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CEPAL REVIEW N°® 24

Poverty and
underemployment
in Latin America

Alberto Couriel*

On the basis of statistical information partly obtained
from secondary sources -—especially rREALC and the
World Bank— and partly collected in personal re-
search made in some Latin American countries, the
author describes and interprets the evolution of un-
deremployment in the region during the period 1950-
1980.

The interpretation sets out to show that during this
period, despite the intense economic growth and the
high rate of labour absorption in urban areas, the level
of underemployment remained almost constant,
although the greater proportion is now urban and not
rural, as in the past. There are two main factors that
account for this trend: on the one hand, the de-
mographic tactor, especially population growth and
rural-urban migrations, and, on the other, the content
or type of the economic growth.

This latter factor, in the author’s view the more
important, comprises in particular the predominant
forms of international insertion of the Latin American
countries and the styles of industrial and agrarian
development adopted by them in recent decades.
These features explain the high but insufficient
absorption of the urban labour force, the scant in-
crease in the manpower employed in the modern agri-
cultural sector, and the persistence of small peasant
farmers (minifundistas). These structural problems call
for solutions of a similar type, centered on the
transformation of the productive structure and the
pattern of external insertion.

In the last part, in view of the diversity of national
situations, the author analyses the evolution of
employmentin 2 number of countries, grouping them
according to their performance in the productive
absorption of the labour force.

* Consultant to the eoeac Mexico Office.

Introduction

Latin America is an underdeveloped region,
judging by the level attained by its productive
forces and its structural features,

In this paper we are concerned to analyse two
manifestations of this underdevelopment:
poverty and underemployment.! Both reflect the
inequality of access to food prevailing in the reg-
ion, which derives from the levels of income,
which in their turn depend on the possibilities of
employment at a certain level of productivity,
this being also a reflection of the development of
the productive forces.

The poor, as defined in the statistical in-
formation and methodology used, are also the
undernourished or families who cannot satisfy
the minimal nutritional norms. The un-
deremployed are defined either by their limited
number of working hours or by the low income
they receive in view of the conditions of pro-
ductivity in which they work.

The fundamental nature of the economic
devolopment is the central factor that accounts
for the persistence of poverty and underemploy-
ment. A knowledge of this nature is vital for
understanding how, at the beginning of the
1980s, the dynamism of past decades began to
flag. The analysis of the nature of development
assumes, in essence, the study of the forms of
international insertion, the characteristics of in-
dustrial development that led to this exhaustion
of economic growth, the relations between agri-
culture and industry in the light of the capacity of
manufacturing to promote development, the fea-
tures of agricultural modernization, social rela-
tions in rural areas and, lastly, the problem of
power.

Analysed in terms of future prospects,

! The statistical information on poverty comes from
various sources. In ECLAC’s methodology those families are
considered poor whose food intake is less than the value of a
basic “basket” as regards its calorie-protein content, The sta-
tistical information on underemployment was based on a
PREALC document (1980) which employs the following
categories: the rural underemployed are those classified as
self-employed workers and unpaid family workers in the
economically active population (Eap) engaged in agriculture,
plus an additional adjustment to take account of the greater
participation of women and children in that population. The

. urban underemployed are selt-employed workers and un-

paid family workers in the non-agricultural EAP, excluding

professionals and technicians who fall within these catego-
ries,



40

CEPAL REVIEW No. 24 / December 1984

economic growth is a necessary condition for the
elimination of poverty and underemployment,
but not, as can be seen from the events of recent
decades, sufficient to achieve this unaided. The
stne qua mon is self-sustaining economic growth,
which calls for new conditions of international
insertion. These, in their turn, must be based on
new forms of industrialization and relations be-
tween agriculture and industry. This naturally
implies that in order to combat poverty and un-
deremployment the problems of the traditional
rural sector 1:1ust be solved in the rural localities
themselves. Hence it is essential to study the sub-
Jject of the structure of production, which is a

determining factor for generating new forms of
economic growth which will make possible the
simultaneous solution of these two great man-
ifestations of Latin American underdevelop-
ment,

In the present article, in which the causes of
underemployment and poverty are analysed with-
in the framework of the functioning and struc-
ture of the global system, the evolution of Latin
America is compared with that of the developed
capitalist countries and, inside Latin America, a
comparison is made between three groups of
countries, classified according to their levels of
poverty.

The situation as regards poverty and underemployment

Around the period of the 1970s, 40% of Latin
American families were in a state of poverty,
since their income did not cover their minimun
basic needs: that is to say, their food intake was
less than the basic “basket”, so that we must also
regard this 40% of families as undernourished.

Poverty is basically a problem which has its
roots in rural areas. Of the total of under-
nourished or poor in the Latin American region,
60% are of rural origin (see table 1). Further,
of the total number of rural families, 62% were
found to be in a state of poverty; in contrast, only
26% of urban families were in this condition. In
1980, considering 14 countries in Latin America
(the same number as was used in the calculation
of poverty), 42% of the economically active pop-
ulation was underemployed, a figure very similar
to that for the proportion of families in a state of
poverty. Among the underemployed, too, those
of rural origin predominate (54% of the total of
underempioyed).

The proportions of underemployment in ru-
ral and urban areas are similar to those for pover-
ty mentioned above. Thus, in 1980 in rural areas
(considering in this case the agricultural sector
proper), 65% of the agricultural economically
active population was underemployed, whereas
in urban areas only 30% of the non-agricultural
EAP was in that condition.

In classifying the countries of Latin America
the rural predominance in poverty and un-
deremployment is again apparent (table 2). The
central criterion for grouping the countries was
the number of poor families as a percentage of
the total population. When this information was
not available for a country, life expectancy at
birth was used, since this has a very close and
direct correlation with the proportion of poor
families. The countries were classified in three
groups:

Group B contains the countries with per-
poverty level below 25% of the total population:
Argentina, Uruguay, Chile, Costa Rica and
Venezuela. It also includes Cuba, the country
with the highest life expectancy at birth in the
region.

Gruup B contains the countries with per-
centages from 34 to 49: Mexico, Panama, Brazil
and Colombia. Paraguay also belongs to this
group, by reason of its life expectancy at birth.

Group C consists of the countries with over
50% of poor families in the total population:
Peru, El Salvador, Guatemala, Honduras, Nica-
ragua and Haiti. Through the criterion of life
expectancy at birth Ecuador, the Dominican
Republic and Bolivia are also included in this
group

On average, the countries in group A had
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Table 2

LATIN AMERICA;
ECONOMIC AND SOCIAL INDICATORS, 1980

A B" e
Percentage undernourished 15 43 64
Life expectancy at birth 70 64 58
Percentage underemployed 28 45 58
Percentage employed in agri-
culture 16 52 50
Percentage rural pepulation 29 49 69
Productivity of agricultural
labour force {dollars) 4 291 1318 654
Traditional rural sector as a
percentage of toual labour
torce 9 24 35

Source: Life expectancy at birth, percentage employed in

agriculture and productivity of agricultural labour force:

World Bank (1982}, Underemployed and traditional ru-

ral sector: preaLC (1980). Undernutrition: see table 1,

“Argentina, Costa Rica, Chile, Uruguay and Venezuela.

PBrazil, Colombia, Mexico, Panama, Paraguay.

“Bolivia, Ecuador, El Salvador, Guatemala, Haiti, Hon-
duras, Nicaragua, Peru, Dominican Republic.

156% of poor families in their total population
around the decade of the 1970s. Group B had an
average of 43% and group C, 64%.

Some economic indicators of agriculture in
the three groups of countries reflect the in-
fluence of rural problems on poverty. In 1980
group A had barely 16% of its labour force en-
gaged in agriculture; in contrast, group B had
32% of its workforce in agriculture and group C,
50%. Poverty levels are higher in those countries
in which more workers are employed in agricul-
ture.

The proportion of the traditional rural sec-
tor in the total labour force has the same effect.
This sector is basically composed of self-
employed workers and unpaid family workers.
In 1980 the group A countries had a very low
proportion of labour in this sector (9% of their

total workforce}; group B had 24% and group C,

35%. The countries with the highest proportion
of their economically active population in the
traditional rural sector, in which the problem of
the peasantry in the region is concentrated,” are
those with the highest proportion of poverty.

2 Self-employed agricultural workers form the bulk of
the peasantry. Schejtman characterizes the peasant economy

The proportion of the population engaged
in agriculture and the proportion in the tradi-
tional rural sector have a decisive influence on
the differences in productivity of the agricultural
labour force. These factors are even more in-
fluential than the potential and quality of the
land and the techniques used.

In 1980, the productivity of the agricultural
labour force in group A came to US$ 4 291, as

- compared with US$ 1318 in group B and

US$ 654 in group C.

The rural situation and the proportion
accounted for by the traditional rural sector, in
which the peasant sectors are situated, are de-
terminants of the levels of poverty. The countries
in group A, where the traditional rural sector
accounts for only a negligible proportion, display
the lowest poverty levels in the region. At the
other extreme, those in group C, with the highest
percentages of the labour force in the traditional
rural sector, have the highest level.

