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NOTES ON INCOME DISTRIBUTION AND REDISTRIBUTION
STRATEGY IN LATIN AMERICA

By Anibal Pinto and
Armando Di Filippo kv

1. General approach

In_these notes an attempt is made to examine the objective
conditions and basic assumptionson the basis of which to formulate
income distribution and redistribution policies that should orientate
in the present-day Latin American economies, and to contrast them
with the situation prevailing in the ihdustrialized capitalist
countries.

Income distribution policies are considered to be those which
are aimed at or bring about changes in the conditions determining the
Yoriginal" distribution of income. What are known as redistributive
policies merely involve subsequent changes in that distridution.
Logically enough, it is not a question of watertight compartments
and, in practice, mixed policies way be identified.

The aim is to derive from this contrast the strategy and
tactics of a distributive and redistributive policy with a distinctly
progressive bias suited to the real situation in Latin America.

In opening this discussion it is useful to emphasize the
interdependence between the three basic elements of policy
formulation: the diagnosis, the objectives and the igstrumenfs.

The importance of the diagnosis is obvious since the idea is

to modify specific situations, which are those underlying the nature
of the change to be introduced, It is therefore necessary to identify
these situations, and the alternative project, i.e., the objectives,

1/ This paper is an advance partial and preliminary report on
research which is being carried out by ECLA and in which the
writers are participating. In any case, the writers assume
s80le responsibility for the ideas expressed therein.
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which will inevitably have a strong value content. ''Progressive

income distribution' is similar to the story of the giraffe: it

is hard to describe it accurately but everyone recognizes it.
Lastly, the instruments are designed to gilve life and body

to the objectives. Needless to say,the three aspects - perticularly
the objectives and the instruments - are closely interdependent.

2 ‘The diagnosig, objlectives and 1n5traments of iucome redlstribution

pplicy in the devg1qged capitallst countries

The redistrid »ive phllqsophy of the "supra~developed” countries
is rooted in a diagnosis-reality‘whichuhas taken definite shape in
recent years: 'high abgolute levels 6f income; ‘''special cases" of
by~-passed sectors (old people, minorities against which there is
discrimination, etc.); homogenized,écqnomies,whieh.are highly
flexiblévin responding to changes in the demand systea} a high level
of organization of practically all social groups in defeace of their
basic intereszé, which responds to the similarity of their objective
places in the produéiion system. An important result of this
situation has been tﬂe fact that wége-earning groups, far from
directly questioning the exlsting order in those countries, have.
exerted redistrlbution pressures through +rade unions or wage. ¢laims.

Hence, from those conditions emerged the redistrsbution~or1ented
objectives, which, it must be recalled, were considerably influenced |
by historical_circumstanceé,‘such as the Depressian of the 1930's and
the_fear'qf‘its repetition in the poét—wariper;od.

LFLN
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In short, the main sources of concern, rather than being
connected with the distributive structure,i/ are?

(a) the attention given to the employment problem and the
general rate of economic activity;

(b) socio~political concarn with respect to the most
uvrgently '"meedy situations'.

Clearly, the first point practically covers the basic claims
of the broad majority. Accordingly, the objectives referred to in
paragraph (b) involve only a sabseguent modification of the original
distribution and represent the purely correciive character of the
measures implemented., Beiefiy, they are not intended to affect the
structural baczes of the original distribution and relate to a '"menetary
image' cf redistribution which by toking away purchasing power from
the high-income groups seeks (o distirivuis it among the less favoured
seciors, ckansing in the prozess the comrposition of dsmand and, as

a dirext result, the struciure of supply.

1/ "On the whole, therefcre, it scems legitimate to comciude that
for the tulk of the population the patterns of prizary income
distribution is only slightly modified by goverument action.
Strustural changes ~ such as the fallirg shave cof agriculture

in manpoewer distribution, and the reduction in self-employment
generally - have prcbably had a mere importaunt influnence on
dispersion of final hiousehelid inccomes than govermment pelicies,
One rezason for this may be that the reduciion of inequzlity

(except at the extremes) has not recently Leea a significant
otiective of policy. Another reason may te that the combined
efyects on income distridbulion of the various forms of goverument
action are ravely regarded as integrated parts of a single policy.”
Inccmes in Pos*wa¢ Eanﬂge. A Stuay of Poiicies, Growth and
Distzihwtign (Eoenomic Survey of Europe in 19051 Part 2, United
’\Ia\:.l.ou':f, napa 69 Pe ""10
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Fiscal instruments constitute the pivot of what might be
called conventional redistribution policiesui/

Progressive taxation and public experditure, including that
destined to finance social security,; were the main danstrumenis uced

and were effective in achieving the limited cbjectives in view.

