
vulnerability. Occupational segregation by sex is the
most obvious sign of inequality and undervaluation
of caregiving as paid work. There is also a need for
progress in labour regulations for the care sector,
increasing social security contributions for domestic
work and making these jobs a gateway to the social
protection system for female workers (most of whom
are poor) and, ultimately, their children.

(vii) Acknowledge the important contribution made by
women in the form of unpaid care, by means of a
consensus on social protection and policies geared
towards equality and redistribution.

(viii) Increase public budget allocations for care after
identifying and defining the share of public spending
for this sector. Accordingly, assess sectoral budgets
from a care perspective, including accountability
as a policy follow-up mechanism. It is essential to
develop an information system that feeds into care
policies, guides the allocation of resources and
makes it possible to include paid and unpaid care
work in the system of national accounts.

(ix) Work towards mechanisms for safeguarding the
right to care in accordance with international human
rights instruments ratified by each country and the
rights enshrined in national constitutions.

D. Funding care from a social

protection perspective

Funding for care policies should be designed to ensure
that meeting the care needs of dependent persons does not
rely on informal care within the family or on individual
capacity to pay for services. For society as a whole,
both approaches are at the root of striking inequality.

The social and fiscal covenant for care should
include funding from general taxes whose redistributive
impact is clearly determined by fiscal pressure, the tax
structure and the amount and source of resources allocated
for this purpose. But this covenant must also include
insurance within the framework of social protection
systems, of which care should become a pillar. This
is a major shift in the principles of the welfare State,
where guarantees were originally linked exclusively
to wage work while gender and family issues were
considered only to the extent they affected the male
labour supply.

The solidarity of redistributive funding and universal
access to services is at the heart of the covenant for care. It
is grounded in the need to spread the risks and work towards
higher-quality services. The rationale is analogous to the
reasoning behind health insurance: it is important to make
sure that long-term care is guaranteed because fortuitous
events can exacerbate dependence and it is difficult to
predict the degree of dependence that older persons will
have to face, regardless of their socioeconomic status and
any preventive measures or provisions for self-care they
might have made during their life in order to mitigate
dependence. Child care, on the other hand, is a desired
situation, not an unpredictable one, and bound up with
needs inherent to this stage of development. Here, the
risks are associated with access to services whereas, for
undesired events, the risk is two-fold: the event itself and
the ability to deal with it.
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In Latin America and the Caribbean, the social protection
systems for pensions and health are so unequal and have
proven so hard to reform that funding for long-term care
should not be aligned with existing social security schemes.
It should be based on the principle of equal care, with an
architecture built on the principles of solidarity and universal
access, funded out of general taxes and solidarity-based

insurance regimes (both contributory and non-contributory).
A network funded in this manner should ensure that care
services (health and social assistance) interact effectively
with the existing network of social protection providers, with
regulations that prevent market skimming and safeguard
quality by upholding the universality enshrined in the
principle of equal access to care.
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Recent advances in poverty reduction

A. Poverty

The region’s poverty and indigence rates fell yet again in 2011. While poverty rates remain

high in a significant number of countries, the rate for the region as a whole is the lowest to

be attained in the last 20 years.

1. Economic context

GDP growth in Latin America came to 4.3% in 2011
(3.2% in per capita terms). While this was lower than the
4.8% per capita growth rate posted in 2010, it nonetheless
consolidates the region-wide recovery from the 3.0%
downturn seen in 2009. Argentina (7.9%) and Panama
(8.9%) boasted the highest per capita growth rates, followed
by Ecuador (6.3%), Peru (5.7%), Uruguay (5.4%) and
Chile (5.0%). Per capita output rose less than 2% only
in Brazil (1.9%), El Salvador (0.9%), Guatemala (1.4%)
and Honduras (1.6%) (see table I.1).

The region’s employment rate trended upward in
2011, with the average unemployment rate falling from
its 2010 level of 7.3% to 6.7%. The steady downtrend
in this rate seen in every year since 2002 except 2009
has yielded the lowest figures since the mid-1990s, and
almost all of the Latin American countries had rates below
8%. The countries that posted the steepest reductions in

unemployment were Panama (2.3 percentage points),
Ecuador (1.6 percentage points), Chile (1.1 percentage
points) and Colombia (0.9 percentage points). The largest
increases in unemployment were seen in Costa Rica
(0.6 percentage points) and Honduras (0.4 percentage points).

Real wages in the formal sector of the economy climbed
by one percentage point or more in nine countries for which
statistics were available, and the real minimum wage also
increased. Real labour income was boosted by the low
rates of inflation that continued to be seen in most of the
countries, with the 6.2% average for the region being just
0.4 percentage points above the inflation rate for 2010. Even
in the highest-inflation countries, rates were below 8% except
in Argentina and the Bolivarian Republic of Venezuela.
The sharpest upswings were registered in El Salvador and
Peru, whose annual inflation rates were between 2.6 and
3.0 percentage points higher than in 2010.
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Table 1.1
LATIN AMERICA (20 COUNTRIES): SELECTED SOCIOECONOMIC INDICATORS, 2000-2011
(Percentages)

o Per cDa'g\ta Unemployment Ava:zge; geal pﬁgg?:géird - Per cDaSita Unemployment Aviczgi gea\ p(r)iggsiggweird

ountry ountry
Yz agﬁar/a%ie (Simple (Average annual rate Ve aﬁg?%ie (Simple (Average annual rate

of variation) ® average) ® of variation) of variation) average) ® of variation)

Argentina Guatemala

2000-2009 2.4 13.0 45 9.4 2000-2009 0.9 5.0 -0.8 6.8

2010 8.2 7.7 12.9 10.9 2010 0.4 4.8 2.8 5.4

2011 7.9 7.2 20.3 9.5 2011 1.4 0.4 6.2
Bolivia (Plurinational State of) Haiti

2000-2009 1.8 7.9 -0.9 4.9 2000-2009 -0.7 . 16.7

2010 225) BI5] 3.1 7.2 2010 -6.6 6.2

2011 3.6 -0.5 6.9 2011 4.3 8.3
Brazil Honduras

2000-2009 2.1 9.4 -0.9 6.7 2000-2009 23 5.8 7.9

2010 6.6 6.7 2.1 5.9 2010 0.8 6.4 6.5

2011 1.9 6.0 24 6.5 2011 1.6 6.8 5.6
Chile Mexico

2000-2009 2.6 9.0 1.9 3.3 2000-2009 0.7 4.6 2.3 4.9

2010 5.1 8.2 2.3 3.0 2010 4.4 6.4 -0.9 4.4

2011 5.0 71 2.5 4.4 2011 2.8 6.0 0.9 3.8
Colombia Nicaragua

2000-2009 2.4 15.0 1.3 6.0 2000-2009 1.7 9.0 0.6 85

2010 26 124 2.8 32 2010 1.8 9.7 1.3 9.1

2011 4.5 11.5 -0.1 3.7 2011 3.6 0.1 8.6
Costa Rica Panama

2000-2009 22 6.2 1.0 10.6 2000-2009 4.0 12.3 -1.4 2.6

2010 3.2 71 2.1 5.8 2010 5.9 7.7 1.9 4.9

2011 2.8 7.7 5.7 4.7 2011 8.9 5.4 0.7 6.3
Cuba Paraguay

2000-2009 5.4 2.6 4.9 2.8 2000-2009 0.0 9.6 0.6 8.1

2010 2.4 243 3.0 149 2010 11.2 7.0 0.7 7.2

2011 2.7 1.7 2011 2.6 6.5 2.7 4.9
Dominican Republic Peru

2000-2009 3.6 15.9 12.7 2000-2009 3.8 8.9 1.0 2.5

2010 6.3 14.3 6.3 2010 7.6 7.9 2.6 2.1

2011 3.1 14.6 7.8 2011 5.7 7.7 4.7
Ecuador Uruguay

2000-2009 2.8 8.7 15.3 2000-2009 2.1 12.5 -0.2 8.7

2010 2.1 7.6 3.3 2010 85 71 3.3 6.9

2011 6.3 6.0 5.4 2011 5.4 6.3 4.0 8.6
El Salvador Venezuela (Bolivarian Republic of)

2000-2009 1.5 6.4 3.6 2000-2009 1.8 12.2 -2.3 21.6

2010 0.8 6.8 1.0 2.1 2010 -3.0 8.7 -5.2 27.4

2011 0.9 6.6 -2.9 5.1 2011 2.6 8.3 29 29.0
Latin America

2000-2009 1.8 9.4 7.4

2010 4.8 7.3 6.5

2011 3.2 6.7 6.9

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official figures.

2 Based on per capita GDP in dollars, at constant 2005 prices.

b The figures for Colombia, the Dominican Republic, Ecuador and Panama include hidden unemployment. For 2000-2009, Guatemala has data only for 2002-2004. For 2000-2008,
Honduras has data from 2001 on. The unemployment figures given for Peru are for the city of Lima.

¢ The coverage of this indicator is generally very spotty. In most of the countries, it refers only to formal-sector industrial workers.

d December - December variations. The regional aggregate is the simple average of the different rates of variation.

The Latin American and Caribbean economy has of 5.5%) was the lowest since November 2010. The
continued to grow in 2012, with the average for the year main labour-market indicators are expected to continue
estimated at 3.2% (1.1 percentage points lower than in to improve, with the employment rate rising slightly and
2011). The pace of price increases is expected to remain the unemployment rate remaining steady or declining

slow, since annual inflation to June 2012 (a simple average somewhat (ECLAC, 2012).
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2. Recent poverty trends

Poverty estimates based on household survey data available
as of 2011 indicate that the poverty rate for the region
in that year stood at 29.4%, with an extreme poverty or
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indigence rate of 11.5%. In absolute terms, this means
that 168 million people were poor and that 66 million of
those people were indigent (see figure I.1).!

Figure 1.1
LATIN AMERICA: POVERTY AND INDIGENCE, 1980-20122
(Percentages and millions of people)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations of data from household surveys conducted in the relevant countries.
2 Estimate for 18 countries of the region plus Haiti. The figures appearing above the bars are the percentages (in the graph on the left) and total numbers (in the graph on the right) of

poor people (indigent plus non-indigent poor). The 2012 figures are projections.

The decade-long downtrend in poverty and indigence
continued, with the poverty rate falling by 1.6 percentage
points and the indigence rate by 0.6 percentage points
relative to their 2010 levels. This means that 8 million
fewer people were living in poverty and 3 million fewer
were living in extreme poverty in 2011.

Poverty and indigence rates at the region-wide level are
thus at 30-year lows, and the percentage of the population
living in poverty in 2011 was at least 10 percentage points
lower than it was in 1980, 1990, 1999 or 2002.

One factor that has had a strong influence on poverty
and indigence trends in recent years has been the difference
between food price trends and the price trends observed
for other goods and services. The indigence line is updated
each year on the basis of the variation in the food price
index, whereas the non-food component of the poverty
line is updated on the basis of the variation in prices
for other goods. For the years from 2007 to 2009, that
difference was the main reason why indigence rose at the
region-wide level while poverty declined. Although food
prices also outpaced prices for other products in 2011,

the gap between the two price indices was considerably
narrower than it had been four years earlier. The upswing
in the consumer price index (CPI) for food products
was 1.3 times greater than the increase in the CPI for
all other products, whereas the corresponding figure for
2008 was 2.3.2

Moderate inflation and economic growth projections
for 2012 point to a continued downward trend in poverty,
although the decline may be somewhat slower than it has
been until now. The poverty rate is likely to fall by at least
one half of a percentage point, while the indigence rate
is expected to hold more or less steady at its 2011 level.

The figures for 2009 - 2011 are somewhat lower than those given
in the Social Panorama of Latin America, 2011 because more
recent poverty figures and population projections have been used
for some countries as a basis of calculation.

The projections cited in the Social Panorama of Latin America,
2011 were based on the assumption that spiralling food prices could
drive up the indigence rate. The improvements in income levels and
income distribution were greater than expected, however, spurring
a decline in the regional indigence rate.
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Changes in poverty levels at the country level varied.
Of the 12 countries for which information is available for
2011, 7 recorded declines: Paraguay (-5.2 points), Ecuador
(-3.7 points), Peru (-3.5 points), Colombia (-3.1 points),
Argentina (-2.9 points) and Brazil (-2.0 points each year
between 2009 and 2011) and Uruguay (-1.9 points).
Indigence rates were also down fairly sharply in these
countries (see figure 1.2).

The Bolivarian Republic of Venezuela saw a
slight uptick in poverty and indigence rates (1.7 and
1.0 percentage points, respectively).? In Chile, Costa Rica,
the Dominican Republic* and Panama, poverty levels
remained more or less steady, with the rate changing by
less than 1 percentage point per year.

Figure 1.2
LATIN AMERICA (12 COUNTRIES): ANNUAL CHANGE IN POVERTY AND INDIGENCE RATES, 2010-2011

A. Variation in poverty and indigence rates
(percentage points)

Paraguay
Ecuador
Colombia
Argentina®
Panama

Costa Rica
Dominican Rep.
Venezuela
(Bol. Rep. of)

M Poverty rate Indigence rate

B. Variation in the poverty rate, poverty gap
and the poverty gap squared
(percentages)

Argentina®
Ecuador
Paraguay
Colombia
Costa Rica
Dominican Rep.
Venezuela
(Bol.Rep. of)

@ Poverty rate Poverty gap Poverty gap squared

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations of data from household surveys conducted in the relevant countries.

@ Urban areas.
b Annual change between 2009 and 2011.

Because the different countries’ populations vary so
much in size, there is no direct correlation between the
extent of changes in these rates at the national level and
their influence on the changes recorded at the regional
level. In point of fact, although Brazil did not have one of
the sharpest reductions in poverty, it nonetheless accounted
for half of the decrease in the region-wide poverty rate in
2011. The drops in extreme poverty in Colombia and Peru
together accounted for 70% of the reduction in indigence
at the regional level.

These trends are in line with those seen in the indices
for the poverty gap and the poverty gap squared. The
way in which the poverty gap index is calculated takes
into account the difference between the mean income
of the poor sector of the population and the poverty line
(weighted by the percentage of poor people), while the
poverty gap squared also takes into consideration the way
in which income is distributed among the poor.

