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Foreword

Over the past decade, the Economic Commission for Latin America and the Caribbean (ECLAC)
has repeatedly stated its belief that equality of rights is an inescapable ethical commitment and
an intrinsic value of citizenship and modern humanism, and that it requires further consolidation
through institutions, structures and policies that allow progress to be made with closing the yawning
economic and social gaps that characterize the region. It has also stressed that progress towards
greater equality is a prerequisite for accelerating growth, development and sustainability, whereas lags
within society have a negative impact on productivity, fiscal revenues, environmental sustainability
and the knowledge-based society. Inequality, therefore, is inefficient.

Ensuring equal rights requires redistributive tools that offer specific guarantees of social
protection and universal access to health and education, so that, in line with the specific problems
and needs of each country, no one is left behind. In particular, Latin American and Caribbean
societies must place particular emphasis on the needs of various population groups, be they children,
adolescents or young people, older persons, women, persons with disabilities, indigenous peoples,
populations of African descent, people living in underdeveloped territories, migrants, populations
affected by disasters and climate change, or other sectors.

Creating comprehensive and universal social protection systems is one of the key policies
for helping bring about greater levels of equality and well-being and eradicating poverty in the
region. Social protection, designed with a rights-based approach, is connected to efforts to fight
inequality in several ways: it considerably reduces or eliminates the probability of being unable to
cope with an unforeseen risk, it encourages the implementation of strategies aimed at empowering
the vulnerable in confronting risks, and it limits the reproduction of the vicious circle of poverty and
inequality by preventing families from mortgaging their key human development assets, such as
health and education.

Social protection is the first axis of the Regional Agenda for Inclusive Social Development,
which was recently adopted at the third session of the Regional Conference on Social Development
in Latin America and the Caribbean, held in Mexico City in October 2019. This Agenda, through
which the countries aim to make progress with the implementation of the social dimension of the
2030 Agenda for Sustainable Development, acknowledges the progress the region has made since
the turn of the century, when most of the governments of Latin America and the Caribbean —at
different times, according to their national realities— abandoned the residual approach to social
policy, increased their social investment and strengthened their social protection systems. Today
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we must recognize and defend the progress made with social protection policies and programmes
in the region and meet the challenges still pending to promote the welfare State, strengthen social
protection systems and work towards their universal coverage.

The works collected in this publication contribute to a better understanding of the scope and
limitations of social protection policies and programmes in the region and offer the reader access
to the vast corpus of knowledge ECLAC has produced on the topic of social protection between
2006 and 2019, covering everything from conceptual considerations to the emerging challenges
and current debates and proposals for social protection policy in Latin America and the Caribbean.

We hope that this work aids readers in furthering their knowledge of an area of public policy
that is fundamental in achieving the Sustainable Development Goals by 2030.

Alicia Barcena
Executive Secretary
Economic Commission for Latin America and the Caribbean
(ECLAC)



_

- —

Introduction

These Select Pages from the Economic Commission for Latin America and the Caribbean (ECLAC)
contain a wide variety of contributions on social protection, taken from both ECLAC institutional
documents and publications by authors with ties to the organization. The texts have been used, over
the years, for a range of purposes: for example, to conduct national and regional studies, to raise
governments’ awareness of the importance of social protection policies and programmes for equality
and sustainable development, to provide technical assistance on the design, implementation, reform
and evaluation of social protection policies and programmes, and to prepare training courses and
workshops for public officials.

The period covered by this book’s analyses (2006-2019) was not chosen at random: social
protection has been at the forefront of the Commission’s agenda to examine and promote public
policies for development since 2006, as reflected in the document Shaping the future of social
protection: access, financing and solidarity, presented at the thirty-first session of ECLAC. On
that occasion, the States were urged to honour the commitments made in a series of national and
international regulatory instruments on respecting, protecting and promoting economic, social and
cultural rights, and to adopt specific measures through social protection policies.

Since 2010, the various documents presented at ECLAC sessions have placed the issue of
equality at the centre of the region’s discussions, thereby raising the profile and strengthening the
role of social protection as a key public policy for regional development. That same year, for example,
Time for equality: closing gaps, opening trails urged the region’s countries to redistribute income
by adopting or expanding, depending on their individual contexts, a system of monetary transfers
for children, older persons and the unemployed. Similarly, in 2018, The Inefficiency of Inequality
called for the strengthening of social protection and care systems, on the grounds that in addition to
furthering the realization of the population’s economic, social and cultural rights, they have a positive
effect on growth and employment.

The 2030 Agenda for Sustainable Development of the United Nations also acknowledges the
leading role of social protection in eradicating poverty, promoting gender equality and reducing the
inequalities found within countries. For that reason —and in contrast to the Millennium Development
Goals, which did not address the topic— three of the Sustainable Development Goals (SDGs), to be
achievied by 2030, contain express references to social protection:

e Under SDG 1 (“End poverty in all its forms everywhere”), target 1.3 calls for the implementation
of “nationally appropriate social protection systems and measures for all, including floors,
and by 2030 achieve substantial coverage of the poor and the vulnerable”.



ECLAC, Economic Commission for Latin America and the Caribbean

e Under SDG 5 (“Achieve gender equality and empower all women and girls”), target 5.4
urges States to “recognize and value unpaid care and domestic work through the provision
of public services, infrastructure and social protection policies and the promotion of shared
responsibility within the household and the family as nationally appropriate”.

¢ Under SDG 10 (“Reduce inequality within and among countries”), target 10.4 calls on States
to “adopt policies, especially fiscal, wage and social protection policies, and progressively
achieve greater equality”.

In addition, the regional agenda for inclusive social development —adopted by the countries
in 2019 under the aegis of the Regional Conference on Social Development in Latin America and
the Caribbean in order to support implementation of the social dimension of the 2030 Agenda—
acknowledges that “social protection is also linked to other Goals through its role in ending hunger
(SDG 2) and in facilitating access to health and well-being (SDG 3), quality education (SDG 4), care
policies (SDG 5), clean water and sanitation (SDG 6), decent work (SDG 8) and housing (SDG 11).
In addition, such policies contribute to resilience to climate-related risks and disasters (SDG 13),
non-discriminatory policies (SDG 16) and policy coherence for sustainable development (SDG 17)”.

The global importance of social protection on the 2030 Agenda is mirrored at the regional level
in the region’s own agenda for inclusive social development, the first axis for action of which is universal
and comprehensive social protection systems to end poverty and significantly reduce inequalities.

In order to provide the reader with an insight into the extensive social protection output
published by ECLAC between 2006 and 2019, this document comprises 13 chapters.

Chapter | covers the conceptual aspects of social protection, in particular its components,
functions and interactions with other sectoral social policies. It examines the idea that a social
protection system has contributory, non-contributory and labour market regulation pillars , to which
the pillar of care has been added more recently, and that, as a whole, it performs three main functions:
(i) protecting and guaranteeing income; (ii) identifying demand for social services and ensuring access
to them; and (iii) promoting decent work. This chapter suggests that social protection performs a
specific role and functions, and that it is not synonymous with social policy.

Chapter Il provides a historical overview of social protection and welfare regimes in the region,
highlighting the major differences that exist among countries.

Chapter lll outlines the approach to social protection adopted by ECLAC, which calls for
strong State leadership on the topic and is based on rights and the life cycle, with gender equality. It
also addresses some of the main discussions regarding the judicialization of social rights, together
with the conditionalities and targeting mechanisms used in poverty reduction programmes.

Chapter IV offers a detailed analysis of two vitally important components of contributory
social protection (or “social security”): pension systems and health systems. In particular, it discusses
options for their design, their recent reforms and the topic of pension system sustainability in the
region, and provides a brief description of key aspects of health systems and insurance.

Chapter V examines three types of non-contributory social protection programmes (or “social
assistance”) that have been central to poverty eradication strategies in the region’s countries over
recent years: conditional transfer programmes, social pensions, and labour and productive inclusion
programmes.

Chapter VI tackles the role of labour market regulation, underscoring the importance of
decent work as a response to the challenges of poverty and exclusion, and analysing the institutional
framework for labour regulations as a component of social protection.
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Chapter VIl explains why care should be a pillar of social protection, and analyses elements to be
considered when designing care policies and the challenges of creating a care institutional framework.

Chapter VIl provides an overview of the institutions responsible for social protection and its
oversight, and analyses the elements needed for effective coordination, by addressing the challenges
of coordination and interconnection, together with the different degrees of intersectoral cooperation.
This is intended to encourage an approach to social protection systems with comprehensive
interventions that require proper levels of coordination, in order to overcome their fragmentation into
numerous, low impact programmes.

Chapter IX deals with the funding of social protection: it identifies criteria for classifying
social investment and examines the sources of funding for contributory and non-contributory social
protection, along with different funding models and some of the challenges faced by both pension
systems and health systems in this regard.

Chapter X sets out the ECLAC proposal for a social protection compact and discusses some
of the reforms to social policies and social protection systems that have enjoyed broad consensus
in various countries of the region.

Chapter XI examines the positive effects of social protection and care on growth and
employment, and describes the impact of conditional transfer programmes, productive and labour
inclusion programmes, and pensions on poverty, inequality and other social indicators.

Chapter Xl discusses four emerging challenges that have a direct impact on social protection
systems: ageing, the technological revolution, migration and disasters.

Finally, chapter XllI calls for social protection and care systems to be strengthened, proposes
a shift towards a system of redistributive monetary transfers for citizens and examines the basic
income option.
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Chapter |

Concepts: what do we understand
by social protection?

Source

Part I. S. Cecchini, F. Filgueira, R. Martinez and C. Rossel (editors) (2015), Towards universal
social protection: Latin American pathways and policy tools
https://repositorio.cepal.org/bitstream/handle/11362/39484/1/51500752_en.pdf

Part Il. S. Cecchini and R. Martinez (2011), Inclusive Social Protection in Latin America: a
comprehensive, rights-based approach)
https://repositorio.cepal.org/bitstream/handle/11362/2596/1/51100566 _en.pdf


https://repositorio.cepal.org/bitstream/handle/11362/38821/1/S1500279_es.pdf
https://repositorio.cepal.org/bitstream/handle/11362/2593/1/S2011914_es.pdf

ECLAC, Economic Commission for Latin America and the Caribbean

Introduction

Although it has become one of the pillars of social development strategies in both the region and
the rest of the world, no single approach to social protection exists: on the contrary, countries,
international organizations and experts see it from different perspectives and different analytical
and political viewpoints. The Economic Commission for Latin America and the Caribbean (ECLAC)
recognizes that social protection is an evolving concept but that it has deep roots in a series of
international regulatory instruments that seek to ensure the full realization of economic, social
and cultural rights for the entire population. Social protection is geared towards tackling the risks
faced by the population over the life cycle and the structural problems of poverty and inequality.

Chapter | covers the conceptual aspects of social protection, in particular its objectives,
components, role and functions within the broader framework of social policy. It also deals with the
issues that must be taken into account to promote a comprehensive approach to social protection
policies and programmes.
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Part I S. Cecchini, F. Filgueira, R. Martinez and C. Rossel (editors) (2015), Towards universal

social protection: Latin American pathways and policy tools; A, pp. 27-29.

A. The social protection concept

The contents of this book centre on what can be characterized as the social protection dimensions
of social policy. The idea of social protection has emerged in recent years as a core concept into
which a variety of measures designed to ensure basic living standards for all and build fairer and
more inclusive societies can be integrated.

In particular, social protection policy is essential for contributing to the full realization of
people’s economic and social rights as recognized in a number of national and international legal
instruments, such as the 1948 United Nations Universal Declaration of Human Rights and the 1966
International Covenant on Economic, Social and Cultural Rights. These instruments recognize the
right to social security, to work and to the protection of adequate living standards for individuals and
families, as well as to the enjoyment of the greatest physical and mental well-being and to education.

Social protection is also a vital instrument for accelerating progress towards globally agreed
development objectives, such as the Millennium Development Goals (MDGs). As part of the global
debates on the post-2015 development agenda, it is increasingly being recognized too as a hew area
that needs to be explicitly included in the Sustainable Development Goals (SDGs) (United Nations,
2013a, 2013b and 2013c).

Not all social policies are predominantly oriented towards a social protection objective,
although, broadly speaking, they do all possess social protection aspects. Social protection is at
the heart of social policy, and this in turn is a vital part of welfare regimes, which encompass not just
State action but also the operation of markets, families and community organizations.

Social protection centres on three fundamental ideas: basic welfare guarantees, insurance
against risks arising from the context or the life cycle, and moderation or repair of social harm that
occurs when social problems or risks materialize. As defined in this book, therefore, social protection
is designed to respond not just to the risks facing the whole population (such as unemployment,
disability and old age), but also structural problems such as poverty and inequality.

The characteristics of social protection differ with the social problems it addresses. Accordingly,
it does not cover all areas of social policy, but is one of its components along with sectoral policies
(such as health, education or housing) and social promotion' policies (such as skills development,
labour intermediation and the promotion of new enterprises, financing and technical assistance for
microenterprises and small businesses). While sectoral policies are responsible for providing social
services designed to strengthen human development? and social promotion policies aim to strengthen
capacities to improve autonomous income generation among the population, social protection seeks
to ensure a basic level of economic and social well-being for all members of society. In particular,
social protection should guarantee a sufficient level of welfare to sustain living standards that are
considered basic for a person’s development, while also facilitating access to social services and
promoting decent work (Cecchini and Martinez, 2011).

1 The concept of social promotion (promocién social) is widely used in Latin America to refer to policies and programmes

geared to strengthening the capacities of poor and vulnerable groups to autonomously improve their living conditions
and generate income.

2 ltis important to stress that while education and health promotion cannot be regarded as social protection mechanisms
in themselves (whereas health insurance clearly is one), their effects do partly qualify them as such, insofar as they
endow people with tools for earning incomes and protect them against adverse events. Most particularly, they qualify
in some of the dimensions where there has been most innovation, such as the increase in education time and coverage
at the earliest ages. These innovations not only serve to develop human capabilities, but are also mechanisms for
protecting children and families, as they provide expanded care spaces at ages when such protection used to depend
exclusively on families or their ability to buy services in the market.
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Lastly, this book propounds an integral approach to social protection, looking at both the
supply of programmes and policies and the demand from individuals, families and communities.
This means that two dimensions of integration need to be given special consideration in the design,
implementation and operation of social protection systems: the horizontal (or sectoral) dimension
and the vertical dimension (the administrative levels at which policies and programmes are executed).
In turn, social protection systems must set out to ensure that social policies and programmes
comprehensively address the requirements identified when the demand generated by individuals,
families and communities is analysed. For this, account needs to be taken of both transversal and
longitudinal integration needs. Transversal integration means providing and coordinating differentiated
types of provision to meet the various social protection and promotion needs of different population
groups (by area of residence, income level, activity, employment type and ethnicity, among other
factors). Longitudinal integration, meanwhile, means covering the requirements that arise over the whole
life cycle of individuals and families, from early childhood to old age (Cecchini and Martinez, 2011).
With this integral approach, proper consideration must always be given as well to the relationships
between social protection, economic policy and the environment.
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S. Cecchini and R. Martinez (2011), Inclusive Social Protection in Latin America:

Part Il acomprehensive, rights-based approach; B, pp. 115-117; C, pp. 117-119; D, pp. 120-122; E,
pp. 122-123; F, pp. 133-143.

B. Social policy: protection, promotion and sectoral policies

Social policy includes the design, financing, implementation, monitoring and evaluation of strategies
and activities for improving the quality of life of residents of a country, region or area. It therefore
encompasses all interventions —primarily by the State but also by other actors such as civic and
community organizations or the market— that have a direct impact on people’s welfare, institutions
and their relations: health and education services; subsidies and cash or in-kind benefits; social
security and pensions; labour market measures; progressive tax collection; and redistributive policies
(Franco, 2010; Mkandawire, 2006).

The components of social policy are social protection, social promotion and sectoral policies,
such as education and health. Social protection, whose primary objective is to provide a minimum level
of social and economic welfare to all members of society, is central to social policy but is distinctive
in terms of the social problems it addresses. Social promotion encompasses all policies relating
to capacity-building, by building human capital (education and training) or improving conditions in
the environment where human capital is required to operate (labour intermediation, promotion of
production, financing and technical assistance to micro- and small enterprises and the identification
and promotion of business start-ups). In short, social promotion includes all policies and programmes
intended to improve people’s quality of life through increased productivity and independently
generated incomes. The third component —sectoral policies in such areas as education, health and
housing— contributes directly to enhancing human development and building human capital, as well
as, indirectly, to fostering social cohesion. Clearly, in such a framework, each component must be
coordinated with the others in order to achieve social policy objectives (see diagram I.1).

B Diagram I.1
Social protection within broader social policy

Enhances
capacity Sodial
to respond promotion
policies
1. Protects
and secures
income
. 2. Identifies Promotes
protection e e ey and enhances
ensures access asse!
formation
3. Fosters
decent work
Sectoral policies

(including health

and education)

Source: Prepared by the authors.

Social protection systems, in particular, make it possible to link social protection and promotion
policies, assigning them —and sectoral policies— with the role of managing and delivering services.
Social protection is therefore responsible for protecting and securing income and fostering decent



https://repositorio.cepal.org/bitstream/handle/11362/2596/1/S1100566_en.pdf

ECLAC, Economic Commission for Latin America and the Caribbean

work, as well as for identifying unmet demand (and critical points in existing public provision). It is
also responsible for ensuring that the entire population has access to social services and making
sure that the services are adequate in terms of coverage and quality. However, social protection is
not responsible for service delivery, which requires specialist management.

Social protection systems should not be viewed merely in terms of the recipients in the
population segment which is vulnerable to the social deficits of economic development, crises and/
or market failures, but as proactive agents for providing people with access to better economic and
social conditions. Social protection systems therefore play a key role in identifying new needs and
assessing the scale and characteristics of demand, becoming facilitators of the quality management
of other policies.

For the smooth operation of social policy and, hence, social protection policy, it is also crucial
to consider its relationship with economic policies (micro and macro) and its impact on the promotion
of productive, rural and infrastructure development, as well as on improving the quantity and quality
of employment. All these elements impact heavily on existing capabilities for lifting people out of
their critical condition of poverty and responding to the risks facing families.

C. Functions of a comprehensive social protection system

The roles that social protection is called upon to play in broader social policy, in terms of protecting
and securing income, ensuring access to promotion policies and other social services and fostering
decent work, find their substantive basis in economic, social and cultural rights (see annex I). Below
is a list of social protection functions and the specific rights they seek to ensure.

() To guarantee an income that makes it possible to sustain the basic quality of life deemed
essential for personal development. This function includes two components:

¢ Facilitating the minimum socio-economic conditions that ensure the basic rights of individuals
in such matters as income, food, health, education, housing and essential social services.
This means safeguarding certain minimum social standards and basic needs, in line with
articles 22, 25 and 26 of the Universal Declaration of Human Rights (United Nations, 1948)
and articles 10 and 11 of the International Covenant on Economic, Social and Cultural Rights
(ICESCR)(United Nations, 1966), to make it possible to eradicate critical conditions of extreme
poverty and to provide protection and care to economically inactive people.

e Offsetting a fall in incomes below the agreed essential standards. This entails ensuring
access to mechanisms of continuous insurance against varying types of critical events in
order to curb sudden drops in income that threaten people’s ability to meet the costs of
a minimum level of welfare. Such events include loss of independent income and labour
constraints imposed by health problems (either of employees themselves or their dependents),
pregnancy and childbirth, natural disasters, armed conflict and other factors. That is to say,
this function is intended to ensure a minimum income level by a variety of means, as indicated
in articles 22 and 25 of the Universal Declaration of Human Rights (United Nations, 1948) and
articles 9 and 10 of the ICESCR (United Nations, 1966).
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(i) To identify unmet demand and ensure access to social services (including health, education
and housing), as well as to promotion services to build people’s human capital and
self-reliance. The aim of promoting access to basic social services that improve quality
of life and the ability to accumulate assets is consistent with article 25 of the Universal
Declaration of Human Rights and articles 11, 12, 13 and 14 of the ICESCR. This includes
providing care to children, older adults and sick and disabled people.?

(ii) To foster decent work by promoting better labour policies to help overcome labour market
risks, ensuring the realization of workers’ rights and progressively integrating into the formal
labour market the bulk of a country’s economically active population.* This function includes
issues related to: (a) the formalization of employment by means of clear and informed
contracts with just and favourable conditions (pay commensurate with work performed;
equal conditions for men and women; occupational health and safety regulations; access
to opportunities for career advancement; working hours and rest periods); (b) access
to vocational guidance, technical training and training programmes for the promotion
of economic, social and cultural development and productive employment; (c) the right
to form and join a trade union, to strike, to form trade union confederations and to join
international trade union organizations; and (d) the eradication of child labour and labour
exploitation. All these aims figure in articles 23 and 24 of the Universal Declaration of
Human Rights and in articles 6, 7, 8, 9 and 10 of the ICESCR.

Social protection should be universal in scope, meaning that it includes people working in
the formal labour market as well as those outside it. This does not preclude the implementation of
targeting mechanisms to allow social protection to address the resource shortage and prioritize
those in situations of greatest poverty and vulnerability.

Social protection can therefore contribute significantly to alleviating the most urgent
symptoms of poverty by building permanent pathways for overcoming it (although this is not
enough on its own to eliminate poverty altogether) and to enhance the coping capacity to the risks
of a sudden drop in income, favouring the development of a more inclusive society that promotes
equal access to opportunities.

A key consideration that needs to be borne in mind when implementing comprehensive
social protection systems is to ensure that they are sustainable financially and over time. One of
the biggest criticisms levelled at the concept of protection as a citizen guarantee is that it could
jeopardize the fiscal ability to defray its cost. Each country must therefore define the quantity and
quality of the social protection components that it considers important to guarantee, in keeping with
its own financial capacity. This leads to the establishment of a system of incremental guarantees,
access to which must continue to be universal. In compliance with the ICESCR, preference is given
to ensuring a minimum level for all (accessed through the State and/or the market), rather than high
levels for just a handful of people with no protection for the rest.