Two examples will suffice to show the in-
cidence of the traditional rural sector —self-

as that which "... comprises that sector of national farming
activity where production is carried on by family-type units
with a view 10 ensuring,cycle by cycle, the reproduction of
their conditions of life and labour, or, in other words, the
reproduction of the producers and the unit of production
itself”, “The peasant unit is, at one and the same time, a unit
of production itself.” “The peasant umnit is, at one and the
same time a unit of production and of consumption where
the domestic aspect is inseparable from the productive activ-
ity. Here the decisions concerning consumption are insepar-
able from those affecting production, and the lacter is un-
dertaken without (or with very little) employment of (net)
wage labour...” “The intensity in the use of factors —given
the available volume of these and the technological level— is
determined by the degree of satisfaction of the reproductive
needs of the family and the farming unit, coupled with the
debts or commitments incurred with third parties...” “The
peaseant economy is not a natural economy or one of self-
sufficiency or autarky, since a variable proportion of the
material elements of its reproduction —whether inputs or
articles of final consumption— have o be bought for money
in the market. Hence the family unit is obliged to participate
in the market of goods and services as a supplier of products
and/or labour...” “In other words, the question of what to
produce is not determined by the commercial nawure of the
product, but by its role in the maintenance of the family and
the productive unit...” *The peasant unit, in contrast to the
agricultural enterprise, cannot be conceived as an in-
dependent unit isolated from other similar units; it is always
seen as forming part of a larger set of units with which it
shares a common territorial base: the local community”
(EcLac, 1982).
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employed workers or smallholders— on poverty.
In Peru smallholders (with less than 3 hectares)
represented around 54% of the total of poor
families and 80% of poor rural families in 1972
(Couriel, 1981). In Mexico self-employed agri-
cultural workers represented 54% of the rural
poor in 1975 (prEDEsAL, 1983).

An analysis of underemployment likewise
demonstrates the influence of the traditional ru-
ral sector. In 1970, 61.4% of the total of un-
deremployed were in the traditional rural sector
and in 1980 this sector was still predominant
—despite the massive migration to the city—with
54% of the total (see table 3).

Table 3
POPULATION AND EMPLOYMENT BY SECTORS
(Percentages)
Latin America Group Group Gro‘up I?:Z;{Z}?se:l
countries

1950 1980 1950

1980 1950 1980 1950 1980 1960 1980

Underemployed 46.1 420 269
Rural underemployed/

wotal underemployed 705 538 366
Urban infermal/urban EAP 308 302 248
Traditional rural/total EAP 325 226 101
Traditional rural/total rural 594 648 326
Rural popuiation 61.1  41.0 40,0
Employed in agriculture/total

EAP. 547 349 339

280 509 430 571 580

324 766 h49 732 624
23.2 326 315 475 4456

9.0 350 240 439 350
50.6 637 632 636 837
19.0  64.1 420 751 62,0 32.0 22.0

204 612 471 66.1 49.0 18.0 6.0

Rates of growth 1950-1980

Total population 2.9 2.3 3.1 2.9 0.9
Urban population 4.3 5.0 4.8 4.8 1.6
Rural population 1.5 1.0 1.5 2.0

Total EAP 2.4 1.7 2.7 2.3 1.2
Urban EAP 3.7 2.5 4.4 3.8 1.8
Rural EAP 0.9 -0.1 1.0 1.2 —
Urban formal employment 3.7 2.5 4.5 3.9 -
Urban informal employment 3.7 2.3 4.3 3.6 —
Modern agricultural employment 0.5 =11 1.0 -1.5 —
Traditional agricultural employment 1.2 14 1.0 2.1 —

Source: Developed capitalist countries: World Bank (1982 a); total urban and rural population: creat. (1982); other data: preALG

(1980).
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II

The causes of the evolution of underemployment

In the period 1950-1980 underemployment de-
chined slightly for the region as a whole (on the
basis of the 14 countries studied by prEALG,
1980),® falling from 46.1% of the labour force in
1950 to 43.8% in 1970 and 42% in 1980. The
dynamic economic growth of the region during
30 years did not succeed in eliminating it.

Underemployment persisted in the three
groups of countries, though with a decline in
group B. Group A had 26.9% of underemployed
in 1950 and 28% in 1980; group C had 57.1% in
1950 and 58% in 1980; and group B showed a fall
from 50.9% in 1950 to 43% in 1980.

Why has it not been possible to secure a sub-
stantial improvement in underemployment? In
the period 1960-1980 Latin America registered a
high rate of economic growth: the gross domestic
product rose at a cumulative annual rate of 5.5%,
while in the developed capitalist countries the
higure was only 4.2% during the same period.
Such high rates of growth, which even exceed
those of the developed capitalist countries as a
whole, have been rare in the past. It can there-
fore be categorically stated that Latin America
did not suffer from insufficient dynamism, so
that this cannot have been the explanation of the
scant improvement in underemployment.

‘The economic growth is confirmed by the
analysis of the different groups of countries in
the region (1able 4). In the group B countries the
gross domestic product grew at an annual
cumulative rate of 6.5% during the period. After
them came the group C countries with 4.8% and,
finally, group A with 4%. This last group in-
cludes Argentina, Chile and Uruguay, which do
indeed show signs of dynamicinsufficiency, since
the overall rate of 4% was largely achieved thanks
to the high rates of growth in Costa Rica and
Venezuela.

Nor can the persistence of underemploy-
ment be attributed to a fack of labour absorption

i Argentina, Bolivia, Brazil, Chile, Colombia, Costa
Rica, Ecuador, El Salvador, Guatemala, Mexico, Panama,
Peru, Uruguay and Venezuela.

Table 4

PRODUCTIVITY OF LABOUR FORCE,
EMPLOYMENT AND PRODUCT

(Growth rates 1960-1980)

Latin America Developed
capitalist
Total A B C countries

Employment
Total 2.9 21 32 28 1.2
Agriculture 07 -03 05 17 -39
Industry 3.7 14 50 34 1.1
Services 46 34 51 46 2.4
Product
Total 55 40 65 48 4.2
Agriculture 34 27 38 30 1.4
Industry 6.1 35 76 56 4.5
Services 5.9 48 69 5.1 4.2
Productivity
Total 25 18 31 19 3.0
Agriculiure 2.7 30 32 13 5.5
Industry 22 21 25 2] 3.3
Services 1.3 14 17 05 1.7

Source: PREDESAL, based on data from World Bank (1982 a).
The use of this source enables us to compare the evolution
of Latin America, its three groups of countries, and the
developed capitalist countries (Austria, Belgium, Canada,
United States, France, Italy, Japan, Norway, Netherlands
United Kingdom and Sweden).

in the urban areas. On the contrary, the growth
rates of urban employment were extraordinarily
high. In Latin America the urban areas had a
decisive influence on the growth of production,
especially in the industrial sector (comprising
mining, manufacturing and construction).

The industrial product grew at an annual
cumulative rate of 6.1% in Latin America during
1960-1980 as against 4.5% in the developed capi-
talist countries, while services in Latin America
expanded at an annual cumulative rate of 5.9%
compared with 4.2% in the latter countries.

This greater economic growth in Latin
America also signifies a greater capacity for
labour absorption during the period. In the re-
gion as a whole employment rose during 1960-
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1980 at an annual cumulative rate of 2.9% (com-
pared with 1.2% in the developed capitalist
countries}). In the urban localities of Latin Amer-
ica employment in the industrial sector went up
at an annual cumulative rate of 3.7% as against
1.1% in the developed capitalist countries, while
employment in services grew by 4.6% in Latin
America compared with 2.4% in the latter
countries. In brief, employment in the Latin
American industrial sector rose between 1960
and 1980 at a rate more than three times that of
the developed capitalist countries, while in the
services sector the rate was almost doubie.

These higher rates of urban manpower
absorption were accompanied by lower rates of
improvement in labour productivity. In Latin
America this rose at an annual cumnulative rate of
2.2% and that of the services at a rate of 1.3% as
against 3.3% and 1.7% respectively in the de-
veloped capitalist countries. Thus, although
Latin America registered greater growth in
urban production and employment than the de-
veloped capitalist countries, it showed less im-
provement in the productivity of its urban
€CONOMIC $Sectors.

Special mention should be made of the
evolution of the socialist countries of eastern Eu-
rope. During the period 1951-1970 the average
growth of industrial employment (manufactur-
ing only) in seven such countries was equal to that
of the industrial sector of Latin America en 1960-
1980. In both cases the annual cumulative
growth was 3.7%, but in the former the product
increased by an annual cumulative 9.9% and
labour productivity by 6%. This performance of
the socialist countries has undoubtedly been in-
tfluenced by the programming of the structure of
production in terms of national and regional
objectives,

In Latin America the highest rates of global
and sectoral growth in production, employment
and labour productivity are found in the group B
countries (table 4). In essence the performance
of the urban sectors in the region may be re-
garded as very positive in terms of growth of
production and capacity for labour absorption,
specially when compared with the developed
capitalist countries. Nevertheless this growth,
above all in the industrial sector, has been based
on a model which now in the 1980s is showing
signs of exhaustion.

Thus, the structure of production is based on
a share in the international market in which
primary products continue to predominate, and
this affects the real revenue in foreign exchange
—the scarcest resource in the region— even in
the oil-exporting countries. At the same time,
Latin America has applied an industrialization
process without technological adaptation or cre-
ation with few internal linkages, low levels of capi-
tal goods production and scant efficiency or com-
petitiveness in the international markets. Be-
cause of these features, the form of industrial
development cannot establish a productive struc-
ture with strictly national objectives, it cannot
ensure a dynamic linkage with the international
market, and it is unable to eliminate un-
deremployment and poverty. The States did not
progamme this productive structure with the
needs of each country in mind. The way it de-
veloped was largely due to the poor showing of
the local bourgeoisies as regards the generation
of autonomous processes of national develop-
ment, through lack of local development pro-
jects. The formation of the productive structures
has been greatly influenced by the transnational
corporations, whose aims do not necessarily coin-
cide with national needs respecting what to pro-
duce and how to produce it (Fajnzylber, 1983).