3 Main structural characteristics of the pariieniar situatiea

in Latin America

The situation ia Latin America shows some structurel
characteristics which contrast decisively with those found in the
central couniries.

The first is undcubtedly the so-caliled heterogeneliy of its
productior apparatus and, consequently; of iis socisl system. This
is not the place tn determine what hizterical factors have been

respoasivie, ever siuce the coclonial ereay for the gradual estabtlishment

l/ Referring to the Uanited States, Galbraith says that "ou the
fact itself - that iunequality is of declining concern - it is
only necessary to observe that for csome fifteen years mo sorious
effort has been made to alter the present disiridbution of iscome.
Although in the semantics of American literalism there is often
a tactful sileace on the point; sincs nothing 5o stirs coassrvetive
wrath, the principal public device for redistributing income is
the progrecsive income tax. Not since Worid War II hax there been
a major efforlt to modily this tax in the interest of greater
equality'’, The Affluent Society (Camdbridge, Mass., The Riverside
Press, 1958), p. 82,

/of these



of these conditionsel/ Suffice it to recall that the "outward-
directed growth" phase accentuated the original disparities through
the irregular and discontinuous spread of technical progress. This
led to the simultaneous existences and inter-action of many forms cf
production linked to an equally wide range of social working and
ownership relations. As pdinted ocut in a number of studies, recent
development patterns have maintained and in some cases

accentuated the dispurities inm productivity, which arce the most easily

. . . 2

quantifiable expression of structural heterogenelty.m/
The basic hypo%hesis suggested here is that this heterogeneity

constitutes the main "originzi" factor of the distrivmtion structure

.

in La%in America, which obviously means that to overcome this hasic

joto

circumstance is a prerecuisite for any significent modification of

the distribution systes.

T - vt

1/ Sze Armando Di Filipp»o Paice
distritutivas en A@épi:a Latina
of the study directed by Anibal
Z;chi,ica distributivas

§§5r5 sas Ge los egturacthuras
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g/ See, inter al:a, the study by faibal Pinto entitled Consent V.Eén
del prog;ecn 5> tecnico J de sus fruios en el desarrollo ’aflmo—
anericano (Trimestre Econimico, No. i25) aud El mcdeLo de
desorroilo reciente Llrimosire EConbmic 30, No. 150).




The “dimensions’ of heterogensity

To support this affirmation it is useful to bear in wmind the
"dimensions' of structural heterogeneity which are most relevant to
the present analysisoi/

he first dimension involves the structures of production in
which a multiplicity of technical processes may te seen in
operation; the order of these ranges from the "'primitive" {even
pre-Colombian) forms of the subsistence economies to achievements
similar to those of the developed courtries. The acute imbalance
of productivity associated with these different 'types'" constitute
an intrinsically structural corditionirg factor of the imbalances
resulting in the distribution of output.

To give a brief idea of the per capita product (and pca=zibly
income) imbalances which create this situation, a few background
data may be given.

As may bYe seen if the phenomenon is considered in overall
terus (see table 1), productiviiy per employcd person is 29 times
higher in the "modern" stratum thsn ia the “primitive.

This comparison, however, does not show up the auzh alarper
contrasts waich may be obeerved if the differsnces beiween the
sectors of production are compared. It may bve noted, for example,
that average productivity in "primitive" sgriculture (of real
importance in Latin America as a whole) was werih the equivalent
of 205 dollars per year, while t{hat of the modern stratum of

manufacturing was 9,800 dollars and of mining 13,606 dollérs,

l/ The intensity shown by the forms listed below naturally varies
in the different countries; e.g. the features of structurel
heterogeneity in Argentina are nmuch less sccentuated than in
Brazil. The common historical root of 211 these societies,
however, especizlly as regurds the nature of their
international economic relationships, permits this type of
generalization to some extent,

/i.e. tke



i.e. the productivity differential is 48 times in the first case
and 76 times in the second case that of '"primitive" agriculture.

These contracts may be related to those found in an analysis
of the personal distribution of income of the main groups into which
the populsation is normally divided (see table 2).

Ae may be seen from the above-mentioned table, the level of
income of the top 5 per cent is 39 times greater than that of the
poorest 30 per cent. Although a direct comparison of the data
cannot be made, it is useful in any case to draw atiention to the
fact that the differences from the point of view of productivity
levels (or if preferred, the heterogeneity of the machinery of
production) are much more acute than the comparizon of the levele
of personal income indicates. 2 ' ‘

The technically most advanced modes of organization increuse
the physical productivity of work, and thus substanticliy improve
the relative situation of all the groups connected wiil them
- ¥, ,rker'sS, owners or enlrepreneurs.