The percentage variations seen in these supplementary
indices between 2010 and 2011 are similar to those

observed in the poverty rate except in Chile, Colombia
and Ecuador, where the supplementary indices reflect
a slightly greater reduction than the poverty rate does.
This indicates that, in addition to the decrease in the
poverty rate in those countries, there was also a further
improvement in the poverty gap and in income distribution
among the poor. The opposite was the case in countries
such as Argentina and Paraguay, where the reduction in
poverty was not coupled with a decrease in the mean

3 This trend does not coincide with that reported by the National
Statistical Institute of the Bolivarian Republic of Venezuela. The
discrepancy is due basically to the fact that the price deflator used
by the Institute to adjust the indigence line —which reflects the
variation in the prices of the specific products that make up the
basic consumption basket— rose less than the deflator used by
ECLAC, which reflects changes in food inflation and is therefore
composed differently.

4 The trend observed in the Dominican Republic does not entirely
match that reported by the country’s official statistical office. The
discrepancy is due to minor methodological differences related to
the calculation of aggregate income and the value of the lines used.
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distance between the income levels of the poor and the
poverty line. The Dominican Republic was the only
countries in which the supplementary indicators pointed
to a divergence from the trend in the poverty rate, but
this is not surprising, given how small the changes were
(see box 1.3 and figure 1.2).

Poverty trends spanning a somewhat longer period
that includes the 2009 crisis are also favourable for
most of the Latin American countries. The percentage
change seen between 2008 and the time when the most
recent statistics were compiled is a sign of considerable
progress. In most cases, the percentage reductions
observed in the poverty gap and poverty gap squared
indices were larger than the drop in the poverty rate.
This means that, despite the crisis, not only has there
been a reduction in the percentage of the population
with incomes below the poverty line, but there has
also been an improvement in the mean income levels
of the poor and in the distribution of that income (see
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Figure 1.3
LATIN AMERICA (16 COUNTRIES): ANNUAL CHANGE
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from household surveys conducted in the
respective countries.

@ Figures are for 2008-2011 except in the cases of Argentina (2009-2011), Bolivia

(Plurinational State of) (2007-2009), Chile (2006-2011), El Salvador (2009-2010),

figure 1.3).

Honduras (2007-2010), Mexico (2008-2010) and Nicaragua (2005-2009).

 Urban areas.

Box I.1

METHODOLOGY USED FOR MEASURING POVERTY

According to the approach used in this
report for arriving at poverty estimates, a
person is classified as “poor” when the per
capita income of that person’s household
is below the “poverty line”, which is placed
at the minimum level of income needed to
meet a person’s basic needs. Poverty lines,
expressed in each country’s currency, are
calculated from the cost of a basket of
goods and services using the “cost of basic
needs” method.

The basic food basket that is used to
measure poverty contains the goods required
to cover people’s nutritional needs, taking
into account consumption habits, the actual
availability of foodstuffs and their prices, for
each country and geographic area. In most
cases, data on the structure of household
consumption patterns for both foodstuffs
and other goods and services are derived
from national household budget surveys
carried out in the 1980s.

This figure is referred to as the “indigence
line”. The total value of the poverty line is
calculated by taking this figure and then

adding the amount that households require
in order to meet their basic non-food needs.
In order to carry out this calculation, the
indigence line is multiplied by one factor
for urban areas and another for rural zones.
For the 2006 poverty estimates, a factor of
2 was used for urban zones and a factor of
1.75 was used for rural areas.? The factors
applied since 2007 vary depending on the
differentials between trends in the prices for
foodstuffs and for other goods and services.

Indigence lines and poverty lines are
updated each year to reflect cumulative
changes in the CPI. For the estimates
calculated prior to December 2006, the
same rate of variation was applied to
both lines. Since 2007, the indigence
line is updated on the basis of the CPI
for food products, while the portion of the
poverty line corresponding to expenditure
on non-food goods is updated using the
non-food CPI.

Household income data have been
taken from household surveys conducted
in each country in the years corresponding

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
@ The sole exceptions to this general rule are the calculations for Brazil, Colombia and Peru. For Brazil, this study has used the indigence lines estimated by the Brazilian Geographical
and Statistical Institute (IBGE), the Brazilian Institute of Applied Economic Research (IPEA) and ECLAC as a joint effort in the late 1990s. For Colombia, the thresholds proposed
by the Colombian Mission for the Linkage of Employment, Poverty and Inequality Series (MESEP) were used. For Peru, indigence and poverty lines were estimated by the National

Institute of Statistics and Informatics (INEI).

to the poverty estimates presented in this
edition. In line with standard ECLAC practice,
the data have been corrected to account
for the non-response rate for some income-
related questions from wage earners, the
self-employed and retirees and to mitigate
probable underreporting biases. This latter
operation is carried out by comparing the
responses to income-related questions in
the survey with estimates based on the
household income and expenditure accounts
included in each country’s system of national
accounts. These estimates are calculated
using official information.

The income figures used for this
purpose refer to total current income, i.e.,
income from wage labour (in both money
and kind), self-employment (including
self-supply and the consumption value of
products generated by the household),
property income, retirement and other
pensions, and other transfers received by
households. In most countries, household
income also includes an imputed rental value
for owner-occupied dwellings.



56

The poverty indicators used in this study
belong to the family of parametric indices
proposed by Foster, Greer and Thorbecke
(1984) and have been obtained from the
following formula:

(1)

a

FGT, zli =

ns\ z

where n represents population size,
g denotes the number of people with incomes
below the poverty or indigence line (z) and
the parameter a. > 0 assigns differing levels
of shortfall between the income (y) of each

Economic Commission for Latin America and the Caribbean (ECLAC)

Box 1.2
POVERTY INDICATORS

poor or indigent individual and the poverty
or indigence line

When a takes a value of 0, then formula
1 corresponds to the headcount ratio (H),
which indicates the percentage of people with
incomes below the poverty or indigence line:

@
-y,

When a equals 1, the expression yields
the poverty gap (PG) (or indigence gap),
which weights the percentage of poor (or
indigent) people by how far their incomes
fall short of the poverty (or indigence) line:

PG:ii 70

n i=1 z

Lastly, when a has a value of 2, a greater
relative weight is assigned in the final result
to those who fall furthest below the poverty
(or indigence) line by squaring the relative
income deficit:

@
q —
FGT, =1y [Z2%

n‘s\ z

2

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of James Foster, Joel Greer and Erik Thorbecke, “A class of decomposable poverty

measures”, Econometrica, vol. 52, No. 3, 1984.

3. Changes in poverty levels: underlying factors

Of all the different sources of household income, labour
income was the most influential factor in the variation
in income for poor households. Figure 1.4 shows how
much each income source influenced the variation in per
capita income for households below the poverty line in
countries where poverty rates have decreased significantly
in recent years. In the countries where poverty lessened,
labour income accounted for half or more of the change in
total per capita income. Thus, in this most recent bout of
poverty reduction, the labour market has been one of the
main drivers of the upswing. Public and private transfers
(which include retirement and other pensions) and the
category “other income” (capital income, imputed rent,
etc.) also contributed to the increase in the incomes of poor
households, although to a lesser degree (see figure 1.4).

The results for a longer review period are much the
same. Between 2008 and 2011 (a period that encompasses
the most recent economic crisis), labour income was
the component of poor households’ total income that
increased the most. In half the countries, labour income
for employees rose more sharply than labour income for
the self-employed while, in the other half, just the opposite
occurred. Chile, the Dominican Republic and Panama
were the only countries in which the main cause of the
increase in household income was primarily transfers
rather than labour income (see figure 1.4).

An increase in per capita labour income may stem
from an increase in the pay received by individual

employed persons or from an increase in the percentage
of employed persons in each household. For 2010-2011,
in the nine countries in which poor households’ labour
income rose, both of these things happened (except in
Peru, where the percentage of employed persons fell).
The percentage increase in employed persons’ pay levels
outstripped the increase in the number of employed
persons per household except in Chile and Uruguay.
In the four countries where per capita labour income
fell, the main reason was a drop in employment in one
(Panama), whereas, in the other three, the main factor
was a decrease in pay (see figure 1.5).

For the period 2008-2011, there were more countries
in which the increase in per capita labour income was
chiefly a result of the higher remunerations received
by individual workers. Of the 14 countries in which per
capita labour income in poor households rose, it was
only in Colombia, El Salvador and Honduras that the
more influential factor was an upturn in the percentage
of employed persons rather than an increase in pay
levels. In fact, in six of the countries in this group,
the percentage of employed persons actually shrank.
This implies that, at least as far as the income of the
poor is concerned, the main impact of the economic
crisis and the recovery has been felt in terms of the
number of available jobs; this effect has not been
strong enough to actually drive down per capita labour
income, however.
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Figure 1.4
LATIN AMERICA (16 COUNTRIES): ANNUAL VARIATION IN THE TOTAL PER CAPITA INCOME
OF POOR HOUSEHOLDS, BY SOURCE, 2008-2011 AND 2010-2011 2
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations of data from household surveys conducted in the respective countries.

2 The percentage of the population analysed, which is the same for both periods, corresponds to the poverty rate for 2008 or the closest prior year.

b The data given for 2008 are for that year except in the cases of Argentina (2006), Bolivia (Plurinational State of) (2007), Chile (2006), El Salvador (2004), Honduras (2007) and Nicaragua
(2005). The data given for 2011 are for that year except in the cases of Bolivia (Plurinational State of), Costa Rica and Nicaragua (2009) and El Salvador, Honduras and Mexico (2010).

¢ For 2009-2011 in the cases of Brazil and Chile.

d Urban areas.

Figure 1.5
LATIN AMERICA (15 COUNTRIES): ANNUAL CHANGE IN COMPONENTS OF PER CAPITA LABOUR INCOME OF
POOR HOUSEHOLDS, 2008-2011 AND 2010-20112
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations of data from household surveys conducted in the relevant countries.

2 The percentage of the population analysed, which is the same for both periods, corresponds to the poverty rate for 2008 or for the closest prior year. YlL=labour income; E=number
employed; and N=total population.

b The data given for 2008 are for that year except in the cases of Argentina (2006), Bolivia (Plurinational State of) (2007), Chile (2006), El Salvador (2004), Honduras (2007) and Nicaragua
(2005). The data given for 2011 are for that year except in the cases of Bolivia (Plurinational State of), Costa Rica and Nicaragua (2009) and El Salvador, Honduras and Mexico (2010).

¢ For 2009-2011 in the cases of Brazil and Chile.

d Urban areas.

It is important to determine how much of the change The growth effect is measured as the change in the
in poverty and indigence rates is attributable to an upswing poverty rate that would have been caused by the observed
in the mean incomes of individual workers (the growth change in mean household income if income distribution
effect) and how much is attributable to changes in the way were to remain constant during the review period. This
in which that income is distributed (the distribution effect). factor contributed to a reduction in poverty in most of
In the years between 2008 and the most recent year for the countries of the region, with the exception of Mexico,
which poverty estimates are available, these two factors Nicaragua and the Bolivarian Republic of Venezuela, where

have had complementary impacts. the fall in mean incomes in real terms tended to drive up the
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poverty rate. Countries where this effect was a major force
underlying the reduction of poverty included Argentina,
Colombia, Paraguay and Peru.

The distribution effect indicates how much the poverty
rate would have changed if mean income had remained

Economic Commission for Latin America and the Caribbean (ECLAC)

steady in the review period. This effect also helped to lower
poverty levels in a majority of the region’s countries (with
the exceptions being the Dominican Republic, Honduras and
Panama). It was the main factor underlying the reduction in
poverty observed in Bolivia, Brazil, Ecuador and Uruguay.

Table 1.2
LATIN AMERICA (16 COUNTRIES): CHANGES IN POVERTY RATES AND THE IMPACT OF GROWTH AND DISTRIBUTION EFFECTS
(Percentages)
Year Poverty Effect lmﬁﬁg \'/';:g';‘rgﬁ of
Initial Final Initial Final Variation Growth Distribution Growth Distribution

Argentina? 2006 2011 248 5.7 -19.1 -14.0 -5.1 73 27
Bolivia (Plurinational State of) 2007 2009 54.0 42.4 -11.6 -4.0 -7.6 35 65
Brazil 2008 2011 258 20.9 -4.9 -1.6 -3.2 34 66
Chile 2006 2011 18.7 11.0 -2.7 -1.7 -1.1 61 39
Colombia 2008 2011 42.2 34.2 -8.0 -5.8 -2.1 73 27
Dominican Republic 2008 2011 44.3 42.2 -2.2 -3.5 1.4 >100 <0
Ecuador 2008 2011 427 35.4 -7.3 -2.7 -4.7 36 64
El Salvador 2004 2010 47.5 46.6 -0.9 2.1 -3.0 <0 >100
Honduras 2007 2010 68.9 67.4 -1.5 -2.6 1.1 >100 <0
Mexico 2008 2010 34.8 36.3 145 5.8 -4.3 >100 <0
Nicaragua 2005 2009 61.9 58.3 -3.6 1.7 -5.4 <0 >100
Panama 2008 2011 27.7 25.3 -2.4 -2.7 0.2 >100 <0
Paraguay 2008 2011 56.9 49.6 -7.3 -7.0 -0.3 95 5]
Peru 2008 2011 36.2 27.8 -8.4 -6.4 -2.0 76 24
Uruguay 2008 2011 13.7 6.5 -7.2 -3.3 -4.0 45 55
Venezuela (Bolivarian Republic of) 2008 2011 27.6 29.5 1.9 3.4 -1.5 >100 <0

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations of data from household surveys conducted in the relevant countries.

2 Urban areas.

B. The face of poverty

The traits of persons in low-income sectors of the population differ in various ways from

those exhibited by persons with higher incomes. Indigents live in households where there are

more children, are less educated and have a higher unemployment rate than persons living

in wealthier households. This profile of poor households has remained fairly constant over

time, but some changes are beginning to be seen as current sociodemographic trends in the

region begin to make themselves felt.

In addition to measuring poverty levels and poverty
trends in each country or in the region as a whole, it
is important to look at the poverty rates of different
groups within the general population. An analysis of
poverty profiles can provide input for the development
of hypotheses about the processes and factors that play

arole in the perpetuation or reduction of poverty. This
information is also needed in order to devise anti-poverty
strategies and programmes that address such factors
as the specific demographics and differing degrees of
access to services and to employment opportunities
of the poor.
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The task of identifying the main features of poor
sectors and of seeing how they are alike and how they
differ from other groups within the population cannot be
pursued without reference to the context in which those
characteristics have arisen. The changes that have been
taking place in Latin America’s demographic variables,
labour markets, overall economic climate (growth,
income distribution) and government anti-poverty
initiatives combine to shape an overall context for the
interpretation of poverty profiles and recent changes
in those profiles.