The functions described above, which are rights-based, can be used to define standards
and explicit guarantees of security in each area that can be translated into concrete instruments.
While these instruments can be geared to meeting the specific needs of certain population groups,
including people living in poverty or extreme poverty and highly vulnerable groups such as indigenous
peoples, in principle they are available to all citizens.

8 Care provision is not the sole province of social protection. Sectoral policies, such as education, also make a significant

contribution to care. For example, the full school day not only benefits pupils’ learning, it also relieves the burden of
parental care, making it easier for parents to participate in the labour market.

The “decent work” concept, introduced in 1999 by the International Labour Organization (ILO), reflects the broad goal of
providing women and men with opportunities to obtain productive work in conditions of freedom, social justice, security
and human dignity. It therefore includes the need to protect workers’ health, as well as to provide workers with adequate
pensions (ECLAC, 2009a).

4
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D. Axes of social protection integration

Conceptually, the comprehensiveness of social protection systems can be considered from two
standpoints: that of policies, plans and programmes (supply) and that of individuals, families and
communities (demand). As regards the supply of policies and programmes, there are two axes of
integration that should be given special consideration during the design, implementation and operation
of social protection systems: horizontal (or sectoral) integration and vertical integration (according
to the administrative levels at which policies and programmes are implemented) (see diagram 1.2).

Bl Diagram .2
Axes of social protection integration
Social protection

Supply Demand
(policies, plans (families, individuals
and programmes) and communities)

(life cycle)

Longitudinal

Crosswise
(population groups)

Source: Prepared by the authors.

The horizontal axis represents coordination between the different sectors of social policy action
(such as social development, work, health and education), which has become necessary as a result of
the role played by social protection policies in forging links with sectoral and social promotion policies
(such as education and health or labour-intermediation services and active labour market policies).
The vertical axis represents coordination between the different administrative levels (from central level
down to States, provinces or departments (depending on the country) and, lastly, municipalities) and
may or may not incorporate components of coordination with other stakeholders (private sector and
civil society). With regard to the vertical axis, there has been a significant increase in the participation
of different jurisdictions in the region’s policy formulation and implementation as a result of institutional
reforms leading to greater decentralization and regionalization (Franco, 2010; Martinez Nogueira, 2010;
Ramirez and Pefaloza, 2007). However, the importance of the different levels of jurisdiction varies
greatly depending on country size and the actual degree of decentralization achieved.

Social protection systems must also ensure that social policies and programmes —coordinated
with one another in the two dimensions described— meet in full the requirements identified after
analysing demand from individuals, families and communities. To do this, they must take into account
the needs of both “crosswise” integration and “longitudinal” integration (see diagram 1.2). Crosswise
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integration relates to the requirement to provide and coordinate differentiated benefits to meet the
differing social protection and promotion needs of extremely heterogeneous population groups. These
groups may be defined in different ways, depending on such factors as area of residence, income,
activity, type of employment or ethnicity. Crosswise integration therefore refers to the incorporation
of families into social protection system through participation in various specific programmes, as
well as to the management aspects associated with building the institutional capability to coordinate
such interventions across sectors. In the case of poor families, this type of integration has been
promoted fairly successfully through a number of co-responsibility transfer programmes (CTPs).

Longitudinal integration takes into account the requirements that arise throughout the life
cycle of individuals and families —from early childhood to old age— and draws attention to the need
to follow social protection interventions through the various programmes. This gives prominence to
the pathways by which families and individuals reinforce their rights and their ability to access areas
of contributory social protection or, where this is not possible, non-contributory social protection
mechanisms to cover these needs with differentiated actions tailored to their profile.

So, for a protection system to be truly comprehensive there must be a sustainable linkage
over time between demand and supply, as well as between the axes in which demand and supply
are integrated.

E. Social protection: universal rights tailored to people’s
differing needs

The conclusion to be drawn from the above points is that there needs to be an inclusive social protection
policy catering simultaneously to: people in a situation of poverty who require guaranteed income and
access to promotion mechanisms; people who, while not poor, are vulnerable and require policies of
continuous insurance; and people who are more self-reliant but who believe that a guaranteed minimum
level of protection —in conjunction with public and private insurance mechanisms— provides a common
basis for social citizenship. By being guaranteed for all citizens, these minimum levels are universal and
establish a framework in which citizens not only demand and consume services, they are also holders
and subjects of rights, with the capacity to demand that these rights be realized.

From arights-based perspective, inclusive social protection therefore relies on an appropriate
combination of universal social policy, which includes the provision of compensatory protection,
and an economic policy that addresses social objectives explicitly (ECLAC, 2008a, p. 35; Mesa-
Lago, 2000; Barrientos and Santibafiez, 2009), in addition to interventions that incorporate different
population groups and build capacity to overcome the risk situations to which they are vulnerable
(Serrano, 2005). This type of social protection does not set ceilings for protection or insurance but,
rather, incremental minimum levels that can be extended in accordance with the social and fiscal
covenants established by each society.

From the perspective of crosswise integration (see diagram .2), the fact that the social protection
requirements of the various population groups differ both qualitatively and quantitatively means that
protection must be tailored to this diversity in order to realize their economic, social and cultural rights.®
A key challenge is therefore to meet each group’s specific requirements to reduce their vulnerability,
particularly where they have little self-reliance, while at the same time protecting the system’s financial

sustainability in line with each country’s budgetary constraints.

5 Forexample, the protection requirements of a street child will differ from those of an adult covered by formal insurance
mechanisms who suffers an industrial accident. While the street child requires increased access to human capital
formation systems, along with care and income guarantees to help raise his or her living standards to an agreed
minimum and enable the child to accumulate long-term assets, in the case of the adult, the State will assume the role
of regulating the operation of the pledged social insurance instruments, where necessary supplementing income and
other assets to guarantee minimum social protection levels.
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F. Social protection components and instruments

After reviewing the objectives and characteristics of a rights-based social protection system,
this section goes on to discuss the lines of policy and programme intervention that shape such a
system. As stated earlier, the functions of social protection are to guarantee a sufficient income to
sustain a decent quality of life, facilitate access to social and promotion services and foster decent
work. It is possible to identify three key social protection components that fulfil these functions:
non-contributory social protection (commonly referred to as social assistance); contributory social
protection (known as social security) (ECLAC, 2006 and 2010b; Cetrangolo and Goldschmit, 2009)
and labour market regulation. These components aim, to varying degrees, to cover the heterogeneous
social protection requirements of the aforementioned population groups (see diagram 1.3).6

B Diagram .3
Social protection components and instruments

Social

protection

T

Labour

Non-contributory market regulation

Contributory

|

Transfers in cash or
in kind, subject to
co-responsibility or
otherwise (e.g.
co-responsibility
transfer programmes
and social pensions)

Consumer subsidies
Workfare

Promotion and
access to existing
social services
(education, health,
care, housing)

Source: Prepared by the authors.
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As diagram 1.3 shows, a variety of instruments can be distinguished in each social protection
component, which in turn can be combined to form a range of alternatives. Indeed, it is by their
interaction —rather than individually— that these instruments contribute to realizing the rights
underpinning the notion of inclusive social protection.

6 These three components of social protection are also identified in Barrientos and Hulme (2008) and Barrientos and

Santibafiez (2009).
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As the notion of protection has been linked historically with social security, this is the component
that has been studied the most extensively and has been included in a variety of pension schemes
and health and welfare systems in Latin America (Bertranou, 2008; J. Martinez, 2008a, 2008b; Mesa-
Lago, 20044, 2008, 2009). Meanwhile, non-contributory social protection, which is associated more
closely with mitigating poverty risks, has received less attention and, in recent years, has often been
identified with CTPs (Leodn, 2008; Mesa-Lago, 2009). Labour market regulation has only recently begun
to be included in the social protection debate in relation to concrete lines of action for Governments
(Espinoza, 2003; OECD, 2009; ILO, 2008d).

1. Non-contributory social protection

Non-contributory social protection can be defined as a set of transfer and public subsidy programmes,
normally financed from general tax revenue (Bertranou, Solorio and van Ginneken, 2002) under the
principle of solidarity. Its benefits are unrelated to previous contributions (ECLAC, 2006; Cetrangolo
and Goldschmit, 2010).

These programmes are often targeted at those living in extreme poverty, poverty and
vulnerability, to meet the most basic needs of individuals and households, providing a minimum
income to those living in poverty or halting the decline in the incomes and consumption capacity
of those in vulnerable situations (Grosh and others, 2008). At the same time, they play a key role of
liaison and facilitating access to social policies and services and to social promotion policies and
services for human capital formation. Their interventions are aimed mainly at transferring resources
or building assets and preventing their loss, as well as promoting resource and asset accumulation.
However, non-contributory social protection may also be universal in nature, as exemplified by general
food or energy subsidies and some social pensions or the proposed universal (or “citizen’s”) basic
income, for instance.

The main instruments of non-contributory social protection include: (i) cash transfers, as in
CTPs and social pensions; (i) transfers in kind; (iii) consumer subsidies (e.g. for energy or water),
which are frequently introduced to cope with emergencies stemming from high inflation rates or high
prices on specific goods; (iv) workfare programmes, which, while they can also be seen as an active
labour market policy, play a primary role in protecting income in times of high unemployment; and
(v) promotion mechanisms via existing social services, including a range of educational scholarships
and specialized bonuses designed to protect the poorest and most vulnerable sectors and ensure
their access to human capital formation systems (see table 1.1).
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H Table I.1
Non-contributory social protection instruments
Instruments Criteria Areas covered Examples
Cash transfers  Targeted in line with Incomes Co-responsibility transfer programmes: Universal
means/income level Child Allowance for Social Protection (AUH)
or universal benefit Access to the full established in Argentina in October 2009,
range of social which delivers a non-contributory benefit to
services, benefits families with children whose members are
and sectoral unemployed or working in the informal economy
policies; human
capital formation Social pensions: Mexico’s “70 and over”

pension programme implemented by the Federal
Government since 2007, which provides economic
and social promotion support to older adults
living in towns of fewer than 30,000 inhabitants

Transfers inkind Targeted in line with Food Emergency food aid programmes (Nicaragua):
income level or category: daily delivery of food for six months to
territorial unit, stage those affected by Hurricane Mitch

of life cycle (children,
older adults, etc.),
specific causes of
vulnerability (e.g. women,
indigenous peoples)

Consumer Granted mainly to Food Subsidy on electricity and fuel gas for lower-income
subsidies poor and vulnerable Electricity users of services distributed via the physical grid
households, although Fuel (Colombia), financed through the Solidarity Fund
in some cases they Transport for Subsidies and Income Redistribution (FSSRI)

are universal

Workfare Unemployed heads Incomes Employment in Action (Colombia): supplements
of household the incomes of those in the poorest 20% of the
population through temporary employment
Unskilled workers schemes for building community infrastructure
Promotion of Targeted mainly at poor Education Educational scholarships, homebuyer grants,etc.
existing social households, although in Health
services some cases it is extended Housing
to include middle- Care

income households

Source: Prepared by the authors.

As a result of limited access to contributory social protection through the formal labour
market, one instrument of non-contributory social protection being incorporated increasingly into
Latin American social protection schemes —apart from the CTPs mentioned earlier— is the social
pension.” Although pensions have traditionally been included in the wider set of social security
policies, in that they are closely linked with the contributions paid during an employee’s working life,
it has become necessary to introduce non-contributory (or “solidarity”) pensions owing to the duality
of the production and employment structure and the weakness of contributory social protection
(cf. Bertranou, 2008; ECLAC, 2006, 2008a; Filgueira, 2007; Ribe, Robalino and Walker, 2010; Sojo,

7 According to Kidd (2008), social pensions should be considered as contributory, in the sense that all citizens have
contributed to funding them to varying degrees. Kidd says that one of the main advantages of social pensions is that
they induce families to invest more in child care and education, in the knowledge that the parents will have a guaranteed
old-age pension.
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2009, 2003). Social pensions are transfers (defined benefits) for old age or disability, which the State
provides to those who have not worked in the formal labour market or who have paid no contributions
during their working lives. They consist of a solidarity benefit paid for by society as a whole, as they
are usually funded from general, consumer or income taxes (ECLAC 2010a, p. 108; Uthoff, 2006,
p. 29). Furthermore, they are pay-as-you go (PAYG) pensions, that is to say, they are funded from
taxes on the current generation of people.

In some countries, social pensions also cover the risk of illness and may become a vehicle
for other benefits (such as family allowances) (Bertranou, 2008). Countries with social pensions
include Argentina, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Costa Rica, Cuba,
Mexico, Panama, Plurinational State of Bolivia and Uruguay (Barrientos and Hinojosa-Valencia, 2009;
Bertranou, Solorio and van Ginneken, 2002; ECLAC, 2010a, p. 165). Social pensions can be either
universal (as with the Plurinational State of Bolivia’s Dignity Income) or targeted in line with criteria
such as income or specific categories (for example, pensions for war veterans or victims of human
rights violations, as in Argentina and Chile).

The implementation of non-contributory pensions calls for an analysis of their complementarity
with the contributory pension systems discussed in the next section. There are misgivings about
their ability to operate in conjunction, in that generous non-contributory benefits could act as a
disincentive to paying contributions, which in turn could affect the long-term funding of minimum
pensions (Filgueira, 2007).8 Another concern is that non-contributory pensions may, in the long term,
be used as a way to avoid discussing labour market reforms that would improve the contributory
structure from the private sector (Levy, 2009). It is also possible to identify mixed (semi-contributory)
models that are based on a worker’s history of contributions but where a significant portion of the
benefits are non-contributory (Bertranou, Solorio and van Ginneken, 2002). However, given that the
region’s employment structure is marked by high levels of informality and insecurity, non-contributory
instruments are clearly key to reducing inequality and preventing the exclusion of vast sectors of
the population.

2. Contributory social protection

Traditionally, contributory social protection (social security) includes all programmes designed
to provide workers and their dependents with current and future insurance to enable them to maintain
a minimum quality of life during their active and inactive stages of life, for example in times of
unemployment, retirement, iliness or disability. This component also includes health insurance, the
set of maternity-related benefits and safeguards and, in some cases, other benefits, such as family
allowances.® Basically they are contributory benefits, although the contribution amount may vary
significantly —and may or may not be offset by non-contributory State contributions— depending
on workers’ socio-economic status and their length of time in the formal labour market.

8 Uthoff (2006, p. 29) believes that the private sector should be included as a key player in the design of any pension
solidarity pillar, planning a system of voluntary top-up savings for anyone seeking higher benefits than those guaranteed
by the State.

9 In recent years some countries have begun to provide non-contributory family allowances. One such is Uruguay, where
family allowances have been incorporated into its Equity Plan (see II.F).
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This component encompasses a wide variety of instruments (including insurance, security
plans and other forms of contribution), stakeholders (private, public and mixed) and areas covered
(access to health systems, pension schemes and unemployment, disability and survivors’ insurance).
According to Mesa-Lago (2008), the two most important social security programmes —based on
the number of affiliates and beneficiaries and the percentage of investment involved— are old age,
disability and survivors’ pensions and maternity/paternity, sickness and health care benefits.°

A number of organizations and authors have pointed to the weakness of contributory social
security systems in Latin America (Bertranou, 2008; ECLAC, 2006, 2008a; Filgueira, 2007; Sojo, 2009,
2003) and, to remedy this, increasing attention is being paid to various types of non-contributory
social protection. The issue of expanding access to unemployment and health protection mechanisms
should also be given urgent consideration, as social protection analysis has focused little on it to date.

In recent years, countries such as Argentina, the Bolivarian Republic of Venezuela, Brazil, Chile
and Uruguay have implemented a series of unemployment insurance reforms aimed at supporting
redundant workers in finding work, while protecting income levels in the event of dismissal. The
reforms are designed to improve the efficiency and coverage of unemployment insurance and boost
affiliates’ access to a set of active labour market policies (including training and labour intermediation).
Apart from unemployment insurance, a number of associated instruments are important in protecting
workers in the event of redundancy, including severance pay (which operates as a disincentive to
dismissal), individual savings accounts (allowing workers to accumulate cash resources while they
are employed), notice of termination (prior notification of dismissal in order to prevent sharp falls in
income) and early retirement benefits (Bertranou and Paz, 2007; Velasquez, 2010).

Thus, strategies must be developed to extend coverage in every area of social security to
groups that are particularly hard to reach. Among such groups, Mesa-Lago (2009) identifies those
working in the informal sector or on their own account in urban areas and, in particular, rural areas.
The inequalities created by the structure of care, which affect women disproportionately, should be
addressed with special urgency.! As for indigenous peoples, in a number of Latin American countries
they are almost totally excluded from social security schemes (Patrinos and Skoufias, 2007; Ledn,
2008; Mesa-Lago, 2009, pp. 238-239). The ongoing challenge is to explore ways of incorporating
these groups into current social protection schemes.

10 There is often confusion between the concepts of pension and retirement. Retirement refers to the action of a person
claiming a benefit upon ceasing their work activity. Retirement benefits can be defined as deferred payment for work
performed in the past, based on a system of contributions to a social security fund managed by the State or the
private sector (ECLAC, 2010a, p. 98). A pension includes a set of benefits that may or may not provide a direct return
to the employee and that may be contributory or non-contributory (referred to in this book as “social pensions”). The
use of both terms varies among countries in the region. Pensions may be based on contributory mechanisms (such
as dependants’ pensions and old-age pensions funded by the spouse’s contributions) or on compensation between
private agents (such as alimony and child support), or else they may be solidarity- or welfare-based or both (ECLAC,
2010a). For example, Chile has created a privatized “system of old-age, disability and survivors’ pensions” based on
pre-funded individual accounts (article 1 of Decree Law No. 3500), which is administered by entities called “pension
fund managers” (AFPs). The system defines old-age and disability pensions and survivors’ pensions for the children and
spouse of the person affiliated to the system. In Mexico, there is the Pension and Retirement Regime (RPJ) (Mexican
Social Security Institute, 2009).

According to Mesa-Lago (2009, p. 229), in around 2000-2003, women had lower social insurance coverage than men
in 8 of 14 countries; only in Costa Rica and Uruguay did they have higher coverage. In the case of health, women
are often at a disadvantage compared with men in terms of the length of time they are covered by health insurance
schemes, having lost coverage during the years they spent outside the labour market to undertake care work, while
health coverage as dependents of their male spouse is often indirect and, in some countries, impartial and likely to be
forfeited in the event of a divorce or abandonment (Mesa-Lago, 2009). The costs of private health services are higher for
women and, in the public system, women and their children have to pay higher user fees because they use the services
more often.

1
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3. Labour market regulation

The third component of social protection is labour market regulation. This is a particularly sensitive
area that has received little attention in the debate on social protection, in a region where formal
sector employment is in short supply and there are many deep-seated problems in expanding it.

Labour market regulation refers to the protection of workers’ individual and collective rights
and plays a key role in reducing and mitigating the risks associated with unemployment and the decent
work deficit (Barrientos and Hulme, 2008). This component of social protection encompasses a set
of regulations and standards designed to promote and protect decent work, that is to say, work in
conditions of freedom, social justice, security and human dignity (ILO, 2008d). This set of regulations
includes those aimed at formalizing contractual relations, guaranteeing rights to form and join trade
unions and to occupational safety, regulations and prohibitions on child and adolescent labour and
regulations on employment and the minimum wage (World Bank, 2001b), as well as regulations to
prevent discrimination at work, especially against women. The existence of this set of regulations
is crucial to overcoming the risks that contributory and non-contributory social protection policies
seek to resolve. Indeed, in a region marked by persistent structures of inequality, it is essential to
focus more attention on incorporating employment discrimination measures to boost the labour force
participation of women, indigenous peoples and other vulnerable groups (ECLAC, 2010a).

It is therefore critical to address the issue of informal-sector and own-account workers. As
Bertranou and Saravia (2009) point out, own-account work is particularly complex to conceptualize and
measure. Some argue that own-account workers are fulfilling a personal desire for entrepreneurship
and believe that many own-account workers engage in informal employment of their own volition (IDB,
2004). In contrast, others hold that own-account work is mainly the result of situations of crisis or
severe vulnerability to poverty and that the great majority of own-account work and self-employment
is associated with inadequate working conditions and protection (ECLAC, 2009a). While benefits
for own-account workers have been seen as a key element in guaranteeing rights, they are also a
factor inhibiting growth of the formal employment sector by erecting major budget-related barriers
that hinder the formalization of employment relationships, particularly in smaller firms.

This not only points to a need to develop appropriate strategies for protecting unemployed
and informal-sector workers against risks and for guaranteeing them a minimum income, it also
shows what an important role labour and labour market regulation policies play in social protection.
While Ribe, Robalino and Walker (2010) call for the development of systems for labour market risk
management, authors like Bertranou (2009) and Uthoff (2006) stress the importance for social
protection of strengthening labour market regulation.

Bertranou and Saravia (2009) echo Tokman (2001) and Daza (2008) in acknowledging the
need to distinguish between informality and illegality, arguing that illegality and non-compliance with
labour regulations is just as much a feature of the formal sector as it is of the informal sector. The first
step is to increase compliance with these regulations, labour law and workers’ rights. This is an area
where social protection systems can play a coordinating role between the entities directly in charge
of labour matters (ministries of labour, welfare and social security, as the case may be) and those
responsible for designing social policies, by strengthening the necessary link between the two. At
the same time, it is necessary to identify the dynamics of labour market exclusion and of protection
benefits associated with formal employment (Bertranou and Saravia, 2009, p. 14).