High lebour productivity in the activities of what is known
as the ''modern sector' is usually seccompanisd by a large ecale of
operation, expressed in two different formz. First, the
concentration of a relatively high number of persons (in absolute
terms) in the labour force may be observed; in the industrial sector,
‘this may be several thousands per unit of production. Daily
interaction in the course of the activities of production is an
-objective factor which conditions the pessibilities of organizing

these groups for common purpcseg. This conditioning factor is an

immediate product of the concentration of technical progress.
Secondly, the large scale of operation contrasts in some

instances with the relatively small size of the Latin American

markets; and generates a capacity of production susceptible of

l/ See the end of this article for additional data in tebles 1
and 2. .

/capturing a



capturing a decisive quota of the markete concerned. This results
ih oligopolistic and oligopsonistic situations.

In contrast with this situation, as one descends the scale
(and usually the productivity too) of the enterprises, the '"market
quota’ which they can capture and thé.level of prices at which they
can sell are strongly affected by the capacity of expansion of the
modern enterprises. Consequently, the low ébsolute wage levels of
the backward strata constitute a condition for their economic
survival. The extreme limit of this situation is to be found in the
artisan-type forms of the “primitive sector’. 4

As may be observed, the imbalances in productivity associated
with a large scale of operation and a privileged position vis-a-vis
the market, not only allow the generation but also the retention of
the results of increased technical progress. Other factors, which
will be considered below, may be added to these.

It is useful and pertinent to link up the foregoing phenomena
with employment - which has merited so much attention lately.

From the qualitative point of view, it is obvious that the
situation of the fully employed will mainly depend on the'techno—
logical context and the market position of the Activities in which
they are employed. This is apart from and certainly above the
workers~-capitalists dispute. ,

It is equally clear that any dietribution consideration should
be based on the obvious fact - which is not always brought to the
fore -~ that the unemployed and the underemployed are the “latest
victims" of the problem. To put it briefly, apart from the earlier
point about “structural location", there is the more elemental and
cruder fact of being established somewhere and in an accepted form
as a member of the effectively active population.

Although the empioyment angle will not continue to be
specifically dealt with from now on, it should‘be repeated that
we consider it to be a primordial mattef, although we. think that
it will be seen more clearly in the general context of these

observations.,
/Ihe second



The second dimension concerns the nature of the social

relationships characteristic of the different strata of production.
In this dimension three basic aspects may be distinguished in
which the above-mentioned structural heterogeneity may be equally

well seen. These aspects involve working relationships, ownerships

relationships and the bargaining power of the different social

sectors. The modalities to be seen in these three areas, which
are obviously mutually inter-dependent, are clearly reflected in
the scheme of distribution concerned.

(i) As regards social relationships at work a range of

different mechanisms may be observed from the manorial system of
assimilating and retaining the labour force in the typical
latifundium-minifundium complex to the mass impersonal work
contracts perfected in the ‘“modern'" sector of these economies.
In the first case, the attachment to authoritarian forms which
predetermine the final distribution is predomirant, while in the
second may be seen the predominance of the capitalist~'bureaucratici’-
type relations which invades both the public and the private sectors.
At the lowest end of the scale, especialiy in the main urban
centres, the growing proliferafion may be observed of other grodps
of workers who are not subject to stable links of working
relationships and who con$e§uen£ly engage in "own account’ small-
scale middleman activities at the retail lévél or(prévide low-
standard and low productivity personal services} often sporadic.

(ii) As regards ownership, its influence on the scheme of

distribution of the social product extends to various planes. In
the first place, as is obvious, the exercise of>bwnership confers
a right to take over part of the income generated by the
productive process of the economy. Two things are of particular
interest here. One is the degree of concentration of such rights.
The fewer the holders, the greater the unequalizing effect. The
other is the margin or percentage of the overall income which is
absorbed by these holders. The higher the quota, the greater the

effect.
/Secondly, it
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Secondly; it is of importance to take into account the
indirect effects of the concentration of ownership. It confers
a group of advantages in the area of the economy 1tse1f (greater
solvency to obtain various credits and guarantees, valorlzatlons
deriving from the inflationary processes, etc...) and in the
social and political fields (social prestige and possible
politicai powef). '

In Latin America, the stratification of owners of productive
assets shows relatively sharp ''jumps’, which represent the
discontinuities at the technological level and on the scale of the
units of productlon° It is pleusible to suppose that in the