The shifting demographics seen in recent decades
in the countries of the region have encompassed two
different transitions to varying extents: a demographic
transition and an urban one. The demographic transition
has been reflected in declining fertility and mortality
rates and increases in life expectancy, which have in
turn been reflected in the ageing of the population and a
decrease in average household size. The family structure
has also been changing as more and more households
are headed by a single parent and the percentage of
nuclear families declines. Recent decades have also seen
such a sharp upswing in the urban population that the
countries of the region now have urbanization rates that
are on a par with those of developed countries or that
are actually outpacing them (Rodriguez, 2006). This
should, generally speaking, increase the population’s
access to basic utilities such as electricity, drinking
water and sanitation, as well as to education and
health services.

One trait of the region’s economies that has remained
largely unchanged over time and that is closely tied to
poverty and inequality is their structural heterogeneity,
i.e., the coexistence of producers that have sharply
differing productivity and wage levels (ECLAC, 2012).
At the same time, over the last two decades, the structures
of the production sector and labour market have shifted
in ways that may have an impact, either directly or
indirectly, on poverty profiles. These changes include
the increasing percentage of the population employed
in the services sector and the shrinking percentage
of those working in the agricultural sector, the rising
percentage of total employment accounted for by wage
labour, and the increased labour-force participation
rate of women, although —perhaps due to a lack of
alternative forms of childcare and gender-based wage
differentials— it remains lower than the rate for men.
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(For an analysis of the role of women in the care
economy, see the following chapters.)

As discussed in other sections of this chapter, since
2002 poverty rates in the region have been descending
and income distribution has been improving, with an
increase in wage income being the main driving force
behind the reduction in poverty. And although government
transfers have not been the most important factor in
the reduction in poverty in recent years, the increased
institutionalization and coverage of anti-poverty policies
since the start of the preceding decade have certainly
played a role in this respect. These initiatives have
targeted people living below the extreme poverty line
and especially households headed by women in which
some of the members are below 18 years of age. They
have differed, however, from one country to the next
in terms of their coverage and the size of the transfers
that they provide.

There are also two other issues associated with
poverty profiles and their recent variations that remain
to be addressed. The first is the hypothesis referring to
the feminization of poverty, which is based on poverty
dynamics in developed countries and has been applied
in studies on changes in poverty profiles in the region.
The feminization of poverty is thought to stem from
the interaction of a number of factors: (i) an increase
in the number of single-parent households that are
headed by women,; (ii) gender-based discrimination and
segregation in the labour market, which are reflected
in lower wages for women and fewer opportunities to
obtain stable employment in the formal sector; and
(iii) a shortage of alternative childcare options, the fact
that government transfers are predominantly directed
towards older age groups and the bias in the social
security system towards formal-sector wage earners.
The second hypothesis focuses on vulnerability. One
of the fundamental considerations in this respect is
the empirical evidence which indicates that, from
time to time, some households rise above and then
fall below the poverty line (ECLAC, 2000). These
segments have not been a prime public policy target,
at least in the past few decades. Thus, analyses of the
at-risk population are of interest not only because
they provide a framework for comparing features of
the poor population with the population at large, but
also because these groups should be targeted by more
proactive government policies.
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1. Poverty profiles

These changes in demographics, labour markets, the
overall economic situation and institutional efforts to
address the problem of poverty, along with reductions
in poverty rates, may be driving a gradual shift in the
characteristics and profiles of people who are living in
poverty. This section will present a discussion of some of
the main features of the poor and non-poor populations.
For the purposes of this analysis, the poor sectors of the
population are divided into two groups: the indigent and
the non-indigent poor. The non-poor population, for its
part, is subdivided into persons who are at risk of poverty
(those with a per capita income above the poverty line but
less than 1.5 times that value) and those who are not at risk.

A comparison of these four groups at the regional
level shows, first of all, that area of residence is one of
the factors that differs the most by income level. While
indigents are almost equally distributed between urban
and rural areas, nearly three out of every four non-indigent
poor people live in urban areas. Only 15% of persons
who are not at risk of poverty (those whose incomes are

more than 1.5 times the value of the poverty line) live in
rural areas (see figure 1.6). This does not mean, however,
that the rural indigent population is larger than the urban
indigent population. In addition, the at-risk population
appears to be primarily urban, at least if this sector is
defined on the basis of a monetary threshold for the
satisfaction of basic needs.

The percentage of the population associated with a
minority ethnic group increases as household socioeconomic
status declines. In 2011, 29% of all indigents belonged
to a minority ethnic group. For the non-indigent poor,
the figure was 15%, and it was even lower in the two
other groups (13% for the at-risk group and 6% for those
not at risk). These data point up the complexity of the
situation to be addressed by anti-poverty policies, in the
broad sense of the term, when dealing with sectors where
ethnic identity is a significant factor, since, in these cases,
policy initiatives have to focus on basic needs satisfaction,
recognition, and social and cultural inclusiveness at one
and the same time.

Figure 1.6
LATIN AMERICA: CHARACTERISTICS OF THE POOR AND THE NON-POOR, AROUND 20112
(Percentages)
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Figure 1.6 (concluded)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations of data from household surveys conducted in the respective countries.
2 Persons classified as belonging to one of four categories: | = Indigents, NIP = Non-indigent poor, AR = At risk of poverty (incomes of between 1.0 and 1.5 times the poverty line) and

NR = Not at risk of poverty.

b ncludes data only for Bolivia (Plurinational State of), Brazil, Chile, Ecuador, Guatemala, Mexico, Paraguay, Peru and Uruguay.

The age distributions of poor and non-poor groups also
differ markedly. Among the indigent and the non-indigent
poor, minors (up to 17 years of age) make up 51% and
45%, respectively, which means that children account for
nearly half of the poor population. This figure drops to
38% for the at-risk population and to 23% for those who
are not at risk of poverty. The opposite is true for the age
group of 50 years and over, which accounts for about 12%
for the poor population but 27% of the members of the
population group that is not at risk of poverty.

The educational levels of the various groups differ a
great deal.> Half of all indigent adults (25 years or older)

5 This comparison has been limited to people between 25 and 65

years of age in order to avoid including, insofar as possible, people
who may still be in school.

have not completed primary school. This percentage
diminishes as income levels rise to the point where only
14% of the group classified as “not at risk” have not
completed this level of education. The largest category
in the group of non-indigent poor and those at risk of
becoming poor is made up of those who have completed
primary school but have not completed their secondary
education (about 45% in each of these groups). The
largest single category in the group of persons who are
not at risk is made up of people who have completed
secondary school but not the tertiary level of education
(41%). Very few people in the poor or at-risk groups
have completed their higher education (fewer than 1%
and 3%, respectively), whereas 13% of the people in the
group that is not at risk have done so.
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These kinds of educational differences are found
among children and young people, as well as adults.
Some 8% of indigent children between 6 and 15 years of
age do not attend school, while this figure falls to 2% for
children in households that are not at risk. The percentage
of persons between the ages of 15 and 19 that have not
completed their primary education stands at 17% for
indigent youths, 10% for non-indigent poor youths, 6%
for young people at risk of poverty and 3% for those who
are not at risk. School attendance figures do, however,
indicate that lack of access is not a widespread problem,
even for poor children. The groups that appear to have
encountered greater difficulty in completing their primary
education are the 15-19 age group and, above all, those
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The distribution of the poor sector of the population
by sex differs very little from the distribution for those
above the poverty line, with women representing between
51% and 52% of the population in all the four groups
being analysed. The disaggregation by sex of data on
heads of household is much the same, with the percentage
of persons in female-headed households representing
about 28% of both the poor and non-poor groups. When
the poverty analysis is limited to persons of working
age, however, it becomes clear that women represent a
higher proportion of the poor in that group (see box 1.3).
The analysis of poverty probabilities presented later
also shows a correlation between poverty and sex that is
unfavourable to women, particularly in countries with

between the ages of 25 and 65.

Poor households differ little from non-poor
households in terms of composition by
sex. Yet analysis of the working-age sector
of the population shows notable gender
differences in the magnitude of poverty.
The femininity index of poverty for those
aged between 20 and 59 indicates a higher
poverty rate among women than among
men in all the countries of the region.

lower poverty levels.

Box 1.3
POVERTY AND GENDER

Although this index —the ratio between the
male and female poverty rates multiplied
by 100— does not fully capture gender
disparities, it clearly illustrates the link
between poverty and gender in the region.

The femininity index is highest in
Argentina, Chile, the Dominican Republic
and Uruguay. In all these countries, the
poverty rate for women aged between

20 and 59 years is at least 30% higher
than the rate for men of the same age.

These results indicate that, as poverty
overall has fallen in the region, the
differences between men and women have
tended to deepen in several countries: the
simple average of the femininity index of
poverty, which was 107 in 2002, had risen
to 116 by 2011.

LATIN AMERICA (18 COUNTRIES): FEMININITY INDEX OF POVERTY, 2002 AND 2011
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b Simple average.

Underlying the high rate of poverty
among women of working age are a number
of factors, including:

(i) Demographic factors: major shifts
have occurred in family structures and a
larger proportion of households are headed
by single women (as a result of either
separations or early fertility outside marriage
or union).

(i) Labour-market factors: labour-market
participation remains low among women and
those who are in the labour market tend to
work in segregated or inequitable sectors
associated with lower pay and more precarious
and unstable employment conditions.

(iiiy Factors related to social protection
systems: the limited care choices available
to women prevent them from participating

Source: Economic Commission for Latin America and the Caribbean (ECLAC).

freely in the labour market. In addition, public
transfers are concentrated among older
groups and among formal wage earners.

(iv) Cultural factors: despite changes
in recent years, some poor sectors may
maintain traditional perceptions of gender
roles, according to which women are
supposed to take responsibility for unpaid
household work.
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Although paid employment is thought to be one of
the main avenues for escaping poverty, a majority of the
people aged 15 or over in the poor and at-risk groups are
already employed. In fact, only about 8% of the indigent
and 6% of the non-indigent poor are unemployed. This once
again points up the continued existence of a situation that
stems from the heterogeneity of the region’s production
structure: having access to some type of remunerated
employment is no guarantee that a person will not be
poor. Meanwhile, 40% of the non-indigent poor and 46%
of the persons classified as indigent are not economically
active, with this figure falling to 37% for those at risk of
poverty and 32% for those who are not.

Economic activity status differs sharply between males
and females. The percentage of men who are employed
is above 60% in all four groups, while the percentage of
employed women does not reach that figure in any of
the groups. The fact that, in all of the groups, a majority
of the women do not participate in the labour market
shows how persistent the traditional division of labour
between the sexes is in terms of the unpaid domestic work
performed by women in the home. Even so, employment
levels for women vary significantly by income level. The
percentage of women who are employed climbs from
30% for indigents to 54% for those not at risk of poverty,
while the percentage of women who are not economically
active falls from 64% to 43%, respectively. Thus, the
poorest groups have the greatest imbalance in terms of
the distribution between the sexes of unpaid domestic
work, which is yet another factor that militates against
these households’ ability to lift themselves out of poverty.
Nonetheless, it remains true that even if people are able to
secure some form of employment, they have no guarantee
that they will be able to escape from poverty, given the
nature of the region’s labour markets.®

The traditional patterns of poor sectors’ participation
in the production structure are still in evidence, as is
seen from the fact that a large proportion of the poor are
own-account workers (43%) while less than one third of
them (31%) are employees. In the other groups, the largest
proportion are employees (50% for the non-indigent poor,
57% for those at risk of poverty and 64% for those not
at risk); this nevertheless indicates that being employed
as a wage earner does not provide protection against
the risk of poverty. The percentage of people engaged
in own-account work decreases as total income rises,
amounting to less than one fourth of the total for those not
atrisk of poverty.” Among indigents, nearly 17% engage
in unpaid work, while the figure is substantially lower in

©  The fact that employees in low-productivity sectors are so poorly

paid may act as a disincentive for participation in the labour market.
Chapter II provides a fuller description of labour profiles by
income level.
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the other groups (8% for the non-indigent poor, 5% for
people at risk of poverty and 3% for those not at risk).

Home ownership/rental is not a significant factor,
since 70% of the poor own the dwelling that they live in,
which is very close to the figure for at-risk sectors and no
more than slightly below the figure for the sectors that are
not at risk of poverty (75%). Renters account for between
12% and 17% of the total, and there is no clear correlation
between these figures and poverty status. The only kind of
situation in which the type of tenure appears to correlate
more directly with income levels is when ownership is
unclear or undocumented, since the percentage of people
in this situation descends from 16% in the lowest-income
group to 9% in the highest-income group.

Access to basic services varies depending on the type
of service concerned. Most low-income households have
access to electrical power (86% of indigents and 95% of the
non-indigent poor). In the case of drinking water, 71% of
indigents and 81% of the non-indigent poor have access.
Sanitation infrastructure is the least accessible service,
with the corresponding figures being only 47% for the
indigent population and 61% for the poor population.
The fact remains that access to basic services is one of
the mostly closely correlated factors with income level,
as the rates of access to the above-mentioned services
(electricity, drinking water and sanitation systems) are
99%, 94% and 95%, respectively, for the sector that is
not at risk of poverty.

The discussion up to this point has focused on the
region as a whole, without taking into account how much
the situation varies from one country to the next. In order
to provide information on these differences, the analysis
will now focus on a number of poverty-related traits in
four groups of countries: those in which poverty levels
are low, somewhat low, somewhat high or high.® To some
extent these country groupings mirror the categories that
would result if the classification criterion were the stage
reached in the demographic and urban transitions, as
countries with high levels of poverty tend to be less far
along in the demographic/urban transition, while just the
opposite is true of countries where poverty levels are low.

The results show how certain characteristics of the
poor population change depending on the living conditions
existing in their country of residence. Although, by
definition, all poor people share the characteristic of

8  The wealthiest countries —Argentina, Chile, Costa Rica and

Uruguay— have a weighted average poverty rate of 9%. The next
group —made up of Brazil, Panama, Peru and the Bolivarian
Republic of Venezuela — have a mean poverty rate of 23%. The
group with fairly high poverty levels —the Plurinational State of
Bolivia, Colombia, the Dominican Republic, Ecuador and Mexico—
has a mean poverty rate of 36%. The portion of the population in
the fourth group —formed by El Salvador, Guatemala, Honduras,
Nicaragua and Paraguay— amounts to 56%.
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having incomes that are too low to enable them to meet
certain basic needs, those who live in countries with high
poverty levels generally have less access to education and
basic services, for example. All this may be attributable, at
least in part, to the fact that constraints on access to basic
services and education have traditionally been coupled
with lower levels of urbanization.