The challenge lies in determining which institutions and management processes should be
used to implement this component. Weller (2008, p. 21), describes labour-market institutions as
“mechanisms with differing degrees of formality that establish the rules of behaviour for participants
in the labour market”. The ultimate goal of labour-market institutions is to generate high-quality
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employment by means of labour market regulation, unemployment protection systems and active
labour market policies (which are not part of social protection per se). To achieve this goal, institutions
must meet two objectives: “they must ensure an efficiently functioning labour market, i.e. the optimal
allocation of resources, and they must guarantee protection and support for the weakest players in
a market characterized by structural inequalities among participants” (Weller, 2008).

All this calls for regulations on the implementation of certain standards and for monitoring
compliance with labour regulations, a process that requires the extensive participation of the institutions
responsible for defining social protection instruments and programmes.
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Introduction

Strengthening social protection systems is one way to progress towards the construction of a
genuine welfare state, which the vast majority of Latin American and Caribbean countries have
yet to achieve. Each stage in the regional development process has been marked by different
visions of the State’s role in the economy and society and of the scope of social protection, with
the approach evolving from one based on charity to one centred on citizen guarantees. Given the
wide variation in political, economic and social conditions among the different countries, when
guiding the design of social protection systems it is useful to categorize the countries according
to whether they report wide, moderate or only slight gaps in well-being.

Chapter Il introduces the concept of the welfare state, offers a brief historical overview of
social protection in Latin America and examines the gaps in well-being found among the region’s
countries, which are linked to their societies’ ability to generate income through the labour market
and the State’s capacity to extend protection to those who receive no or insufficient income.
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P art I ECLAC (2006), Shaping the future of social protection: access, financing and solidarity;

A, pp. 32-33.

A. Forms of social protection in welfare States

The first social protection covenant was established under the aegis of the welfare State in Europe
and North America. As pointed out by Esping-Andersen (1993, 1996 and 2000), it is possible
to have social policies without a welfare State, but there can be no welfare State without social
policies. The difference between European and North American countries, as opposed to their
Latin American counterparts, is that, in the former group, the welfare State has a strong and stable
institutional nucleus that guides change, while Latin American institutions and programmes are
not structured around a strategic set of long-term social measures and objectives (Galiani, 2006).

In Europe, the United States and Canada, social policies are implemented as part of the
ideological framework of social and political agreements that make up their welfare systems.
In Latin America, on the other hand, social policies need to be more closely interlinked on the
basis of an ideological foundation capable of providing strategic guidelines, continuity and
coherence that extend beyond the horizon of individual presidential Administrations. In Europe
and North America, the contract between the State and society includes an agreement about
the way each country has historically upheld its citizens’ rights. In Latin America, on the other
hand, social policies do not have the status of State policies (except in the few cases where
sectoral budgets are “armour-plated”), and there is no social authority of the same rank as the
most senior economic decision-makers.

The welfare States that emerged in the developed world between the 1930s and 1960s
were established in response to the need for social protection systems capable of dealing with
the risks of the time, which were tied in with the central role of employment in the definition
and satisfaction of individual rights (see box 1.2). Since the 1970s, however, changes in terms
of production, employment, epidemiological and demographic profiles, families and gender
roles have cast doubt upon the validity of the traditional employment-based welfare State (the
Bismarckian model). These changes forced the issue of the need for reforms to protect citizens’
rights from the new social risks they brought with them. These reforms would have to be carefully
crafted in order to ensure that they did not exclude portions of the population from the social
protection system (Titelman and Uthoff, 2005).

Within this context, the concept of security goes beyond the bounds of its traditional
definition to include new factors such as age and ascriptive categories such as gender and ethnic
minorities. This concept is increasingly linked to citizenship, human rights and the deepening
of democracy, and it comes into conflict with the new economic constraints stemming from the
emerging global order and the present degree of financial volatility.
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H Box .2
Three paradigmatic models of the welfare state

In analysing the development of the welfare State since the 1930s, Esping Andersen identifies three types of welfare
regimes in the industrialized world. Each of these regimes corresponds to a solidarity model that reflects the way in
which the welfare State deals with risks.

The liberal welfare regime minimizes the State, individualizes risks and promotes market solutions within a
framework of residual risk management. The United States is an emblematic example of this model, which has three
main characteristics. First, it is residual (in Latin America, this concept is referred to as the “subsidiary role” of the
State), in that it deals only with unacceptable risks and tailors its protective measures to the groups exposed to those
risks. Second, it often involves social policies that target extreme poverty and whose focus is based on people’s needs
rather than their rights. Third, there is a tendency to apply welfare policies that use means testing to determine the
presence of need. This criterion is used not only in the United States but also, to varying degrees, in other countries
whose welfare States have originated from liberal regimes, such as Australia, the United Kingdom, New Zealand,
Canada and Ireland.

The social democratic regime used by the Nordic European countries has a universalist, egalitarian orientation
and is committed to the notion of rights. Rights are linked to individuals and are based on citizenship; in the United
Kingdom and the Netherlands, in contrast, pensions are based on effective contributions rather than on demonstrated
need or employment contracts. The system seeks to decommodify welfare or well-being in order to minimize dependency
on the market. Some countries (such as Belgium and Italy) have subsidies that are almost as high as in the Nordic
countries, but what distinguishes the Nordic countries’ social democratic regime is its fusion of universalism and of
the overall socialization of risk with generous subsidies and universal coverage.

The conservative (corporatist) regime. The most obviously conservative aspects of this system are its risk distribution
(corporatist solidarity) system and familialism. The former is reflected in a distinctly Statist historical legacy that
provides special treatment to civil servants and additional social security resources based on corporatist interests.
Although the basis of pensions is not strongly corporatist in Germany, there are thousands of special health funds for
particular regions, professions or companies. Italy, on the other hand, has a unified health system but over a hundred
pension plans for various professions. Such systems can also be based on familialism, which prioritizes the central
role of the family as caregiver and, ultimately, as the unit responsible for the well-being of its members. As with the
liberal model, the conservative regime is also residual. However, while the liberal system provides coverage for market
failures, the conservative model provides for “family failures”. In both cases (and unlike the social democratic system),
assistance (need) takes precedence over rights.

Source: Gosta Esping-Andersen, Fundamentos sociales de las economias postindustriales, Barcelona, Ariel, 2000;
Welfare States in Transition, London, Sage, 1996; Changing Classes. Stratification and Mobility in Postindustrial Societies,
London, Sage, 1993.
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B. Brief history of social protection in Latin America

While social issues have always been part of Government functions in Latin American countries, the
form that they have taken and the emphasis and priorities assigned to them have changed over time
in response to the different currents of economic and social thought that have prevailed at given
periods in history and to how powerful these currents were.

Although national processes in Latin America cannot strictly be described as homogeneous,
according to a number of authors, social policy development can be divided into three main periods:
(i) the period prior to the Great Depression of 1929; (i) the period of greater industrialization and inward
growth between the Great Depression and the 1980s; and (iii) the period of market economy and
globalization, which began in the 1980s (Marchesi, 2004; Cohen and Franco, 2005; Andrenacci and
Repetto, 2006). As table II.1 shows, these successive periods have been named after their prevailing
development model: primary liberal; import substitution; and fiscal discipline and austerity. Each
period has distinctive characteristics in terms of the development of contributory social protection
policies (social security), as well as the principal guidelines governing non-contributory social
protection (social assistance) and sectoral policies in the region. In turn, these models give rise to
specific conceptions about the role of the State and of social protection.

B Table Il.1

Social protection in four periods of social policy

N

Primary liberal

First examples of
social security in

the urban formal

sector

Assistance: viewed
as charity

Start of sectoral
policies for
education and
health

Little State
regulation

Source: Prepared by the authors.

1

1

Import substitution

Social security in
the urban formal
sector

Assistance:
consumer
subsidies for food
and energy

Centralism and
growth of the
health and
education sectors

Welfare State

Protection based
on formal
employment

L

Fiscal discipline
and austerity

Social security with
pre-funded
individual accounts

Assistance:
targeting the poor,
social investment
funds

Oriented to
demand, decentral-
ization, outsourcing
of social services

State as subsidizer
and mitigator

Protection against
emergencies

L

Systemic
competitiveness

Assistance:
breaking the
intergenerational
transmission of
poverty

State as subsidizer
and promoter

Protection as
assistance and
access to
promotion

Social protection
systems based on
incremental
minimum standards

State as guarantor

Protection as a
citizen guarantee

As there is no strict correlation between the evolution of development models and social policies, a given development
model may be underpinned by different social policy directions. Table 1.1 shows only broad trends.
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The final column of table I.1 depicts a fourth period that is unfolding this century. The theory
is that two social policy approaches currently coexist in the region: the first is linked with systemic
competitiveness and features important concepts such as human capital and intergenerational
transmission of poverty; the second, linked with a rights-based approach and citizen guarantees,
is supported by international covenants and treaties concluded by States. These approaches are
not mutually exclusive, although the second has achieved greater prominence in recent years. The
following chapters describe the policy elements arising from the differing concepts of development,
State and social protection underpinning these approaches.

The first period, beginning in the 19th century and lasting into the first few decades of the
20th century, was marked by the primary liberal model, with outward growth. In social terms, its
characteristics included, first, the formation of national societies and citizens’ sense of belonging to
a country and, second, charity, where attention to social problems was viewed as humanitarian aid
for the needy, with broad participation from civil society organizations and the Church. It led to a
non-secular, non-institutionalized social policy where political, economic and social elites were the
service providers and financiers. The earliest institutions for contributory social protection began to
emerge at the end of this period, such as mutual societies and insurance associations, aimed mainly
at urban wage earners and subject to little State regulation, simultaneously with a phase of growing
social service coverage in the areas of public health and education. The first social security systems
inspired by the Bismarckian model started to appear in Southern Cone countries in the early 1920s.2

The second period began with the Great Depression and continued through the post-War
and Cold War period. It was characterized by the development of a model of import substitution
industrialization, with inward growth, where the emphasis was on State planning. Justice, social
order and social security were the main social policy issues and pressure from organized society
and trade unions had a great impact on them. Added to this was the steady growth of the education
and health sectors, as well as the debate over access to land and land reforms. Although the social
policy approach was based on universalism, coverage was severely limited, which led to priority
being given to wage earners, the middle class and organized sectors. Duhau (1997) refers to it as
“fragmented” or “stratified” universalism. Emphasis was placed on protection for salaried workers
(Franco, 1996), by means of such instruments as Uruguay’s unemployment insurance (1958), family
allowances for private employees from the Mexican Social Security Institute (IMSS) (1943), or
Argentina’s enshrinement of the right to social security in law 14370 (1954).2 Non-contributory social
protection was confined mainly to food and energy subsidies, although a few feeding programmes
and small transfer programmes were starting to emerge for vulnerable groups, such as disabled
persons (Ferreira and Robalino, 2010).4

The social policy management model of the time was characterized by central planning,
a historical trend in Latin America determined by the political context, as well as the unitary
organization of most countries and ‘latent centralism’ of those with a federal structure (Franco,
2003). There was also a bureaucratic-type organization and a marked impetus given to government
sectors and, although this was positive in terms of knowledge and the development of specialized
policies, their lack of coordination made it difficult to set up comprehensive interventions. Social

2 In Uruguay, the earliest debates on social security mechanisms took place in the first half of the 19th century (Bonino,
Kwon and Peyre Dutrey, 2007). The social security systems that emerged throughout Latin America in the 20th century
were basically of the corporate and contributory variety and excluded vast segments of the population that did not
belong to organizations linked with the formal labour market (such as associations or trade unions) or had no means for
accessing power structures (mainly political parties).

3 Argentina’s first instance of contributory social security was law 4349 of 1904, which established the Civil Fund (Caja
Civil) for permanent employees of the State administration: teachers and employees of the National Educational Council,
employees of official banks and Argentine railways, magistrates and elected officials (Abritta and others, 2010).

4 Feeding programmes included the Costa Rican Supplementary Feeding Programme of 1951, Chile’s National
Supplementary Feeding Programme (PNAC), which began delivering milk to children and pregnant women in 1954, and
Brazil’s National School Feeding Programme (PNAE) of 1955.
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policy was funded mainly by the State and resources were distributed primarily through supply-
side subsidies, which, in several countries led to an increased State share in service provision,
with little private sector involvement. During this period, social sectors exerted intense pressure
on the State to meet their demands.

Finally, this period was characterized by the protection of some prices and the provision
of subsidies to facilitate access to certain goods and services, as well as by high inflation, rising
external debt and corporatism. There was also a social divide between formal-sector workers (and
their families) and informal, urban and rural workers, which, as discussed, had a very strong impact
on the design of social protection and on the way in which these policies were organized in the region.

The debt crisis of the early 1980s marked the third period, characterized by a neoliberal
approach of outward growth with fiscal discipline and austerity, where reforms introduced to reduce
inflation and promote economic growth neglected the problem of unequal income distribution (Cornia,
Stewart and Jolly, 1987). The assumption was that the benefits of growth would be distributed
gradually among the population (trickle-down effect). The idea that the market was the best means
for allocating goods and services played a key role, as did the Washington Consensus.®

Social policy in this period was characterized by targeting the poorest sectors to rationalize
the use of scarce resources, as illustrated by the school feeding programme of Chile’s National School
Support and Scholarships Board (JUNAEB) and Mexico’s Social Milk Supply Programme. A priority
concern was management efficiency, associated with fiscal discipline requirements, which over time
came to be a major additional —but not the sole— component in the objective of maximizing the
impact or effectiveness of programmes. So, not only was it important to spend in order to produce
goods and services, but to spend wisely to achieve the desired objectives.

All this was coupled with a market rationale for social services that included the promotion
of demand-side subsidies to foster competition among service providers, whether public or private,
through a system of free choice. One example was Chile’s education system, where pupils received
a State education grant that they could choose to spend on studying in a State or private school.
Competition also featured in resource distribution, through procurement and competitive bidding
to fund both public and private programmes and projects. This led to the development of safety
nets, as well as the famous social investment funds, which were a prominent component of social
management in the region, as they were considered a more flexible tool than line ministries for
distributing public investment resources for health, primary education and water and sanitation
services, even though, in many cases, social investment funds failed to make the leap from a rationale
of budget implementation and production efficiency to one of social effectiveness and efficiency.®

Under this rationalization and competitiveness policy, decentralization played an important role
during the period, arising from a desire to make resource and project management more independent
from central government. Outsourcing of production was another important feature of this policy,
boosting the participation of private and non-governmental organizations in management.

This rationalization and competitiveness policy was also reflected in social protection. There
was a major transformation in retirement and pension funds and health insurance in the formal sector
during the period. The problem of fiscal sustainability of pay-as-you-go social security led to the
idea of individual funds, under the assumption that, with a formal labour market and job security,

5 The Washington Consensus consisted of 10 key policy recommendations: fiscal discipline; reordering public expenditure
priorities; tax reform; liberalizing interest rates; competitive exchange rates; liberalization of international trade;
liberalization of inward foreign direct investment; privatization of State-owned companies; deregulation (especially of
labour markets); and property rights (Williamson, 1994).

6 The first ever social investment fund was the Plurinational State of Bolivia’s Social Emergency Fund (FSE), established
in 1985 and renamed Social Investment Fund (FIS) in 1990 (Aranibar, 2010). Further examples are the Honduran Social
Investment Fund (FHIS), Peru’s Social Development Cooperation Fund (FONCODES) and the Bolivarian Republic of
Venezuela’s Social Investment Fund (FONVIS).
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individuals could amass the required resources for a decent retirement and would also be able to
finance their family’s health insurance. This meant that the existing rationale of fragmented universalism
was sidelined to some extent and private fund managers emerged (including Chile’s Association
of Pension Fund Managers (AFP) and Argentina’s Retirement and Pension Fund Management
Companies (AFJP)), and health insurance institutions (such as Chile’s ISAPREs) were encouraged
to participate. Social protection in this period was therefore marked by a dual approach. On the
one hand, there was contributory social protection of employees based on pre-funded individual
accounts and insurance, operating under the aegis of the ministries of labour and health and, on
the other, non-contributory social protection aimed at meeting certain minimum welfare standards
and mitigating the consequences of extreme poverty, administered by the ministries responsible
for social development. Over this period, the State took an increasingly secondary monitoring and
evaluation role, while its role as provider diminished, at least proportionately, as the case of Chile
illustrates very clearly.

A new development approach has been taking shape since the mid-1990s, with the ‘paradigm
of systemic competitiveness’, where integration into a global economy depends on a country’s
organizational and management ability to combine a variety of economic and non-economic factors
and to coordinate various stakeholders (Lechner and Calderon, 1998). This is a period of consolidation
of democratic institutions, in which ‘second-generation’ State reforms are being introduced (Marchesi,
2004) and the political leadership seeks to embody in a number of concrete actions the idea of a
more present State, with greater capacity to intervene in economic and social development (Repetto,
2010a). Around 2000, concepts such as guaranteed human, economic, social and cultural rights,
full citizenship and social cohesion started to gain a strong foothold among the approaches guiding
social policy (ECLAC, 2007). They reflect an explicit concern to distribute the benefits of economic
development more evenly and to reduce the existing high levels of inequality. This means that
individuals are no longer considered as consumers and beneficiaries but as citizens with rights.

Although it is difficult to make a definitive analysis because social policy is only one stage in the
development process, a number of elements can be said to characterize it. First, the clash between
universalism and targeting has returned to the agenda, but with the idea of targeting resources in
order to achieve universal social rights or minimum social standards (ECLAC, 2000; Ocampo, 2001): no
longer the same product for everyone (or only a few) but universal policies with differentiated services
for a heterogeneous population, to meet diverse needs and close gaps. Differences of ethnicity,
culture, gender, age and place of residence, not just socio-economic differences, have come to be
considered as key variables in substantive and administrative aspects of policy. Second, there is an
increased concern for objective and subjective service quality and the principles of effectiveness
and efficiency, as well as for creating synergies among care and protection networks.

In terms of stakeholders, not only have public-private linkages been maintained, they are
being boosted, with public and private organizations participating alongside non-governmental and
other civil society organizations. However, the State is strengthening its regulatory role, gradually
becoming a guarantor and, while it is not necessarily a provider, neither does it play a secondary role.

This has opened up new opportunities for debate on social protection, such as linking pre-
funded individual account models with solidarity (ECLAC, 2006; Uthoff, 2006), flexicurity and the
right to a minimum income, at least to lift people out of extreme poverty, with approaches focusing
on short- and long-term action. The following section identifies the contexts and debates that have
inspired the emergence of different social protection approaches and proposals.



Universal Social Protection in Latin America and the Caribbean

Part |" S. Cecchini, F. Filgueira and C. Robles (2014), Social protection systems in Latin America and

the Caribbean: a comparative view; C, pp. 18-29.

C. Welfare gaps: a classification of capacities,
effort and limits

There is a wide-ranging literature that has characterized, typified and/or organized social protection
systems and welfare states in the region’. Based on such contributions and recent data produced in
the region on social spending, the coverage of protection systems and social services, the capacity
of the labour market to offer adequate income to the population and the role of families in social
protection, this document sets forth a new classification of social-welfare regimes in the region.

This does not aim to replace either the overview studies based on key variables or the
case studies presented here. Essentially it represents an intermediate strategy that draws on the
standardized data contained in the various editions of ECLAC Social Panorama of Latin America,
and the contextualized data and information provided in the case studies. Its purpose is to offer
an initial guiding taxonomy for reviewing the overview studies and for interpreting the national case
studies on the basis of theoretical and comparative categories.

The capacities of governments, labour markets and goods and services markets to provide
individuals with adequate access to basic material and symbolic consumption reflect long-term
economic, political and demographic processes. These capacities are the result of the transformation
of societies that are transiting from a situation in which productive activity is undertaken in traditional
rural economies towards one in which that activity is carried out in modern urban economies.
Each stage corresponds to a historical moment associated with the level and style of the country’s
development. In each stage, labour issues interact and are reinforced by citizens’ behaviour in
terms of reproduction, family composition and the human capital formation of their members. In
traditional societies, the family is extended, with high levels of fertility; the predominant roles in the
household are linked to work, but are not considered as paid employment; the main income-earners
work predominantly in conditions of underemployment and attach little importance to improving
their skills. In modern societies, families are predominantly nuclear and increasingly single-parent;
fertility has declined; there are better conditions for reconciling household and labour- market roles;
underemployment is correlated with skill deficiencies; and, although the number of income-earners
in the families is larger, they are starting to become vulnerable to problems of open unemployment.

When fertility starts to decline, the number of individuals in potentially productive age groups
(between 15 and 64 years of age) increases more than the rest of the population. In fact, in all Latin
American and Caribbean countries, we are still living in a period of demographic opportunities (the
“demographic bonus”) characterized by a large increase in the potentially productive population
(between 15 and 64 years of age) and the so-called “dependent” population (under 16 and over 65
years old). This period comes to an end when the dependent population starts to grow faster than
the potentially productive population, thereby launching a phase of ageing in which older adults (over
65 years of age) start to predominate among the dependent sector. From the standpoint of financing
social protection, the demographic bonus starts in phases of high levels of underemployment and
weak tax bases, so social protection has minimal coverage. The persistence of underemployment and
the slow growth of tax revenue during those stages means that little progress is made in increasing
the coverage of social protection.

7 See, in this regard, the pioneering work of Carmelo Mesa-Lago (1977), as well as Filgueira (1998, 2005), Uthoff, Vera
and Ruedi (2006), Martinez Franzoni (2008), Barba (2003) and Cecchini and Martinez (2011). Although Cuba, Haiti,
Trinidad and Tobago, and Jamaica have not generally been included in previous analyses, they are incorporated
here through basic variables (GDP, combined dependency rate). Nonetheless, owing to a lack of substantive
information, they generally do not form part of the original analysis of groups or of the averages in descriptive
variables presented below.
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Understanding the context of each country as a result of the specific transition processes
unfolding in its labour market, along with the transition in fertility and the age structure, is essential
for analysing the strengths and weaknesses of its social protection systems and suggesting ways to
reform them. Moreover, the individual revenue and spending capacities of countries should be taken
into account when considering reforms and potential courses for their social protection systems.