“modern' strata a fairly large percentage of the total value of
_the assets available is concentrated in ‘the hands of a relatively
small number of holders, contrary to what is currently supposed.
Furthermore, the ndistribution pyramid’ of the productive assets
must widen sharply at its base which is occupied by the artisan
and small enterprise sector, where the stock of capital per owner
is small and the numerical base of the membefs large. The
latifundium~minifundium complex illustrateés a similar situation
in rural areas. o '

(iii) Lastly, as regards organlzational cepacity and.

bargalnlng power, parallel contrasts may be observed, partly

assoclated with the two forego1ng aspects, but also dependent
on other related factors. ' '

 As regards wage and selaryfeafnefe in the modern sector,
their greeter iquota of power”'fof negotiating better living-
conditions is based on various assumptlons. In the first place,
a greater organizatlonal capacity in the defence of their basic
1etereste is to be seen; this is based on the above-mentioned
concentration of workers and employees and on the'impioved
knowledge of and data regarding the objective position to which
they have_access by virtue of the economic solvency of their

organizations and thé "metropolitan scenario” in which they spend

/their lives.
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their lives. This leads to an increased pressure capacity in the
search for multiple conquests in terms of social security, firmly
based on the greater economic ."resistance’’of the above-mentioned
organizations when manifestations of force are required. Thirdly,
the establishment of a trade union bureaucracy is to be observed;
this is highly ”professionalizéd“, and in permanent contact with
the institutions of pudblic authority, whose controlling agencies
are normally also concentrated in the same cities. '

At the other extreme of the scale of progression, the
opposite features are to be observed., The labour force shows
little capacity for organization owing to its fragmentation into -
a multiplicity of small units, to the low economic solvency of its
organizations and to the few contacts (éspecially in rural areas)
with adequate data and advisory services. This means a lower
pressure capacity and consequently little bargaining power.

As regards the world of owners and entrepreneurs, the '‘quota
of power’ to attain their economic ends has changed with the modes
of development, including relationships with the exterior, which
have characterized the different stages of the process in Latin
America.

At the same time, these .changes have had well-defined
projections on the trends of the economic policy and the. varied
advantages which these have exercised on different groups in each
representative period. \

At a certain point, the external demand for primary products
strengthened the objective position of the sectors and groups
involved in this trade and channelled government stimuli towards
certain mining and agricultural activities, thus favouring the
owners in these areas.

Dating roughly fhe.l930's, other sectors took the van and
it was then their turn to make the most of this pos.tion and be
the main beneficiaries of the favours provided by the state. To
these movements were added impulses from foreign investment and

international credit.
/As may
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As may ‘be observed, the positioning of the entrepreneur-owner
group in the scale of distribution has been closely linked with the
trends of the development process and with the consequent
orientation of the economic policy. Taken from another viewpoint,
all this shows up clearly the pressure capacity -~ increasing or
declining - of the groups connected with the activities which have
been dominant at each moment, . S

The third dimension is connected with what is known as the‘

power structure and is basically to be found at the political level.
*The institutional order which sanctions and guarantees the

modalities and the operation of the power system, l/. has favoured
the sectors of the owners, professionals and bureaucrats (linked
by training and interests to the owner sector) and to the orggnized
groups of the working world. Those, however, who generally remain
outside the political context and have least weight in the apparafus
and the orientations of the state are precisely the sectors of least
productivity and least organization, and include a large part of the
peasantry and of the urban "periphery’. v

It is not necessary to repeat here the considerations already
made in the review of the structural heterogeneity of the system of
production and the different aspects of the social relationship. It
-is sufficient to point out that according to the .national

peculiarities of the case, various situations of greater
centralization or decentralization of power may be distlngulshed,
these have a distinct influence on the profiles of distribution,
especially for their effect on the planning and trend of economic

and general policies.

1/ For greater conceptual clarity, the concept of power could be
defined in this context as ‘‘the probability which a man (or a
group of men) possesscs to impose his own will on an action of
the community, even in face of the opposition oi its other
members’. Max Weber, Economia y Socledad (F.C. E., 1969),

y Vol. II. pp. 682

/It~should



It should be clearly understood that this is a rough outline
of real situations because there is no perfect symmetry between the
three ‘dimensions' which have been mentiored. On the other hand,
as has already been noted, national historical peculiarities lead
to specific structures or économic situations which result in more
or less sharp dissociations. As an example, the unleashing of a
"rapid, drastic and mass" process of agrarian reform may be
considered which grants a capacity of organization and negotiating
power to farm labourers which far exceeds their objective situation
in the structure of production. Something similar may occur where
political activity leads to the assimilation of the urban periphery
in the overall process. '