The populations of countries with high poverty rates
generally are more rural. In the poorest group of countries,
47% of the population lives in rural areas, whereas, in

the countries with the lowest poverty rates, only 8%
do.? In addition, there is a close correlation between
people’s economic status and their area of residence in
all four groups of countries. The differential between
the percentages of persons living in rural areas who are
in the poorest group (indigents) and in the wealthiest
group (those not at risk of poverty) ranges from 10
percentage points in countries with low poverty rates
to 35 percentage points in those with high poverty rates
(see figure 1.7).

Figure 1.7
LATIN AMERICA: PRESENCE OF SELECTED CHARACTERISTICS IN POOR AND NON-POOR POPULATION GROUPS,
BY COUNTRY GROUPINGS, AROUND 20112
(Percentages of the total population)
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Levels of education in the four country groupings
also differ sharply. The higher a country’s poverty rate,
the larger the percentage of people between the ages of 25
and 65 who have not completed their primary education.
In the poorest countries, 69% of the indigent and 51%
of the non-indigent poor have not reached that level
of education. In the countries where poverty rates are
somewhat high and somewhat low, these percentages hover

around 46% and 32%, respectively, for the indigent and
the non-indigent poor. In the countries with low poverty
rates, the percentage of the indigent and the non-indigent
poor who have not finished the primary cycle of education
is less than 21%. Given how much of an impact problems

9 The actual figure may be slightly higher, since the data do not

include the rural areas of Argentina.
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relating to human capital endowments have in terms of
the reproduction of poverty, these figures underscore the
need for the countries, and especially the poorest ones, to
redouble their efforts to ensure that more people stay in
school and complete their primary education.

The poorer a country is, the weaker the link between
unemployment and poverty. In the richest group of
countries, the percentage of unemployed persons shrinks
significantly as household incomes rise above the poverty
line. This trend is also seen, although not as clearly, in
the next-richest group, whereas, in the poorest group of
countries, the unemployment rates for the poor and the
non-poor are quite similar.

In high-poverty countries, the population also has
less access to basic services. The percentage of people
without proper access to drinking water is below 2% in the
low-poverty countries, hovers around 12% in the countries
with somewhat high and somewhat low poverty rates,
and stands at 24% in those that have high poverty rates.
These differences are not necessarily as stark, however,
when the comparison is limited to low-income households.
For example, the percentage of indigent persons who
lack access to drinking water comes to around 30% in
countries with fairly low and fairly high poverty rates
and in the poorest group of countries. Somewhat more
than 20% of persons who are at risk of poverty and live
in high-poverty countries do not have access to drinking
water; the percentage is somewhere between 10% and
15% in the case of persons at risk of poverty who live in
countries with fairly high or fairly low poverty rates. In
countries with low poverty rates, the figure is less than 5%.

When these results are compared with the figures
compiled in or around 1999, it becomes apparent that,
even though poverty levels have come down by over
14 percentage points since that time, the profile of the
poor population has not changed very much, in several
respects, since then. What differences there are appear
to be associated, in most cases, with demographic shifts
and trends in education in the region as a whole.

One of the most striking changes is the increase in the
percentage of people living in female-headed households.
In the case of the indigent and the non-indigent poor,
the portion of female-headed households jumped from
around 18% in 1999 to 28% in 2011. This underscores
the importance of providing greater access to childcare,
especially for households that cannot afford to pay market
prices for such services, since this would enable more
women to enter the labour market and would be a pivotal
element in opening up opportunities for female-headed
households that are below the poverty line.

The increase in the number of female-headed households
is not, however, mirrored in changes in the sex distribution of
the different groups. Between 1999 and 2011, the percentage
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of women in the indigent and non-indigent poor groups
held nearly steady (rising from 51% to 52%). Yet the gap
between male and female poverty rates has increased for the
20-59 age group in recent years, however, which points to
a deterioration in women’s relative position (see box 1.5).

The concurrent increase in the mean age of the population
is gradually reshaping the profile of poor households and
contributing to their reduction in size. This is particularly
the case for indigent households, where the percentage of
household members aged 17 or less shrank by 4 points
between 1999 and 2011. The drop has been smaller (1
percentage point) for non-indigent poor households. At
the same time, there were relative increases in the adult
population of 3 percentage points among the indigent and
1 percentage point among the non-indigent poor (bringing
the proportion to 12% in both cases). Mean household size
fell from 5.4 persons in 1999 to 4.6 in 2011 in the indigent
sector of the population and from 4.8 to 4.4 among the
non-indigent poor. In relative terms, the downtrend in
average household size has been the steepest for indigent
households (14.6%)'? and the non-poor (-8.1%).

Among the poor, the percentage who know how to read
and write has increased from 82% to 85%, while school
attendance among children aged 6 to 15 has climbed from
90% to 94%. The share of young people having completed
their primary education has risen from 79% to 88%, and
the proportion having completed secondary education
has gone from 19% to 33%. While rising levels of school
enrolment among the poorest is a positive development,
secondary education completion rates are still low. In
2011, 29% of the at-risk population had either attended
or completed the higher education cycle,!! which is
10 percentage points more than in 1999.!2 This not only
suggests that access to higher education is not sufficient
protection against the risk of slipping below the poverty
line, but also indicates that people in this group who have
the expectation of earning an adequate income but who
fail to do so may well feel deprived of their due (for a
more thorough discussion of this point, see chapter II).

Poor groups’ access to basic services is clearly on
the rise. Between 1999 and 2011, the percentage of poor
persons with access to drinking water, sanitation systems
and electricity climbed by 7, 11 and 8 percentage points,
respectively. The distribution of the poor population in terms
of economic activity and occupational category did not

10 This suggests that the long-standing tendency for the demographic

transition to occur more slowly in poor sectors of the population
could be a thing of the past.

Most had not completed this cycle.

Because of the limited nature of the available data, this analysis
does not address the issue of inequities in terms of the quality
of education, which may be a highly significant factor in the
perpetuation of poverty and inequality in the short and long runs.
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change to any great degree during the period under analysis.
Strictly speaking, the most notable change was an increase
in the percentage of indigents who were not economically
active, with the figure rising from 39% in 1999 to 46% in

2011. The percentage change was smaller in the case of the
non-indigent poor (an increase of 3 percentage points), the
sector at risk of poverty (an increase of 2 percentage points)
and the non-poor (a decrease of 2 percentage points).

Figure 1.8
LATIN AMERICA: SELECTED CHARACTERISTICS IN POOR AND NON-POOR GROUPS, 1999-2010
(Percentages)
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2. Probabilities of poverty

As a complement to the results set forth in the previous
section, it is interesting to assess the extent to which the
traits examined correlate with poverty when they are
examined simultaneously.

With this in mind, a logit regression model was estimated
to calculate the probability that a household may be considered
poor, using as explanatory variables area of residence, sex of
head of household, age of head of household, identification
with an ethnic group, number of household members, number
of employed household members, presence of children aged
under 12 years, employment status of the head of household,
schooling level of the head of household (three dichotomous
variables for complete primary, complete secondary and
complete tertiary education, respectively) and availability of
basic services (water, sanitary infrastructure and electricity).

Table 1.3 shows the model parameters calculated using
the most recent data available for 18 countries of the region.
These show the effect of a marginal change in each of the
explanatory variables on the poverty odds ratio, which
indicates how much more likely a household is to be poor
than non-poor (see box 1.4 for a more detailed account of
the methodology).'> When the parameter associated with
a given variable is higher than one, an increase in that
variable increases a household’s probability of being poor,
and the opposite occurs when the parameter is less than one.

13" For example, a household with odds ratio equal to one is equally

likely to be poor or non-poor (50%/50%), whereas a household
with a ratio of 0.5 is half as likely to be poor as non-poor
(33%/ 66% = 0.5).
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When estimating poverty it is interesting to
examine the extent to which the characteristics
of households and their members are actually
correlated with poverty. In terms of a simple
linear equation, regression parameters may
be estimated by using household poverty as
the dependent variable and the characteristics
to be examined as the explanatory variables:

(1) In(y)=a+ fx, + f,x, +...+ B,x

n’n

where y is a dichotomous variable for poverty
(1 for poor and O for non-poor), a is a constant

Economic Commission for Latin America and the Caribbean (ECLAC)

Box 1.4
ESTIMATING PROBABILITIES OF POVERTY

that the probability of a household being poor
(denoted by P(y=1)) is distributed logistically,
as described by:

1
@ Py=1)=

1+ e_(a+ﬁ1xl )

Although the probability of being poor
is a non-linear function, the log odds ratio
is not. This ratio indicates how much more
likely a household is to be poor than non-
poor. Expression of equation (2) as a log
odds ratio gives:

odds ratio of poverty and whose parameters
may be estimated using the maximum
likelihood method.

For ease of reading, los parameters
shown in this chapter correspond to the
expression exp(f8) and indicate the change in
the log odds ratio of poverty with a marginal
change in each explanatory variable.

Notably, B parameters are not linear
either in themselves or with respect to the
probability of poverty. Accordingly the effect
of any one variable on the probability of

and g, ..., B, are the coefficients associated
with the independent variables x;, ..., X,.

n

This equation cannot be calculated by
means of ordinary least squares. Instead, a
logit function is used, in which it is assumed

Source: Economic Commission for Latin America and the Caribbean (ECLAC).

The findings show that the household characteristics
with some predictive power regarding poverty are
highly varied in the countries of the region. Only three
of the variables analysed —household size, number of
employed household members and complete primary
schooling of the head of household— are statistically
significant across all the countries. This does not
necessarily mean that these are the variables with
the greatest impact on the likelihood of poverty, as
shown later, but that in all cases they provide useful
information for assessing a household’s probability
of being poor. And while the other variables analysed
are not always significant, they are in at least half the
countries with information available.

Sex of head of household is the variable which
is significant in fewest countries (9 of 18). Notably,
the countries in which this variable is significant are
those with the lowest poverty levels (except for Costa
Rica), which tends to suggest that poverty becomes
feminized as it becomes less widespread in general or,
put another way, poverty reduction is slower among
female-headed households.

By looking at all the explanatory variables
simultaneously, it is possible to identify which is most
strongly associated with poverty. Area of residence
(urban or rural) is an interesting example, because
the associated odds ratio is lower than one in several
countries, suggesting that living in a rural area lowers
the probability of poverty, contrary to what might
be expected given the higher incidence of poverty in
rural areas. This finding suggests that there must be

= ] =atBx bt B,

Equation (3) is a linear equation in
which the dependent variable is the log

poverty will depend on the initial probability
value. This implies that the impact of an
explanatory variable on the probability
of poverty cannot be calculated without
choosing a baseline scenario.

an interaction with other variables, especially level of
education, in the relationship between poverty and rural
residence. So, the higher incidence of poverty in rural
areas appears to be linked to lower average schooling in
those areas, not the fact of living in a rural area by itself;
accordingly, a rural household’s probability of being poor
falls considerably as the head of household’s schooling
level rises. In fact, if the education variable is left out
of the regression, the probability ratio associated with
geographical area rises above one in most countries.
This observation does not hold true for the entire region,
however, since in Brazil, Panama and Peru the odds ratio
associated with geographical area is appreciably higher
than one, even when educational traits are included.
With respect to the magnitude of the parameters,
figure 1.9 shows the simple average of the (statistically
significant) values estimated for each country. The
variables that most increase a household’s probability
of being poor are, in order of magnitude, unemployment
of the head of household, lack of electricity or
belonging to an ethnic group. Based on the average of
the parameters estimated for those countries in which
they are significant, a household with an unemployed
head is almost three times as likely to be poor as a
household whose head is employed. Lack of electricity
or belonging to an ethnic group produces twice as high
a probability of poverty. The high impact of indigenous
identity on likelihood of poverty warrants particular
attention, because it is indicative of exclusion based
on a group identity, regardless of these groups’ more
limited access to education or to basic services.
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Figure 1.9
LATIN AMERICA: PARAMETERS OF THE ODDS RATIO
FOR POVERTY, 20112
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from household surveys conducted in the
respective countries.

2 Minimum and maximum values, as a simple average, of the statistically significant
parameters estimated for each country. The number between brackets shows the
number of countries in which the parameter is significant with respect to the total
number of countries for which the variable is available.

Conversely, the variables that most reduce a
household’s probability of being poor are number of
employed members and completion of the various
levels of schooling, which are, moreover, significant in
virtually all the countries. As well, the higher the level
of schooling attained, the greater the additional impact
in terms of reducing poverty probability.

As noted earlier, the parameters estimated in the
regression are linear with respect to the odds ratio, but
not with respect to the probability itself. This suggests
that the impact of a change in an explanatory variable on
the probability of being poor depends on the initial value
of that probability. The base scenario used to present
the findings is an urban household with four members,
including children under age 12, headed by a man aged
between 30 and 49 with complete secondary education
and a paid job, and no unmet needs in terms of water,
sanitary infrastructure or electricity. This scenario is then
used as a starting point to show how the household’s
probability of poverty varies in the event of a change
in some of the variables.

The first point to note in figure 1.10 is the high impact
of household size on poverty probability. Keeping all
the other traits constant, a household of five members
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has a probability of poverty between 1.2 and 1.7 times
higher than the baseline household. According to
this model, household size has the highest impact on
poverty probability in Argentina, Brazil, Chile, Panama
and Uruguay.

Figure 1.10 also confirms the strong impact which
education (represented by the schooling level of the
household head) has on the probability of being poor.
Except in countries where the baseline household has
a low poverty probability, completion of an additional
level of education reduces the probability of poverty quite
appreciably. For example, in most countries the poverty
probability associated with having completed secondary
education is only half that associated with not having
completed primary education.

The regression model used summarizes household
labour characteristics in two variables: the number
of persons employed and the employment status of
the head of household. As may be expected, the ratio
associated with the first variable is lower than one (the
more household members are employed, the lower
the probability of poverty) and it is significant in all
18 countries analysed. In turn, unemployed status of the
head of household increases the probability of poverty
and is significant in 14 countries.

Figure 1.10 shows the poverty probability associated
with different scenarios regarding the number of
employed household members; it may be observed
that one additional person joining the labour market
in the baseline household (composed of four persons
with one employed) reduces the probability of poverty
to half or less in most of the countries. These results
corroborate the importance of employment as a factor
in improving a household’s chances of rising out of
poverty, particularly in countries with lower poverty
levels. Even so, it must be borne in mind that a high
percentage of indigents and poor are employed, so
clearly the mere fact of being employed is not enough
to ensure that the household’s basic needs will be met.