The capacity of Latin American manufactur-
ing to promote the development of the rest of the
economic sectors is also less than in the de-
veloped capitalist countries, owing to its poor
linkages, non-production of capital goods and
lack of technological innovation. In particular,
the manufacturing industry of the developed
capitalist countries, which is in the vanguard of
world development, has promoted 4 homogeniz-
ing process within and among sectors. In con-
trast, Latin America has persisted in a
heterogeneous production style,with great dif-
ferences in labour productivity in different sec-
tors and even within a single sector.

Latin American agriculture, unlike that of
the developed capitalist countries, does not pro-
vide any economic impetus that carries with it the -
traditional rural sector and incorporates it as a
beneficiary in the process. This is mainly because
the incorporation of technology in agriculture
was based on imported techniques, which were
not necessarily in keeping with the local resource
endowment.
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The great absorption of labour in the urban
economic sectors has probably been based on low
levels of productivity, and has therefore not per-
mitted those employed in the urban areas to earn
enough to meet their basic needs. This may part-
ly explain the persistence of the levels of un-
deremployment in Latin America.

Even so, the level and rate of absorption in
the urban formal sector have been high in Latin
America.* In the period 1950-1980 the annual
cumulative growth rate of employment in the
sector reached 3.7%. This is almost double that
recorded in the devoloped capitalist countries
—1.8% in 1960-1980—, if it is assumed that all
the absorption of labour in the industrial and
services sectors in these countries corresponds to
the urban formal sector. :

The rate of 3.7% for Latin America is based
on a rise of 4.5% in the group B countries, 3.9%
in group C and 2.5% in group A, all of which
figures are considerably higher that those reg-
istered in the developed capitalist countries.

Itis therefore neither dynamic insufficiency,
nor incapacity to absorb labour in the pre-
dominantly urban sectors, nor failure to absorb

“in the urban formal sector, that characterize the
economic evolution of Latin America. The per-
sistence of underemployment is not explained by
the action of any of these factors.

"There has also been high growth in employ-
ment in the urban informal sector, as a result of
the rapid increase in the urban labour force. In
1950-1980 the rise in employment in the urban
informal sector® was similar to that of the urban
EAP and to that of the urban formal sector (3.7%).
This means that there has been no change
throughout 30 years in the urban employment
structure. In 1950 the urban informal sector rep-
resented 30.8% of the urban ear. In 1980 it still
amounted to 30.2%.

By groups of countries, growth in the period
1950-1980, was slightly higher in the formal than
in the informal sector. In group A the formal
sector grew by 2.5% and the informal by 2:3%; in

* This excludes self-employed workers and unpaid
family workers in the non-agricultural EAp and includes pro-
fessionals and technicians categorized as self-employed work-
ers.

® Non-agricultural seif-employed workers and unpaid -

tamily workers, excluding professionals and technicians.

group B the rates were 4.5 and 4.3%, and in
group C, 3.9 and 3.6%.

In the United States the urban informal sec-
tor accounted for 36.6% of non-agricultural
employment in 1900, falling to 21.5% in 1920
and 15.5% in 1960. Between 1900 and 1920 non-
agricultural employment in the United States
rose at an annual cumulative rate of 3% and the
urban informal sector at 0.3%. Between 1910
and 1960 non-agricultural employment rose at
an annual cumulative rate of 1.9% and the urban
informal sector at 0.6%.

The fall in the proportion of the urban in-
formal sector in the United States was not due to
greater absorption in the formal sector, but to the
lower rate of growth of the urban labour force,

The growth rate of non-agricultural employ-
ment in Latin America between 1950 and 1980
amounted to 3.7%, while for the United States it
was 3.5% between 1870 and 1900, 2.9% between
1900 and 1920, 2.1% between 1920 and 1950,
and 1.8% between 1950 and 1980. Its rates are
always lower than those of Latin America and
constantly on the decline. The differences be-
tween Latin America and the United States as
regards the behaviour of the urban informal sec-
tor are due to the differences in the growth of the
labour force, and especially the urban labour

~ force (see table 5).

Table 5

GROWTH OF NON-AGRICULTURAL
LABQUR FORCE

Latin America

(14 countries) United States

1950-1980 3.7

1870-1900 3.5
1900-1920 2.9
1920-1950 2.1
1950-1960 1.7

" Seurce: Latin America: PREALC (1980); United States: Leber-

gott (1964).

The persistence of the informal sector in the
urban employment structure is a useful factor
for understanding the scant decline of un-
deremployment in Latin America. The high



POVERTY AND UNDEREMPLOYMENT IN LATIN AMERICA / Alberto Couriel 47

growth rate of this sector does not stem from
dynamic insufficiency or from the incapacity of
the urban formal sector to absorb labour, but
from the high growth rate of the urban labour
force.

The importance of the urban informal sector
explains the differences in productivity in the
services sector. Both in Latin America and in the
developed capitalist countries the greatest in-
creases in employment, between 1960 and 1980,
occurred in the services sector. In both cases,
they are almost double the total growth of
employment.

As a result of a swollen urban informal sec-
tor, the productivity of services is much lower in
Latin America than in the developed capitalist
countries; in 1980 it was almost four times higher
in the latter countries. In contrast, the productiv-
ity of the industrial workforce was only 2.5 times
higher in the developed capitalist countries, ow-
ing to the unique role they have been called upon
to play in the creation and incorporation of tech-
nical innovations and the differences in the in-
dustrial structure.

In Latin America in 1980 group A, with the
urban informal sector accounting for 23% of the
urban labour force, had a level of productivity of
the services sector of US$ 5 738 at current prices
(see table 6). Group B, with 31.5% of urban in-
formal sector, had a productivity of US$ 3 036.
US$ 4 231. Group C, with 44.5% of urban in-
formal sector, had a productivity of US 3 036,
Thus, group A, whose proportion of workers in
the urban informal sector was only half that of
group C, had close on double the latter’s pro-
ductivity in the services sector.

The differences in the growth of the labour
force, especially in urban areas, are factors that
account for underemployment. Between 1950
and 1980 the Latin American labour force grew
at an annual cumulative rate of 2.4% and the
non-agricultural urban force at a rate of 3.7%
(PrREALC, 1980). Between 1960 and 1980 the
labour force in Latin America increased at a
cumulative 2.8% per annum and the urban
labour force at 4.2% (World Bank, 1982). For the
same period (1960-1980) the developed capitalist
countries recorded an annual growth of the
labour force of only 1.2% and 1.8% for the non-
agricultural workforce, figures which are much
lower than those of Latin America. Indeed, inthe

Table 6

PRODUCTIVITY OF LABOUR FORCE
IN CURRENT DOLLARS

Agri- Indus-  Servi- Total
cultural - trial ces
Group A
1960 496 1162 1213 1017
1980 4291 9613 5738 6520
Group B
1960 209 1162 1009 613
1980 1319 5515 4231 3625
Group C
1960 166 585 869 388
1980 654 3575 3036 1939
Latin America
1960 232 1083 1055 633
1980 1 424 6125 4459 3891
Developed capitalist
countries
1960 918 2804 3265 2700
1980 7 604 15793 16506 15719

Source: PREDESAL, based on data from World Bank (1982 a),

socialist countries of eastern Europe the labour
force increased by only around 1% per annum
between 1960 and 1980.

For a better understanding of the im-
portance of the increase in the labour force, and
above all the urban labour force, in Latin Amer-
ica, we need only note that during this century
the angual growth of the labour force in the
United States has been around 1.6% while in
countries like Germany, Belgium, France, Italy
and the United Kingdom the rate has been less
than 1% during the same period.

In the history of the United States there wasa
period of growth {1870-1900) very similar to that
of Latin America, when the labour force in-
creased at an annual cumulative 2.7% and the
non-agricultural workforce at 3.5%. This was
due to the impulse given by the great in-
ternational immigrations —the total population
grew at a rate of barely 2%— with employment
assured for the newcomers. The industrial
revolution of the United States attracted im-
migrants who found suitable jobs there (table 7).°

6 According to V. Tokman (1982), the fact that in the
United States the proportion of agricultural labour has fallen
from 55% o 35% and that the growth of the total and urban
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Table 7
GROWTH OF LABOUR FORCE

1950-1980
Latin America
(14 countries) 2.4
1870-1900
United States .27
United Kingdom
Ltaly
Germany
1913-1947
Japan 0.7
Sweden
France
Netherlands
1895-1946
Belgium 0.3
1895-1914
Argentina 3.7

1900-1950  1960-1970  1970-1980
1.6 1.8 1.5
0.7 0.6 0.3
0.6 —-0.1 0.7
6.8 0.2 0.7
— 1.9 1.3

1.0 1.3
0.6 1.1
5 1.6 1.3
0.3 0.7
1.3 1.2

Seurce: For 1960-1970 and 1970-1980: World Bank (1982a); for Latin Amer-
ica 1950-1980: preaLc (1980) and Kuznets (1961); for Argentina 1875-
1914: Clark (1957); for United States 1870-1900: Lebergott (1964).