In short, two broad dimensions can be used to classify countries by what could be defined as
a “welfare gap”. Firstly, it is necessary to consider a society’s capacity to generate income through
the labour market to sustain its members. Secondly, account needs to be taken of government
capacities to provide sustenance and protection to those who lack income or have insufficient income.

In addition to the population group that has traditionally been considered dependent on the
grounds of age, not all of the 15-65-year-old population of Latin America and the Caribbean succeeds
in gaining access to paid productive activities.? In fact, apart from the traditional distinction between
the economically active and inactive population, dependants also include those who, while in the
productive age bracket, are not participating in the labour market, or are doing so in a precarious
manner and with low incomes. This population therefore “depends” on workers who are engaged in
medium- or highproductivity sectors (Uthoff, Vera and Ruedi, 2006).

In particular, there are three situations related to the link individuals have with the labour
market, in which society (that is, family or government) would need to transfer resources to them to
satisfy their consumption needs, and who are to some extent “dependent”, or at least partially so.

Firstly, there are people of working age who do not work, either because they do not need to,
or because they have insufficient incentive to do so, or because they face major difficulties in doing
so. There are also people who, while wishing to be employed and actively seeking job opportunities,
cannot find jobs and are classified as unemployed. Lastly, there are people who are employed in jobs
that either lack suitable conditions for fulfilling their productive potential and/or do not give access
to social protection.

“Dependants” are therefore defined through a combination of two factors: demographic
factors (associated with the age structure); and factors relating to employment status (associated
with the individual’s involvement in the labour market). This combination can be used to define a
status of labour dependency, to refer to the number of people who are dependent for demographic
reasons (individuals under 15 years of age and older than 65), plus those who would be wholly or
partially dependent owing to their labour market status (inactive between 15 and 59 years of age,
unemployed, and those who are employed in low productivity or informal jobs between 15 and 59
years of age). This can be used to define a first “welfare curve”, in which countries can be ranked
by their capacity to generate sufficient income from the labour market, because the number of
dependants per formal worker declines as the country’s per capita GDP rises.

The second “welfare curve” focuses on the countries’ fiscal capacities and fiscal effort. Given
a certain level of wealth in each country, it is possible to estimate a potential taxation level, which,
in turn, translates into a potential level of social spending. Considering a basic provision considered
decent, it is therefore possible to estimate how many of the dependants that cannot be covered by
income provided from persons who are active in the labour market, it would be possible to cover
through the States’ fiscal capacities. This defines a second “welfare curve” related to the welfare
guarantees that the government could provide to the dependent population, through income transfers.

8 The distinction reflects conventional definitions of what is a productive economic activity and what is not. Usually,
productive activities encompass workers who engage in economic activity outside or inside the home and for which
they receive remuneration. In fact, remuneration is seen as the way society values their contribution to the productive
process. This approach is seriously criticized by those who value the contribution made to the development process by
the care economy.
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This exercise was conducted by Uthoff, Vera and Ruedi (2006); and figure 1.1 shows the
updated version published in ECLAC (2010). The results obtained from data spanning 2002 to 2006,
make it possible to distinguish three large groups of countries: those with severe, moderate and
small welfare gaps (see table I1.1). This grouping was used in ECLAC (2010) in its document Time for
equality: closing gaps, opening trails which Cecchini and Martinez (2011) then used with a number
of amendments to take account of newly available data.®

M Figure II1
Number of dependants per formal® worker, around 2002 and 2008
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Source: Economic Commission for Latin America and the Caribbean (ECLAC) (2010).

2 Population of under 15 years of age plus the population of 15-64 years of age (inactive, plus unemployed, plus informal
workers), plus the population over 65 years of age, with respect to the population of 15-65 years of age (formal workers).

9 In particular, both in ECLAC (2010) and in Cecchini and Martinez (2011), Colombia was added to the group of countries
with moderate welfare gaps, and Panama joined the group with small gaps.
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H Table ll.2
Groups of countries according to the formal dependency indicator, around 2006
Severe gaps Moderate gaps Small gaps
Bolivia (Plurational State of), Ecuador, El Mexico. Panama, Venezuela Ar . :

: \ , gentina, Brazil, Costa
Salvador, Honduras, Guatemala, Nicaragua, - goiyarian Republic of) Rica, Chile, Uruguay

Paraguay, Peru, Dominican Republic

Source: Prepared by the authors, on the basis of Uthoff, Vera and Ruedi (20086).

The variables considered in this document are per capita GDP, the combined demographic
dependency rates, wage-earning workers who contribute to the social security system, per capita
real social spending, expenditure on social security and social assistance as a percentage of GDP,
and the percentage of individuals over 15 years of age who are employed but below the poverty
line. The latter is a proxy measure for persons who are employed but do not have the capacity to
generate adequate income, which is part of the assumption made by Uthoff, Vera and Ruedi (2006)
when considering the relation between wage-earners and dependants, defining the latter not only
as demographic dependants but also those who are dependent because they are not working or
because they do not earn sufficient income.

In this way, the conglomerates analysis model combines a first dimension which relates to,
or is equivalent to, the first welfare gap curve in the analysis of Uthoff, Vera and Ruedi (2006). This
dimension is represented by the wealth of the country (per capita GDP) and the (in)ability of its labour
market to generate adequate jobs (percentage of employed persons living below the poverty line and
wage-earners in formal jobs making contributions), together with the relative size of its dependent
population (the demographic dependency rate). In addition, the capacity and effort the country
displays in addressing this gap is represented by per capita real social spending and expenditure
on income transfers as a percentage of GDP.

The study uses the hierarchical conglomerates method, which groups countries together on
the basis of similarity, starting from the individual case and performing iterations that successively
relax the similarity criteria to reach a single final conglomerate. The analyst can define a number
(or range) of desirable conglomerates. On that basis and a number of iterations that arises from
the real distances between cases in terms of the variables considered, the technique produces the
corresponding groupings. The most immediate graphical way to observe these groupings is in a
tree-diagram. Diagram II.1 shows that in iteration zero, each case is a conglomerate, but before the
fifth iteration, four large conglomerates can be identified (although some countries do not adapt to
any of these conglomerates). In the seventh iteration, there are three large conglomerates which now
encompass all countries.
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B Diagram II.1
Conglomerate analysis?

Source: Prepared by the authors on the basis of data from the Economic Commission for Latin America and the Caribbean
(ECLAC), the World Bank, the United Nations Educational, Scientific and Cultural Organization (UNESCO) and the Inter-
American Development Bank (IDB), circa 2012.

2 Conglomerate combination with rescaled distance.

In the seventh iteration, there are clearly three large conglomerates displaying severe,
moderate and small welfare gaps. The 2006 grouping is redefined, with the number of countries
with severe gaps decreasing and countries with moderate gaps increasing. This is consistent
both with the standardized data that show economic and social improvements, and with the case
studies that display significant increases in fiscal efforts and initiatives to expand social protection
coverage. In addition, three countries that were not included on the original list can be attached to
one or other group, based on a conglomerates analysis performed with fewer variables (per capita
GDP, dependency rate and per capita real spending), because they do not have information on the
other variables. These countries are Cuba, Jamaica, and Trinidad and Tobago. Lastly, Haiti is not
included in any of these conglomerates and is in the extreme gaps category. Table 1.3 summarizes
the new classification of the region’s countries.
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H Table .3
Groups of countries defined by conglomerates analysis, around 2012

Severe gaps Moderate gaps Small gaps

Argentina, Brazil, Costa Rica,
Chile, Panama, Uruguay, Venezuela
(Bolivarian Republic of)

Bolivia (Plurinational State of), El Salvador, Colombia, Ecuador, Mexico,
Honduras, Guatemala, Nicaragua, Paraguay Peru, Dominican Republic

Source: Prepared by the authors on the basis of data from the Economic Commission for Latin America and the Caribbean
(ECLAC). The table does not include countries for which insufficient information was available. Jamaica belongs to the
moderate-gap group owing to its GDP and dependency rates. Cuba and Trinidad and Tobago would be in the small-gap
group for the same reasons.

In addition to the predictable ranking on the variables used for the conglomerates analysis,
the groups rank as expected in terms of another set of characteristics of their welfare regimes.
Tables I1.4-11.7 use group-averages to illustrate the capacities of these countries, their dependency
burden and its type, the robustness of their labour markets in achieving adequate levels of employment
and remuneration, the coverage of their social protection systems and sectoral social policies, tax
effort in terms of revenue and social spending, their social spending profile, and the importance of
the family domain in providing social sustenance and a basic system of solidarity and protection.

H Table I1.4
Capacity indicators by country groups, around 2010/20122
. Dependency rate Incidence of
d ”G'DP [t)g(r)g;plt_a » Dependency rate® Child dependency rate® among adults aged poverty
(dollars a prices) 65 years and older®  (percentages)® 4
Small gaps 7 561 49,5 36,1 13,4 15,3
Moderate gaps 4928 56,9 471 9,9 33,4
Severe gaps 1880 69,0 60,6 8,4 52,0

Source: Prepared by the authors on the basis of Economic Commission for Latin America and the Caribbean (ECLAC),
Social Panorama of Latin America 2012, and Latin American and Caribbean Demographic Centre (CELADE) — Population
Division of ECLAC, Demographic Bulletin 2012.

aSimple averages, excluding Cuba.

b2012.

¢2010.

dThe poverty averages do not include Jamaica or Trinidad and Tobago.
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Capacity differences, whether owing to average wealth or to the demographic stages the
countries are passing through, are pronounced: with dependency rates exploiting the demographic
bonus in countries with small gaps but already significant degrees of ageing; initial demographic bonus
in the case of countries with moderate gaps; and an even more significant stage of demographic
dependency and a high child dependency rate in countries with severe gaps. These capacity
differences are clearly reflected in the poverty levels prevailing in each country grouping (see table
3). There are also clear differences in terms of capacity to generate tax revenue and social spending
between countries that have small gaps and the others. Nonetheless, distances in terms of taxation
between countries with severe and moderate gaps are non-existent (in fact, the differences favour
countries with severe gaps), which suggests a very low fiscal effort being made by countries with
moderate gaps. Social spending as a percentage of GDP is also lower than in countries with severe
gaps, demonstrating a low social effort; although, their social spending per capita is higher, given
their average wealth (see table I1.5).

H Table Il.5
Indicators of effort by country groups, around 20122
Tax revenue Social public spending Social public spending per capita
(vercentages of GDP)® (percentages of GDP) (dollars)
Small gaps 241 22,2 1558
Moderate gaps 15,9 9,7 490
Severe gaps 16,9 10,8 218

Source: Prepared by the authors on the basis of Economic Commission for Latin America and the Caribbean (ECLAC)
Social Panorama of Latin America 2012 and Fiscal Panorama of Latin America 2012.

a2Simple averages, excluding Cuba.
b Includes social security. Does not include Jamaica or Trinidad and Tobago.

The very different gaps in terms of capacities and efforts are clearly reflected in social
protection coverage levels, and in the degree to which the population receives education and health
benefits (see table 11.6).

Bl Table Il.6
Indicators of social protection coverage by country groups, around 2011/20122

Pension coverage Combined primary

(percentagesof ~ Wage-earners with  and secondary Employed persons

Employed persons

popt;lation o(z; 621 ye)ars pension coverage enr?;%gl;e;ate wigl;vgigzi:n with health coverage
of age and older)

Small gaps 75,7 72,5 86,0 67,1 84,8
Moderate gaps 25,0 55,4 77,2 35,6 65,6
Severe gaps 12,7 37,6 7 19,4 25,3

Source: Prepared by the authors on the basis of Economic Commission for Latin America and the Caribbean (ECLAC)
Social Panorama of Latin America 2012, and United Nations Educational, Scientific and Cultural Organization (UNESCO).

aSimple averages, not including Cuba, Jamaica or Trinidad and Tobago.
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The lack of a robust system of State-guaranteed benefits and protections necessarily entails
a much more pronounced role for the market and out-of-pocket spending to gain access to benefits,
and a situation in which welfare depends heavily on multiple family survival strategies ranging from
child labour to immigration (see table 11.7).

H Table .7
Indicators of family survival strategies by country groups, around, 20122

Private spending Percentage of

Remittances Extended and Child labour .- -
(percggtgge:sltgftotal from abroad composite families (10-14 years of age) 'nd'[‘]’:ﬂf'gfl_sp%if‘lg{ g
household expenditure) (percentages of GOF) (percentages) (percentages) spending on health
Small gaps 3,5 0,85 20,7 3,3 23,3
Moderate gaps 4,9 3,55 25,5 15,8 57,5
Severe gaps 58 11,87 27,7 19,2 71,9

Source: Prepared by the authors on the basis of Economic Commission for Latin America and the Caribbean (ECLAC)
Social Panorama of Latin America 2012, and Latin American and Caribbean Demographic Centre (CELADE) — Population
Division of ECLAC, Demographic Bulletin 2012.

aSimple averages, not including Cuba, Jamaica or Trinidad and Tobago.

1. Countries with a severe welfare gap

These countries have a demographic structure that reflects relatively high levels of fertility, characterized
by a young population. Their weak labour market is characterized by few formal jobs, low wages or
remuneration levels, and a burden of dependants consisting not only of young people, but by a large
contingent of unpaid family workers and an informal subsistence sector. As many as 75% of the
“dependants” of formal workers are young and informal workers, while the remainder are inactive,
unemployed, and elderly. Their development level measured by per capita GDP is below US$ 2,000,
which, in conjunction with a low tax burden, prevents them from allocating significant resources to
meet the education needs of children, adolescents and young people; social security and assistance
for working-age adults; and the health of the population at large. They display poverty rates in excess
of 45%, in many cases affecting two thirds of the population; and social security coverage among
the employed at less than 30%. The existence of labour markets dominated by underemployment,
the low capacity of the State to allocate resources, concentrated access to narrow financial markets,
and the low valuation attached to skill development, restrict social mobility and limit capacity to
change social structures.©

The strategies deployed by households to cope with their lack of protection include higher
private and out-of-pocket spending on health care, higher rates of child labour, or migration to
obtain family incomes through remittances (see table I1.7). These indicators raise the alert, not only
in terms of welfare gaps, but also in respect of the potentially severe consequences for peace and
social cohesion, as shown in the case studies of El Salvador, Guatemala and Honduras (Martinez
Franzoni, 2013a; 2013b and 2013c).

10 |n the case of the Plurinational State of Bolivia, it has been possible to strengthen the State through higher taxes,
and to draw on revenues earned from the exploitation of natural resources. As a result, poverty has been reduced
independently of the country’s demographic structure and/or the formalization of its labour market.
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2. Countries with a moderate welfare gap

These countries have a demographic structure that reflects the fertility reductions that have been
unfolding since the 1970s and, as a result, have a smaller proportion of young people among their
dependants. They have a more formalized labour market than the previous group, but in some cases
show incipient population ageing. As their education coverage extends beyond secondary school,
there are more inactive individuals among dependants; and, in conjunction with young people under
15 years of age, they account to 60% of dependent people per formal worker. The remainder are
older adults, persons in informal jobs and the unemployed. Their economic development level is
around US$ 5,000 per capita. Although they have very low tax burdens for their GDP level, their
higher income levels make it possible to pay higher social benefits to target population groups in
the areas of education, social security and assistance and health. Their poverty rates are between
40% and 30%, and they display a social security coverage of around 35% of employed people in
terms of pensions and 65% in terms of health care. The main nuances in the predominance of some
welfare provider again reflect the higher development levels attained by societies with governments
that are supported by natural-resource revenues (Mexico, Peru and Ecuador). These countries tend
to have the capacity to allocate a higher percentage of GDP to social spending.

Nonetheless, these advantages do not produce very significant improvements in their
social situation, as measured by the incidence of poverty. The greater labour-market dynamic is
absorbed by applicants who are selected according to the quality of their education/training, which
discriminates by social class and acts as a vehicle for transmitting inequalities between generations.
The State has insufficient capacity to simultaneously finance the basic social protection network and
the improvements needed in the quality of public education. Moreover, the expansion of financial
markets discriminates by risk, selecting customers with higher levels of collateral. Access to education
is segmented by income, without suitable solidarity mechanisms for its financing. Ultimately, the
development of institutions in this group of countries tends to strengthen mechanisms that transmit
inequalities in society.

3. Countries with a small welfare gap

These countries have the greatest potential to develop a welfare state. They report sharp falls in
fertility during or before the 1960s, and have a population with an older age structure. As they
have succeeded in raising the coverage of higher education, there are more inactive people who,
in conjunction with proportion of older adults, children, adolescents and young people, represent
75% of dependants per formal worker. The remainder are informal workers and the unemployed.
The development level measured by per capita GDP averages more than US$ 7,500, with a high tax
burden that supports social spending in excess of 20% of GDP. Their poverty rates are around 15%
of the population, and they achieve social security coverage in excess of 60% of employed persons
in terms of pensions and above 80% in health care.

These countries are more aware of the need to democratize the institutions that restrict the
actions of social-mobility vehicles. Nonetheless, little progress has been made in terms of effects on
inequality. Social protection systems remain segmented by the contributory capacity of their affiliates,
so the primary inequalities generated in the labour market are reproduced. Changes implemented under
universality principles restrict coverage according to the government’s budgetary constraints and the
lack of solidarity in financing, which results in universal access to basic provisions only. The public-
private mix in the supply of education continues to be dominated by payment systems that prioritize
efficiency over solidarity. The regulatory capacity of governments is unable to create the equal-access
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conditions that the original design of service provision systems fails to generate. Families are unable
to express their desire to improve their education/skill levels through effective demand for an increase
in the capacity of the services in question.

4. Variants within the welfare gaps

By using additional analytical variables to classify the countries,' it is possible to distinguish a
number of additional typological variations within these three broad groupings. These variables aim
to classify countries not only in terms of their welfare gaps but according to the orientations, efforts
and levels of segmentation of their welfare regimes.

Based on an analysis of simple averages that adds to the variables considered in the gaps
others related to the capacities of the State, markets and families to provide protection and access to
resources, two subgroups with similar configurations can be identified within the small-gap country
grouping: (i) countries with a more protectionist profile; and (ii) countries with a more productivist
profile. Countries in the first category — Argentina, Brazil and Uruguay — have welfare regimes in
which the State is highly protectionist, while families and markets show less inclusive and aggregative
capacity then their small-gap counterparts.'? States protect people who are outside markets, thanks
to a major fiscal effort and coverage in pensions and social assistance; but the welfare regime
generally displays problems relating to the weakness of markets in incorporating people, and less
aggregative family structures, compounded by relatively small expenditure on provisions aimed at
human capital (health and education).

The second case —the productivist model that includes Chile, Costa Rica and Panama— is
characterized by a much smaller State in terms of protecting individuals outside the market, and a much
heavier bias in terms of articulating with families and increasing the population’s human capital. Their
protectionist counterparts are more comparable to corporate-type models, albeit much more segmented
than in European countries. Nonetheless, health spending is similar between the two subgroups, while
spending on education is greater in the second. In the first subgroup, the general fiscal effort in terms
of taxation and expenditure, particularly social security, is significantly higher than in the second; and
there is a pronounced bias towards protecting persons who are not working; whereas in the second
subgroup, the bias is focused on the skills of those who are working or who will work in the future.

The weight of the market and private efforts in more liberal and productivist countries is
also significantly greater in terms of access to health and education, although their spending in
these areas as a percentage of GDP is greater than in protectionist countries. This suggests greater
segmentation in the quality of those services.

Although the indicators tend to support this general vision, the case studies add detail and context
which warn against rigidifying the typology presented here. Costa Rica, for example, while displaying a
lower tax burden and fewer protections through the income-transfer channel for those that do not work,
has a subsidy system to encourage informal workers to access social security, together with a historical
and ongoing effort on health which constitutes quite a significant protectionist base. Moreover the case
study of Chile very clearly shows the shift of the productivist and strongly liberal model to another with
pronounced social democratic components, albeit in a liberal framework, in terms of social protection
and promotion: the System of Universal Access with Explicit Guarantees (the AUGE Plan), health reform,
the solidarity pension, the recent reform of the licensing system and the expansion of childcare.

" The following variables were considered in the analysis of averages: public expenditure on social security and assistance,
public expenditure on education, public expenditure on health, pension coverage, percentage of private enrolment in
primary school, percentage declaring out-of-pocket spending on health, and tax revenues as a percentage of GDP.

12 Data for the Bolivarian Republic of Venezuela, Cuba and Trinidad and Tobago are not available for inclusion in this analysis.
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M Table Il.8

Selected indicators for types among small-gap countries, around 2012
Subgroup Protectionist Liberal productivist
Social public spending on
social security and assistance 12,6 6,5
(nercentages of GDP)
Social public spending on health
(percentages of GDP) 5,79 4,21
Social public spending on education 56 77
(percentages of GDP) ’ ’
Pension coverage
(percentages of population of 65 87,0 73,9
years of age and older)
Percentage private enrolment
in primary school? 15,7 24,7
Percentage declaring out-of-
pocket health expenditure 16,1 22,7
Tax revenues 321 18.2

(percentages of GDP)?

Fuente: Source: Prepared by the authors on the basis of Economic Commission for Latin America and the Caribbean
(ECLAC) and United Nations Educational, Scientific and Cultural Organization (UNESCO).

2Includes social security.

Among the countries with moderate welfare gaps, two clear groupings can also be identified in
terms of more protectionist models (Ecuador and Colombia) and more residual, liberal and productivist
models (Mexico, Peru and the Dominican Repubilic). These groupings again contrast tax burdens and
private access to health and education services. Here it is not the wealthiest countries in the moderate
gap group that are the most protectionist. In fact, the Dominican Republic, Peru, and particularly
Mexico, all have higher per capita GDPs than Ecuador’s; while per capita GDP in the Dominican
Republic and Mexico also exceeds that of Colombia. The case study of Ecuador (Naranjo Bonilla,
2013) clearly shows the reason for the welfare-gap category change (increased taxation, expenditure
and coverage), and also reveals some of its most important tools (the Human Development Grant, and
efforts in education and basic health care). Nonetheless, it also shows that these additional efforts
on health, basic income transfers and education, coexist with a large system of social security and
consumption subsidies, which have regressive or only slightly progressive features.