Despite the above reservation, emphasis should be laid on the
interdependence of the situations emerging at each of these levels.
To use the Myrdal's expression, it could be said that the links
observed make up a process of 'cumulative circular causation'.
Expressed in other terms, those persons best situated in the
structure of production are also habitually those who most manifest
social relations and political weight tending to defend their
interests, thus reinforcing the advantages brought by their
objective positioning in the process of production,

4, Basic general obgectives which should orientate the action
strategx ‘

In connexion with the features described above, some idea
should be given of the basic lines making up an overall strategy
in answer to the situation referred to in the three dimensions of the
diagnosis, i.e. the structure of production, basic social and
economic relations and "positions' and the power structure.

The first line of action tends towards a reduction of the

extreme technological disparity which is objectively behind the
other forms of structural heterogeneity. Thé relatively homogeneous
dissemination of %echnical progress to all the regions and sectors
requires above all a radical increase in productivity in the |

/backward strata
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backward strata of each sector of production. It should be
underetood,that this does not mean that all activities should
reach.theeeame level of productivity,.Eut.it does mean that
existing differenoea.should be reduced, and that all activities
should take'bart in a gpntinuouedprqcess‘to'improve

productivity.

On the other hand, it is obvxoue that in many cases (e.g..
urban activities providing personal serviges, middleman services
at the retail level, small holdere, etc,, with very low )
productivity) their elimination within a certain timevlimlt (which
may be long) as a consequence of the oompulsorytprocees of
concentration in productive activities-of greate;;scope,_may_be
envisaged. » . A

Another case or option which should be borne in mlnd is that
of ag“iculture, where & substantial "reabsorptlon‘ of the labour
force by relsted "agroindustrial" activities, which prev1ously did
not exist, mey. be. enV1saged this is in addit ion to :the necessary
displacement of a part of the redundant labour force to otker
higher productivity act iv1ties. y : _

A second line of action deriving directly from the previous
one aims at changes in the social relatione which directly affect
the form and magnitude of primary participation in the 5001a1
product. BaSicelly, the objective is to eradicate the semi- ‘
coactive forms of labour relationships and the dlfferent forms
of exploitation 1n marketing, credit and other operatlona, whlch
further deteriorate the status of the 'by-passed” groups.. The -

decentralization of bargainlng powers means, among many other
facets, extending to all members of the community access to
organlzations capablo of exerting”oompetitive pressure" in
defence of their basic economi¢ intereets vig-a-vis other private -
interests and the public powers. The soundness of this process
depends on the actual extent of euch participation and the
independence of these bodies in adqptlng deoisions. A rich field

/of experiment
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of experiment and analysis opens up in connexion with the
organization of new forms of co~partiéipation, as regards not
only the benefits but also the managenment of the various
activities concerned. It is cleaf, mdfecver, that some of these
changes will to a large degree constitute a projection of those
which ought to take place in the spread of technical progress.

The third line of action is merely an extension at a

different level of the above-mentioned changes. In essence,
it is aimed at the decentralization of the powef structure and
the democratization of social and politicélvforms of participation.
Without repeating here the prebibus’reflections about the
primary forms of organization and participation, it is useful %o
recall the above observations about the symmetry of previously
A2 27srentiated levels. In sonme ﬁoaat}ies, sucﬁ as Chile,
decentraliization in the political sphere may'haVe gone ahead
faster than on other planes. Conversely, in 6ther countries
- for example, Argentina - political representation has perhaps
continued to be more restricted than the representation attained
at other levels. These contrasts indicate the differences in the
matter of priorities in social action and, consequently, ih

income distribution measures.

/5. Different instances
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5. Different instances of practical instrumentation

The first action front is at the level of general basic

instruments which influence original or primary distribution.
They are what should be called distribution instruments proper.
As regards the concentrated distribution of tecknical progress,

there is no doubt that the key instrument is investmeant p2licy, .