Something similar occurred in Argentina:
between 1895 and 1914 the total labour force
grew at an annual cumulative rate of 3.7%, and
the urban workforce undoubtedly increased
even faster. But Argentina was also a country
with vast empty spaces, which encouraged im-
migration by assuring employment of reasonable
productivity.

By contrast, in Latin America similar growth
rates of the urban labour force are due not only
to urban attraction caused by the city’s own
economic dynamism but also to rural expulsion
as a result of the economic and power relations
typical of the region’s agriculture. Where these
expulsive factors exist, this means that the in-
creased urban labour force has no assured pro-
ductive employment in the urban areas, as would
apply in the case of international migration. And
it is this high growth rate of the urban workforce

tabour force presents rates similar to those of Latin America
in 1950-1980 proves that the growth of the urban workforce
is of less importance for the employment. problem. With a
different thesis and interpretation, our study has been based
on the methodology of this author.

that explains the persistence of the informal sec-
tor in the urban labour force and the high rate of
growth of its activities.

As the growth of the urban workforce is low-
erin group A (a cumulative annual rate of 2.5%)
than in groups B (4.4%) and C (3.8%), it might be
inferred that this group was in a better position to
solve the underemployment problem. However,
the lack of dynamism prevented any such im-
provement. In the countries of groups B and C,
for their part, which had greater economic
dynamism, there was a notably faster increase in
the urban labour force.

The growth of the urban workforce is the
result of the natural increase of the population
and of the internal migration flows from rural to
urban areas.

Between 1950 and 1980 the Latin American
population grew at an annual cumulative 2.9%,
whereas in the developed capitalist countries be-
tween 1960 and 1980 the corresponding figure
was 0.9%. This growth was due to the fall in
mortality, coupled with persistently high birth
rates, owing to the improvement in health ser-
vices and nutrition. The fertility rate continued
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to rise as income levels fell; the proportion of
rural population was higher, and the level of
education was lower, especially among women.
"This is the cause of the differences between Latin
America and the developed capitalist countries.
In 1980 the per capita product in Latin America
was five times lower than that of the developed
capitalist countries and the region’s rural popula-
tion amounted to 41% as against 22% in the latter
countries. The same differences occur between
Latin American countries. In group A, with its
higher income and smaller proportion of rural
population, the rates of population growth are
lower than in groups B and C.

Population growth is closely linked with the
general development of the region. The higher
levels of income, urbanization and female educa-
tion produced by development will make pos-
sible a decline in the birth rate and thereby lower
natural growth of the population and hence of
the workforce. In Latin America the countries
with higher levels of income and urbanization
and lower levels of illiteracy, such as Uruguay
and Argentina, have very much lower popula-
tion growth rates than the other Latin American
countries.

The rural-urban migrations are caused by
both urban attraction and rural expulsion. These
migratory flows are universal in Latin America
and account for 38% of the growth of the urban
workforce. Urban attraction is so strong that in
some countries of the region urbanization even
precedes industrialization. In the last 30 years,
however, industrialization has generated con-
ditions of attraction which have fostered internal
migration.

In countries like Peru, even the fact of being
among the 30% of lowest-income families in
Lima has meant an income 5.4 times higher than
that obtained by the 30% of lowest-income fami-
lies in the rural sierra (Couriel, 1981).

Migration in the developed societies does not
mean high growth rates in the urban workforce,
because of the small proportion of rural popula-
tion; in these countries the rural population
amounted to 22% of the total population in 1980,
and those employed in agriculture constituted
only 6% of the total labour force.

In Latin America, by contrast, because of the
larger proportion of rural population and agri-
cultural workers, internal migration swells the

urban workforce and hampers its absorption in
full-time productive employment at determined
levels of productivity. Besides the factors of
urban attraction, account must also be taken of
the factors of rural expulsion,which stimulate
this migration. The characteristics of agricultural
modernization and the prevailing power rela-
tions have a decisive incidence on expulsion from
the rural areas. Agricultural modernization ex-
pels manpower through two mechanisms. On the
one hand, the advance of modernization has
caused the transfer of part of the peasant sector
to marginal land of inferior quality. This transfer
has taken various forms, many of them coercive,
as a result of the power relations in the rural
areas which affect the peasant sectors. Expelled
from their land, these peasants find it more dif-
ficult to produce the basic foods for their family
group and are obliged to supplement their in-
come with other occasional work, or to emigrate
to other regions, particularly the cities. The need
to eat forces them to emigrate. In Peru, the
achievement of literacy by the younger genera-
tion in the rural sierre gives them a passport to
emigrate to urban areas.

On the other hand, with the modernization
of agriculture in Latin America the growth in
production is lower than in the urban areas, and
the level of labour absorption is particularly low.
Between 1950 and 1980 employment in the mod-
ern rural sector grew hardly at all, with an annual
cumulative rate of 0.5%. ‘There can be no doubt
that this reflects the techniques applied in the
region, which involve extensive mechanization
and little irrigation,thus affecting the absorption
of labour. The use of techniques unsuited to the
combination of resources in the region is also
explained by the relations between agriculture
and industry and the action of the State. The
meagre production of capital goods and the lack
of creation and adaptation of technology in Latin
American industry have hampered the promo-
tion of agricultural techniques adapted to the
abundance of land and labour. Hence techniques
have been adopted that were devised in the de-
veloped countries, where labour is scarce, and
these have proved inefficient in the conditions of
the region. Moreover, through the instruments
of economic policy it has applied (tariffs, taxes,
prices and credits), the State has promoted the
use of techniques involving overcapitalization in
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relation to the local resource endowment,

The features of power relations in Latin
America, particularly in rural areas, affected the
peasant sectors, which have not benefitted as
they should from land distribution, water supply,
access roads, financial and technical assistance,
price ratios, or wage levels when they undertake
occasionai labour.

Even in countries in which extensive agra-
rian reforms were implemented, such as Peru
and Chile, large sectors received no benefit from
the measures of the State. In Peru, the agrarian
reform of 1969 failed to reach 75% of the agri-
cultural population, which did not enjoy the
advantages of the policies of land reform, prices
credit and technical assistance. In Chile close on
80% of the agricultural labour force had no share
in the redistribution of land.

There is indubitably a basic problem here:
the man/land ratio is very high and it was difficult
to include the whole of the farming population in
these two agrarian reform processes. But there
are also styles of management, forms of mo-
dernization, and priorities in the use of economic
policy instruments which are detrimental to the
traditional rural sector, such as self-employed
workers and smallholders. All this has a decisive
influence on the expulsion of rural population to
the urban areas; moreover, their own natural
growth raises the man/land ratio and makes the
food situation still worse,

To sum up, the factors of rural expulsion are
a primary cause of the growth of the urban work-
force and the growth in employment in the
urban informal sector, Further, the conditions of
rural expulsion do not ensure productive
employment in the city, in contrast with what
occurred in the United States between 1870 and
1900, when it was the international migrations
which accounted for the increase in the urban
labour force.

Thus, the evolution of Latin American agri-
culture and its forms of modernization are fac-
tors that explain the persistence of un-
deremployment in the region. In the period
1960-1980 the performance of agriculture was
relatively dynamic. The agricultural product
rose at an annual cumulative rate of 3.4% as
against 6% for the non-agricultural product.
Compared with the developed capitalist coun-
tries, the increase in agricultural production in

Latin America was two points higher: 3.4% as
against 1.4%.

During the same period, the growth of
employment in agriculture in Latin America was
much lower than that of the non-agricultural
sectors: an annual cumulative 0.7% compared
with 4.3%. The low absorption capacity of agri-
culture has a powerful influence also on the con-
tinuing underemployment in the region. The
developed capitalist countries, with a very low
proportion of their workers employed in agricul-
ture, expelled labour at an annual cumulative
rate of -3.9% in the same period.

The low capacity of agriculture for absorp-
tion is of interest in understanding the trend of
the productivity levels of the agricultural labour
force. For Latin America as a whole, this pro-
ductivity rose at rates above those of the in-
dustrial and services sectors. Between 1960 and
1980 it achieved an annual cumulative 2.7% in
comparison with 2.2% in the industrial sector
and 1.3% in services.

In group A, in which the proportion of work-
ers in agriculture is very low, the rise in pro-
ductivity of the agricultural labour force reached
an annual cumulative rate of 3%, because agri-
cultural employment fell in absolute terms at a
rate of -0.3%. In group B, since the absorption of
labour in agriculture is very low (0.5%), there was
also a greater rise in the productivity of the agri-
cultural labour force than in that of the other
sectors: 3.2% compared with 2.5% in industry
and 1.7% in services. In group C, however,
where the levels of agricultural employment re-
main higher, the increase in the productivity of
the agricultural labour force was lower than that
of the industrial sector.

The dynamism of agricultural production is
undoubtedly the result of production increases
in the modern sector. The absorption of labour,
however, has been insufficient in this sector; in
1950-1980 the rate was an annual cumulative
0.5% which meant a relative decline in the pro-
portion of workers in the modern rural sector in
relation to the total employed in agriculture
(40.5% in 1950 and 35.2% in 1980).

The low capacity for absorption of labour in
the rural modern sector is observable in all three
groups of countries. In group A employment
declined in absolute terms (an annual cumulative
-1.1%), in group B it rose by only 1%, and in
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group C it went down by an annual cumulative
-1.5%. This low capacity may be due to changes
in land use and to the application of technologies
that make little use of labour, which may imply a
trend away from labour-intensive crops to others
with less demand for manpower.