Ml Table 1.9

Selected indicators for types within moderate-gap countries, around 2012
Types Protectionist Liberal productivist
Social public spending on social
security and assistance 4,3 2,7
(percentage of GDP)
Social public spending on health 18 29
(percentage of GDP) ) )
Social public spending on education 39 30
(percentage of GDP) , )
Pension coverage
(percentage of population of 65 28,6 22,5
years of age and older)
Percentage private enrolment
in primary school 14,3 246
Percentage declaring out-of-
pocket health expenditure 52,5 60,8
Tax revenues 191 13.7

(percentage of GDPP

Source: Prepared by the authors on the basis of economic commission to Latin America and the Caribbean (ECLAC) and
United Nations Educational, Scientific and Cultural Organization (UNESCO).

2Include Social Security.
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In countries of lower relative development, welfare states are fragile and small, and national
labour markets inadequate; and, as noted above, families play a larger role, with greater reliance
on the extended family. The importance of remittances, extended families and out-of-pocket health
spending, are the other side of the coin in States with a low capacity for demercantilization and
protection, and labour markets with low levels of inclusion offering highly precarious employment.'s.
This is a relatively homogeneous group of countries in terms of tax burden (low), social spending (low),
coverage (low) and out-of-pocket spending on health and education (moderate to high), particularly
for their very low levels of income. Nonetheless, the one major exception is the Plurinational State of
Bolivia, which, despite its very low GDP displays a tax and spending effort, and an achievement in
terms of coverage of pensions, education and conditional cash transfer programmes (CCTs), which
are well above those of its peers.

5. The dynamics of welfare gaps and types of regime: what
the case studies show

Although exercises involving gaps and classifications are useful, they can prove misleading. In the
case of gaps, the first reason why these exercises have serious limitations is that they assume an
egalitarian pattern both in the distribution of both labour income and in social spending. Yet this is not
true in either case. In the case of labour incomes, the distribution is far removed from equality; and
in social spending, the distribution depends on the type of spending: when it is effectively targeted
on income transfers, the pattern tends to be neutral with respect to the original income distribution,
or else slightly progressive, but never egalitarian in terms of a perfect equality diagonal.

The other misperception that the gaps can foster is to suggest a determinism stemming
from GDP levels and demographic stages, together with another determinism in the potential paths
of the countries. The gaps do suggest that a certain level of GDP corresponds to a certain welfare
gap in terms of poverty and population with sufficient income. Nonetheless, there can be significant
deviations from the trend curve in individual cases. Moreover, the reader may be tempted to assume
that these gaps express the potential paths of the poorest countries into the future. It should be
clear that the gaps arise from placing the countries in the bidimensional space in a moment in time,
rather than locating a country throughout its history on axes of capacities and needs. For example,
Costa Rica in the 1940s was much closer to the poorest countries in welfare-gap terms than it is
today. That would reflect both its fiscal capacity and the development of its labour markets and
productivity. Brazil also displayed a value on the fiscal-capacities dimension in 1980 that would not
have predicted its current position. Lastly, Chile in the 1980s displayed values on the labour-income
dimension that did not presage its current values.

Through their governments, countries take political decisions that change the values in
both dimensions of capacities and efforts and the interactions between factors that determine
them, along with the interaction between factors and one dimension or another. How many women
work in a country? What is the productivity of the active population? What are its employment and
unemployment levels? The answers to these questions are not predetermined for countries in t1
given their economic development levels in t0. They depend on the predominant type of development
and government action. This in turn will affect fertility and mortality rates, the population’s human
capital, and levels of investment and consumption. The State plays a key role in these processes;
and in Latin America and the Caribbean, the welfare state can do much to help close welfare gaps.

13 Haiti would probably be an extreme case of a family-based country with severe gaps, although the absence of data does
not enable us to classify it as such. Lamaute-Brisson (2013) describes the scant and fragmented role played by the State in
social protection, along with the provision of health and education services, the scope of the informal employment sector,
and the heavy incidence of remittances and income from co-operation sources, among other factors.
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Introduction

Faced with the broad spectrum of approaches to social protection, ECLAC has adopted one
based on rights and gender equality throughout the life cycle, with the State playing a central role.
Nevertheless, challenges also exist with regard to the judicialization of social protection and there
have been intense debates about the importance of the conditionalities and targeting mechanisms
commonly used in poverty reduction programmes.

Chapter Il analyses the role of the State in social protection vis-a-vis other actors such as
families and the market, the essential elements of an approach based on rights and the life cycle,
and gender biases in social protection. It also discusses the debates surrounding social rights
and their judicialization, as well as conditionalities and targeting mechanisms.
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S. Cecchini, F. Filgueira, R. Martinez and C. Rossel (editors) (2015), Towards universal social

Part | protection: Latin American pathways and policy tools; A, pp. 32-38; B, pp.38-41; C, pp. 306-308;
D, 311-316

A. The social welfare regime paradigm and the role
of the State

All societies distribute their social problems and risks in ways that differ between men and women,
rich and poor, educated and uneducated, children, adults and the elderly. There is thus a political
economy (based on power and resources) of social problems and risks: markets, families and
communities themselves produce and distribute wealth, security and opportunities in ways that
vary depending on the inherent and acquired attributes of the population (Esping-Andersen, 1999).
These three channels through which wealth, security and opportunities are produced and distributed
are driven by an essentially decentralized logic. Individuals take decisions about how to use, add to
and exploit their physical, human and social capital. In so doing, they produce general parameters
of supply, demand and pricing, family arrangements and territorial distribution of the population.
These parameters will then determine their future opportunities for making use of the structure of
opportunities that exists.

But wealth, security and opportunities are also produced in another sphere that differs from
the others because of its essentially centralized character: the State. This form of authority is based
on three essential functions: extracting resources from the community, distributing and allocating
resources to the community and prescribing what actions are acceptable and unacceptable, while
creating incentives and disincentives in the other three decentralized spheres of action, the market,
families and the community (Tilly, 1998). More specifically, States influence people’s life chances
because they control the tax system, public investment and the laws regulating interactions between
individuals and collective entities, whether of a market, family or community nature.

The interaction of the State with the market, family and community spheres constitutes what
is commonly known as the social welfare regime (Esping-Andersen, 1990 and 1999). This affirmation
implies an approach different from the one that considers only the social mechanisms of the State.
Social welfare regimes are much more than the instruments of the social State; they are the intersection
of a structure of risk production and a State architecture of protection against the risks thus produced,
and of regulation of the decentralized structures of risk production. Thus considered, evaluations
of social States should not be conducted (or not solely) in terms of legal provisions or investment
efforts or even comparatively vis-a-vis other countries. One of the keys to evaluating social policies
and social States is to observe the degree to which these provide an appropriate response to the
structures of risk production and the distribution of social risk Filgueira, 2007).

This conceptual route necessarily leads to consideration of the problem of social divides
between different sections of the population when it comes to exercising rights. The situation is
summed up in indicators of poverty, extreme poverty and inequality, and of limitations in access to
health care, education and protection.

It is well known that people’s social situations do not manifest themselves as a series of static
behaviours, with some being affected by welfare gaps and others unaffected. On the contrary, the
situation is mobile, so that there is a flow of people moving between different levels of well-being.
Vulnerability is thus a distinctive element of the region (Cecchini and others, 2012): there is no guarantee
that those who have escaped poverty will not return to it, and people who have never been poor may
be affected by serious contingencies such as losing their job or falling gravely ill.

This shows the need to give a central place to social risk analysis and consider the creation of
institutional response capabilities in the area of social protection. All individuals go through situations
where their material and emotional well-being is at risk, and this can arise from the most varied
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circumstances and situations. The idea of social risk does not refer to random happenings but to
differentiated but repeating situations of divides and vulnerability that can be empirically associated
with population categories defined by various criteria (such as stage in the life cycle, education level,
social class or sex, among others).

Children are faced with the risks of heavy dependence on their families as the basis of their
personal development, sustenance and well-being, while adolescents have to cope with the challenges
that come with emancipation, with all the recurrent difficulties of completing learning processes and
entering the productive stages of life. Young couples are faced with the risks of poverty as they start
the productive and reproductive cycles concomitantly. Adults run the risk of failing to find a job that
will provide the level of well-being they need to exercise their rights, or of losing the one they have.
The elderly face risks for reasons associated with physical and emotional decline, compounded
by the loss of ties to the market, their families and their communities). These risk structures are
predetermined and arise in the great majority of societies.

It is obvious, however, that societies vary in the degree and quality of the social risks thus
produced by them, and in the extent to which they generate social mechanisms for minimizing,
moderating, offsetting or dealing with situations of risk (Esping-Andersen and others, 2002; Huber
and Stephens, 2004 and 2012). Thus, for example, a country where births are concentrated among
lower-income and younger women is very different from one where they are concentrated among
middle-class and older ones. It also makes a great difference whether labour markets are difficult
for young people to enter, or are more open. Older adults living in societies where family solidarity
is strong will be less unprotected than those living in societies where families only weakly perform
their function as resource aggregation units.

Some of the responses to this production and distribution of social divides and risks come
from the collective authority expressed in the State and its public policies. Their distribution, quantity
and intensity in the different population categories is the outcome of decentralized actions by market
agents, families and communities and the centralized action of the State authority. There is nothing
inherently natural in this: the dynamics and decisions going to make them up are always determined,
at least in large part, by State regulatory parameters or concrete State actions. Likewise, these
State measures are not just determined by some all-powerful central body, but are the outcome of
processes that are more or less democratic, but are in any event ultimately deconcentrated, with
multiple actors expressing their interests, investing their power resources and taking what are finally
aggregate decisions (see chapter X on social covenants).

It is important to realize, then, that what characterizes State decision-making is not that it is
centralized but that it is binding and grounded in authority. The market and communities generate
aggregate parameters that then become structural constraints on action and opportunities, but they
do not take legally binding decisions to extract and distribute resources and regulate actions. This
is, unquestionably, the essential and exclusive role of the State, which must play a primordial part in
social protection if this is to be interpreted as a right and not as a privilege or a gift.

States, then, take differentiated actions that contribute to the structure of risk production
(Esping-Andersen, 1999), while their response capacity affects the resulting vulnerability and its
distribution. An older adult left unprotected in a model where family solidarity is weak will not be so
placed in a social State where systems for maintaining incomes and social services in this population
group are universal in coverage. What family children are born into will be less critical in a country
where the State provides a robust preschool system and extended schooling. Young people who
struggle to enter the labour market will fare very differently if they live in a country where unemployment
insurance is available as a right from the time they start seeking work than if they live in one where this
right only exists once a formal job has been held. Divorced women who were financially dependent
on their husbands’ income will have a very different fate depending on whether or not they live in a
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country where there are systems regulating monetary transfers between former spouses, or where
the State prioritizes systems of support for households with female heads.

As families and markets change, so do the distribution, type and quantity of social risk and
the forms of social protection in a given society. To the extent that States are part of this structure
producing risk and protection, they may or may not be a part of the answer to emerging problems
and risks. When they are not (as in the 1980s and 1990s, when State responses were slow, piecemeal
and sometimes simply wrong), there are two possible outcomes: either families, communities and/or
markets adapt to absorb these risks, or uncovered risks increase in quantity and quality for certain
social groups.

The return to the extended family that took place in the 1980s as a survival strategy in the
face of declining real wages was just such a dynamic of family adaptation. When communities of
intra-urban migrants living on the outskirts of cities organize neighbourhood watch schemes to
safeguard their security because police assistance is not forthcoming, or implement cooperative
shared transport systems because public transport is infrequent, these are methods of adaptation
which internalize problems and risks originating elsewhere or within the community itself that the State
is not resolving or confronting. When firms decide to hold training courses to improve their workers’
mathematical literacy because little knowledge is being imparted in the public secondary education
system, than the market is taking over this operation. Or when low-cost child care provision is set
up in needy areas lacking in preschool services, the market is once again at work.

The problem is that certain preconditions need to be met for families, communities and markets
to be able to internalize and absorb these risks. Families have to have adult human resources available
to them, as well as stability and cooperation in these reciprocal arrangements. A community needs
to be endowed with basic kinds of trust and reciprocity, rooted in a minimum of normative efficiency,
to underpin more complex forms of cooperation. Likewise, market operators need to perceive that
there is potential for profit in thus absorbing risks and that the demand for these services is there,
as well as the ability to pay.

When these conditions are not in place, new risks not responded to either by the State or by
methods of adaptation based on the market, family or community will manifest themselves in three
problems that will affect overall welfare and social equality:’

¢ The intragenerational trap: individuals are trapped in situations of poverty because they
lack channels of mobility provided by the market, the State or their own families.

¢ The intergenerational trap: those who have grown up in vulnerable sections of society inherit
their disadvantages and are as badly or worse situated, because the social edifice has no
correctives or circuit breakers to interrupt the transmission of these social disadvantages.

¢ Catastrophic events: there is an increase in sudden processes of downward mobility
triggered by unforeseen risks whose effects are devastating for individuals’ ability to mobilize
or access social assets.

A whole series of risks have confronted countries that have shifted from an agrarian model
of extended families, low life expectancy at birth and a high proportion of low-skilled workers to an
essentially urbanized one where the population is ageing and the norm is formal employment and
stable two-parent families operating on a breadwinner model. These risks concern protection for
the elderly, rural migrants’ skills, basic literacy, the provision of social services associated with the

1 The protest movements that have recently been a feature of a number of the region’s countries, particularly among
people who perceive a gap between economic development and their own opportunities for personal development and
economic security, are a manifestation of discontent with the lack of adequate responses. Movements of this kind are
positive insofar as they are an expression of democracy that articulates a real demand from the population. However,
they can also have unfavourable consequences for public security and institutional stability.




ECLAC, Economic Commission for Latin America and the Caribbean

nuclear family and the sexual division of labour, the creation of mechanisms for maintaining individual
and family incomes (especially at the early and closing stages of the family cycle) and the creation
of health-care and sanitary protection systems suited to urban living (Huber and Stephens, 2004).

The welfare architecture of many European social States, and likewise of many Latin American
countries, developed in response to this shift from societies of country dwellers and recent migrants to
urbanized industrial societies, with all the demographic and family correlates entailed. It also reflected
a strong belief: that societies ensured or would be able to ensure access to social protection and
welfare through the labour market and the family, with the social State acting to supplement and correct
this basic welfare structure, sometimes very strongly, sometimes only residually (Esping-Andersen,
1999 and 2009). Recognizing the risks involved in a particular way of producing well-being that was
limited to one type of family (the two-parent nuclear one with wider family support) and one type
of market (the Fordist industrial model), mechanisms were created to remove markets and families
from the equation, so that the State would step in when these failed or did not respond adequately.

Latin America was actually never an industrialized region with “traditional” nuclear family
models and formal labour markets in the same way as the Western European countries that were the
inspiration for the architects of Latin American social policies in the past. In the major urban centres
and in the social protection architecture that accompanied urban life, it was assumed that the region
would move towards this social situation. Not only did this not happen, but processes characteristic
of post-industrial societies and the second demographic transition began to take place in much of
the region before industrialization and the first demographic transition were complete. The growth of
single parenthood and consensual unions, the mass entry of women into the labour market and the
rise in divorce are incontestable realities in most of the region. Increasingly insecure employment,
flexible contracts, deindustrialization and the expansion of service economies, accompanied by a
technological transformation that is rendering existing knowledge obsolete at a rate unprecedented
in the region, are other processes that have clearly set in over the last two decades.

These two profound and central transformations in the family and market have been combined
with others linked to and in some cases deriving from them. When families incorporate some members
into the labour market as a strategy for maintaining levels of well-being, the model of the family with
a sole or main breadwinner is blurred. This blurring of the sole breadwinner model is indissolubly
linked to the mass incorporation of women into the labour market (Kilkey and Bradshaw, 1999). Again,
deindustrialization is affecting the employment of fixed capabilities and skills and raising the threshold
for the educational credentials and human capital accumulation needed to participate successfully
in the labour market. Social inheritance begins to weigh more heavily, keeping people who lack
adequate social assets in unemployment and poverty and, in some cases, driving them to exclusion.

It is clear that a welfare model or a social State architecture grounded in formal employment
and its occupational categories, oriented towards a male household head and underpinned by a
hypothetically stable two-parent nuclear family model and stable demands in terms of the human
capital required by the world of production is radically divorced not only from the old Latin America
risk structure (which never resembled that of first world countries) but from the new one as well.
This does not mean neglecting the positive legacy of the old social protection model in those Latin
American countries where it has genuinely taken root (Huber and Stephens, 2001, 2004 and 2012).
This model seeks to guarantee basic protection for the elderly, who inherit the revenues of the old
welfare architecture. But it is also a fact, partly because of this past achievement, that risk is largely
transferred to younger ages, children and women, particularly young women with children and, most
especially, female household heads.
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B. The life cycle approach

Age is one of the key factors in social organization and stratification (Sorokin, 1996).2 Although
recognition of a sociology of age is fairly recent, different authors had already stressed the importance
of this factor and the impact that increasing age has on individuals by confronting them with unfamiliar
requirements, roles and challenges.?

In particular, it is important to highlight three major approaches to the issues of individuals’
age and life cycle. First, there is a straightforward descriptive approach to the social distribution of
well-being and power among different age groups in the social structure. Second, notwithstanding
profound differences between cultures, there is undeniably a close link between biological maturity,
the passage of time and the roles individuals take on in society and in economic and social structures.
Lastly, adults born in different decades are unalike not only because of the stage of the life cycle they
are in but because they belong to different cohorts, socialized under a variety of normative systems
and faced with different economic contexts, political realities and technological innovations, among
other factors.* Any analysis of a particular age group, then, needs to adopt this threefold analytical
strategy: intergenerational stratification and indicators of well-being in each cohort, specific experiences
that each is going or has gone through, and roles associated with a given stage in the life cycle.

Where the social protection literature is concerned, this approach means that social protection
tools and mechanisms can be dealt with from the perspective of the rights, problems and risks
entailed by each stage of the life cycle. For the second part of the book, which deals with the times
and spaces of social protection, the decision was made to group social protection and promotion
tools from precisely this perspective rather than from that of traditional service provision and transfers
(in cash or kind), making it possible to identify how the State makes its presence felt at each stage of
the life cycle, and thence how its action complements (or otherwise) that of the other three spheres
providing goods, services and transfers (the market, families and the community).

The sociology of age has traditionally distinguished between four basic stages in the life
cycle of individuals, and these have been adopted in this book: childhood, youth, adulthood and old
age. These stages in the life cycle constitute a substantive classification system in which each is
considered to have differentiated roles, connections and positions relative to the social environment,
presenting specific characteristics that are not, however, necessarily homogeneous or fixed across
different social groups and countries.

Thus, to simplify, it can be said that childhood, and particularly early childhood, is a time of
high dependency when the outside world is related to essentially through the family, the individual’s
fundamental role and status being that of child and pupil. This stage combines particular dimensions
of risk, then, being a time when children are largely dependent on others for their welfare and
when risks that materialize into harm have lasting effects on future opportunities for welfare and
integration. Accordingly, the role of the State at this stage is exercised essentially in three ways: (i)
direct protection for children’s goods and services, (ii) protection for families so that they can protect
their children and (jii) regulation of the actions that adults may or must take with regard to minors in
the family context (see chapter lll).

2 In his classic study Society, Culture, and Personality: Their Structure and Dynamics, Sorokin provides an extended
treatment of the roles played by people at different ages and the expectations or standards of appropriate conduct that
society places upon individuals of different ages.

3 Another classic study giving in-depth treatment to age issues and their importance in shaping collective identities and
as a factor in the stratification system is that of Parsons (1942). Cain (1964) and Clausen (1988) developed the idea of the
life cycle towards the form in which it is now conceived.

4 Riley, Johnson and Foner (1988) propose to distinguish between life cycle analysis, analysis of age and social structure
and changes in this relationship, and cohort analysis as such. This book works with the idea of the life cycle.
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Youth has been defined as a period of transition to adult life, a time when individuals gradually
acquire adult status and roles, while leaving behind childhood ones. In view of the predominance
of the family bond in childhood and individual autonomy in adulthood, youth can be regarded as a
process of emancipation from dependence on the family. Five dichotomous events may be identified
as marking this transition: leaving the education system, entering the labour market, leaving the
parental home, forming a couple and beginning the reproductive phase. In a fashion, the predominant
protective role moves from being family-centred to being increasingly market- and State-centred.
There is greater exposure to the spheres where rights and access to well-being are determined
by individual status and performance and the mediation of the family weakens. This withdrawal of
protection from the young reflects the transition briefly described above: from student to worker,
from family member to creator of new families, from child to parent.

Adult life, meanwhile, is characterized by the autonomy and completeness of its ties to
society in general. Working life and the reproductive stage, with the resultant responsibility for child
and adolescent dependents, is the longest stage in an individual’s life and the one where the link
to the market becomes most central. The traditional components of social protection have been
categorized in relation to this stage,® with the role of the State being oriented primarily towards
supporting individuals’ participation in the world of work, regulating labour relations, developing
protective mechanisms so that people can cope with vicissitudes in external circumstances or their
own lives, and creating non-contributory instruments to guarantee rights and close welfare gaps.
Given the importance of agreement between the adults bringing resources into the family, the State
does not remain inactive when these ties are dissolved, but develops systems of protection and
support. At this stage, people turn capabilities built up in earlier stages into differentiated paths of
productivity, access to well-being, membership of social networks and thence risks and protective
resources. From this perspective, it is possible, first, to rectify the configurations of young people
entering this stage through capacity-building and attachment to networks and, second, to mitigate
risks arising from early life histories by adjusting social protection provision in adult life.