understood in a broad sense as an intensive re-allocation of e11
types of human arnd material resources. This includes, inter aligs,
the energy and communications infrastructure, the equipment requived,
forms of producfion organization, the contribution of professionais
and technical speciaolists, and training of the labour force.
Investment policy implies, on the one hand, tke removal of
certain basic structural obstacles and, on the other, the
availability of sources of supply of the many resources coacerned.
In practice, the feasibility and gcope of investiment policy
are largely dependent on these two factors.
As regards the removal of obstacles, the structure and

exercise of ownership will probably demand changes conducive to tle
establishment of new forms of Ownership, either by expanding the sphere
of public ownership or by creating other systems of a collective or
co-operative nature, Given the general conditions described &above,
however, it should be understood that these changes - in so fer as
they relate to distribution policy - are not ends in themselves,
but are means for establishing an institutional basis that will
favour or facilitate & more equitable system of distribution.
Moreover, the ''fairer'" distribution of land ownership or its take~
over by the State, for example, is an intelligible measure only if
it is accompanied by the integration of the favoured rural worker
in channels of access to credit, technical advisory assistance,
marketing and other machinery of socio-cultural and political
participation capable of modifying previously existing social
relations.

/As regards
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As regards the sources of supply, it is clearly necessary
to take advantage of the surplus.respufcés produced by thé,*modern"
sector and by what might be called the "excesszive income'
of all the favoured groups, whether of the modern seétor or of other
activities. It must bekep% well in mind, however, that;this pblicy is
in no way intended to eliminate or restrict the bigher levels of
productivity. Therefore the intention is pot to. bring akout a
technological halt or ''freeze!, as has sometimes been wisundersiocd,
but to fconvert' this secter's prp&udtion capacity in terms of chl.ex
poseibilities of use dictated by the new scele of socisal priocwilicu.
As argued in a study onvtheAsubject, "fhe4idea ig to ‘cenverd’

this sector so that its potential, instead of primarily serving ths

demand of a minoriiy and the claims of & ‘caricature' cf an aiffiuent

society, will be uesed to transuit the seétor’s progress to ihe rest
of the economy; to raise the level of by;passed pdpulation centres,
areas or sectors; and primarily to meet the presving needs c¢f the
broad low-income sictors. S ‘ ' 

'"There are many simple but eloqueﬁt examples oY this: steel
can be used to build skyscrapers of office premiaeé or to manufacture
agricultural implements or machinery; the motor-vehicle industry
can produce expensive cars or_lotries; cemeﬁt cén_bé uvsad for great
mansions or irrigation works or roads, etc. Thelideaﬁnwe insist,

is not '"one or the other', but rather a substantial malificatiosa

in the proportions assigned %o the different wv..g%, ¥
Obviously, the restructuring of investment policy should
have an important effect on the system of relative prices. In

short, the aim wculd be to modify ithe existing price system by nezus

o

of productivity incresses chiefly in those activities which, hecaus

i/ Anfival Pinto, La Heterogeneidad Estructural. Asvecto Fundamen-
tal del Desarrollo Latinoczmericans (mimeographed ducunen
enlarging on the version published in Trimesire Econbmico
N2 145).

/of the
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of the nature of the goods and services they produce, haove a mors
mapifest direct or indirect impact on the basic needs of the
population.

It should be noted that this policy or epproach coatrasts
sharply with the traditional or “populiet" positlion of =« mere
adminigtrative control of prices of esgential producte, which for
the most part has proved self-defecating because of the denrescive

ffects on supply (or productivity levels) in the activities
concerned.

If we introduce here - through the back docr - the formerly
predominant guestion of employment, we shall reaiize tha$ this
baaic instrument - i.e., investment policy - in both its scule and
ite orientation is geared to the central aspecis cf the problem:
firat, to the effort to méke the objective pesitlions in the’
production systen homogeneous; and, secondly, to the reletion
beliween the intensity of those efforts and their d&irect snd iadirect
repercuwssions on the "general' déemand for manpowec.

Needizas to 8ay, such reorientation involves and requires no
less radical changes at the level of social relaticns and the:

political power system. Accordingly, whet we have celled the firat
v

identified in the sbove analysis of this quesiicn. In other words,
it is not possible to conceive of spprecisbly diminishing or
eliminating the aforementioned heterogeneity (the basis of
inequitable income distribution) unless sgocial werking relations,

1

evels of organization and participation, sccezs to peower

(47

mechanisma, etc. are modified at the same %time or even Wweforzhand.
As will be understood, these objectives are alsc basic ingtriments
of distribution strategy, alticugh of course they zre important in
themeelves,

We shall have to be forgiven for such "teiegrapnic” treatment
of this instrumental level. It is due partly lo the restricted
context of the presentation, but in greater part to the fact that
more thorough interdisciplinary work is required to deal with the

matter,
© /The secornd
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The second acticn "front"4referslto a group of instrumental
toctics in which elements of distr 1bvu:on proper are associated
‘w4th eiements of redistribution. Meniicn should te made here of
those relating to education, health and housing policies.