Among the technologies applied in the agri-
cultural sector, we regard as basic the use of
fertilizers, irrigation and mechanization. The
first two may be considered labour-absorbing
techniques. Mechanization, for its part, does not
usually improve the productivity of the land, but
it does improve that of labour, with the result that
it displaces this abundant resource.

Fertilizer use in Latin Americaamountsto 15
tons per 1 000 hectares of arable land, as against
54 in the United States and 504 in the Nether-
lands. In Latin America irrigation covers 8.3% of
the arable area, in the United States 11% and in
Japan 67%. As regards the number of tractors
per 1 000 arable hectares, Laiin America has 5.1,
the United States 25, Japan 225 and the Nether-
lands 207 (table 8).

Since the region does not create technology,

it copies the techniques of the developed coun-
tries, which have a different resource endow-
ment. In 1980, for example, while Latin America
had 35% of its labour force in the agricultural
sector, the corresponding figures were 2% in the
United States and 6% in the Netherlands. This
explains why the developed countries are in-
terested in mechanizing agriculture. In the
United States, in 1980, 2 142 tractors were in use
per 1 000 members of the agricultural ear, and
608 in the Netherlands. In Latin America, in
contrast, 21 tractors per 1 000 members of the
agricultural Eap were in use. Although the level
of application of agricultural techniques is much
lower in Latin America, it might have been more
advantageous, in view of the available resources,
to develop irrigation and fertilizer use rather
than the use of tractors. The lack of labour
absorption in the rural modern sector may be the
reflection of mechanization, even encouraged by
State-administered economic policy instruments
such as tariffs, taxes, exchange rates and credit,
which have given rise to price ratios more favour-
able to the use of machinery than of manpower.

Table 8
AGRICULTURAL TECHNOLOGY, 1980

Cereal Cereals % rri- Fertilizers Tractor (units)
yield/ gated
hectare area
Agric. Trac- Tans/l H00 1 000 1 000/ 1 000
EAP tors arable agric. arable agric.
hectares EAP hectares EAD
United States 4 162 135.6 0.06 10.8 54.2 4 639.5 25.0 2 1420
Bulgaria 3 854 5.3 0.13 28.6 100.6 272.0 14.8 40.0
Japan 5272 22 0.0l 66.6 159.2 7.5 9945 165.7
Netherlands 5 688 1.4 0.01 31.9 504.6 1 659.1 206.7 607.5
Mexico 1918 1.6 0.10 22.0 35.6 114.6 4.9 15.8
Brazil 1 329 1.8 0.08 2.9 12.7 52.0 5.2 21.2
Argentina 2 204 13.0 0.09 4.5 1.7 43.4 5.8 150.0
Colombia 2 390 1.3 0.11 5.5 26.9 68.4 4.9 18.0
Venezuela 1 882 1.8 .04 8.5 26.1 118.3 6.3 4.0
Costa Rica 2 207 1.0 0.04 80.4 152.7 9.9 22.0
El Salvador 1737 0.8 0.18 71.3 68.3 4.6 4.4
Guatemala 1 524 0.9 0.26 3.8 32.1 48.8 2.2 3.3
Latin America 1.8 .09 8.3 ib.0 61.6 5.1 21.0
Group A 6.8 0.07 7.0 h.8 83.3 6.3 91.2
Group B 1.7 . 0.09 7.9 9.3 70.4 5.1 18.6
Group C . 0.6 0.15 13.9 17.6 31.4 0.5 3.7

Source; PREDESAL, based on rao (1981),
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This may be another manifestation of the lack of
planning of resource use in Latin America.

The nub of the underemployment problem
in Latin America lies in the high proportion
accounted for by the traditional rural sector in
agriculture, the increase in self-employed work-
ers and the high proportion of peasants who do
not improve their productivity or income on
their farms.

While employment in the agricultural mod-
ern sector in the period 1950-1980 went up by
only an annual cumulative 0.5%, the traditional
rural sector increased its manpower by 1.2%, so
that its share of the total employed in agriculture
rose from 59.4% in 1950 to 64.8% in 1980.

The process of modernization and economic
growth in the region has not done away with the
contingent of self-employed agricultural work-
ers. Indeed, they have increased their share in
agriculture, but owing to the mass migration to
urban areas their share in the total labour force
declined from 32.5% in 1950 to 22.6% in 1980.
For the same reason, the proportion of rural
underemployed in the total of underemployed
fell from 70.5% in 1950 to 53.8% in 1980.

Thirty years of agricultural modernization
have not absorbed them. Population growth, and
in some cases the expulsion to marginal land,
prevents them from producing enough food ow-
ing to the rise in the man/land ratio. They emi-
grate to the cities, but this merely converts them
from self-employed agricultural workers into
self-employed urban workers and from rural un-
deremployed into urban underemployed.

They might be able to improve their pro-
ductivity and income levels in their own es-
tablishments or on new land that might be given
them, but in most of the countries the power
relations have prevented them from deriving
real benifit from agrartan policies. In general,
they have also suffered from the prevailing poli-
cies concerning prices, credit and technical assis-
tance.

The presence of these self-employed agri-
cultural workers explains the differences in pro-
ductivity between the three groups of Latin
American countries, especially in agriculture and
services,

In 1980 group A, with a very low level of
poverty and only 9% of its total labour force
employed in the traditional rural sector, reg-

istered a level of productivity of its agricultural
tabour force 6.6 times higher than that of group
C, which had 35% of its workers in the traditional
rural sector. In group B, with 24% in the tradi-
tional rural sector, the productivity of the agri-
cultural labour force was twice that of group C.
The proportion of workers employed in the tra-
ditional rural sector is the most pertinent factor
in these differences in labour productivity.

The existence of the traditional rural sector
explains why the differences in productivity of
the agridcultural labour force are greater, he-
tween the three groups of countries, than those
of the labour force in the industrial and services
sectors.

The same applies in the comparison between
Latin America as a whole and the developed capi-
talist countries. In 1980 the productivity of the
agricultural labour force in the developed capi-
talist countries was 5.3 times higher than that of
Latin America, that of their services sector was
3.7 times higher, owing to the presence of the
urban informal sector, and that of their in-
dustrial sector was 2.6 times higher.

The productivity of the services labour force
in the developed capitalist countries is higher
than that of the industrial sector. In contrast, in
Latin America the presence of the urban in-
formal sector, largely owing to rural-urban
migration, leads to lower labour productivity in
the services sector than in the industrial sector,
both for the region as a whole and for each of the
groups of countries analysed.

In agriculture, a high proportion of the tra-
ditional peasant sector scrape along on their
holdings, working at low levels of productivity on
plots too small to incorporate technical advances,
with meagre incomes which they normaily have
to supplement by working as semiproletarian
labourers outside their farms. The total income
they receive is not enough to satisty their mini-
mum basic needs.

Another portion of the peasantry has been
expelled from their land by the penetration of
capitalism and modernization in the rural areas
and has either had to move to land of poorer
quality, less extensive, with a probable increase in
the man/land ratios which weakens still further
their food situation, or else they have emigrated
to the city and joined the urban informal sector.

The presence of this peasant sector explains
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also the low agricultural wages, since they func-
tion as a reserve army. To the extent that emigra-
tion to the city augments the urban informal

sector, it also has an indirect impact on the low
wage levels in the urban areas themselves.

II1

An analysis of the Latin American countries that have improved
their employment situation

The evolution of the Latin American countries in
which levels of underemployment have declined
confirms the thesis presented in the preceding
section concerning the main causes of the per-
sistence of underemployment. Mexico, Panama
and Guatemala improved their situation by over
10 points in the 30 years considered; Colombia,
Costa Rica and Venezuela reduced un-
deremployment by between 5 and 10 points;
Chile and Brazil improved by less than 5 points in
the said period; the rest maintained their pro-
portion of underemployed or even increased it.

The importance of agriculture is noticeable
in the countries in which there was the greatest
fall in underemployment. In those where in 1950
over a third of the labour force was engaged in
the traditional rural sector (Mexico, Panama,
Guatemala and Colombia), the underemploy-
ment situation has improved because the mod-
ernization of agriculture absorbed manpower
and the modern rural sector increased its share
in the total of those employed in agriculture. In
these cases the evolution of the informal urban
sector in the total number of urban employed is

Table 9
MEXICO, BRAZIL, COLOMBIA, PANAMA AND GUATEMALA:
EMPLOYMENT INDICATORS

Mexico Brazil Colombia Panama Guatemala

1960 1980 1950 1980 1950 1980 1950 1980 1950 1980
% underemployed 569 404 483 445 483 410 588 455  6L.0 509
Traditional rural/total 4.0 184 376 276 330 187 470 9246 448  33.1
% rural populaton 53.9 203 692 460 636 379 646 465 760 h8d
% agricultural employment 644 376 601 374 592 345 532 337 685 554
Traditional rural/ agricultural G683 490 626 738 BB3 549 884 730 654 Y.
Urban informal/urban 374 358 278 273 300 344 253 316 5lb6  40.0
% rural underemployed/underemployed  77.3 455 77.8 620 683 456 799 54 734 662
Growth 1950-1980
Total population 3.4 29 2.9 2.8 3.1
Urban population 4.9 4.9 4.8 4.2 5.0
Rural population 1.4 1.5 1.6 1.7 2.2
Total Eap 2.5 2.8 2.4 2.7 2.5
Urban ear 4.5 4.4 4.1 3.9 3.9
Agricultural kap 0.7 1.2 0.5 1.2 1.8
Urban formal employment 4.6 4.4 4.4 4.5
Urban informal employment 4.4 4.4 3.7 2.3
Agricultural modern employment 2.3 0.1 0.6 4.1 2.3
Agricultural traditional employment —0.4 1.8 0.4 0.6 1.6