In addition, the higher poverty probability arising
from larger household size and the decrease associated
with the number of employed household members are
similar in scale where the percentage of employed
household members remains constant. The probability of
poverty of a six-person household with three employed
members is similar to that of a four-person household
with two members employed (see figure 1.10).
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Figure 1.10
LATIN AMERICA (18 COUNTRIES): PROBABILITY OF HOUSEHOLD
POVERTY, BY HOUSEHOLD CHARACTERISTICS, 20112
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from household surveys conducted in the
respective countries.

2 Values correspond to an urban household with four members (except where indicated
otherwise), including children aged under 12, headed by a man aged between 30 and
49 with complete secondary education and paid employment, with no unmet needs
in terms of water, sanitary infrastructure and electricity.

The results for 2011 differ little from those arising
from surveys conducted at the end of the 1990s. At least
in average figures for the countries, the parameters
with higher values are the same are those mentioned
in this exercise: unemployed status of the head of
household and access to electricity.'* And, again,
the number of employed household members and the
head of household’s education were the variables that
most reduced the probability of household poverty
(see figure 1.11).

There was no evidence of great changes in the
magnitude of the parameters either, except in the case of
access to electricity and, to a lesser extent, the presence
of children in the household. Both variables —lacking
electric power or having children under age 12 in the
household— increased the probability of poverty, but
the effect was weaker in 2011 than in 1999. The effect
of education also decreased somewhat: the head of
household completing an additional level of schooling
produced a larger reduction in the probability of poverty
in 1999 than in 2011.

Figure .11
LATIN AMERICA: PARAMETERS OF THE ODDS RATIO
FOR POVERTY, 1999 AND 20112
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from household surveys conducted in the
respective countries.

@ Values correspond to an urban household with four members (except where indicated
otherwise), including children aged under 12, headed by a man aged between 30 and
49 with complete secondary education and paid employment, with no unmet needs
in terms of water, sanitary infrastructure and electricity. Includes only countries with
information available for both years.

14 The variable on belonging to an ethnic group was excluded from
this analysis, since only three countries had information on which
to base a comparison.
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C. Two complementing approaches to

absolute poverty

Poverty is a phenomenon that can be measured and analysed from different perspectives.

One is relative monetary poverty, which expands the traditional notion of absolute poverty to

encompass needs for adequate participation in society. As the region makes strides in reducing

absolute poverty, it is becoming increasingly important to consider this sort of need when

identifying the disadvantaged population.

Time shortage, as an important element in measuring well-being, offers an additional

perspective. Lack of time is especially damaging for the poor, because it deepens and reproduces

poverty, especially for women and children.

1. Relative monetary poverty

Whereas in developing countries poverty is usually
conceptualized and measured in terms of absolute
poverty, in developed countries it is more relevant to
examine poverty as a relative phenomenon. The notion
of relative poverty emerged as it became clear that
the absolute approach was inadequate to describe the
privations experienced by the population in developed
countries. It originated in a particular historical context
(the United Kingdom in the mid-twentieth century) in
which, although most families’ subsistence needs were
met, many had living standards far below those of the
general population, which excluded them from full
participation in society. The idea of relative poverty
expands the way poverty is conceptualized precisely in
order to encompass this type of deprivation, which may
be becoming more relevant in several Latin America
countries, especially in those where absolute poverty
has fallen, but inequality is still very high.

Taking the absolute approach to poverty measurement
means assuming the existence of an irreducible core of
poverty consisting of privations that would be viewed
as such in any society and that, therefore, do not depend
on the extent to which those needs are met in society
on average. The most obvious of these requirements
is food, because malnutrition can be understood as a

privation regardless of the context in which it occurs'

(Sen, 1983). The proponents of the relative approach
question the absolute approach because it is based on
a concept of well-being that considers only physical
subsistence needs but fails to give due attention to other,
social needs and ignores the fact that needs arise and
shift in the context of the societies to which individuals
belong. It is not, therefore, viable to list needs that are
applicable everywhere and at all times, regardless of
the structure and resources available within society
(Townsend, 1979, 1985).

In the relative poverty rationale, as societies improve
their living standards, it is no longer an urgent priority to
at least minimally satisfy their nucleus of basic needs, but
that is not to say that poverty no longer exists. People may
have sufficient resources to feed themselves and live in
decent housing, but not enough to participate adequately
in their societies’ customary activities (Townsend, 1979).
Relative poverty is seen in people being unable to afford
to visit friends or to turn on the heating, being unable to

15" For that very reason, the need for proper nourishment is an essential
part of measuring absolute poverty. The poverty line is based on
the cost of a basket of goods that meet food needs, plus the cost
of meeting other basic needs.
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maintain customary eating habits, not receiving visitors
or suffering more frequent poor health, or children
occasionally missing school (Townsend, 1985, p. 662).

As noted earlier, there is a consensus that a relative
definition of poverty is more suitable for higher-income
countries, because more advanced societies seek to
have the whole population share in the benefits of high
average prosperity. In turn, absolute measurements are
usually considered to be the most suited to the situation
in developing countries, since the challenge for them has
been to move larger segments of their populations over
basic thresholds of basic needs satisfaction. Accordingly,
this is the type of poverty indicators that have traditionally
been used in Latin America. A number of changes that
have taken place recently, however, suggest that relative
poverty measurements need to be explored in relation to
the region, especially in the relatively more developed
countries. Strictly speaking, in the last few years, average
standards of living have risen and absolute poverty
has fallen in the region, amid still very high levels of
inequality. The convergence of these phenomena could
not only precipitate a change in the measures and social
standards considered to represent poverty, but also fuel
sentiments of relative deprivation in broad segments of
the population, including among those who are not under
the absolute poverty line but lack sufficient resources to
participate fully in society.

The most common method for measuring relative
poverty is to determine a minimum income threshold, or
poverty line, as a percentage of the population’s median
income. The choice of percentage is discretionary, and
so most often relative poverty estimates are performed
using several values, typically 40%, 50%, 60% and
70% of median income.'®

A threshold set using this method can be raised in
real terms as the resources available to society increase.
The Statistical Office of the European Union (Eurostat)
and the Organisation for Economic Cooperation and
Development (OECD) measure relative poverty to monitor
social exclusion in Europe.

Researchers need to be aware that the relative poverty
approach can, however, produce some paradoxical results
(Rio Group, 2007). This is because the indicator identifies
the percentage of people who diverge excessively from
a central trend statistic —the median— but does not
represent an evaluation of the living standards observed
in that situation. Strictly speaking, the relative poverty
indicator reflects changes in distribution, not variations

16 Most often in this method, income is expressed in adult equivalent

units, not in per capita terms. This unit takes into account the fact
that the cost of meeting one person’s needs varies by sex, age and
household size. For simplicity’s sake, the analysis here is conducted
in per capita terms.

in average well-being. So, an increase in average income,
however large, does not reduce relative poverty unless
distribution improves at the same time. By the same
token, a fall in income across the board may not increase
poverty and may even reduce it, if it occurs alongside an
improvement in distribution.!”

These caveats aside, it is interesting to examine the
extent to which the quantification of relative poverty
used in developed countries provides useful information
on living standards in Latin America. With that in
mind, three relative poverty lines are used: 50%, 60%
and 70%, respectively, of median per capita income.

Figure .12 shows the values obtained for the relative
poverty lines, expressed in relation to the absolute poverty
line. The first point to note is that, in most of the region’s
countries, relative poverty lines are below absolute
poverty lines, as shown by the values less than 1 on the
vertical axis of the figure. The rationale of the relative
poverty approach suggests that this method is not suitable
for countries which give this type of result. Since the
point of relative poverty measurement is to broaden the
concept of poverty to include additional needs relating
to engagement in society, it must necessarily portray an
increase in monetary thresholds over the absolute measure.
Therefore, the traditional methodology cannot be applied
for every country in the region.

Figure 1.12
LATIN AMERICA (18 COUNTRIES): RATIO BETWEEN RELATIVE
POVERTY LINE AND ABSOLUTE POVERTY LINE,
MOST RECENT YEAR AVAILABLE 2
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° Urban areas.

17" However, using a relative poverty line is not equivalent to measuring

inequality and should not be taken to imply that poverty cannot be
eradicated (Foster, 1998).
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Figure 1.13 shows the relative poverty incidence
that results from applying the poverty lines estimated
above, and the incidence of absolute poverty. Here, the
conventional means of relative poverty measurement
produces very similar results for the various countries
in the region. Applying a threshold of 60% of median
per capita income, poverty rates vary between 23% and
33%. This small dispersion also occurs with thresholds
of 50% or 70% of median income. These results contrast
sharply with those obtained using the threshold of absolute
poverty, which gives values that range from less than
10% to almost 70%. The European countries, too, found
that a very limited data dispersion was obtained using
the conventional method, and this has recently led to
the introduction of a multidimensional measurement of
relative poverty in the European Union (see box 1.5).

The data also confirm that the indicator used in the
European Union is closer to an indicator of inequality than
one of poverty. In fact, the rate of correlation between
absolute and relative poverty rates is 0.6, compared with
0.8 for the correlation between relative poverty and the
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Figure 1.13
LATIN AMERICA (18 COUNTRIES): INCIDENCE OF RELATIVE
POVERTY AND ABSOLUTE POVERTY, AROUND 20112
(Percentages)
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Gini index.

° Urban areas.

Box 1.5

MULTIDIMENSIONAL MEASUREMENT OF RELATIVE POVERTY IN THE EUROPEAN UNION

A multidimensional measurement of
poverty has been proposed as a way
to overcome some of the problems with
relative monetary poverty measurement.
Multidimensional measurement is based on
indicators of deprivation that identify goods
and activities whose lack denotes relative
poverty. This line of work was explored
initially by Mack and Lansley (1985) and
Gordon and others (2000).

Following this approach, the European
Union recently created a multidimensional
relative poverty indicator to assess fulfilment
of the target of lifting at least 20 million
people out of poverty and exclusion, an
aim set under the Europe 2020 strategy.
The indicator includes both monetary
and non-monetary measures. The non-
monetary measures were proposed by Guio
(2009), on the basis that income-based
measurements did not properly reflect the
diversity of living standards in the European
Union, especially after intakes of member
countries in 2004 and 2007.

The indicator is an index aggregating
three measures: (i) the at-risk-of poverty rate

(threshold set at 60% of median income),
(ii) a material deprivation index, and (iii) the
percentage of those aged 0O to 59 years
living in households in which none of the
members aged between 18 and 59 years
work or whose working-age members
have a low work intensity (Atkinson and
others, 2010).

Material deprivation was defined as
not having the goods and services socially
perceived to be necessary or being able to
participate in activities which are customary
in the particular society. For building material
deprivation indicators, information was
compiled on the extent to which people
are prevented from having certain goods
they wish to have or participating in society
activities to the extent they would like by
factors outside their control (Fusco, Guio
and Marlier, 2010). The items chosen related
to families’ ability to afford: (i) to deal with
unexpected expenses, (i) to take at least
one week of vacation away from home, (iii)
to pay debts (mortgages, rents, loans), (iv)
to eat meat or a protein equivalent at least
every second day, (v) to keep their home

adequately warm, (vi) a washing machine,
(vii) a colour television set, (viii) a telephone,
and (ix) a car. The percentage considered
deprived in the multidimensional indicator
are those who cannot afford at least three
of the nine items (Guio, 2009).

The adoption of a multidimensional
indicator has generated heated debate in
the European Union. Atkinson, Marlier and
Wolf (2010) argue that selecting a particular
set of dimensions is equivalent to attributing
zero weight to other aspects which are not
included, and question whether the various
items should be weighted the same in the
different countries. The inclusion of material
items has also been questioned on the
basis that the social meaning of goods and
activities essential for social participation
differs from one country to another (Till and
Eiffe, 2010). In turn, Fusco, Guio and Marlier
(2010) warn that this method combines
diverging concepts of poverty (income as
opposed to deprivation) and mixes different
standards for making them operational
(the situation in one country relative to a
European standard).
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Box 1.5 (concluded)
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EUROPEAN UNION (30 COUNTRIES): INCIDENCE OF MULTIDIMENSIONAL POVERTY AND
AT-RISK-OF-POVERTY RATE, 2009 AND 2010
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In any case, Fusco, Guio and Marlier
(2010) acknowledge the fact that the
rates of variation generated on the basis
of the multidimensional poverty indicator

Source: Economic Commission for Latin America and the Caribbean (ECLAC).

Although this method of measuring relative poverty
is not suitable for the entire region, it provides useful
information for certain countries. Adopting the 60%
median line as an indicator of the cost of meeting social
needs yields six countries with relative poverty rates
above absolute poverty. These are Argentina, Brazil,
Chile, Costa Rica, Panama and Uruguay.

are higher than those obtained from the
low-income rate (see figure above). On the
basis of these findings, the multidimensional
indicator appears better for capturing the

differences in living standards from one
country to another as well as the distribution
of wealth within each.

There are differences in the way relative and absolute
poverty have evolved in those six countries. Relative poverty
decreased between 2002 and 2010, but not as much as
absolute poverty. This is consistent with the point made
previously: it is more difficult to reduce relative poverty,
because it requires the incomes of the poorest not only to
rise, but to rise by more than the incomes of the wealthiest.

Figure 1.14
LATIN AMERICA (6 COUNTRIES): CHANGES IN ABSOLUTE POVERTY AND RELATIVE POVERTY, 2002-2011
(Percentage points)
A. Absolute poverty A. Relative poverty (60% of the median)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations of data from household surveys conducted in the respective countries.

2 Urban areas.
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In 2002, the relative poverty line (with the threshold
set at 60% of the median) was higher than the absolute
poverty line in only three countries (Chile, Costa Rica and
Uruguay). So, insofar as the trend towards lower absolute
poverty continues in the region, it becomes increasingly
important to take the relative perspective into account in
poverty measurement.

Lastly, it must be borne in mind that the absolute poverty
measurements prevailing in the United Kingdom when
the proposals on relative deprivation were developed were
based on minimum consumption baskets. These baskets
originated in the works of Booth (1892 and 1897) and
Rowntree (1901, 1936 and 1951), and included basically
subsistence goods. For example, Rowntree’s work of 1936
included: (i) intake of food to maintain health and the
ability to work; (ii) a house with three bedrooms, a living
room, kitchen and bathroom; (iii) clothing fit to maintain
bodily health, and (iv) cleaning materials and repair or
replacement of household utensils. Although Rowntree
also included non-subsistence goods (newspapers, books,
radio, beer, tobacco, holidays and gifts), this model did
not afford a key place to aspects of relative deprivation;
rather, its purpose was to capture what were considered

2. Time poverty

Time use is important for analysing poverty and well-
being. Poverty is deprivation in dimensions that are
indispensable for meeting basic needs and for enabling
people to function. Time devoted to paid work generates
resources to cover basic material needs, and time spent on
household work meets needs for self-care and the care of
other household members. In turn, household well-being
is a function of its levels of income and consumption as
well as decisions about time spent on unpaid work, in
addition to which households need a minimum of hours
to carry out domestic and care tasks, as well as time for
rest and leisure.