Of the three areas mentioned, there is no doubt *thai educution
plays a role which may be qag*:ﬁatively differentiated by its
capacity to influence prougressively, and in varying degree
three dimensicns of the diagnosis. Thais iafluence is particularly
clear on the level of sccial relatiomnships and poli iical pardicipatioc.
Health and housiz poljcles may a;so introduce ~,ha.‘g; 3 5f real
sigunificance in the material base of the mode of Life ol the haskward

~

strata.
It is, however, important to emphasize at this point that not
all expansion in these and other social serviceg nesessarily has a
progressive infiuence on Mature distribution. Whis will depend heih
on the form and the intensity of the ucse of the respecitive insiranents.

ige a

L.n

As may be easily unrderstood; for these poliales to exmrc
sensitive and definitely p:agressivevinfluence9 they should fulfil
certain primordial conditiocas: the m"«gln of resources mobilized
sheuld be substantial; the services providesd should give a clear
preference to the '"poorest', and their cest should be mainly {inenced
by Lhe "“1ﬂnest"

None of these requisites appears to have been fulfiiled in a
coherent manner in the experience of Latin America. While a
considerable expansion of these services has been recorded {(ia eny
case it is difficull to compare this with the expansion which has
taken place in other types of expenditure pronmoted by the new
standards of consumption), it is just as true that i% Las chosen
to favour the middle and upper groups in the social scale, and
from another viewpoint the urbdan populaticms. On the other hand,
the fiaancing of this expénditure has depended on clearly ragressivse
tax systems. Comnsequantly, it is not a%i all ouit of the way to
maintain that instead of alle riating the insquality of distrivuiioa,
they may have aggravated it.

/The third
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The third action "front'" iz conmected with the most typical
elements of redistribution, wﬁich basically imply trensfers of
income and the granting of specific goods aad services. The'differeht
forms of social security cons %tute the main nuclieas of this group of
mechanisms. The selective manipulation of turiffs in the provision
of public services should also be included under this he*dinga'

What hes already been said about t&e social pozition of tkc
main earnsrs aad taY-payevs is agein appl*cable, and it is easy tco
observe the nadeqnate 0“1entatlcn of tae tax machinery and the
regreesive “aud”e of its effect a* the socmal level.

6. Piacing of ‘he salavies noﬂxcy.

3

It will certainly bhave been noted thét the saliaries polisy
hae not been incliuded ambno the varlous instruments menticned.

This has been & deliberate omission, and the main reason fo?
it is taat we have not réached a final cenclusion as regards the
place of this instrument in some of the levels of action.

If the position and importence of salary movements in %he
developed economies are taken az reference, it will possih?; be
 deduced that they have probably been prlmordla¢ in cons rving a
relative¢y constant quota of the wage income in the face of the
increases in productivity. It appears to be well estabiiched,
however, that they have had no major effect in the éens; of
modifying the structure of distribution. There exists ample
documentation on this subject which it is not relevant %to review
at thie moment. x/ |

The situation in the Latin American type countries is very
much more complex. OFf course the fact has alrcady been adequately
recognized and assessed that only a part, and nearly always a

minority, of the masses, or if preferred of tne poor, is under a

1/ Among other publications, mention should be made of cp.cit.
Jncome in postwar Puropes: A Study of Polisies, Growih and
Distribution., Economic Survey of Burcpe, 1665, Part 2 (Eco-

i3

N

Ct}
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classic-type wage system. The large majority of those who are in
the stratum of the 50 per cent with least resources are peasants,
small holders and own-account workers. As is efident, they are
definitely outside the system of established and readjustable
wages.l/ .

This one consideration is sufficient to understand that
there is a substantial limitation on the instrument in question,
and in addition to clarify what other means should be used to
modify the depressed situation of this group.

The foregoing observation should not by any means be taken
as an underestimate of the importance of the struggle to defend
and increase real wages. Its importance indeed far transcends the
mere economic consideration., It appears clear, however, thét this
transcendence is not basically related to the major problem of
distribution except inasmuch as wage claims would allow the
organized section of the working class to fight to conserve their
share in the income generated by the activities in which they work,
or prevent it from being eroded by phenomena like inflation.