Source: PREALC and EcLAC for data on total, urban and rural population.
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Table )

MEXICQ, BRAZIL, COLOMBIA, PANAMA AND GUATEMALA;
ECONOMIC INDICATORS

Mexico Brazil Colombia Panama Guatemala

1960 1980 19640 1980 1960 1980 1960 1980 1960 1980
Product per capita® 326 2090 336 20560 258 1180 384 1730 262 1 080
Total productivilyh 640 4 683 624 3517 516 1 846 738 8 563 514 1991
Agricultural prnductivi(y" 186 1 301 192 1172 334 1 988 a3h 1993 250 1014
Industriat productivity” 928 6844 1485 5421 706 2637 1100 3429 532
Services productivity” 1408 6408 926 4052 6BB 1463 1181 4014 1452 4324
Employment growth 1960-1980
Total 3.2 3.3 3.7 2.9 3.4
Agricultural 1.1 0.3 0.3 -0.3 2.4
Industrial 4.6 5.4 4.9 4.2 5.5
Services 5.4 4.7 6.7 5.3 4.6
anp growth 1960-1980
Total 6.2 6.9 5.5 5.9 5.6
Agriculiaral 3.0 4.1 4.2 38 4.4
Industrial 7.8 7.8 5.4 6.0 7.7
Services 5.9 7.5 8.5 6.6 5.5
Productivity growth 196(-1 980>
Total 2.9 3.4 1.7 3.0 2.1
Agricultural 1.9 3.8 3.9 4.2 2.0
Industrial 3.1 2.2 1.1 1.7 2.1
Services 0.5 2.6 -1 1.3 0.8

Source: PREDESAL, based on data from World Bank (1982a).

“Current dollars.
bProductivity of labour force.

less important; in Panama there was even a de-
cline in underemployment owing to the absorp-
tion capacity of the modern rural sector, despite
the fact that the informal sector increased its
percentage among the urban employed.

In countries like Peru, El Salvador and Boli-
via, which in 1950 had more than a third of their
labour force in the traditional rural sector,
notwithstanding the fall in the share of the in-
tormal sector in the total of urban employed, the
incapacity of the rural modern sector to absorb
labour was determinant in the maintenance or
increase of underemployment in the 30 years
considered.

In those countries in which less than a third
of the labour force was in the traditional rural
sector, the evolution of urban employment

helped to alleviate underemployment, as occur-
red in Costa Rica and Venezuela.

Mexico is the country in which there was the
greatest decline in underemployment during the
period, amounting to 17 points in 30 years (from
56.9% in 1950 to 40.4% in 1980). The poverty
tigures also tell significantly: 52% in 1963 to 34%
in 1977 (prEDESAL, 1983). Mexico’s economic
growth was one of the most rapid in the region.
Between 1960 and 1980 the gross domestic pro-
duct rose by 6.2% per year, stimulated by the
ndustrial sector (7.8%). On the demand side the
growth of investment and government consump-
tion played an important part. In 1960-1980,
Latin America recorded a growth rate of 5.6%
per year and the developed capitalist countries,
4.2%, both figures lower than the Mexican rate.



POVERTY AND UNDEREMPLOYMENT EN LATIN AMERICA / Alberto Gouriel

bh

Table L]

ARGENTINA, URUGUAY, CHILE, COSTA RICA AND VENEZUFELA:
EMPLOYMENT INDICATORS, 1950 AND 1980

Argentina Uruguay Chile Costa Rica Venezuela

18950 1980 1950 1980 1950 1980 1950 1980 1950 1980
% underemployed 228 257 193 27.0  31.0 290 322 9272 389 315
Traditional rural/rural 27.7 417 218 457 978 386 334 430 401 774
Traditional ruralfiotal 7.6 6.3 4.8 8.0 8.9 88 204 148 225 151
% rural population 358 283 210 150 452 246  TIO 570 513 956
% agricultural employment 275 151 220 175 820 228 577 344 458 195
Urban informal/urban 21,0 230 186 231 350 27.1 293 19.0 %24 208
% rural underemployed/

underemployed

333 245 249 296 287 304 624 544 KT 479
Growth 1950-1980)
Total population 1.8 1.2 2.4 3.8 3.7
Total ear 1.4 0.8 1.6 3.2 3.1
Urban population 2.2 1.4 3.5 5.2 5.2
Urban ear 1.4 0.8 1.6 4.8 4.6
Rural population 1.0 0.3 3.1 1.3
Agricultural ear —0.6 - 0.5 1.5 0.02
Urban formal employment 1.3 0.3 2.6 52 5.1
Urban informal employment 1.7 1.5 0.7 3.3 3.1
Modern agricultural employment -1.3 ~-1.2 —-0.1 1.1 —2.7
Traditional agricuitural employment 0.7 2.5 1.6 1.9 1.5

Source: PREALC and EcLAc for data on total, urban and rural population.

The growth of employment was also high in rela-
tion to the international rate. Total employment
and that of each of the sectors rose at higher rates
than those of Latin America as a whole and the
developed capitalist countries. Mexico did not
sutfer from insufficient dynamism and achieved
high labour absorption in the modern urban sec-
tor, which grew at the notable annual cumulative
rate of 4.6% between 1950 and 1980. As in Latin
America as a whole, the growth of the informal
urban sector was very high and almost equal to
that of the modern urban sector. Thus, informal
employment grew at an annual cumulative 4.4%,
owing to the high growth rate of the urban work-
force. The growth rates of the population, es-
pecially the urban, were also very high. Between
1950 and 1980 the population as a whole grew at
an annual cumulative rate of 3.4%, the urban
polulation at 4.9% and the urban economically
active population at 4.5%. This high growth of
the urban workforce, intluenced by the rural-
urban migrations, was a determining factor in

the high growth rate of employment in the urban
informal sector.

The great difference between Mexico and
the Latin American countries as a whole lies in
the evolution of agriculture. The agrarian
transformation in the last 50 years and the style
of agricultural modernization created a greater
capacity for absorption in the modern rural sec-
tor, which explains the fall in underemployment
and poverty.

Employment in modern agriculture grew at
an annual cumulative rate of 2.3% between 1950
and 1980, while in Latin America the growth
rate was barely 0.5%.'" At the same time, the

"' In the period 1946-1948 to 1976-1978 the growth rate
of the direct fabour demand, according to the demand of the
21 principal crops, reached 1.9%. The growth of the area
cultivated led to an increase of 2.8% in the demand for
labour, while the effect of mechanization produced negative
growth of -0.8%. The composition of the crops through
changes in land use only genecrated negative growth in the
direct demand for labour (-0.1%).
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traditional rural sector in Mexico declined in
absolute terms at a rate of -0.4%, while in Latin
America it grew at an annual cumulative rate of
1.2%. Employment in the rural modern sector
expanded in Mexico from 31.7% of the total
employed in agriculture in 1950 to 51% in 1980.
The incorporation of new land influenced
labour absorption in the modern sector. The
modernization of agriculture was based on the
introduction of labour-intensive techniques. The
area irrigated reached 22% of the total arable
area in 1980, as against an average of 8.3% for
Latin America. The use of fertilizers per arable
hectare and per unit of the economically active
population was almost double the Latin Amer-
ican average. Mechanization was intensified only
from 1973 onwards.

In essence the fall in underemployment was

due to the dynamism of agriculture and es-
pecially to the forms of modernization, which
made possible greater absorption in the modern
agrarian sector and an absolute reduction in the
number of self-employed agricultural workers.
Hence the productivity of the agricultural labour
force rose less than that of the industrial work-
force, in contrast to what happened in Latin
America as a whole.

Over the period 1960-1980, the productivity
of the Mexican agricultural labour force rose by
1.9% per year while the growth in industry was
an annual cumulative 3.1%. In Latin America the
corresponding figures were 2.7% and 2.3% re-
spectively.

In Panama there was also a notable decline in
underemployment, with marked economic
dynamism, and once again the conditions of

T'able 12
ARGENTINA, URUGUAY, CHILE, COSTA RICA AND VENLEZUELLA:
ECONOMIC INDICATORS, 1960 AND 1980

Argentina Uruguay Chile Costa Rica Venezucla

1960 1980 1960 1980 1960 1980 1960 1980 1960 1980
Product per capita® 538 2390 439 2810 492 2 150 412 1730 1003 3630
Total productivity® B40 7502 685 4614  BE3 4080 825 3801 1966 7395
Agricultural productivity” 672 7443 621 4194 988 1504 422 92997 337 2449
Industrial productivity® 887 9512 662 4756 2199 794% 864 4782 1068 40
Services productivity” 878 6561 726 4616 673 3685 1487 4281 3294 6960
Employment growth 1960-1980
Total 1.4 0.6 2.4 3.7 3.8
Agricultural -0.7 -2.6 0.04 0.8 0.5
Industrial 0.1 1.1 2.1 4.7 4.9
Services 2.9 1.3 3.5 6.2 5.1
Product growth 1960-1980
Total 3.2 2.3 34 6.1 5.5
Agricultural 2.4 1o 2.4 4.1 4.8
Industrial 3.8 3.1 2.5 8.8 3.8
Services 3.0 2.3 4.3 5.8 6.9
Productivity growth 1960-1980°
Total 1.8 1.7 1.0 23 1.6
Agricultural 3.2 3.7 2.3 3.3 4.3
Industrial 3.6 2.0 0.4 3.9 1.0
Services 0.1 1.0 0.8 —-0.3 1.7

Source: PREDESAL, based on data from World Bank (1982).
“Current dollars.
"Productivity of labour force.
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growth in agriculture explain the improvement.
'The percentage of underemployed went down
from 58.8% to 45.5% between 1950 and 1980
(more than 13 points), while the growth of the
product in 1960-1980 was 5.9% per year, a little
higher than the Latin American average. The
main reason for this was the intense growth in the
production of the urban sectors (6.6% in services
and 6% in the industrial sector), which also reg-
istered a high rate of expansion in employment
(5.3% and 4.2%) although the growth rate was
higher in the informal than in the formal sector.
"Thus, the proportion of employment accounted
for by the informal urban sector rose from 25.3%
in 1950 to 31.6% in 1980, partly also as a result of
the high growth rate of the urban workforce (an
annual cumulative 3.9%).