The allocation of resources, functions and time within
households reflects inequalities in the preferences and
power of individuals. So time deprivation has harmful
impacts on the poor, because it deepens and reproduces
poverty, especially for women and children. There are
several reasons for this: (i) members of poor households
are employed in low-productivity work and must work
longer to provide themselves with basic goods and services;
(i1) the poor lack access to substitutes for the performance
of domestic work, which limits women’s possibilities of
labour-market participation; (iii) the pressure to generate
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at the time to be minimum subsistence needs (Linsley
and Linsley, 1993).

Although the method commonly used to measure
absolute poverty is inspired by the work of Rowntree, it
qualifies the type of needs. First, the food basket takes
into consideration the habits prevailing in society. The
way in which households assemble the calories they need
varies from one country to another and, in higher-resource
countries, households purchase more expensive calories.
Non-food needs are not specified directly, but correspond
to the spending ratio observed in households close to the
poverty line. This ratio, known as the Orshansky ratio,
tends to rise with income level, owing party to changes
in relative prices (in developed countries non-tradable
goods are more expensive) and partly changes in habits
and tastes at higher levels of purchasing power. So absolute
poverty lines calculated in this way already encompass
part of relative needs.

It may be concluded, then, that the absolute poverty
method commonly used is capable of incorporating some
elements of relative poverty. The extent to which the
results differ will depend on how, and how often, the
thresholds are updated.

resources to meet basic needs increases the amount of
time spend on paid work and displaces rest time; (iv)
an adverse occurrence that requires more work cuts into
care time, which affects other aspects of well-being (for
example, child development), and (v) shortage of adult
time to generate resources leads to use of children’s time,
and even to children working, sacrificing their education
and recreation, and this reproduces poverty.

Time spent on care tasks and unpaid work has not yet
been systematically incorporated into poverty analysis in
the region. Examining this aspect would add depth to the
analysis of poverty and gender inequalities and should
be a consideration in policymaking. Time use can be
studied in terms of its links with poverty as a dimension
in a multidimensional poverty index, or in terms of its
objective and subjective expressions. To draw an analogy
with monetary resources, time poverty can be measured
similarly to monetary poverty. For example, time poverty
may be defined as the lack of time for rest and leisure,
owing to an excess of time spent on work and domestic
tasks, and it can be estimated using an absolute or a relative
approach. Both can be used to measure the prevalence,
depth and severity of poverty.
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Pioneering work was conducted in this field by
Vickery (1977). This author used the absolute approach
and defined time poverty as lack of time for households
to manage everything they have to do (for example,
care work and domestic production). MO is taken to
be the monetary poverty threshold and TO the time
poverty threshold, so that a household whose time
available to do everything it needs to do is less than TO
is time-poor. If the household’s disposable income is
less than MO, it is resource-poor. The problem lies in
the trade-off between time and income, since to raise
a poor household’s income above MO, its time has to
be reduced to less than TO. Conversely, if a household
slightly above the monetary poverty line tries to increase
its free time to a value equal to or greater than TO, its
income will fall below MO. Therefore, a poverty threshold
that incorporates time and money must have a minimum
monetary level (M0), a minimum time value (T0) and
a trade-off between the two.

Burchardt (2008) developed a time-income index based
on the absolute approach, which combines obligations,
resources, disposable income (Y) and available time (T).
Disposable income is the net amount available after paying
for goods and services needed to meet obligations, and
time available is the amount of time left after paid and
unpaid work. Households thus have a range of alternatives
(a, b, c...n) of time allocation to paid and unpaid work.
If all the options (a, b, c...n) produce income above the
income poverty threshold and available time above the
time poverty threshold, households are time poverty free
and income poverty free. If not, they are what Burchardt
terms “capability-poor”.

Bardasi and Wodon (2006) adopt a relative approach
to measuring time poverty in Guinea, defining it as the
lack of time for rest and leisure after taking into account
the time spend on paid and unpaid work. Operationally
speaking, measurement is based on time use distribution
in the population, with two thresholds: the first 1.5 times
the median number of hours of paid and unpaid work (70.5
hours per week) and the second twice the median value.

Merz and Rathjen (2009) built a multidimensional
poverty measurement on the basis of income and free
time, measured in relative terms. They started from the
assumption that a rational individual maximizes his or
her utility or satisfaction as a function of consumption (C)
and leisure (L), subject to time and budget restrictions,
and they used the criterion of satisfaction with life to
evaluate the effects of substitution between leisure time
(L) and income (I). The time poverty threshold was set
at 60% of median free time (the sum of time devoted to
social life, sport, hobbies and culture consumption). As a
first step, they quantified the trade-off between time and
income using a constant elasticity of substitution utility

function. Then the multidimensional poverty threshold
was set at the utility point where the time and income
thresholds meet and, lastly, individuals were classified
in different poverty regimes (see diagram I.1).

Diagram I.1
MULTIDIMENSIONAL POVERTY THRESHOLD
AND POVERTY REGIMES

60% 2
median S ()
leisure time
1 5
3
60% median income
; ) Multidimensional
Regime Income poverty Time poverty poverty
1 Yes Yes Yes
2 Yes No Yes
3 No Yes Yes
4 Yes No No
5 No Yes No
6 No No No

Source: J. Merz. and T. Rathjen, “Time and income poverty. An interdependent
multidimensional poverty approach with German time use diary data”, SOEP
papers on Multidisciplinary Panel Data Research, No. 215, 2009.

Note: S (T) = Multidimensional poverty threshold.

Recent empirical evidence on income-time relations
from the absolute and relative approaches applied in
developed and developing countries outside the region
suggests that: (i) a weak negative association has been
found between income and time; those with more
income have less free time (Burchardt, 2008; Bardasi
and Wodon, 2006); (ii) the population poor in both time
and income represents a very small proportion of the
total population (1.92% in the United States and 2.5%
in Germany) (Kalenkoski, Hamrick and Andrews, 2008;
Merz and Rathjen, 2009); (iii) only a minority of the
income-poor in the United States are also time-poor
(16.4%) (Kalenkoski, Hamrick and Andrews, 2008),
and (iv) the probability of both time and income poverty
is higher among women (Burchardt, 2008; Merz and
Rathjen, 2009), single adults and those with more
children (Burchardt, 2008).

A number of difficulties arise with measuring time
poverty, including how to conceptualize it and determine
standards and thresholds. On the first point, Goodin
and others (2005) state that time poverty should not be
defined in terms of the way people spend their time and
how much free time they have left, but in terms of the
time they strictly need to spend in comparison with the
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time they have available to spend. These authors propose
that people spend more time than is strictly necessary on
paid and unpaid work and much of the time pressure they
perceive is discretionary. Time poverty should therefore
be understood as a lack of discretionary time once
needs have been met (or the time potentially available
for people to do what they want), and standards should
be defined as the amount of time strictly necessary for
people to perform the unavoidable activities of daily
life (paid and unpaid work, personal care and others).

On the second point, standards and thresholds,
Burchardt (2008) and Goodin and others (2005) point
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Annex
Table I.A-1
LATIN AMERICA (18 COUNTRIES): POVERTY AND INDIGENCE INDICATORS, 1990-2011 2
(Percentages)
Poverty ® Indigence
Country Year Households Population Households Population
Incidence (H) Incidence (H) Gap (PG) Ga?F%q_lgza)red Incidence (H)  Incidencia (H) Gap (PG) Ga;()F%qlgze;red
Argentina © 19909 16.2 21.2 7.2 3.5 3.5 5.2 1.6 0.8
1999 16.3 23.7 8.6 4.4 4.3 6.7 2.2 1.1
2004 27.3 34.9 16.0 10.0 11.7 14.9 6.8 4.6
2010 6.3 8.6 3.4 2.1 2.4 2.8 1.4 1.0
2011 4.3 5.7 2.3 1.5 1.8 1.9 1.1 0.8
Bolivia (Plurinational State of) 1989°¢ 48.9 52.6 24.5 15.0 21.9 23.0 9.8 6.2
1999 54.7 60.6 33.9 241 32.6 36.5 20.3 14.7
2002 55.5 62.4 34.4 23.8 31.7 37.1 19.5 13.5
2009 36.3 42.4 19.8 12.7 18.2 224 11.0 7.3
Brazil 1990 41.4 48.0 23.5 14.7 18.3 23.4 9.7 5.5
1999 29.9 37.5 17.0 10.2 9.6 12.9 5.3 3.3
2001 30.0 37.5 17.4 10.7 10.0 13.2 5.8 3.8
2009 19.3 249 10.5 6.2 5.7 7.0 3.2 2.2
2011 16.2 20.9 8.8 5.4 5.2 6.1 3.1 2.3
Chile 1990 33.3 38.6 14.9 8.0 10.7 13.0 4.4 2.3
1998 17.8 21.7 7.5 3.8 4.6 5.6 2.0 1.1
2003 156.3 18.7 6.3 3.2 3.9 4.7 1.7 1.0
2009 9.8 1.5 4.0 2.2 3.3 3.6 1.6 1.0
2011 9.2 11.0 3.6 1.9 3.0 3.1 1.3 0.9
Colombia 1994 47.3 5215 26.6 17.5 25.0 28.5 13.8 9.1
1999 48.7 54.9 25.6 15.7 23.2 26.8 1.2 6.9
2002 f 422 49.8 21.9 12.8 14.3 17.8 6.8 3.7
20101 30.4 37.3 16.2 8.5 9.6 12.3 4.6 2.6
20111 27.7 34.2 18.5 7.3 8.4 10.7 3.8 2.0
Costa Rica 1990 23.6 26.3 10.7 6.5 10.0 101 4.8 3.4
1999 18.2 20.3 8.1 4.8 7.6 7.8 3.5 2.3
2002 18.6 20.3 8.4 5.2 7.7 8.2 3.9 2.7
20109 16.0 18.5 6.8 3.8 5.8 6.8 2.7 1.7
20119 16.0 18.8 71 4.0 6.3 7.3 3.0 1.9
Dominican Republic 2002 422 471 20.9 12.6 18.2 20.7 8.8 5.3
2010 38.0 41.4 18.7 111 19.3 209 8.2 4.6
2011 38.7 42.2 18.4 10.8 18.9 20.3 7.9 4.5
Ecuador © 1990 55.8 62.1 27.6 15.8 22.6 26.2 9.2 4.9
1999 58.0 63.6 30.1 18.2 27.2 31.3 11.5 6.3
2002 42.6 49.0 20.8 11.8 16.3 19.4 6.9 3.7
2010 31.4 371 14.2 7.5 11.9 14.2 4.6 2.4
2011 27.9 32.4 11.4 5.7 9.0 10.1 3.3 1.7
El Salvador 1995 47.6 54.2 24.0 14.3 18.2 21.7 9.1 5.6
1999 43.5 49.8 229 14.0 18.3 21.9 9.4 5.8
2001 42.9 48.9 22.7 14.0 18.3 221 9.5 5.8
2010 40.2 46.6 18.8 10.0 13.3 16.7 5.2 2.3
Guatemala 1989 63.0 69.4 35.9 23.1 36.7 42.0 18.5 11.2
1998 5315) 61.1 27.3 156.4 26.1 31.6 10.7 (&l
2002 52.8 60.2 27.0 15.4 26.9 30.9 10.7 5.5
2006 46.7 54.8 25.5 156.2 22.7 29.1 11.3 5.9
Honduras 1990 75.2 80.8 50.2 35.9 53.9 60.9 31.5 20.2
1999 74.3 79.7 47.4 32.9 50.6 56.8 27.9 17.5
2002 70.9 77.3 45.3 31.2 471 54.4 26.6 16.2

2010 61.2 67.4 36.6 242 37.0 42.8 20.1 1241



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

Table I.A-1 (concluded)

Poverty ® Indigence
Country Year Households Population Households Population
Incidence (H)  Incidence (H)  Gap (PG) Ga?FséqT“S'ed Incidence (H)  Incidencia (H)  Gap (PG) Ga‘(’FséqT“ged
Mexico 1989 39.0 47.7 18.7 9.9 14.0 18.7 5.9 2.8
1998 38.0 46.9 18.4 9.4 13.2 18.5 5.3 2.2
2002 31.8 39.4 13.9 6.7 9.1 12.6 3.5 1.4
2010 29.3 36.3 12.8 6.3 9.8 13.3 4.1 1.9
Nicaragua 1993 68.1 73.6 41.9 29.3 43.2 48.4 24.3 16.2
1998 65.1 69.9 39.4 27.3 40.1 44.6 22.6 15.1
2001 63.0 69.4 37.1 245 36.5 425 19.2 12.0
2009 52.0 58.3 26.1 15.2 25.1 29.5 11.7 6.3
Panama 1991 ¢ 26.1 31.0 12.8 7.6 9.5 10.8 5.0 3.3
1999 ¢ 15.8 19.5 7.0 3.8 4.6 515) 2.2 1.3
2002 30.0 36.9 16.8 10.2 14.4 18.6 7.6 4.3
2010 19.4 25.8 10.6 5.9 8.9 12.6 4.6 2.3
2011 19.8 25.3 10.4 5.9 9.4 12.4 4.7 245
Paraguay 1990M 36.8 43.2 16.1 8.0 10.4 13.1 3.6 1.5
1999 50.3 59.0 29.1 18.4 25.0 31.8 141 8.6
2001 50.7 59.7 28.7 18.0 25.2 31.3 13.7 8.3
2010 48.0 54.8 25.4 15.5 26.0 30.7 12.9 7.6
2011 43.8 49.6 23.5 14.5 23.9 28.0 12.2 7.3
Peru 1997 40.4 47.5 20.7 12.0 20.3 25.0 10.1 5.6
1999 42.3 48.6 20.6 11.7 18.7 22.4 9.2 51
2001! 48.7 54.7 24.7 14.5 20.4 24.4 9.6 5.2
2010! 27.0 31.3 1.1 515) 8.2 9.8 2.8 1.2
2011" 24.8 27.8 9.9 4.9 585) 6.3 1.8 0.8
Uruguay © 1990 11.8 17.9 5.3 2.4 2.0 3.4 0.9 0.4
1999 5.6 9.4 2.7 1.2 0.9 1.8 0.4 0.2
2002 9.3 185 4.5 1.9 1.3 25 0.6 0.2
2010 5.0 8.6 23 0.9 0.7 1.4 0.3 0.1
2011 4.5 6.7 1.8 0.7 0.9 1.1 0.3 0.1
Venezuela (Bolivarian Republic of) 1990 34.2 39.8 15.7 8.5 11.8 14.4 5.0 25
1999 44.0 49.4 22.6 13.7 19.4 21.7 9.0 5.5
2002 43.3 48.6 221 13.4 19.7 222 9.3 o
2010 23.7 27.8 9.9 5.3 9.3 10.7 3.9 2.4
2011 25.3 29.5 10.5 585) 10.0 11.7 4.2 2.4
Latin America’ 1990 41.0 48.4 17.7 22.6
1999 35.4 43.8 141 18.6
2002 36.1 43.9 14.6 19.3
2010 24.4 31.0 9.3 121
2011 23.1 29.4 8.9 1.5

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations of data from household surveys conducted in the respective countries.
2 H: headcount ratio. PG: Poverty gap. FGT2: Foster, Greer and Thorbecke index.