Merely as a speculation, it is possible to envisage the
conditions which would be necessary for a wages policy to be
really distributive, i.e. a policy which would succeed in altering
the original distribution. The first condition would be based on
the fact that the process would cover éll or the majority of the .
"non-owner’ sector and that there would be some basic equivalence
in the real situation of this majority. The second would consist
in the fact that the pressure for the real increase of wages would
be persistent and last a relatively long time. This third
requisite would be connected with the possibility that the favoured

body would have sufficient pressure capacity to frustrate the

;/ As may be understood, there are large-scale differences between
the Latin American countries. The description corresponds to a
typical Latin American country than, for example, to those of
the River Plate. : o

/multiple forms



mu1t1p1e forms of cance111ng out or, reduc;ng the real 1ncreases
obtalned, e.g. the counteracting effects of prlce increases.

A group of clrcumstances very alfferent from and’ contrary
to those described would create a situation in whzch the wages
policy would be merely redletrlbutive, in the sensge of obﬁalning
temporary advantages 1n favour of some groups (those with most
bargaining power) and 1eav1ng in a dlsadvan+ageou5 ‘situation not
the owner group and 1ts ramiflcatlons but the resﬁ ‘of the
population. '

In suoh cases 1t 1s p0581b1e to BuppOoe that cﬁanges nay
even take place in the proportion of the overall income retained
by the wage-ea.nzng and non wage-earnlng secxors- bt apart from
the etatletlcal 11¢u51ons which may be the "cause' of such ‘chenges,
there are other more 1mpo;cant facts, On the one hand; they may
be due to othe¢ 1nstrument& hand led together w1Lu 'Je poii'y cf
remuneratmon, e, g.l strict price controls, ob¢1gatorv rednction of
profits, expropriaulon of p“ivate assets, ‘6té.  On the otHer hand,
the 1asting ab;llty of +hese expedlentc to bfxuw about a. new '
structure of dietr1but1on w111 always be matter of ‘doubt.

7. - Relatmnamps and priorltles '

It 18 almost unneceesary to state that the turee lines of
action descrlbed above are closely interrelated ané, in pravtlce."
should reinforce .one another. None of them, therefore, shouid be
underestimatede ' AR ' )

At all events, there 1s no doubt that the eeements of the
strategy are not all of exactly the same 1mportan¢e, Moreover,
‘the basic.aim in our approach 15 that the valie placed on these
elements. should be substantlally mod1f1ed, w1th particular -
attentlon to those 1nf1uenc1ng 'structural factors which, in our
op1n1on, are. the oeuermlnlng factors of the or:glnal dlstrlbutlon
Aof inoome and also of wealth Conversely. it mlght be mamntalned
that the’ efficacy of redlstrlbutxon instruments proper and of

‘'mixed’ instruments (educatlonal, health and hou51ng serv1ces),

"7
Sy
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apart from their own requisites, depends on how well directed
and far-reaching are the changes carried out in the first line
of action.

It is easy to understand that a clear-cut decision in_this
respect has a powerful effect on the options regarding the
allocation of regources for the purposes in view. .

Undeoubtedly the predominant trend - or populist bias -
of distribution policies inclines the balance in favour of
expedients which are calculated to have the most immediate and
vigible effect. To correct this trend - which obviously has a
strictly political motivation - is not an easy task and requires
patient and sustained effort in the way of general education and
the creation of an awarenese concerning this question.

To contribute towards the attainment of this goal is the
principal objective of these introductory lines. To paraphrase
a common expression, we would say that it is a matter of placing
distribution policies the right way up and not upside down, which
in this case would be the final most obvious manifestations of a
process instead of the roots of a deep and complex reality.

Apart from many foreseeable objections, we are not unaware
that a well-known objection is bound to be raised: that this
examination and re-examination of diagnoses, objectives and
instruments is splitting hairs, because the crux of the whole matter
is the political circumstances which dictate the choice of options.

At this stage nobody would ignore this reservation, but the
real point is that in order to create or chénge political
circumgtances and, still more, to make these changes feasible, it
is vitally important (although by no means enough) to have a clear
jdea of why and how the action is to be undertaken. This would seem
a key factor for the success of any political enterprise. Otherwise,
it may reasonably be feared that there will be a divergence towards
different forms of populism or towards certain 'monastic' images
which may be in flagrant contradiction with historical and social
reality in many countries,

/Table 1
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Table 2

LATIN AMERICA: PER CAPITA PERSONAL INCOME IN THE
DIFFERENT SOCIAL AND ECONOMIC STRATA, 1970

(Dollars at 1960 prices)

Income percentiles Dollar
30 per cent of the population with the lowest

incomes 73
Next 50 per gent of the population 273
Next 15 per cent of the population 40
Top 5 per cent 2 815
Overall average Lho

Relation of inocomess The level of inoome of the top 5 per cent is
39 times higher than that of the poorest 30

per cent.

Sourge: ECLA estimate on the basis of officiel statistics,