The decline in underemployment is ex-
plained by the characteristics of the evolution of
agriculture. Whereas in the modern agricultural
sector employment increased at a rate of 4.1%
between 1950 and 1980, the traditional sector’s
growth rate was only 0.6%. Thus, despite the
mass migrations, the modern rural sector in-
creased its share not only in the total of those
employed in agriculture, but also in the total
labour force.

In Guatemala likewise there was a decline in
underemployment and great dynamism in the
economy. Underemployment fell by around 10
peints (from 61% in 1950 to 50.9% in 1980). The
product grew by 5.6% per year in the period
1960-1980, the industrial sector leading with
7.7%. Employment expansion was marked in the
agricultural sector as well as in the rest. The
formal urban sector showed a high capacity for
labour absorption and grew at a rate of 4.5%, com-
pared with employment increases in the urban
informal sector of 2.8%. There was a notable
diminution in unemployment in the urban areas,
but owing to its weight in total employment, the
evolution of agriculture was determinant in the
fall in the levels of underemployment. Thus, the
modern agricultural sector expanded its employ-
ment at an annual cumulative rate of 2.3% while
in the traditional‘rural sector the annual cumula-
tive growth rate was 1.6%. The agricultural pro-
duct increased considerably compared with in-
ternational rates. Between 1960 and 1980 it rose
at a cumulative 4.4% per annum, while in Latin
America the rate was 3.4% and in the developed

capitalist countries, 1.4%.

The absorption capacity of the modern rural
sector was also due to the nature of the agricultu-
ral modernization process followed, the use of
labour-absorbing techniques which largely ex-
plains the fall in underemployment. Thus, in
1980 32.1 tons of fertilizers were used per 1 000
arable hectares as against 15 tons for Latin Amer-
ica as a whole, whereas the number of tractors
used was lower: 2.2 tractors per 1000 arable
hectares in 1980 as against 5.1 for Latin America.
Hence in Guatemala the productivity of the agri-
cultural labour force rose at almost the same rate
as that of the industrial sector.

In Colombia also there was a fall in un-
deremployment along with great economic
dynamism. Underemployment went down by
around 7 points, falling from 48.3% in 1950 to
41% in 1980. The product rose at an annual
cumulative rate of 5.5%, with high rates in the
various sectors. Agricultural production grew by
4.4%, industry by 5.4%, and services by 6.5%
(cumulative annual rates for the period 1960-
1980). There was a notable rise in employment,
particularly in the non-agricultural sectors. In
the formal urban sector the employment growth
rate was 4.4% between 1950 and 1980, i.e., higher
than that of the informal urban sector (3.7%).
Urban underemployment declined, despite the
fact that the urban ear grew during the period at

. a cumulative rate of 4.1% per annum.

Owing to the high proportion of the total
labour force employed in agriculture, the evolu-
tion of this sector is very relevant. Its share in the
labour force fell from 59.2% in 1950 to 34.5% in
1980.

Employment in the modern agricultural sec-
tor grew at the rate of 0.6% per year, while the
rate for the traditional rural sector was 0.4%.
The structure of employment in agriculture re-
mained practically unchanged. The forms of
agricultural modernization and the considerable
dynamism of this sector largely explain the de-
cline in underemployment. The use of fertilizers
per hectare of arable land was almost double that
of Latin America as a whole, but there was a
lower average of tractors per arable hectare and
per unit of the agricultural ear. Because of the
heavy migrations to the towns, the productivity
of the agricultural labour force in Colombia rose
more than in the rest of the sectors.
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Costa Rica began the period without the
serious rural problems that beset the remainder
of the region, since in 1950 the traditional rural
sector represented only 20.4% of the total labour
force. The evolution of the urban sector explains
the trend of underemployment, which declined
from 32.2% in 1950 to 27.2% in 1980. The pro-
duct rose by 6.1% per year in the period 1960-
1980, headed by the industrial sector (with a
cumulative 8.8% per annum). There was also
notable expansion in employment, especially in
the non-agricultural sectors. In the formal urban
sector the growth rate was 5.2%, which shows the
high absorption capacity of the modern sector.
"The informal sector recorded an annual rate of
3.3%, and the total urban eap a cumulative annual
rate of 4.8%. As the proportion accounted for by
the traditional rural sector was smaller, it is the
high absorption capacity of the modern urban
sector which accounts for the drop in un-
deremployment.

The performance of the agricultural sector
was dynamic during the period. Employment in
the modern rural sector rose at an annual
cumulative rate of 1.1%, while in the traditional
sector the rate was 1.9%. The increase in un-
deremployment in the rural sector was more
than offset by the high absorption of the modern
urban sector, thanks to the smaller proportion of
the traditional rural sector in the total labour
force,

The type of agricultural modernization car-
ried out in Costa Rica resulted in fertilizer use
per hectare five times as high as the Latin Amer-

ican average, with almost double the number of

tractors per hectare, which accounts for a certain
recession in the agricultural employment struc-
ture,

In Venezuela, as in Costa Rica, only 22.5% of
the labour force was in the traditional rural sec-
tor in 1950. Hence the decline in underemploy-
ment, which fell trom 38.9% in 1950 to 31.5% in
1980, was due more to the evolution of the urban
areas. The product rose at an annual cumulative
rate of 5.5%, which signified a marked rise in
employment in the urban sectors. Employment
in the modern urban sector grew at an annual
cumulative rate of 5.1% and at 3.1% in the in-
formal sector; the urban economically active
population increased at an annual cumulative

rate of 4.6%. These high rates explain the fall in
underemployment.

"There was great economic dynamism in agri-
culture, but in the modern rural sector employ-
ment levels fell in absolute terms at an annual
cumulative rate of -2.7%, while employment in
the traditional sector rose by 1.5% per year.
The characteristics of the agricultural mod-
ernization process had an inevitable effect on the
evolution of this sector’s employment structure.
Venezuelais one of the Latin American countries
that uses most tractors per arable hectare, and
this partly explains the low employment absorp-
tion in the modern agricultural sector. The
evolution of agriculture is not decisive for un-
deremployment, however, because of the smaller
proportion of the traditional rural sector in the
total labour force.

Braul illustrates what has already been said
about the region as a whole. Underemployment
fell by less than four points in 30 years, despite
intense economic growth (at an annual rate of
6.9% for the product and 7.8% for the industrial
sector), which signified a notable expansion of
employment in the urban areas. The formal
urban sector displayed a high capacity for labour
absorption growing at a cumulative 4.4% per
annum between 1950 and 1980. The informal
sector registered the same rate, owing to the
greatincrease in the urban workforce, which also
grew at a cumulative 4.4% per annum. This
means that the urban employment structure re-
mained unchanged, not through lack of dynam-
ism, nor incapacity of the modern urban sector to
absorb labour, but because of the massive in-
crease in the urban labour force, swollen by the
rural-urban migrations. In the agricultural sec-
tor the rate of economic growth was also high,
but employment in the modern sector rose by
barely 0.1%, while in the traditional sector it went
up by a cumulative 1.8% per annum in the period
1950-1980. The features of the agricultural
modernization process were responsible for the
maintenance or limited decline in the level of
underemployment. Irrigation covers only 2.9%
of the arable area, compared with 8.3% for Latin
America as a whole. The use of fertilizers per
hectare and per unit of the agricultural ear was
less than the average for Latin America during
this period, but the use of tractors was slightly
higher than the Latin American average. Owing
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to the style of modernization, the modern agri-
cultural sector could not absorb labour and the
number of self-employed rural workers in-
creased, contributing to the high growth rate of
the urban workforce and limiting the possibilities
of improving employment in the urban areas,
despite the high absorption capacity of the mod-
ern urban sector. The slight decline in un-
deremployment was due to the relative fall in
agricultural employment in the total labour
torce,

Chile is a typical case of dynamic in-
sufficiency, beginning with a traditional rural
sector which is very small compared with the total
labour force. Underemployment fell by barely

two points in 30 years. The per capita product

went up by 1% per year, but there was no growth
in per capita terms in the agricultural and in-
dustrial sectors. In the formal urban sector
employment rose at a rate of 2.6%; in the in-
formal at 0.7%. There was a considerable im-
provement in the urban areas, but this was coun-
terbalanced by the style of agricultural evolution:
a low rate of growth; 2 modern sector in which
employment fell in absolute terms by an annual
cumulative -0.1%, and a traditional rural sector
in which employment rose at the rate of 1.6%.
The persistence of underemploymnet can be
attributed to the characteristics of the evolution
of agriculture, and especially to the dynamic in-
sufficiency observed in the Chilean economy in
the period analysed.