Lastly, the stage of old age or the “third age”® is characterized by a gradual reduction in
the active employment role, an increase in health-care needs associated with hon-communicable
chronic diseases (which have direct economic consequences) and greater dependency. For those
who have had access to contributory social protection and/or the ability to save in adult life, this
stock now begins to be run down, but for those who have not, a period of growing economic
dependency and/or pauperization begins. At this stage, then, some key life situations or events
occur: (i) withdrawal from the labour market and access to retirement, (ii) widowhood and a state of
greater solitude and (iii) deterioration of health and perhaps a progressive loss of physical autonomy.
Along with this comes an altered social role, often involving care for other family members. The way
different people deal with these events depends on structural sociodemographic factors (sex, place
of residence, education level, income level), but also on the delayed effects of earlier experiences.
In the absence of determined State action, people’s living conditions at this stage are the outcome
of their past experiences and the type of access they had to well-being at earlier stages of the life
cycle. In particular, people’s employment and family history, their ability to accumulate monetary
and physical assets over their lifetimes and the way opportunities and risks from the past combine
with the structure of protection in the present are vital to any analysis of well-being in old age and
the achievements of social protection systems at this stage of the life cycle.

5 See chapter IV (section E) of Cecchini and Martinez (2011) for more detail on the characteristics of social protection
components.

6 With increased life expectancy and the changing roles of people aged over 60, some are referring to the stage between
the ages of 75 and 80 as a “fourth age”.
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C. Essential elements of the rights-based approach

As described by ECLAC (2006 and 2007), the rights-based approach arises from the normative notion
of a society of citizens and of equality. Bobbio (1996) argues, in fact, that the rationale underlying the
human right to education, health or work is eminently egalitarian, since economic and social rights
seek to reduce inequalities between rich and poor and place growing numbers of people on a better
footing compared with those better off. Full entitlement to social rights is thus the ethical foundation
for progress along a path of equality, insofar as taking that path requires a fiscal/taxation covenant
and a State committed to redistribution through universal policies and benefits with progressive
thresholds. In that framework, having social protection is the outcome of a basic right to belong to
society, that is, to participate and be included (ECLAC, 2006).

The rights-based approach fosters social citizenship: everyone is a bearer of those rights
considered inalienable, including the social and economic rights that have to do with social protection.
Full citizenship, in turn, is closely bound up with social cohesion and sense of belonging, and forms
the foundation for democratic life. As is seen in countries which have developed welfare States,
the virtuous dialectic between the construction of social compacts between diverse parties, the
negotiated settlement of conflicts, the expansion of social rights and the sense of belonging all go
to make up the great lever of social cohesion.

The rights-based approach in social protection means that public policies must aim to facilitate
greater enjoyment of the economic and social rights to which the entire population is entitled, based
on the human rights standards and principles laid down in constitutions, legislation and international
treaties. Social protection is not simply something that society or governments achieve: it is an
imperative which citizens have a right to demand (ECLAC, 2006). In particular, all public policy
processes —from design to implementation and evaluation— must be consistent with human rights
standards, and the measures adopted must be both progressive and non-regressive (see box Ill.1).

Bl Box lIl.1
Progressiveness and non-regressiveness

Economic and social rights are recognized as being part of a process, insofar as they require increased and improved
human, physical, institutional and financial resources in order to make the transition from de jure to de facto. The State
is bound by an obligation of progressiveness, i.e. an obligation to improve the enjoyment and exercise of economic and
social rights over time, and as quickly and effectively as possible. The Committee on Economic, Social and Cultural
Rights (the body responsible for overseeing compliance with the International Covenant on Economic, Social and Cultural
Rights), states that policy measures “should be deliberate, concrete and targeted as clearly as possible towards meeting
the obligations”. The counterpart to the obligation of progressiveness is the obligation of non-regressiveness, which
means that States may not adopt policies or legal standards that worsen the population’s enjoyment of economic and
social rights. Insofar as regressive measures are strongly presumed to be illegitimate, the State must be able to give
adequate, well-grounded justification for adopting any such measures. The State must demonstrate, specifically, that
any such measures have been adopted to achieve progress with respect to the status of other protected economic
and social rights or in the interests of the general welfare of the population, that the intended purpose could not be
achieved using other measures less harmful to the rights of the population, that it has made every effort to use all the
resources at its disposal to meet these obligations, and that the steps taken do not undermine the minimum thresholds
of protected economic and social rights.

Source: Prepared by the authors, on the basis of Economic Commission for Latin America and the Caribbean (ECLAC),
Social Cohesion: Inclusion and a sense of belonging in Latin America and the Caribbean. Summary (LC/G.2335), Santiago,
2007, and MERCOSUR Institute of Public Policy on Human Rights (IPPDH), “Ganar derechos. Lineamientos para la
formulacién de politicas publicas basadas en derechos”, Documentos de Trabajo, No. 2, 2014
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The rights-based approach is not rigid and does not unduly limit the autonomy of policymakers,
nor does it prescribe the precise content of social protection policies, inasmuch as States have the
faculty to develop the best policies for their circumstances (Abramovich, 2006; Sepulveda, 2014;
IPPDH, 2014). The rights-based approach does not offer a single prescription that is equally applicable
in all contexts, nor does it circumvent or displace policy; what it does is offer a general direction for
policy discussion and provide a conceptual framework for public policy planning. The obligations
flowing from constitutions and human rights treaties do not circumscribe policy interpretation and
discussion; rather they pinpoint measures that States have a duty to carry out as a matter of priority
(IPPDH, 2014).

Besides the State, another three parties —the market, families and social and community
organizations— provide well-being and social protection. However, none of them can assume the
State’s central role in fostering economic and social rights. If social protection were left principally
to the market, the weakest would be excluded; this is evident from the lack of coverage for informal
workers and the poor in private pension systems. If social protection were left mainly to families,
women would be obliged to devote much of their time to the role they have played historically:
unpaid work caring for children, older persons, the sick and persons with disabilities. This would
limit their options for performing paid work, earning their own income and, thus, exercising economic
citizenship. Lastly, social and community organizations have too few resources and mechanisms to
take full social responsibility in this area (Cecchini and Martinez, 2011).

On the basis of Sepulveda (2014, p. 19-31), we consider the following to be essential elements
in public policies and social protection programmes grounded in a rights-based approach: (i) equality
and non-discrimination, (ii) comprehensiveness, (iii) institutional framework, (iv) participation,
(v) transparency and access to information, and (vi) accountability.”

D. The rights-based approach in development
and social protection

As argued by Hopenhayn (2007, pp. 17-18), development guided by human rights needs the State-
society nexus to be inspired by an ethical contract of citizenship, in which full recognition of rights
is part of a compact among a broad range of parties from both. The compact is based on making
development compatible with notions with which it does not always go hand-in-hand in reality: the
full exercise of individual freedoms; access to well-being with representative and effective ways of
settling disputes, applying policies and distributing powers; economic growth with a distribution
structure and provision of services that optimizes the satisfaction of basic needs for the entire
population consistently with the level of socially produced resources; and a political democracy in
which cultural diversity is fully respected, through suitable institutions that recognize the different
collective identities and prevent discrimination of any kind. The full exercise of citizenship requires
realizing not only civil and political rights, but also economic and social rights, including the right to
work, health, education, a decent income, suitable housing and respect for cultural identity (Hopenhayn,
2001). These rights express such values as equality, solidarity, quality of life and non-discrimination
(Hopenhayn, 2007) (see box Il1.2).

7 Abramovich (2006) and Pautassi (2009) also draw attention to several of these elements.
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H BoxlIl.2

The rights-based approach and the concept of citizenship
The rights-based approach and the concept of citizenship have various points in common, but they also have differences.
Both spotlight individuals’ entitlement to rights and address the resulting implications in various dimensions of public
and private life. However, while the rights-based approach affords more importance to normative and legal aspects, the
citizenship perspective tends to emphasize the social and identity dimension. Identity cleavage is one of the aspects
that can produce dissonance between the two conceptual frameworks. The societal character of citizenship refers to
the construction of a sense of belonging to a political community (the construction of a “we” gives access to rights
and obligations that distinguishes from the “them”); the rights-based approach, in contrast, while not disregarding
the creation of social bonds and identity construction, traces out an egalitarian imperative that transcends belonging
(for example, of nationality) and proposes equality in access to rights on a universal scale. Be this as it may, in both
ideas, the State is the main political actor and guarantor of citizens’ effective access to fundamental rights.

Source: Prepared by the authors, on the basis of MERCOSUR Institute of Public Policy on Human Rights (IPPDH),
“Ganar derechos. Lineamientos para la formulacién de politicas publicas basadas en derechos”, Documentos de
Trabajo, No. 2, 2014.

The acknowledged interdependence and indivisibility of economic, social, cultural, civil and
political rights has not only an ethical basis, but also practical implications: “once economic, social
and cultural rights have been established as inalienable rights ratified by governments, it is no longer
possible to consider social citizenship as secondary to or contingent upon civil or political citizenship.
The rights-based approach thus does away with the linear perspective by refuting the supposition
that civil and political rights have to be guaranteed first, and that social rights can only be attended
to once the former have been fully instituted” (ECLAC, 2006, p. 17).

Development based on social citizenship implies, in particular, a society’s decision to
live among equals, which does not mean homogenous forms of living and thinking, but rather an
inclusionary institutionality that assures everyone the opportunity to participate in the benefits of
collective living and in decisions that are made about how to steer it (Hopenhayn, 2006). For Rawls
(1971), economic effectiveness must be subordinated to the political justice of equal freedoms and
equality of opportunities.

Normatively speaking, the rights-based approach in social protection is based on clear legal
commitments, national and international, which countries must meet. These commitments testify to
the growing consensus around human rights as a basis and conceptual framework for development
policies (Abramovich, 2006; Townsend, 2009), and confer a strong moral authority upon the rights-
based approach. Because it is governed by universal principles that are binding in nature, and under
which everyone must have access to the resources needed to live a decent life, the rights-based
approach has been gaining ground as the ethical foundation of Latin American and Caribbean
democracies (ECLAC, 2006).

1. National and international legal frameworks

In the literature and field of public policy, the terms “social protection” and “social security” are
used with a broad variety of meanings. Conceptual discussions thus arise as to whether the rights
of individuals and families are rights to social protection or to social security (see box I11.3).

Regardless of any conceptual debate, the normative floor for protection requirements
that States must fulfil is clearly defined in the international human rights system, and in particular
by the collection of economic, social and cultural rights (see annex Al). These were first set forth
in the Universal Declaration of Human Rights (United Nations, 1948), a direct predecessor to the




ECLAC, Economic Commission for Latin America and the Caribbean

International Covenant on Economic, Social and Cultural Rights, which was adopted by the United
Nations in 1966 and to date has been signed or ratified by 29 of the 33 countries in the region.?
Later, rights relating to social protection were included in the Convention on the Elimination of All
Forms of Discrimination against Women (1979), the Convention on the Rights of the Child (1989),
the International Convention on the Protection of the Rights of All Migrant Workers and Members of
Their Families (1990), the Convention on the Rights of Persons with Disabilities (2006) and the United
Nations Declaration on the Rights of Indigenous Peoples (2007). Also important in this connection
are the Convention concerning Minimum Standards of Social Security (No.102) of the International
Labour Organization (ILO), which established minimum standards —which can be determined in
relation to the wage levels in each country— for social security benefits and the conditions under
which they may be accessed. Convention 102, which has been ratified by 10 Latin American and
Caribbean countries® thus far, covers nine areas of social security: (i) medical care; (i) sickness benefit;
(ili) unemployment benefit; (iv) old-age benefit; (v) employment injury benefit; (vi) family benefit; (vii)
maternity benefit; (viii) invalidity benefit, and (ix) survivors’ benefit.

Within the Latin American and Caribbean region, the Inter-American system of the Organization
of American States (OAS) signed the American Convention on Human Rights in 1969 and the Protocol
of San Salvador in 1988. The latter focuses specifically on economic and social rights and has been
ratified by 16 countries. Starting in June 2014, the countries began to submit reports on fulfiiment of
the respective obligations in terms of economic and social rights and on progress in social policies
using a series of quantitative indicators and qualitative signs of progress (OAS, 2015).

The economic and social rights enshrined in these international legal instruments form part
of the internal legal affairs of States parties in Latin America and the Caribbean. In particular, they
have been included in the respective constitutions, establishing their precedence over national law
and in some cases even over the constitution itself (Sepulveda, 2014). Moreover, many of the region’s
constitutions explicitly recognize protection of several economic and social rights (see table lIl.1).
Table Ill.1 shows which countries have adopted a rights-based approach and discourse in social
protection policies and which have committed to explicit social guarantees, especially regarding
health care.'0

8 Cuba has only signed the International Covenant on Economic, Social and Cultural Rights, while Antigua and Barbuda,
Saint Kitts and Nevis and Saint Lucia have not signed, ratified or acceded to it.

9 The 10 countries of the region which have ratified Convention 102 are: Barbados, Bolivarian Republic of Venezuela,
Brazil, Costa Rica, Ecuador, Honduras, Mexico, Peru, Plurinational State of Bolivia and Uruguay.

10 Following Gacitia-Mario, Norton and Georgieva (2009), social guarantee is understood as a mechanism set up by a
government to fulfil a right, entailing immediate obligations. In particular, the guarantee covers access to services, their
quality, financing, oversight and ongoing review, as well as the availability of compensatory mechanisms.
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H Box IIl.3
Right to social protection or to social security?

Most international treaties employ the expression “right to social security”. One of the few exceptions is article 28 of
the Convention on the Rights of Persons with Disabilities, which explicitly uses the term “social protection”. This is one
of the most recent conventions in the area of economic and social rights, and appears to indicate current terminology
usage. However, there is still discussion on whether the right is to social security or to social protection.

Under a broad definition of social protection, which includes both the contributory component (social security)
and the non-contributory component (social assistance), and in which the State plays a key role as guarantor of
economic and social rights —as in Cecchini and Martinez (2011)—, it can be argued that a right to social protection
exists. On this basis, the right to social protection encompasses both the right to social security and the right to an
adequate standard of living that ensures the well-being of all citizens.

Sepllveda (2014) holds that social security cannot be defined narrowly, and that the concepts of social security
and social protection are synonymous. She cites General Comment No.19 of the Committee on Economic, Social and
Cultural Rights, which specifies that article 9 of the Covenant indicates that the measures that are to be used to provide
social security benefits cannot be defined narrowly and can include contributory and non-contributory schemes.

It must be acknowledged, however, that some countries in the region take —or have taken at some times,
such as during the two decades following the debt crisis— a narrower view of social protection, as a synonym of social
assistance for the poor and vulnerable, expecting communities and civil society to play a more active role in provision.
Hence Pautassi (2013, p. 16-17) cautions against confusing a discourse that adds on rights-related guarantees or
assistance programmes viewed through the lens of rights, with a true model of guarantees constructed around positive
obligations to satisfy the demand for social security.

Source: Prepared by the authors, on the basis of Simone Cecchini and Rodrigo Martinez, Inclusive Social Protection in
Latin America: A comprehensive, rights-based approach, ECLAC Books, No. 111 (LC/G.2488-P), Santiago, Economic
Commission for Latin America and the Caribbean (ECLAC), 2011; Laura Pautassi, “Seguridad y proteccién social. Lecciones
de la experiencia Argentina”, Los derechos sociales en la Gran Buenos Aires: algunas aproximaciones desde la teoria, las
instituciones y la accion, Luciana Bercovich and Gustavo Maurino (coord.), Buenos Aires, Eudeba, 2013; and M. Sepulveda,
“The rights-based approach to social protection in Latin America: From rethoric to practice”, Politicas Sociales series, No.
189 (LC/L.3788), Santiago, Economic Commission for Latin America and the Caribbean (ECLAC), 2014.

Bl Table lll.1
Latin America: rights-based approach in social protection

Rights-based approach

Country Constitutional recognition of social rights in social protection Explicit guarantees
Argentina Yes Yes Yes
g?ellit‘g% f()Plurinational Yes Yes Yes
Brazil Yes Yes Yes
Chile Yes Yes
Colombia Yes Yes Yes
Costa Rica Yes Yes

Cuba Yes Yes

Dominican Republic Yes Yes

Ecuador Yes Yes

El Salvador Yes Yes
Guatemala Yes

Haiti Yes

Honduras Yes Yes

Mexico Yes

Nicaragua

Panama Yes Yes

Paraguay Yes Yes Yes
Peru Yes

Uruguay Yes Yes Yes
\Flkzgzzblllﬁ:l?) f()Bollvanan Yes Yes

Source: Prepared by the authors, on the basis of Simone Cecchini and Rodrigo Martinez, Inclusive Social Protection in Latin America: A
comprehensive, rights-based approach, ECLAC Books, No. 111 (LC/G.2488-P), Santiago, Economic Commission for Latin America
and the Caribbean (ECLAC), 2011; U. Giedion, R. Bitran and |. Tristao (eds.), Planes de beneficios en salud de América Latina:
una comparacion regional, Washington, D.C., Inter-American Development Bank (IDB), 2014; and constitutions and official social
development plans of the respective countries.
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2. A different approach to social protection policies
and programmes

Espousing a rights-based approach is not simply a matter of ensuring that public policies are consistent
with national and international mandates on economic and social rights. It also means looking at things in
a different way, one that makes us see the reality more clearly. An example of the shift in focus prompted
by the rights-based approach is that the starting point for social protection policies and programmes
is not the existence of individuals in need or at risk, but the mere existence of citizens with enforceable
social rights (FAO/ECLAC/OHCHR, 2011). This means moving from a focus of risks to one of rights,
from beneficiaries to rights-bearers (Rico, 2014b). These rights are basic goods or services that are
conducive to dignity, autonomy and freedom, and they are preconditions for democratic participation
(ECLAC, 2007). Rather than specific “beneficiaries”, social protection is concerned with all citizens,
who are “recipients”, “users” or “participants” of policies and programmes. Instead of passive
beneficiaries, citizens become bearers of rights and responsibilities, which are legally binding and
enforceable as guarantees, and they are the main agents of their own development (IPPDH, 2014) in
the Republican sense: empowered, participatory, demanding and informed.

This view enables policy makers to formulate, implement, oversee and evaluate social protection
policies and programmes which are both fair and better at achieving their desired outcomes. For
example, the rights-based approach is key to ensuring that people who are eligible for certain social
protection benefits actually receive them, by means of transparent eligibility criteria, along with public
information campaigns and accountability mechanisms (Fiszbein, 2011). The rights-based approach
also promotes the development of the institutional capacities that the various public agencies need
in order to truly guarantee the fulfillment of rights (IPPDH, 2014)
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P a rt " A. Sojo (2017), Proteccion social en América Latina: la desigualdad en el banquillo;

E, pp. 175-180.

E. Social rights and litigation

Social rights are a complex matter that require clear definitions of such aspects as their reach, the
individuals to whom they are due, the obligations that arise from their enjoyment, the relations among
those entitled to those rights, the establishment of priorities and the applicable instruments that
guarantee or protect them (Courtis, 2007). While the rights of property and liberty are protected by
clearly established guarantees, social rights generally lack an enforcement system that is comparable
in terms of its capacity for regulation and oversight and of its suitability to their nature. Even in the
welfare States of Europe, the widespread development of these rights has taken place as a result
of broader margins of discretion within their bureaucracies (Ferrajoli, 2002). That shortcoming is a
factor in the ineffectiveness of social rights: the absence of adequate social or positive guarantees
can lead to bureaucratic practices based on the ethos of assistance and geared towards political
clientelism, which offers fertile ground for corruption and arbitrary decisions. As a result, from
a legal point of view, guarantees are ideal mechanisms to ensure the effectiveness of the rules
whereby rights are established.

Some of the region’s countries —such as Argentina, Brazil, Colombia, Ecuador and the
Plurinational State of Bolivia— have incorporated into their Constitutions extensive lists of social,
political, cultural and economic rights, which are due to persons such as older people and children
and, among other beneficiaries, to natural assets.! Although an “inflation of rights” can be seen in
those texts, along with the gulf separating current realities from the aspirations and demands they
represent, it is also true that to a large extent, several rights have been asserted and secured through
their existence (Gargarella and Courtis, 2011).

In addition, there are significant provisions in the field of social policy, such as charters of
users’ rights, that are meaningful with respect to the legal guarantees they uphold, or guarantees of
health benefits, with which the region has had a range of experiences according to the evolution of the
individual health systems, and the limitations of which indicate a number of pending challenges.'? In
countries with underdeveloped health systems, limited levels of coverage for the low-income population
and polarized epidemiological transition processes, guaranteed benefits focus primarily on primary
health care and attention for mothers and their children. In relative terms, those benefits and their
guarantees have a very limited impact on the global reorganization of the health system, but they
represent a starting point. In Mexico, for example, the guaranteed benefits of the Popular Insurance
programme were introduced by means of a reform process that did not modify the pronounced
segmentation of the insurance system, because although it is in some ways connected to the system
through the service providers, it has ad hoc financial resources and its coverage is not bolstered
with additional guarantees. Across the region, in only a few exceptional cases have guarantees gone
beyond establishing a certain level of coverage in order to assure opportunities, access, financial
protection and quality. That was the case in Chile after 2005, where high-cost benefits were also
included and regulations were enacted that, by limiting the adverse selection practices of the health
insurance institutions (ISAPRESs) and increasing the transparency of coverage, had a positive effect
on the correlation between the public and private components (Sojo, 2006).