® Includes households (individuals) living in indigence or extreme poverty.

¢ Urban areas.

d Greater Buenos Aires.

¢ Eight departmental capitals plus the city of El Alto.

' Figures from the National Administrative Department of Statistics (DANE) of Colombia, not comparable with those of earlier years.
9 Figures not comparable with those of earlier years, owing to changes in the survey used.

h Metropolitan area of Asuncién.

I Figures from the National Institute of Statistics and Informatics (INEI) of Peru. Figures not comparable with those of earlier years.

) Estimate for 18 countries of the region plus Haiti.
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Distribution inequality and perceptions

A. Recent progress in reducing
distribution inequality

Figures through 2011 confirm the trend towards better income distribution. But the changes

are slight, and Latin America is, in general, still a highly unequal region. Labour income

inequality is directly related to job category.

1. Per capita income inequality

One of the major challenges still facing Latin America is
how to bring down its high levels of income distribution
inequality. In most of the countries, a large share of all
income is concentrated in a small segment of the population
while the poorest receive a very small proportion. The
simple average of figures for the 18 countries on which
relatively recent data are available shows that the wealthiest
10% of the population receives 32% of total income while
the poorest 40% receives 15% (see figure I1.1).

While inequality is high throughout the region,
it varies in degree from country to country. In 7 of
the 18 countries examined (Brazil, Chile, Colombia,
Dominican Republic, Honduras, Guatemala and
Paraguay), the wealthiest 10% of the population receives
nearly 40% of all income while the share going to the
poorest 40% ranges between 11% and 15%. In Costa
Rica, Panama and the Plurinational State of Bolivia the
share going to the poorest segment is similar, although
the percentage for the top decile is slightly smaller. In

Argentina, Ecuador, El Salvador, Mexico, Nicaragua
and Peru, the values at the lower end of the distribution
are higher (16% to 17%) and those for the wealthiest
10% are somewhat lower (in the area of 30%). Income
concentration is lowest in the Bolivarian Republic of
Venezuela and Uruguay, with shares at each end on
the order of 20% to 23%.

The synthetic indicators of inequality paint a similar
picture (see box II.1). With few exceptions, the ratios set
out herein (the standard ones for gauging distribution
inequality) show high average concentration and confirm
the aforementioned ranking of countries (see figure I1.2).
While several indicators point to high inequality with
a certain degree of intraregional heterogeneity, caution
is due when comparing income distribution across
countries. All of the comparisons herein are based on
statistical data from household surveys, but there are
some differences in survey methodology from one country
to the next.



82

Figure I1.1

LATIN AMERICA (18 COUNTRIES): INCOME DISTRIBUTION
BY GROUPS OF DECILES, MOST RECENT YEAR @

Economic Commission for Latin America and the Caribbean (ECLAC)

Figure 11.2

LATIN AMERICA (18 COUNTRIES): INEQUALITY ACCORDING TO
DIFFERENT INDICATORS, MOST RECENT YEAR 2
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from household surveys conducted in the

respective countries.

2 Figures are for 2011, except for El Salvador (2010), Guatemala (2006), Honduras
(2010), Mexico (2010), Nicaragua (2009) and the Plurinational State of Bolivia (2009).

° Urban areas.
¢ Simple average.

basis of special

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the

tabulations of data from household surveys conducted in the

respective countries.

a Data for 2011, except

° Urban areas.
¢ Simple average.

Box II.1

for EI Salvador (2010), Guatemala (2006), Honduras (2010),

Mexico (2010), Nicaragua (2009) and the Plurinational State of Bolivia (2009).

INDICATORS FOR MEASURING DISTRIBUTION INEQUALITY

A wide range of indicators can be used to
measure the degree of concentration of
a given income distribution. This chapter
uses three of the best-known inequality
indicators:

Gini coefficient:

n_n

ZZ‘)&--)@‘

i=1 j=1

G-
2n"u

Atkinson index:

Theil index:
1 n y y
T=— ’log(’J

where n = population size, yi = per capita
income of the ith individual, p = mean income,
and log = natural logarithm.

The Gini coefficient is the best-known
of the indicators used to measure income
distribution. Its formula is expressed
graphically because it corresponds to the
area between the Lorenz curve and the
equidistribution line. The greater the income
concentration, the larger the area and the
higher the value of the indicator.

Despite its popularity, the Gini coefficient
does not satisfy the transfer sensitivity axiom,
which is a desirable property for inequality
indicators. According to this principle,
inequality should decrease more in response
to a progressive transfer of income (that is,
from a wealthier household to a poorer one)
between poor individuals than when the
transfer is between rich individuals. That is
why the measure should be complemented
with other indicators that meet this property,
such as the Theil and Atkinson indices.

For all three indicators, the higher the
value the greater the degree of inequality.
Nevertheless, while the Gini coefficient
and the Atkinson index take values in the
range of zero to 1 (where zero is absolute
equality and 1 is absolute inequality), the
maximum Theil index value is the logarithm of
population size, which exceeds the value 1.
The Atkinson index formula uses an additional
parameter, inequality aversion (g). The greater
the value used, the higher the weight given
to observations in the lower part of the
distribution.

All inequality indicators are ordinal, so
their values cannot be compared. Because
each of them measures partial aspects of
inequality, they can generate different rankings
for the same distribution. The ranking of a
group of distributions can be considered
definitive only if it does not vary between
indices. It is therefore best to see inequality
indices as complementary to each other and
analyze the findings together.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Frank Cowell, “Measuring inequality”, LSE Handbooks in Economics, Prentice Hall, 2000.

The region does have high levels of distribution
concentration, but there has been progress over the past
few years. While not so noticeable over short periods, a
comparison with the early 2000s reveals a clear downtrend
in inequality. This movement has been a hallmark of
the development process in Latin America over the
past 10 years. Falling inequality during the 1990s broke

the pattern of income concentration that had prevailed
for at least 20 years.

According to the most recent figures, 2011 brought a
slight, but statistically significant, decline in inequality that
was, nonetheless, statistically significant only in Argentina,
Brazil, Colombia, Ecuador and Uruguay. There was no
worsening of distribution. In the rest of the countries
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(including those where the Gini coefficient was slightly
higher than in 2010), the new levels are not statistically
different from the previous year’s (see figure I1.3).

Figure 1.3
LATIN AMERICA (12 COUNTRIES): GINI COEFFICIENT, 2010-2011 @

0.65 7]
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0.35
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2010

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

2 Data for urban areas in Argentina. Data for 2010 are from 2009 in Brazil and Chile.

A comparison of recent findings with data from around
2002 confirms a marked trend towards improved distribution.
Figure I1.4 shows clearly that most of the countries of the
region are not just below the diagonal (with inequality
indices lower in 2011 than in 2002), they are well below
it. The Gini coefficient fell by at least 1% per year in
9 of 17 countries. The countries with the most significant
decreases were Argentina, the Bolivarian Republic of
Venezuela, Nicaragua and the Plurinational State of Bolivia,
all of which saw their Gini coefficient fall by more than
2% a year. Even though the inequality indicators for the
Dominican Republic and Costa Rica did not improve, they
did not go up appreciably, either (see figure 11.4).

The economic crisis that broke out in 2008 and had its
greatest impact on GDP in 2009 had no particular effect on
the improvement in distribution. As with the poverty rate,
this behaviour of distribution during a cycle episode differs
from the pattern most frequently seen in similar situations
in prior decades, when distribution usually worsened (often
significantly) and recovery took several years.

As income distribution improved in Latin America,
income concentration rose in the developed countries.
According to the Organisation for Economic Cooperation
and Development (OECD, 2011), the Gini coefficient
for OECD countries went from 0.29 in the mid-1980s
to 0.316 in the late 2000s —an increase of nearly 10%. It
rose significantly in 17 of the 22 countries with long-term
series available.
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Figure 1.4
LATIN AMERICA (18 COUNTRIES): INEQUALITY,
2002-MOST RECENT YEAR 2
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from household surveys conducted in the
respective countries.

2 Data for urban areas in Argentina, Ecuador and Uruguay. Data for 2002 are from 2002
except for Brazil, El Salvador, Nicaragua, Paraguay and Peru (2001), Argentina (2004)
and Chile (2000). Data for the most recent year are from 2011 except for Costa Rica,
Nicaragua and the Plurinational State of Bolivia (2009), El Salvador, Honduras and
Mexico (2010) and Guatemala (2006).



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

The decrease in inequality means that income
for the wealthiest grew more slowly than income for
those who have less. Figure I1.5 shows growth in real
income, ranked by household income percentile; the
percentage increase in income is inversely proportional
to income level. The improvements in distribution
took place in a context of rising average income for
virtually all population groups. It is this distribution
trend that brought the poverty rate down by more than
would have been achieved with higher average income
alone, both in recent years (see chapter I for growth
and distribution effects) and over the past 10 years (see
ECLAC, 2011). In some countries (especially those
where inequality decreased the most) income for the
wealthiest households fell in real terms.

2. Labour income inequality

Paid work is the principal source of household income,
accounting for, on average, three fourths of the total. Unequal
distribution of labour income is the chief determinant of
income inequality. Particular attention should therefore
be paid to this source of income (ECLAC, 2012).

At the regional level, the simple average of the Gini
coefficient for labour income for employed persons is
similar to the simple average of per capita income. At
the country level, however, the relationship between the
degrees of concentration of both variables can differ.
In half of the countries examined, per capita income
inequality is higher than labour income inequality per
employed person. The most striking differences are in
Argentina and the Bolivarian Republic of Venezuela,
where they are nearly one tenth of the Gini coefficient
(see figure 11.6).

A breakdown of labour income shows that the
degree of inequality varies markedly according to
occupational category. In all of the countries reviewed,
the Gini coefficient for employee wages and salaries
was lower than the earnings of own-account workers
(see figure 11.7).

Figure 1.5
LATIN AMERICA (9 COUNTRIES): ANNUAL INCOME GROWTH
RATE BY PERCENTILES IN COUNTRIES WITH THE LARGEST
DECLINE IN INEQUALITY, 2002-2011 2
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the

basis of special tabulations of data from household surveys conducted in the
respective countries.

2 Data for 2002 are from 2002 except for Brazil, El Salvador, Nicaragua and Peru (2001)

and Chile (2000). Data for 2011 are from 2011 except for El Salvador, Nicaragua and
the Plurinational State of Bolivia (2009).

© Urban areas.

Figure 11.6
LATIN AMERICA (18 COUNTRIES): GINI COEFFICIENT FOR
LABOUR INCOME PER EMPLOYED PERSON AND FOR
PER CAPITA INCOME, MOST RECENT YEAR @

.85 - = = == == === m e e e e e
L R R ¥ N N

0554+ - - - R L

N FTYX X ,
0;4_,,_1“600‘?” ,,,,,,,,,,,,,,,,,,,,, °

040 F - -l mmm e
0.35-71 777777777777777777777777777777777777777777777777
0.30 T T T T T T T T T T T T T T T T T T T 1
o 2 > &= © = © © =3 o © O O = S > 12 © ©
ol s o so a ©
so @ & 8 © § 3 E § & 5 50N § 8% 8 g s
2af 2 8 % 3 s FESSe S @ » 5 E 2
N € 5 3 > & c o 5 = o ® T o o
e § £ © & 5 & ®© s 2 ms c & c 2
ST 8 S W g § S oa 3 o § § o8 g
>35 < o m < B 5 (9] c
3] =2 £ =
= S S <
[s]

@ Labour income per employed person Per capita income

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

2 Data are from 2011, except for El Salvador (2010), Guatemala (2006), Honduras (2010),

Mexico (2010), Nicaragua (2009) and the Plurinational State of Bolivia (2009).
 Urban areas.
¢ Simple average.
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Figure 1.7
LATIN AMERICA (18 COUNTRIES): GINI COEFFICIENT OF
EMPLOYEE WAGES AND SALARIES AND OWN-ACCOUNT
WORKER EARNINGS, MOST RECENT YEAR 2
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Gini coefficient for wages and salaries

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

2 Data from 2011, except for El Salvador (2010), Guatemala (2006), Honduras (2010),

Mexico (2010), Nicaragua (2009) and the Plurinational State of Bolivia (2009).

The more unequal distribution of self-employment
earnings reflects the marked heterogeneity of activities
carried out by the self-employed, ranging from low-
skilled, informal jobs in very low productivity settings
to professionals and partners in large and medium-sized
formal establishments.

Labour income makes up such a high proportion of
total per capita income inequality that it is no surprise
that it also accounts for most of the improvement in
distribution between 2002 and 2011. With a few exceptions,
changes in the Gini coefficient for the distribution of
both kinds of income have been very similar in all of
the countries reviewed.

In most of the countries examined, the decrease in the
Gini coefficients for wages and salaries has been sharper
than for self-employment earnings (or the increase has

3. The employed

The placement of employed persons along the income
distribution is not random. The strata have well-
differentiated profiles according to the variables associated
with individuals, be they personal attributes or other
factors linked to their insertion in the production system.

The average age of employed persons is clearly
associated with income; average age increases along with
income quintile. This relationship seems to stem from
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been smaller). Only in Argentina, Chile, Costa Rica and
Mexico did the opposite happen. In cases like El Salvador
and the Plurinational State of Bolivia, the drop in wage
concentration even offset the increase in the concentration
of self-employment earnings. The opposite took place in
Mexico (see figure 11.8).