Analysis of the Latin American countries that have not
reduced their underemployment levels

The countries whose levels of underemployment
have remained unchanged or even risen can be
subdivided into two groups. On the one hand,
there are those that display dynamic in-
sufficiency, such as Uruguay and Argentina,
which started with a very low proportion of work-
ers in the traditional rural sector, and Peru,
which moreover faced critical problems in its ru-
ral areas owing to the high proportion of the
traditional rural sector. On the other hand there
are the countries which did not suffer from
dynamic insulficiency, such as Ecuador, Bolivia
and El Salvador, but began with more than a
third of their labour force in the traditional rural
sector, and where the rise in underemployment
is essentially explained by the features of the
agricultural modernization pattern.

Argentina and Uruguay, with a negligible pro-
portion of workers in the traditional rural sector
and very low population growth rates, also began
with very low levels of poverty and underemploy-
ment. Between 1950 and 1980 the latier rose by
three points in Argentina and by eight in Uru-
guay. Over the same period, the per capita pro-
duct went up by barely 1.4% per year in Argenti-
na, and the dynamic insufficiency intensified in

1970-1980, when the levels of underemployment
rose and the per capita product increased only by
an annual cumulative 0.6%. Between 1950 and
1970, by contrast, the proportions of un-
deremployment had remained virtually constant
(see table 11). In Uruguay underemployment
grew because of dynamic insufficiency, with the
gross per capita product going up only by an an-
nual cumulative 1.1% between 1960 and 1980, In
both cases, both in rural and in urban areas, the
employment levels reached higher rates in the
traditional and informal sectors than in the mod-
€rn sectors.

In Peru some degree of dynamic in-
sufficiency was combined with the agricultural
problem. Underemployment fell from 56.3% in
1950 to 55.8% in 1980; that is, there was almost
no variation in 30 years. The per capita product
barely increased (annual cumulative rate of 1%)
between 1960 and 1980, which shows a certain
lack of dynamism. The growth of 3.9% in the
product was due in particular to the urban sec-
tors, which also registered the greatest increases
in employment. In the formal urban sector
employment went up at an annual cumulative
rate of 4.2%, thus showing a high capacity for
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absorption. As the growth of the urban work-
force attained a cumulative rate of 3.8% per an-
num, the informal urban sector raised its
employment levels at an annual 3.3%. In urban
localities the underemployment situation im-
proved and once again the central problem lay in
the evolution of agriculture.

Agricultural production grew at a lower rate
than the population. Employment in the modern
sector fell in absolute terms at an annual cumula-
tive rate of -1.2% between 1950 and 1980, while
in the traditional rural sector it grew by 1.4%.

Even more significant is the fact that, after
the agrarian reform of 1969, there was a rise in
the proportion of workers in the traditional rural
sector. This proportion was 64.3% of the agri-
cultural employed in 1950, and it rose to 80% in
1980. Agriculture in Peru is characterized by a
high man/land ratio. The agrarian reform, which
achieved a certain impact on the old-established
dominant sectors of rural society, brought no
benefit to 75% of the agricultural labour force,
which largely constitutes the traditional rural
sector.

In Ecuader the economic growth was not suf-

ficient to absorb the labour force either in the
rural or'the urban areas, thus resulting in higher
levels of underemployment, which increased by
close on 13 points in 30 years (from 50.7% in 1950
t0 63.3% in 1980). The product grew at the rate
of 6.5% per year, headed by the industrial sector
and, in particular, by petroleum in the 1970s.

Despite this intense economic growth, the
absorption capacity of the modern urban sectors
was relatively low: employment in the formal
urban sector rose at an annual cumulative rate of
2.9%. Since the urban rar grew by 3.9%, the
informal urban sector raised its employment
levels at a comulative 5.3% per annum. In this
case the usual high absorption of the labour force
in the modern urban sector did not take place, as
it did in the other countries of the region where
there was high economic growth.

In rural areas the agricultural product grew
rather more than the population and the modern
sector increased its employment at the extremely
low rate of a cumulative annual 0.3%. On the
other hand, employment in the traditional rural
sector expanded by 2.6% per year (from 59% of
the total of agricultural workers in 1950 to 74%

Table 13

PERU, ECUADOR, EL SALVADOR AND BOLIVIA:
EMPLOYMENT INDICATORS, 1950 AND 1980

Peru Ecuador El Salvador Bolivia

1950 1980 1950 1980 1950 1980 1950 1980
Percentage underemployed 56.3 558 507 633 487 490 687 4.1
Percentage rural populaticn 68.7 472 725 558 724 639 742 8.1
Percentage employed in agriculiure 61.3 400 664 516 675 524 727 56.1
Traditional ruralfiotal 394 320 390 379 350 30.1 537 509
Traditional rural/agricultural 643 800 588 735 519 574 739 908
Percentage rural underemployed/underemployed  70.0 573 769 599 719 736 782  68.7
Urban informal/urban 47.0 405 353 528 426 3935 623 565
Growth 1950-1980
Total population 2.9 3.1 3.1 2.3
Urban population 4.7 4.8 4.1 4.0
Rural population 1.6 2.2 2.7 1.5
EAP 2.1 2.7 2.7 1.5
Urban eap 38 3.9 4.1 33
Agricultural eap 0.7 1.8 1.8 0.6
Urban formal employment 4.2 2.9 42 3.8
Urban informal employment 33 5.3 39 3.0
Modern agricultural employment -1.2 0.3 1.4 —28
Traditional agricultural employment 1.4 2.6 2.1 1.3

Source: PREALC and EcLAc for total, urban and rural population.
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Table 14
PERU, ECUADOR, EL SALVADOR AND BOLIVIA:
ECONOMIC INDICATORS

Peru Ecuador El Salvador Bolivia

19660 1980 1960 19814) 1960 1U80 1960 1980
Product per capita® 237 930 217 1270 22t 660 134 570
Total prnduclivily“ 455 2048 418 2736 496 1477 244 2055
Agricultural productivity” 158 410 208 684 220 794 14 740
Industrial productivity” 751 4848 417 G L16 474 1 346 339 2485
Services productivity” 797 2348 M5 4323 996 2848  R6R 4 |8%
Employnent growth 1960-1980
Total 2.9 3.0 2.7 2.3
Agriculural 1.6 2.5 1.6 1.3
Industrial 2.7 2.4 4.4 3.8
Services 4.9 4.6 4.0 3.4
cor growth 19601980
Total 3.9 . 6.5 5.0 5.0
Agricultural 1.8 3.3 2.9 3.0
Industriat 4.3 7.9 6.7 5.2
Services 4.5 7.2 4.4 8.5
Productivity growth 1960-1980"
Total 1.0 3.4 2.2 2.6
Agricultural 0.2 0.8 1.2 t.7
Industrial 1.6 5.3 2.5 1.5
Services ’ -{.3 2.5 0.4 2.1

Source: PREDESAL, based on data from World Bank {1982a).
“Current dollars,
"Productivity of labour force.

in 1980). The increase in underemployment in agricultural product went up by 3%, but while
Ecuador is therefore explained by the nature of employment in the traditional rural sector rose by
its productive structure. 1.3%, in the modern agricultural sector growth
In Bolivia the agricultural problem is at the was negative. In 30 years the modern sector,
root of the rise in underemployment (from despite its growth, expelled labour at a cumula-
68.7% in 1950 to 74.1% in 1980). The product tive rate of -2.8% per annum. The traditional
went up at an annual cumulative rate of 5%, with rural sector represented 74% of agricultural
high labour absorption in the urban localities, workers in 1950 and 91% in 1980,
and labour absorption in the formal urban sector In El Salvador the figures of 1980 were
was quite reasonable, growing between 1950 and affected by the political events which caused a fall
1980 at an annual cumulative 3.8%. As the in economic activity. Underemployment stood at
growth of the urban workforce was 3.3%, the 48.7% in 1950; by 1970 it had fallen to 44.6%, but
urban informal sector also must have raised its 1t rose again to 49% in 1980. The product went
employment levels at an annual cumulative rate.  up at an annual cumulative rate of 5%, headed by
of 3%. The underemployment situation showed the industrial sector with 6.7%. Urban labour
a definite improvement in the urban areas. absorption was high, especially that of the formal

The problem arose in the rural areas. The urban sector (a cumulative 4.2% per annum). As
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the urban labour force increased by 4.1%, the
growth of the informal sector came to an annual
cumulative 3.9%.

The evolution of agriculture once again
accounts tor the maintenance, worsening or im-
provement of levels of underemployment. Glob-
al underemployment went down between 1950
and 1970, The modern agricultural sector, which

represented 48.1% in 1950, raised its share of

those employed in agriculeure to 49.9% in 1970.
This rise was influenced by the techniques em-

ployed in agriculture. In 1970 the use of fertiliz-
ers per hectare was over seven times higher than
the average for Latin America, but the use of
tractors per hectare was lower.
Underemployment increased in the period
1970-1980 because of the decline in economic
activity at the end of the period. In 1980 the
modern agricultural sector once again sustained
afall in its employment level, and its share in the
total of agricultural workers dropped to 42.6%.
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