Social rights set imperative standards for society and address inadmissible situations for
its members; it is therefore important that they be set down in a consistent and enforceable legal
instrument. In that same context, the use of legal instruments can assist society in embracing the

1 For details on the rights enshrined in those constitutions, see Gargarella and Courtis (2011, pp. 330-331).
12 Chile’s charters of rights have been described above all as a form of protection for liberal rights in which the right to
benefits has a limited presence (L6pez, 2013).
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values of solidarity and reciprocity. What are known as jurisdictional guarantees empower the
holders of rights to lodge complaints for non-compliance with the obligations arising from those
rights with an authority independent of the obligated entities —be they public or private— which
is, when applicable, given powers to force compliance and order redress or penalties. ¥ These are
secondary guarantees, which come into play and effect when the powers charged with enforcing
and upholding rights fail to meet their obligations (Abramovich and Courtis, 2006; Courtis, 2007).

Given the nature of the judiciary, however, it should not be allowed to over-extend its scope of
action vis-a-vis social rights. The contentious action of the judicial branch and its remedies —which
entails costs, resources and time— is curtailed by its inherent institutional characteristics and by
the place that the judiciary occupies in the separation of powers. Even when it addresses collective
interests, it is structured around a dialectic confrontation between two opposing sides —one wins
and the other loses— and that design diminishes its ability to deal with all the interests at play in the
original conflict. In that it refers to a specific case, its reach is restricted, since it would be difficult for
it to consider all the elements involved and the full range of associated factors. Political powers are
therefore called on to play the leading role in enforcing social rights and formulating the applicable
policies, and that role must not be usurped by the judiciary. The development of mechanisms
for reporting, examining and resolving instances of non-compliance is important, but it must be
framed by the design and improvement of mechanisms for political and juridical responsibility and
by discussions on the accountability of political powers. The aspiration should therefore be for the
enjoyment of rights to be subject to litigation as infrequently as is possible, be they guaranteed or
not (Abramovich and Courtis, 2006, p. 249; ECLAC, 2007).

This topic invokes the complexity of “translating” certain claims and aspirations into the liberal
language of rights, since the idea of rights can tend to oversimplify things that are too complex and
suggest essentially juridical responses to resolve issues that are primarily not legal in nature, encourage
litigation over issues that above all warrant extrajudicial attention and solutions, and individualize claims
that are chiefly collective (Gargarella, 2014, p. 323).

At the same time, attention must be paid to the way in which the introduction of social rights
influences the expansion or constriction of the different branches of government by increasing the
powers of the judicial branch, and to how, in turn, that rebalancing of power can encourage or hamper
the potential of social rights. It has been observed that with such reorganizations, progressive forces
adopt a paradoxical position: they transfer additional powers to the branch of government that is
the most removed from elections and citizen oversight or, to use Jeffersonian terminology, the least
republic branch of all (Gargarella, 2014, p. 251).

Both the forces behind health-related litigation and its various effects are closely related to
the nature of the health system and of the legal system (Gloppen, 2011, p. 19). From the analytical
point of view, litigation has been associated with tax-based funding models or contributory and mixed
models (Flood and Gross, 2014). In isolation, however, the funding method does not determine the
way in which insurance is organized or the range of policies available (Kutzin, 2008). In Latin America,
litigation plays a central role in the area of health not only within eminently contributory systems —for
example, those of Costa Rica, Chile and Colombia— but also in those systems that are largely funded
through taxation, such as Brazil’s. Therefore, above and beyond the funding model, the determining
factor is the architecture of the social protection system.

Anther crucial aspect that must be addressed in analysing the region’s experience is that
of “temporality”. In order to fully understand the institutional change in this area, more than just the
causal effects behind the moment and the sequence followed by the reform process are needed. To

3 Traditionally, this function fell to the judiciary, although other forms of jurisdictional guarantee are possible —such as
administrative tribunals, courts of arbitration, international courts or other authorities that handle non-judicial conflict
resolution methods— which are required to ensure impartiality and independence with respect to the parties (see
Abramovich and Courtis, 2006, pp. 37-47).
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understand temporal differences in the adoption of new provisions or reforms, reflection is needed
about the possible causal effect of the duration, rhythm and speed of those transformations, because
the duration and timing of events can impact costs, and the speed of change can change the nature
of the lessons learned and the essence of deliberative processes. In turn, the speed of change is
important in identifying the type of mechanisms that are activated to that end (Fioretos, Falleti and
Sheingate, 2016).

Given the close ties between litigation and the nature of health systems, one important factor is
the temporal dimension of interrelated processes: for example, the ways in which litigation is launched,
the persistence and tenacity with which it is pursued, the purpose and scale of the transformations
taking place, the strategies used to address litigation, and the possible transformations that may take
place within the systems. If those transformations are addressed from their temporal perspective, an
enormous wealth of experiences with important lessons for the region can be obtained.

Determining the global impact of litigation on the equity of health systems, in terms of their
architecture and funding, is difficult on account of the presence of the many other elements involved
(Meestad, Rakner and Motta Ferraz, 2011). With respect to underprivileged groups, the countries’
experiences report a varying range of results: in some cases they brought on beneficial systemic changes,
such as in Argentina, Brazil, Colombia and Costa Rica, while in others they heightened inequalities in the
provision of services (even in those same countries) (ibid., pp. 299 and 301; Uprimny and Duran, 2014).
The quantifiable effects are more directly related to proxy variables for the socioeconomic standing of
the litigants and the cost-effectiveness ratio of the approved treatments or medicines. Thus, individual
suits seem to favour better-off people with easier access to the law courts and lawyers, while structural
judgments related to inequalities within the systems have more positive effects from the perspective
of equality (Yamin and Gloppen, 2011; Uprimny and Duran, 2014). Weak levels of knowledge prevail
regarding litigants’ economic status, which underscores the need for greater use to be made of, and
scrutiny given to, the criterion of economic incapacity (Uprimny and Duran, 2014).

At the same time, reference has been made to the importance of a “reasonable” amount
of tension between rights at the individual and social levels. Thus, the Colombian case has been
seen as a paradigm of the risk of paying excessive attention to individual rights, which caused the
government to lose negotiating power vis-a-vis drug companies and various service providers in
connection with how prices were set (Flood and Gross, 2014). Rights at the individual level are more
easily defended through litigation in circumstances when the claim is constructed by means of a
social process that involves naming the right, identifying the party responsible and reclaiming the
right: the sequence of “naming, blaming and claiming” coined by Felstiner, Abel and Sarat (1980),
in which profit-driven agents (lawyers and drug companies, for example) can seek to overcome
“grievance apathy” and transform it into a claim.
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F. Gender bias in social protection

Social protection institutions in the region are mainly built around a wage relationship and are
designed to protect formal workers and their families against the risk of illness, unemployment and
old age and at important times of life such as birth and death (ECLAC, 2006). Although the model
of the man as worker and provider has lost power, the basic assumption in the system continues to
be that he will carry out that role and that through him the wife and other family members will have
access to benefits such as social security, health care and housing.' In this model, women have no
independent entitlement to rights unless they are in formal employment.

In addition, although public social welfare, particularly for health, has been a long-standing
feature of life in Latin America and the Caribbean, it is only since the introduction of the neo-liberal
paradigm of the 1980s that it has become a basic pillar for social policies. States are now planning to
target public social spending to the most disadvantaged sectors of the population and are developing
subsidies and basic services for those whose access is based on poverty or social vulnerability. In
this framework, women are the channel through which social welfare benefits reach households.

Over the past two decades, social protection has become a mixed scheme, with participation
by the Government and the market, combining forms of access to services through a wage relationship
or through certification of poverty or social vulnerability, each of which involves a specific gender
bias. In the 1990s, these schemes were reformed to establish “individual capitalization and fixed-
contribution schemes to replace or complement the division and fixed-benefit mechanism” (Marco,
2004, p. 241) and “were designed taking into account a typical beneficiary: male, worker in the formal
sector, with a sufficient and stable income”.’®

The State’s revenue collection and spending capacity was at the centre of the debates and
decisions on reforming a series of social protection policies and institutions, in the context of a wider
debate on the role of the State, of business and other actors in the distribution of wealth and risks. A
comparative analysis of fiscal studies and gender equality in Chile, Ecuador, Guatemala and Spain
(Pazos and Rodriguez, 2010) shows that, apart from the difference in the amount of social spending
in these countries, social protection schemes in Latin America are weakened by the State’s limited
financial capacity as a result of the low fiscal burden, the regressive collection of taxes and the very
poor level of fiscal contributions.

Fiscal policy is a crucial tool for State intervention in the economy. By means of its public
spending policy, the State can provide the population with the resources, goods and services needed
to guarantee basic standards of living.

This also operates unequally as the structure and dynamics of the economic system place
men and women in different positions. The implications of fiscal policy have a different gender impact.
They can either help to lessen gender inequality or increase it.

In order to evaluate fiscal policy from the perspective of gender equality, its implications for
two aspects have to be considered: (i) how it affects access to and control of economic resources by
men and women; and (ii) how it affects decision-making by men and women regarding the distribution
of work as a whole, both productive and reproductive.

4 In recent years, some countries have amended their family legislation and eliminated the legal marriage requirement for
access to these rights (ECLAC, 2006).

15 |ndividual capitalization and fixed contribution schemes have been implemented in Argentina, Brazil, Colombia, Costa
Rica, Chile, the Dominican Republic, El Salvador, Mexico, Nicaragua, Peru, the Plurinational State of Bolivia and
Uruguay. Among this group, Brazil alone used a combination of the two schemes.
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A fiscal policy that is favourable to gender equality will be one that: (i) distributes economic
resources better; (i) increases economic opportunities for men and women; (iii) creates positive
incentives for women’s entry into the labour market; (iv) lifts the barriers which prevent women’s full
integration into the labour market, especially those relating to care responsibilities; (v) promotes the
involvement of men in providing care; (vi) provides better conditions to enable everyone to reconcile
work and family life without having to take low-level jobs; and (vii) gradually shares out the burden
of financing public policies.

Applying gender equality to the tax and benefits scheme is not contrary to the principle of
economic efficiency. Quite the contrary, as explained above, gender inequality is inefficient. The
principles for action by public authorities are fully compatible and complementary if they are applied
coherently and without maintaining the sexual division of labour as a restriction. For example, failure
to protect single-parent families is, in the first place, contrary to the principle of horizontal equity.
Suffice it to consider that single-parent families are, in many instances, subject to lower taxes than
married couples. With the same gross income, however, the payment capacity of a single mother
with a child is less than that of a couple without children with only one wage earner because a child
costs money while a housewife produces goods and services for the home. The traditional tendency
to disregard housework means that this factor is not taken into account and an adult woman is
viewed as a heavier economic burden than a son or daughter. The principle of vertical equity is also
affected as poverty rates in these families are higher than in two-parent families. Lastly, failure to
protect single-parent families is the major cause of child poverty and this is a significant factor in
inefficiency and externality inasmuch as the well-being and care of children is key in forming human
capital (Pazos, 2010).

The relationship between limited fiscal capacity, targeted policies and gender assumptions
in the design of social protection has been seen in various forms in social policies over the past
decade, and two typical cases will be analysed: social security reforms and conditional transfers.

The inequality of women’s income compared with men’s, work interrupted by maternity
leave, higher unemployment rates and the greater difficulty of returning to the labour market when
unemployed (Weller, 2007) have a negative impact on social security benefits for women, because
the number and amount of their contributions is lower than for men.

In a comparative analysis of short-term transfers in various activities by sex and age group in
some countries in the region, it was noted that men tend to hold more stable jobs than women and
when they leave their jobs they mainly become unemployed, which is a reflection of their preference
to be employed continuously. Women, on the other hand, leave their jobs more frequently and more
often tend to remain economically inactive” (Weller, 2007, pp. 39-40). In Ecuador, for example, the
survey of a group of unemployed persons (i.e. those seeking employment) among adults of both sexes
showed that, after one month, 32.7% of men had found a job and 6.7% had become inactive. Among
the women, only 16.4% had found a job over the same period, and 25.7% had become inactive.

For medium-term periods (from 24 to 36 months) as noted in Ecuador and Peru (Weller, 2007,
p. 41), there were also significant differences between the experience of men and women, young and
old. Adult men clearly had the most stable relationship with the market and in Ecuador, for example,
the majority always worked (85%). This is not the case for women (only 38% always worked), who
more frequently leave the labour market and become economically inactive (26.8% compared with
5.2% for men) because of their family responsibilities.

These examples suggest that the discrimination and fewer opportunities faced by women
in the market, combined with interruptions for maternity or care, mean a lack of continuity in their
work record and consequently an unfavourable social security situation compared with men, even
though for men it is also insufficient.
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One critical factor in the individual capitalization schemes is the use of life tables differentiated
by sex, so because of their longer life expectancy, women’s pensions are considerably lower than
those of men who have put together a similar pension fund. This model does not include those in
formal employment and those who, even though they have a formal job, do not manage to put together
sufficient funds to obtain a basic pension, a situation that occurs more frequently among women.

Because of the need for political recognition of these inequalities, commitments have been
included in various international agreements signed by Governments, both at the global and regional
levels, in order to implement social security schemes that provide women with sufficient benefits.

The changes adopted mark an important step forward from the gender perspective. Maternity
benefits can be considered as compensation, even though inadequate, for the period of work lost,
while the measures which increase pensions offset a woman’s lower wages. In addition, universal
old-age pensions —although they do not yield sufficient income— delink pension rights from work,
which can be considered as social recognition for women who have worked all their lives looking after
their families and a step towards a universal concept of the right to social security. The remaining
challenges concern the fiscal capacity to give a sufficient income to the adult population as a whole.
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G. Conditionalities and targeting*

Lastly, we must examine the discussions under way on conditionalities and targeting. These two
instruments, which are common in social protection programmes in Latin America and the Caribbean
—although not necessarily in other world regions, such as Africa— can be problematic from a
rights perspective.

With respect to conditionalities, it has been noted that human rights are not dependent on
meeting any condition: they are rights inherent to the individual (Sepulveda, 2014) and to the exercise
of citizenship. Too strict a fixation on conditionalities can generate an unfortunate distinction between
poor who do or do not “deserve” assistance, which contradicts the principle of universality and
undermines basic human rights in terms of an assured minimum standard of living.

One very problematic aspect in addition to the matter of conditionalities is the sanction applied
in the event of non-compliance, because punishing families with temporary or permanent suspension
of benefits runs the risk of leaving precisely the most poor even more vulnerable. The more punitive
the controls imposed, the greater the conflict with human rights (Sepulveda, 2014). Some countries
are using conditionalities to reinforce rights in education and health and to promote intersectoral
work, without using punitive measures. In the case of the Bolsa Familia programme in Brazil, for
example, the purpose of monitoring conditionalities in education and health —a function performed
by the National Secretariat for Citizen Income (SENARC) of the Ministry of Social Development and
Hunger Alleviation— is not to sanction families, but to understand the reasons for non-compliance,
and to offer support through social workers and assistance to enter education and gain access to
health care (Gonzéalez de la Rocha, 2010). Cash transfers under Bolsa Familia may be suspended
only if families have been non-complaint for over 12 months and have received proper assistance
and monitoring by social services during that period.'® According to Soares (2012), between 2006
and 2008, only 4.5% of families failing to meet conditionalities lost their cash benefits.

The discussion on targeting and universality of social protection policies and programmes is an
old one. From the sphere of rights, several arguments have been put forward against overemphasizing
targeting in social protection schemes. Firstly, it is argued that, although targeting helps to base
recipient selection on technical and non-clientelist criteria, this can also be achieved through universal
allowances, which reduce opportunities for corruption and help to eliminate the stigma associated
with social assistance. Secondly, sophisticated targeting procedures often obscure selection criteria,
which can make it difficult for recipients to understand how the programme works. It has also been
argued with some force that, where poverty is widespread, the administrative costs and problems
frequently associated with targeting can outweigh its benefits.

The position of ECLAC in this regard is that targeting is a tool for reducing inequalities and
optimizing the distribution of resources, while the universalization of social protection remains
the ultimate aim. Treating an issue in a differentiated manner does not necessarily contravene the
principle of rights universality. On the contrary, it can reinforce the exercise of the principle and reduce
inequality, as occurs in the case of affirmative action policies for ethnic minorities and groups which
are more vulnerable owing to socioeconomic, cultural, age or gender factors (Hopenhayn, 2001). This
framework may be described as “universalism sensitive to difference” (Habermas, 1998). Targeting
social protection services towards the most vulnerable (or affirmative action) can thus be a useful way

* Authors: S. Cecchini and N. Rico.
16 Families participating in Bolsa Familia are suspended for two months upon the third non-compliance with conditionalities,
and may be suspended repeatedly if new non-compliances occur (MDS, 2012).
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to move gradually towards the universalization of economic and social rights, through progressive
realization in keeping with levels of development (Cecchini and Martinez, 2011).

To conclude, the rights-based approach is an ethical imperative as well as a mechanism for
complying with the obligations and commitments assumed by States, and a tool for progressing
towards inclusive and universal social protection. The ultimate aim is to make social protection policies
and programmes a key to breaking the intergenerational transmission of poverty and inequality, with
autonomous and empowered rights-bearers.
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Introduction

The main components of social protection systems are contributory social protection (traditionally
known as “social security”), non-contributory social protection (or “social assistance”), labour
market regulation and, increasingly, care policies and programmes. Contributory social protection,
which is covered in this chapter, seeks to provide workers and their dependants with present and
future insurance, protecting them in the event of retirement, unemployment, illness, disability and
parenthood. Access to contributory social protection is granted on the basis of prior contributions,
which are deducted from wages or other labour income generated in the formal employment market.

Chapter IV analyses in detail two key components of contributory social protection: pension
systems and health systems. In particular, it examines design options, recent reforms and the
issue of pension system sustainability in the region, in addition to briefly addressing some aspects
of health systems and insurance.
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A. Institutional aspects of Latin America’s pension systems*

Introduction’

United Nations Secretary-General Ban Ki-moon said that addressing demographic change, in
particular the rising number of older persons in the world, is an obligation. He called for the barriers
restricting the full participation of older people in society to be lifted and for their rights and dignity
to be afforded protection.

Deciding how to design and implement pension systems to sustain quality pensions over the
long term is an issue of common interest across the world. The solution, however, depends on the
context in which the system is to operate and on the institutional framework that supports it. This
chapter addresses those issues.

Pension systems are part of the social security component of social protection policy? (also
called welfare or social insurance).® Their purpose is to even out consumption over the life cycle, to
provide income following invalidity or the death of a breadwinner and to alleviate poverty in old age.
Such systems must adapt to various contexts that differ, essentially, in terms of their demographics,
their members’ working conditions, the role assigned to the State in collecting and managing funds
and the level of economic and institutional development attained by the country in question. In
designing them, countries must choose from various alternatives as regards: (i) their sources of
funding, (ii) the financial management model used, (jiii) how their benefits are defined, (iv) how the
system is managed, and (v) the redistribution of resources to the most needy. They require institutions
to deliver benefits, to regulate them and to oversee the sustainability of their operations over time.

In line with the contents of chapter |, which dealt with the four dimensions of the institutional
framework, this chapter analyses the institutional developments that pension systems require.
Examining them is intended to ensure that the performance of each system reconciles the logic
of its funding with that of the principles of social security and guarantees that, over the course of
several generations, the risks to which the system’s functioning is vulnerable (arising from funding,
demographic change, economic and financial crises) can be overcome.

The evidence examined herein shows that in all the progress made, the dimensions of the
institutional framework are not exclusive and must be combined. It concludes that an ongoing effort is
needed both to ensure the system’s solvency and sustainability over time and to guarantee universal
access to decent* and accessible benefits.®

In addition to this introduction, the work is divided into three sections. The first describes the
challenges facing the design of a pension system and the options that exist. The second highlights

* Author: Andras Uthoff.

1 This chapter is based on the document “Aspectos institucionales de los sistemas de pensiones en América Latina”,
prepared by Andras Uthoff with assistance from Fabiana Pierre, both of whom are consultants with the ECLAC Social
Development Division; see Uthoff (2016).

2 A concept used in political and economic science to define a political proposal or general model of the State and
of how society is organized, according to which the State provides services in fulfilment of social rights to all the
country’s inhabitants.

3 According to the International Labour Organization (ILO), social insurance or social welfare is the protection that society
extends to its members, by means of a series of public measures, to counter economic and social privations that would
otherwise lead to the disappearance of income, or a significant reduction thereof, on account of sickness, maternity,
workplace accidents, occupational illnesses, unemployment, invalidity, old age and death. It also provides protection in
the form of medical care and assistance for families with children.

4 This refers to the right of access to a level of benefits that the system grants to a citizen and that society establishes for
compliance with civic duties and for addressing the demands of retirement, invalidity or survivorhood.

5 This means that they can be attained or secured through the way in which the system works.
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theimportance of the institutional developments adopted and how they respond to future challenges.
The third section, containing final comments, is intended as a conclusion.

1. Pension system and social security

Public pension systems are a part of a country’s contributory social protection or social security
framework.® They are designed to guarantee social benefits in the form of pensions in the event of:
(i) worker disability, (ii) the death of workers who were their families’ breadwinners, in order to provide
for their dependants, (iii) workers reaching the age when society has decided they are eligible to stop
working and to live on a pension associated with their employment histories, and (iv) people affected
by old age and invalidity who are without the incomes needed for sustenance (poverty relief).

As part of social security, public pension systems are based on foundations that create an
organization, an institution or an ideal based on six principles without which it would lose its identity
and its reason for existence: universality, equality, solidarity, integrity, unity and financial sustainability
(see box IV.1).

B Box IV.1
Fundamental principles of social security

Universal coverage

Universality may be interpreted from two perspectives: a subjective perspective whereby everyone must be
covered by social security, a principle that arises from its nature as a basic human right; and an objective one whereby
social security must cover all the contingencies (risks) faced by a person living in society.

This principle is related to the current focus of social security: the lack of coverage for certain contingencies
faced by citizens.

Equality, equity or uniform treatment

This principle, which is not exclusive to social security, means that all persons must enjoy equal protection
from a given contingency. Taking social and economic inequalities into account, the treatment given must be such that
the benefit provided adequately covers the risk in question, regardless of any inequality that may exist.