Figure 11.8
LATIN AMERICA (17 COUNTRIES): GINI COEFFICIENT
FOR LABOUR INCOME, 2008-2011
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from household surveys conducted in the
respective countries.

@ Data for 2008 are from 2008 except for Argentina and Chile (2006), El Salvador (2004),
Honduras (2007), Nicaragua (2005) and the Plurinational State of Bolivia (2007). Data
for 2011 are from 2011 except for Costa Rica, Nicaragua and the Plurinational State
of Bolivia (2009), El Salvador, Honduras and Mexico (2010).

° Urban areas.

Several factors are considered to be behind the overall
decrease in wage and salary inequality. Among those most
frequently cited in available studies are slower growth of
the demand for less-skilled labour, a slight decrease in the
impact of technical change on the demand for higher-skilled
workers, an increase in formal wage jobs and the impact of

labour and income policies implemented in some countries.

the fact that the income curve tends to rise over the life
cycle and the fact that the poorest households usually
have more young persons (see figure I1.9).

A similar positive association with education has
been widely examined and documented. One of the more
typical findings of distribution analyses is that education
level is the one variable that explains most of the variation
in income level between individuals.
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Figure 1.9
LATIN AMERICA: EMPLOYED POPULATION BY LABOUR INCOME QUINTILE, MOST RECENT YEAR @
(Percentages)
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However, how an employed person is situated in
the production apparatus also affects his or her income.
An examination of the quintile structure according to a
number of relevant dimensions provides evidence of this.
Figure I1.9 shows that the proportion of wage employees
and employers is larger in the higher deciles. Conversely,
the proportion of own-account, domestic and family
workers is lower. The reason is the marked structural
heterogeneity of Latin America, which drives many workers
into independent, low-productivity, low-income activities
because of the constraints that keep them from entering
formal enterprises or working more productively and
thereby increasing their income. These same conditions
are reflected in the composition of quintiles according to
the size of the establishment where the employed person
works. The higher the quintile, the smaller the proportion
of persons working in small establishments.

The breakdown of quintiles according to sector of
activity reflects the negative association between income
and the proportion of agriculture and construction, while
the reverse is true of manufacturing, financial services,
public administration and social services. The share of
commercial activities does not vary significantly between
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the second and third quintiles, although it is lower in
the first.

One dimension that is very closely associated with
education is type of occupation, which is usually (albeit
not exclusively) associated with level of formal schooling.
Figure I1.9 shows that the higher the income quintile, the
consistently lower the proportion of unskilled employed
persons. The same observation holds for persons employed
in agricultural activities.

While there is an association between education and
type of occupation, there is another, perhaps more indirect,
interplay among the other dimensions. For instance, it
could be that persons working in low-productivity units or
small establishments are concentrated in the lower quintiles
because they tend to have a low education level. In an
extreme case, all of the income differences between strata
in those dimensions (or changes in quintile composition
according to those dimensions) could be due to the
different education structures in those strata. But there is
evidence suggesting that the variables reflecting different
characteristics of the production structure (such as the two
mentioned earlier) help explain the differences in income
among employed persons, regardless of education level.

B. Perceptions of distribution and
citizen distrust: recent trends
and associated factors

Despite recent progress, the countries of Latin America are trapped in a vicious circle of great

objective inequality, coupled with deep distrust of institutions and high levels of perceived

unfairness. These negative perceptions could stand in the way of a social covenant based on

equality and should be taken account of in any strategy aimed at expanding guarantees and

core rights for the population.

After its GDP fell in 2001 and 2002, Latin America saw
sustained economic growth between 2003 and 2008 that
came to a sudden halt in 2009, resumed in 2010 and
continued on trend in 2011, albeit at a slower pace. Most

of the countries stepped up their public social spending,
which went from 12.3% of GDP in 2001 to 14.9% of
GDP in 2009 for the region as a whole.! Thanks to the
pickup in economic activity and, to a lesser extent, to

I Simple averages for 18 countries in 2001 and 16 countries in 2009

(does not include the Bolivarian Republic of Venezuela or the
Plurinational State of Bolivia).
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the increase in public transfers, the region’s poverty rate
began to fall in 2002 and there was a slight decrease in
income distribution inequality between 2002 and 2011
that was more significant in some countries than in others
(see earlier sections of this chapter).

It could be asked whether more favourable economic
and social conditions over the past few years might have
brought perceptions of distributive inequality and citizen

distrust down from their recent high levels (ECLAC, 2009
and 2010). This report therefore examines recent trends
in some indicators of dissatisfaction with institutions,
such as perceptions of unfair distribution and distrust
of political and State institutions. It also explores the
relationship between these patterns and the behaviour of
objective indicators of inequality, public social spending
and economic growth in the countries of the region.

1. Recent trends in perceptions of distribution

and citizen distrust

Earlier research has shown that Latin Americans have
very negative perceptions of distribution fairness in their
countries (ECLAC, 2009, 2010). This was still the case
in 2011: 79% of the region’s population felt that income
distribution in the country in question was very unfair or
unfair (see figure I1.10). Perceptions of distribution at the
regional level varied little between 2009 and 2011, while
the share of the population believing that distribution was
very unfair or unfair rose by 1 percentage point.?

Figure I1.10
LATIN AMERICA (18 COUNTRIES): PERCEPTION THAT INCOME
DISTRIBUTION IS UNFAIR OR VERY UNFAIR, 1997-2011 2
(Percentages, simple averages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from Latinobarémetro 1997, 2002, 2007,
2009, 2010 and 2011.
2 The question every year was “In your opinion, how fair is income distribution in your
country?” Available for the Dominican Republic from 2004 on.

The statistical significance of the difference at the regional level
between 2009 and 2011 cannot be precisely determined because
the methodological report for the 2011 Latinobarémetro poll is still
not available. Besides, sampling for the poll is done separately for
each country, with different sampling errors. The sampling errors
for the countries in the 2009 poll ranged between 2.8% and 3.1%.
If the errors are the same in 2011, a 1-percentage-point difference
would fall within the sampling error.

The main changes in distribution perceptions took
place between 1997 and 2002, and, particularly, between
2002 and 2007, and they tracked the economic cycle.
Perceptions worsened between 1997 and 2002; in 2002,
87% of the population felt that distribution was unfair
or very unfair. This is 7 percentage points more than in
1997. Perceptions improved between 2002 and 2007,
when the countries recorded strong economic growth;
in 2007, the percentage of the population thinking that
distribution was unfair or very unfair was 9 percentage
points lower than in 2002.

In 2011, Chile fared the worst, with 94% of the
population feeling that income distribution was very
unfair or unfair (see figure II.11). This percentage, the
fourth highest of 106 observations of 18 Latin American
countries in six polls or years, should be examined more
closely because in 2011 Chile had the highest per capita
GDP in the region but its levels of inequality were still
high and public social spending was lower than in countries
with a smaller GDP (for a more detailed analysis of the
case of Chile, see the UNDP study for 2012).> While
perceptions of distribution did not change so much in
Chile with respect to 2002, they did change a good deal
in the most recent time segment. In 2011, the share of
the population believing that distribution was unfair or
very unfair was 9 percentage points higher than in 2009
(rate of variation of 11%).

After Chile, in 2011 the Dominican Republic,
Colombia and Honduras had the highest shares of the
population feeling that income distribution was unfair
or very unfair. The opposite was the case in Ecuador,
where 56% of those polled said that income distribution
was very unfair or unfair, followed by Panama, the
Bolivarian Republic of Venezuela and Uruguay.

3 The three highest values were in Argentina (2002, 1997 y 2009).
Chile’s score in 2011 is the fourth in the entire series and matches
the score for Paraguay in 2007.
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Between 2002 and 2011, the countries that posted the
largest drop in the percentage of the population feeling
that income distribution was very unfair or unfair
were Ecuador (down by 36%), Panama (28% drop)
and Uruguay (22% lower). These three countries had
high levels of perceived unfairness in 2002 (88%, 92%
and 92% respectively). The largest increases during
2009-2011 were in the Dominican Republic and the
Plurinational State of Bolivia (rates of variation of 28%
and 22%, respectively).

Figure 11.11
LATIN AMERICA (18 COUNTRIES): PERCEIVED INCOME
DISTRIBUTION UNFAIRNESS, BY COUNTRY, 20112
(Percentages and rates of variation)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from Latinobarémetro 1997, 2002, 2007,
2009 and 2011.

2 Sum of the percentages of people responding that distribution is very unfair or
unfair. The rate of variation was estimated on the basis of the following formula:
RV = (% 2011- % 2002)/ (% 2002)*100.

b Data from 2004 onward.

Changes in distrust of political and State institutions
in Latin America during 1996-2011 were similar to those
in perceptions of unfair distribution but more variable.
This could be due, in part, to the greater number of
observations in the series. Figure I1.12 shows that distrust
rose between 1997 and 2003, declined significantly
(by 15 percentage points) between 2003 and 2004 and
decreased less sharply (by 4 percentage points) between
2004 and 2006. This last trend flattened in 2007 and 2008,
turned down again between 2008 and 2009 and rose
slightly between 2009 and 2011. Despite the favourable
trends seen, above all, between 2003 and 2006, in 2011
6 out of every 10 Latin Americans had little or no trust
in political institutions or the State. This is still a very
high proportion.

Disaggregating by countries, Peru had the worst
ranking in 2011; 77% of the population had little or
no trust in institutions. It was followed by Guatemala,
Honduras and Chile. The lowest levels of distrust in 2011
were observed in Uruguay, the Bolivarian Republic of
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Venezuela and Ecuador (35%, 49% and 50%, respectively).
Comparing the situation in 2003 with the one in 2011,
figure I1.13 shows that in 17 countries out of 18, distrust
of institutions decreased. The most significant drops
were in Uruguay, Ecuador and the Bolivarian Republic
of Venezuela. The countries where distrust declined the
least were Brazil and Chile. In 2009-2011, distrust fell the
most in Ecuador, Argentina and Nicaragua and increased
the most in Costa Rica, the Dominican Republic, Chile
and El Salvador.

Figure .12
LATIN AMERICA (18 COUNTRIES): DISTRUST OF POLITICAL
AND STATE INSTITUTIONS, 1996-2011 2
(Percentages, simple average)

90 o — m o
80 o ____
ol _______ 69

60t m--s56-- -4 -1 |- - -4 - --m--B-->=-- - -
[JJNE NN NN BEN REN N N N BN ---- - -] -----
404 0 -0 o b - -. ] - -
304 M-I -- - - - .-, - ---- - -] -----

204 0 - oo --B--B-3-] --- -

1996 1997 1998 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from Latinobardmetro 1996 to 2011.

2 Includes trust in the legislative branch (congress), the judiciary and political parties.
Respondents were asked to rate each institution according to the following ordinal
scale: (1) a lot; (2) a fair amount; (3) little; and (4) not at all. Responses to the three
questions were averaged; values between 3 and 4 were taken as “little” or “no” trust.
Available for the Dominican Republic from 2004 on.

Figure .13
LATIN AMERICA (18 COUNTRIES): DISTRUST OF
INSTITUTIONS, BY COUNTRY, 2011 2
(Percentages and rates of variation)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the

basis of special tabulations of data from Latinobarémetro.

2 Includes trust in the legislative branch (congress), the judiciary and political parties.
Respondents were asked to rate each institution according to the following ordinal
scale: (1) a lot; (2) a fair amount; (3) little; and (4) not at all. Responses to the three
questions were averaged; averages between 3 and 4 were taken as “little” or “no”
trust. The rate of variation was estimated on the basis of the following formula: RV =
((% 2011- % 2002)/ (% 2002)*100.
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Note the significant association (Pearson
correlation=0.53) between perceived unfair income
distribution and distrust of institutions in 1997-2011
(see figures I1.14 and I1.15). This correlation, already
documented by ECLAC (2009 and 2010) on the basis of
microdata, is supported by an examination of aggregate
values by country across six Latinobarémetro polls.
Between 1997 and 2011, some countries had consistently
lower percentages of distrust and perceived unfairness
(Bolivarian Republic of Venezuela, Costa Rica and
Uruguay); others had intermediate values (Colombia
and Mexico). A third group (Argentina, Guatemala and,
particularly, Peru) had very high levels of distrust and
perceived unfairness throughout the period. The individual
paths for eight countries between 1997 and 2011 also
reveal a significant association between distrust and
perceived unfairness, meaning that in these countries a
change in one of the indicators was linked to a variation
in another, in the same direction.*

Figure .14
SOUTH AMERICA (10 COUNTRIES): PERCEPTION THAT INCOME
DISTRIBUTION IS UNFAIR, AND DISTRUST
OF INSTITUTIONS, 1997-2011 2

(Percentages)
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Distrust of institutions

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from Latinobarémetro 1997, 2002, 2007,
2009, 2010 and 2011.

2 Sum of the percentages of persons responding that income distribution in the country
in question is very unfair or unfair. Includes trust in the legislative branch (congress),
the judiciary and political parties. Respondents were asked to rate each institution
according to the following ordinal scale: (1) a lot; (2) a fair amount; (3) little; and (4) not
at all. Responses to the three questions were averaged and recoded; responses with
values between 3 and 4 were taken as “little” or “no” trust.

4 Significant Spearman’s rho (non-parametric proof) for Argentina

(0.812, p = 0.050%*), Bolivarian Republic of Venezuela (0.886,
p=0.019%), Colombia (0.868, p=0.025*), Honduras (0.820, p=0.046%),
Mexico (0.956, p=0.003**), Nicaragua (0.986, p=0.000***), Panama
(0.841, p=0.036*) and Uruguay (0.841, p=0.036*).

Figure .15
CENTRAL AMERICA AND MEXICO (8 COUNTRIES): PERCEPTION
THAT INCOME DISTRIBUTION IS UNFAIR, AND DISTRUST
OF INSTITUTIONS, 1997-2011

(Percentages)
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Distrust of institutions
Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the
basis of special tabulations of data from Latinobarémetro 1997, 2002, 2007,
2009, 2010 and 2011.

2 Sum of the percentages of persons responding that income distribution in the country
in question is very unfair or unfair. Includes trust in the legislative branch (congress),
the judiciary and political parties. Respondents were asked to rate each institution
according to the following ordinal scale: (1) a lot; (2) a fair amount; (3) little; and (4) not
at all. Responses to the three questions were averaged and recoded; responses with
values between 3 and 4 were taken as “little” or “no” trust.

Summing up, distrust of institutions and perceptions of
unfair distr