It can also be defined as equality of treatment, in that it means that all humans, as such, have the right to
social security and prohibits all discrimination on the grounds of race, colour, sex, language, religion, political or any
other opinion, national or social origin, economic status or any other factor.

Solidarity and income redistribution

This principle is essential in distinguishing between a social security system and private insurance. All persons
contribute to the social security system according to their capacity to contribute and receive benefits in accordance
with their needs. This is an essential tool in meeting the central objective: redistributing wealth with social justice.

Solidarity can be that of the healthy towards the sick, of the young towards the elderly (intergenerational
or horizontal) and also between people with different incomes, from those who have more to those who have less
(intragenerational or vertical). Geographical solidarity also exists, between those regions that have more resources
and others that are poorer.

Integrity and adequacy of benefits

The benefit provided must cover the contingency in a full and timely fashion: it must respond to the actual
needs of the sector for which it is intended, with dignity, timeliness and effectiveness.

6 See the definitions in previous footnotes.
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Box IV.1 (concluded)
Unity, State responsibility, efficiency and participatory management

Unity, State responsibility and efficiency imply a system in which all official, semi-official and private
institutions involved in the field of social welfare implemented by the State act with a degree of unity or coordination
in order to prevent duplications of efforts and administrative inefficiencies.

Participation means that society is involved in the administration and leadership of social security through
its representative organizations and also through its funding. The ILO Social Security (Minimum Standards) Convention
of 1952 (No. 102) deals with participation by workers’ representatives and possibly by employers. In broad terms,
participation (informative, consultative, advisory or administrative) means that the opinions of all those affected by
social security in any way are heard.

Financial sustainability

The social security plan must be financially viable in accordance with the country’s economic capacity. It
must also be implemented by stages, but as part of a general plan, indicate the priorities in its implementation and
make progress when resources are available.

Source: Prepared by the author, on the basis of conventions and recommendations of the International Labour
Organization (ILO).

It is interesting to note that the regulatory framework governing the principles of social security
includes the solvent and sustainable funding of its benefits. That requires the reconciliation of its
social objectives with the economic demands of its funding; in particular, the design of direct and
indirect taxation mechanisms that, essentially:

¢ Attain their social objective of providing decent benefits for old age, invalidity and
survivorhood, and

¢ Are in tune with macroeconomic policy, in that they do not bring pressure to bear on the
competitive capacity of the workforce, do not increase the country’s fiscal burden beyond
what is authorized by its agreements governing fiscal responsibility and do not distort the
demand for financial instruments.

This creates a public-policy challenge. Given the enormous inequalities and budgetary
constraints that still characterize the economies of Latin America, the design of a pension system
must be grounded on a broad social contract. That compact must serve to reconcile the principle of
equivalence (in other words, it must be actuarially solvent over time) with the principles of universality
and solidarity (it must include cross subsidies from those able to save to those who cannot) in
order to ensure access to decent benefits for all. This is not a new task. It can be seen in a series of
agreements that, over the course of time, have been suggested in response to the choices made by
the authorities among the options that exist for designing a pension system.

(a) Pension system design options

Systems designed to provide pension benefits and uphold rights are the result of choices among at
least five relevant issues. These are listed below, and all involve major institutional developments.

() Participation of the affiliate in funding: whether or not citizens must contribute funds to
participate in the system. Three models exist:

¢ In a contributory system, affiliates must make regular contributions.

¢ In the non-contributory model, affiliates are not required to contribute directly to the system,
which is instead funded from other sources.

e A combination of those two models.
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(i) Financial management of resources. The funds accumulated by the system and that are
used to pay for pensions can be managed in two opposing ways:

¢ Pay-as-you-go: a compact between generations in which the economically active contribute
to the system to pay for the pensions of those who have already retired and for the accumulation
of an intertemporal reserve fund. It equates to a collective fund that accrues with a general
or tiered average premium and is assigned by means of predetermined benefit rules.

¢ Funded: a savings account is established for every active worker affiliated to the system,
in which their contributions are deposited and capitalized on for their personal use upon
retirement. The pension is then determined by the amount accumulated (principal and
interest) and other parameters.” This alternative is actuarially fair for the individual but lacking
in solidarity. To remedy that, it must be supplemented with other mechanisms.

(i) Rules for the granting of benefits. The benefits established by the system must be
determined in some way. Two extreme alternatives exist:

¢ The defined benefit plan establishes a rule for determining benefits based on clear standards
related to the worker’s employment history. Thus, the benefit is determined by a formula that
uses a range of factors, including the worker’s salary, years of service and retirement age.?

¢ In a defined contribution plan, the contributions made for each affiliate (by the employee,
the employer or both) are predetermined, but the amount of the pension is unknown until it is
calculated upon retirement. Under a typical defined contribution agreement, contributions are
deposited in an account that grows through investments in authorized financial instruments.
Upon retirement, workers have an accrued fund in accounts that they own, which can be used
to purchase a pension. The accrued funds are generally portable, so they can be voluntarily
moved between different fund administrators. The cost of a defined contribution plan is easy to
calculate, but the plan’s benefits depend on the balance in the worker’s account when he or she
decides to make use of the funds. The invested contributions follow economic cycles (recessions
and depressions, expansions, booms, slumps and decelerations), and so the benefit cannot
be calculated in advance. Under a regime of individual financial savings accounts (such as the
Chilean model), all risks are assumed by the contributors themselves. Under a virtual (notional)
funded regime, the sponsor (the State) assumes those risks (for example, in the Swedish model).

(iv) Public or private administration. Although a public pension system is the responsibility of
the State, its management can be entrusted to third parties, such as industry associations,
private administrators or other entities. There are two extreme alternatives for system
management, but the State invariably bears final responsibility.

e State administration, when the State itself or some dependent body handles the system’s
functioning.

* Private administration, when a private third party manages the system, an arrangement
that requires a high level of State regulation and oversight.

(v) Distribution mechanisms. When workers find themselves facing invalidity, death (with the
survival of a dependant) or old age, it is possible that they have not yet met the requirements
for receiving a pension or are in a situation of poverty. In such cases, two options exist:

7 Funding is full, but individual. It is used as an mandatory savings scheme for retirement, but it does not cover
contingencies. The worker must have additional insurance for invalidity and death and, at the end of the savings period,
the amount saved is used to purchase a lifelong annuity or a programmed withdrawal.

8 Those factors can be used as adjustment criteria for updating the benefit to cover inflation, including social security
services or incentives for early retirement, or continuing to work.
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¢ Distributive, when the system has a cross-subsidy component or receives funds from other
sources to relieve poverty in cases of invalidity, survivorhood and old age.

¢ Non-distributive, when the system is not equipped with a poverty relief component and
people have to make use of welfare policies.

Box V.2 details the different pay-as-you-go mechanisms used in pension systems.

H BoxIV.2
Different pay-as-you-go mechanisms

The term “pay-as-you-go” is used when pensions are paid for with current revenue. Nevertheless, when referring to
the funding mechanism, that revenue feeds into a fund from which future pensions are paid. It is therefore useful to
distinguish between:

e Pay-as-you-go pensions: Those paid for (usually by the State) from current tax income and not
from an accumulated fund.

e Collectively funded pay-as-you-go schemes: Defined benefit regimes in which benefits are
paid for through an intergenerational compact. The active generation contributes premiums that pay for
the benefits of the generation that is already retired and to build a reserve fund for future contingencies.
Such systems are said to operate on the basis of indebtedness between generations, with each successive
generation of young people committed to contribute for current retirees. The scheme operates with a
technical reserve through which contributions can be determined, with two extreme alternatives:

— General average premium: A constant contribution rate is set from the onset, which enables its financial
viability to be assured indefinitely. The premium is set at a level necessary for the current value of all likely future
income to be equal to the current value of all probable future costs. During an initial phase (several decades), income
outstrips expenditure, and the surplus goes into the technical reserve. In the future, when costs exceed premiums
(expenditure outstrips revenue from contributions), earnings and part of the reserve are used to cover the difference.

— Staggered average premium: Equilibrium periods of between 10 and 15 years are used, on the basis of
which premiums are modified. This is a pay-as-you-go regime where premiums change as actuarial evaluations
demand adjustments to adapt to increased spending as a result of new cases, increased years of coverage, greater
life expectancy or unforeseen readjustments. It is a mid-point between simple pay-as-you-go and general average
premiums, in that: (a) it defines equilibrium periods during which premiums remain unchanged, (b) it guarantees
financial balance during individual periods before moving on to the next step, (c) funds accrue, but to a lesser extent
than in general average premium systems, and (d) the interest earned by the reserve is used to fund spending.

e Simple collectively funded pay-as-you-go schemes: A simple pay-as-you-go regime entails
yearly assessments of the cost of benefits and establishing the level of funding needed to cover them,
with the additional possibility of providing a reserve for contingencies.

e Pay-as-you-go schemes using individual accounts and notional funding: A defined
contribution regime that is funded by contributions from active workers and uses a social compact to
determine how pay-as-you-go contributions are capitalized. In such models: (a) the individual is not
guaranteed a specific level of benefit, (b) records of contributions for retirement are kept, but rather
than being invested they are accrued in accordance with indicators of the economy’s performance (real
wage increases, productivity increases or others), (c) at the end of the period, the capitalized amount is
used to provide a lifelong or temporary benefit and (d) complementary insurance for invalidity and death
must be acquired. This alternative is actuarially fair for the individual and the readjustment formula can
be modified to establish mechanisms to ensure solidarity, so that productivity gains are redistributed
among all.

Source: Prepared by the author.
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(b) Classification of pension systems

Customarily, the models for organizing, funding and determining benefits are classified into four
groups according to their historical origins.

* The first is social insurance, called Bismarckian.? It involves a system of tripartite contributions
(from the workers, their employers and the State), managed by a State-administrated pay-as-
you-go regime with defined benefits. In the absence of a poverty relief component, that goal
is attained by means of welfare policies. This is the predominant system in Latin America, but
with low rates of coverage on account of the high levels of informality in the labour market.

¢ The second type is Beveridgean social security.!° This is a non-contributory system, funded
solely by general revenue, administered by the public budget (transfers), with defined benefits,
managed by the State and with a poverty relief component. Such systems have been limited
in Latin America on account of low tax bases and revenues available to fund them.

¢ The third, the individual account funded model, was promoted by international financial
institutions in the 1990s. Faced with the imminent prospect of demographic change, the
shortage of long-term financial saving and the political and demographic risks threatening
pay-as-you-go systems, those institutions suggested modifying the financial management
methods of the original contributory systems. This is done through the accrual of funds
in individual accounts on the basis of defined contributions." Administration is private,
although regulated and supervised by the State, and there is no poverty relief component.
The functioning of this model has failed due to obstacles in addressing informal economic
activities and the absence of cross-subsidies to support those with a low capacity for saving
(low levels of taxable income and limited density of contributions). In addition, a series of
conflicts have arisen in the regulation and the oversight of fund administration companies.

¢ The fourth type is the mixed or multipillar scheme, which arose in response to the lessons
learned with each of the earlier models. With this goal, and to solve the problems of exclusion
(inequality), inefficiency and insolvency, combinations of the different alternatives have been
suggested. There are systems that combine contributory and non-contributory mechanisms
and pay-as-you-go with funding, deliver pensions based on both defined benefits and defined
contributions, are managed financially through capitalization and the management of the
State budget and work for a suitable blend of State and private administration (and, by so
doing, strengthen competitive mechanisms) and redesign the poverty relief component by
encouraging work and saving.

Table IV.1 shows examples of countries that, in one way or another, have adopted one of
these categories.'2

9 Named for first person to implement such a system, German Chancellor Otto von Bismarck.

10 From Lord Beveridge, who introduced it in the United Kingdom.

1 Only the contribution is defined, and the benefit is the result of the final accrued funding of each individual account.
12 Although each option is presented in a binary form, intermediate solutions are also possible.
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H Table IV.1
Options for the design of a pension system

: Beveridge Bismarck - ) ) )
Options URiversaibension Public pay- Individual funded Mixed or parallel Notional funding
P as-you-go
Participation in funding
Contributory X X X X
Non-contributory X X
Financial management
Pay-as-you-go X X X X
Saving and
capitalization X X
Benefits
Defined benefits X X
Defined
contributions X X X
Administration
State X X X X
Private, regulated X X
and supervised
Redistributive role
Guaranteed
minimum (GM) X X X X X
GM plus poverty
relief X X
Ecuador, Plurinational
Nicaragua, State of Bolivia, :
Bolivarian Chile, El Salvador, %%%’;"gglgm‘l’;e g‘r’;‘;‘l‘l"('(‘;en eral
New Zealand and Republic of Mexico, Dominican ! ’ :
Examples e : Peru, Uruguay, Social Welfare
rural Brazil Venezuela, and Republic Costa Rica Regime (RGPS)
Brazil (Special and Brazil i Panea adg tation)®
Social Welfare (complementary P

Regime (RPPS)) pension)

Fuente: Elaboracién propia.

a Assistance Programme for Rural Workers (PRORURAL)/Assistance Fund for Rural Workers Rural (FUNRURAL), which
provides pensions —albeit precarious ones— to rural workers, fishers and mineral prospectors (garimpeiros) aged 65 years
and over. However, the pension is exclusively for the head of the household with a ceiling of one multiple of the minimum
wage.b General Social Welfare Regime, using the logic of the Welfare Calculation Rule, which correlates the amount collected
from contributions with the pension.
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Part Il ecLAc 2018), Social Panorama of Latin America 2017; B, pp. 109-118, pp. 140-144.

B. New trends in pension system reforms in Latin America

Introduction

Latin American pension systems in have undergone a myriad of changes over the last 36 years.
These significant reforms have wide-ranging economic, social and political implications, given that
establishing definitions and consensus in this area is a complex process that requires interlinkages
across a number of dimensions.

The institutional development of pension systems has been based on obligatory and contributory
pension schemes, particularly in Latin America, where pioneering countries introduced their first
pension plans at the start of the twentieth century (Mesa-Lago, 2008). From this perspective, the
main purpose of a pension system is to provide a form of income insurance (for disability, old age
and death) that distributes consumption throughout the life cycle. A more contemporary definition
of pension systems also takes into account public policy objectives, including poverty relief and the
redistribution of income (Barr and Diamond, 2008).

In the most modern approaches to social protection, designing pension systems requires
a fine balance: in addition to fulfilling the classic function of insuring income against different risks,
they must exhibit the solidarity required to ensure that plans are sustainable and address the poverty
and inequality caused by low coverage and other factors.

Although a basic assessment of pension systems can cover various elements, the results of
that assessment should provide answers to at least three questions for pension schemes that fall
under the social protection framework.

The firstis: “What coverage does the pension system provide?” It is necessary to define and
estimate indicators of the quantity and quality of coverage in order to assess the pension system.
The quantity dimension includes coverage of active workers (proportion of working age population
paying contributions into pension systems) and pensioners (proportion of adults over 65 years of age
receiving pension benefits).!® In general, the quality dimension of coverage of the active population
is determined by the density of contributions (proportion of working life during which workers pay
contributions into a pension system).

The second question is: “Are the retirement benefits sufficient?” The most common aggregate
comparison involves comparing the average pension benefits to the extreme poverty line, the poverty
line, minimum wage and per capita income. These indicators are used to estimate the sufficiency of
benefits. The quality of entitlements on an individual level is estimated by comparing pension levels
in retirement relative to earnings when working; this is known as the pension replacement rate.

The third question is: “What is the cost of the coverage and benefits provided?” It is
necessary to assess whether or not the pension system is financially sustainable; for example,
whether government contributions as a percentage of GDP are commensurate with spending on
other economic and social needs.™

13 The coverage indicator for the economically inactive population is not age-specific. The threshold of 65 years reduces
the probability of underestimating the coverage of pensioners since there is a higher probability that people over 65
years of age are retired.

4 The fiscal impacts of pension systems have been a matter of constant debate in the region. There are notable differences
in the public spending commitments between pay-as-you-go schemes, fully funded plans and other models. For a more
detailed analysis in this regard, see Arenas de Mesa (1999), Mesa-Lago (2000), Arenas de Mesa and others (2008),
Centrangolo and Grushka (2008) and Uthoff (2011 and 2016).
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These questions and the answers thereto have been one of the main driving forces behind
the introduction of parametric and structural pension system reforms in Latin America (see section
A). Inequalities in the coverage, benefits and funding pension systems create pressure for change
and for testing new models that are being developed in a bid to balance out social protection and
financial costs.

Diagram V.1 represents each of the areas of a basic assessment of pension systems: (i)
set A is coverage or quantity of persons covered; (ii) set B is benefit or pension level, which gives a
notion of the quality of the system; and (iii) set C is costs and financial sustainability of the pension
scheme. The intersection of the three sets —set E— represents equilibrium, a pension system which
has attained adequate coverage, provides sufficient benefits and is financially sustainable. If the
pension system falls outside of E, it will require modifications or reform because it does not meet
the standards for coverage and sufficiency of benefits or it has a funding shortfall which makes the
pension scheme unsustainable. In general, a pension system that falls short in these three areas
meets the conditions for implementing structural reform.

B Diagram IVA
Basic assessment of a pension system?

A
Coverage
(quantity)

B
Benefits
(quality)

C
Financial sustainability
(costs)

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

a2 A pension system should aim to fall in set E, which is characterized by sufficient coverage, sufficiency of benefits and
financially sustainable costs.

There are other elements which may be added to a basic assessment within a social security
system, thus transforming it to a comprehensive assessment of the pension system (diagram IV.2).
The analysis of each of these elements, which are linked to the variables of a basic assessment, can
reveal the conditions requiring modifications to or reform of the pension system.

It is recommended that a comprehensive assessment of pension systems be carried out
before embarking on reform. In most countries in the region, only basic assessments have been
conducted, focusing on the financial sustainability and fiscal impacts of pension systems. It is
essential to widen the scope of analysis in order to strengthen contemporary pension systems and
to ensure that future designs for pension schemes incorporate other elements that are essential for
achieving the objectives of social protection (Cecchini and Martinez, 2011).
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B Diagram IV.2
Comprehensive assessment of a pension system

Demographics Labour market

Poverty Fiscal Policy
\ / Basic evaluation
Pension system Social Security
Inequality Em— — * Coverage

® Benefits
/ l \ e Costs
Gender Political economy

Institutional framework

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

As indicated in the introductory chapter, the social, economic and political impacts of the
demographic transition and the rapidly ageing population in Latin America will place increasing
importance on pension regimes (Huenchuan, 2013). Several pension system reforms have been
conducted in the region in recent decades. Eleven countries implemented structural reforms in their
pension systems, with 9 of them doing so between 1993 and 2003, Chile— on two occasions, in 1981
and 2008— and Panama in 2008; and 14 countries introduced parametric reforms between 2008
and 2017. The structural reforms saw the implementation of distinct pension models. This chapter
will examine the lessons, principles and criteria that can be learned from these experiences.

1. Classification of pension system reforms

Numerous structural and parametric reforms to pension systems have been undertaken in Latin
America. Among the countries implementing structural reforms, 11 incorporated a fully funded system,
either as the main pillar or in complement to the traditional pay-as-you-go model. These structural
reforms have given rise to distinct pension regimes, thus confirming that there is no single model for
the region. Today, the public pay-as-you-go model remains the most widespread in the region, as it
is present in 10 countries and is a pillar of the pension system in 5 other countries.

Numerous reforms of pension systems and models have been undertaken in Latin America
and the Caribbean over the last 36 years. They have given rise to distinct pension regimes, thus
confirming that there is no single model for the region.

Reforming the pension system entails a significant interweaving of political, economic, social,
technical, institutional and logistical actions which, in turn, carry the risk of opening up various sources
of conflict with different social actors and power groups (Arenas de Mesa, 2010). The pension system
reforms in Latin America can be classified as structural or parametric (Mesa-Lago, 2004 and 2008;
Gill and others, 2005; and ECLAC, 2006).

(a) Structural reforms

Structural reforms lead to the creation of a new pension system and are perhaps one of the most
profound and important social policies to have been implemented in Latin America over the past 36
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years. This is not only because of the beneficiary population involved, but also the social, fiscal and
institutional effects thereof, which are a matter of constant debate.

Structural reforms in Latin America and the Caribbean have consisted in transforming the
institutional design of the pay-as-you-go (or collective partial capitalization) system through the
introduction of fully funded systems.'s In general, structural reforms give rise to a lengthy transition
period during which at least two pension systems —the old and the new— coexist. Like parametric
reforms, the objectives of structural reforms include improving the coverage, adequacy of benefits
and financial sustainability of pension systems.

The structural reforms implemented between 1981 and 1996 gave rise to different models
of pension systems in the region, disproving the theory of a single model for Latin America that had
been proposed during the 1990s, with the Chilean reform of 1981 hailed as a model to be followed
(World Bank, 1994; Mesa-Lago, 2008). In that pioneering reform, the public pay-as-you-go (PAYG)
system had been entirely replaced by a fully funded, commercially run system that should reach
maturity after a transition lasting more than forty years. The reforms were emulated in many countries
in the region and around the world. Ten countries in Latin America joined in the process, adding
a fully funded regime to their systems, either as the main pillar or in complement to the traditional
pay-as-you-go system (see table 1V.2).!

M Table IV.2
Latin America (selected countries): structural reforms to pension systems, 1981-2008
Pais Aio Modelo
1. Chile 1981
2. Bolivia (Estado Plurinacional de) 1997
3. México 1997 Sustitutivo
4. El Salvador 1998
5. Republica Dominicana 2003
6. Pertl 1993
7. Colombia 1994 Paralelo
8. Argentina 1994 Paralelo integrado
9. Uruguay 1996
10. Costa Rica 2001 Mixto
11. Panaméa 2008

Source: A. Arenas de Mesa and F. Bertranou, “Learning from social security reforms: two different cases, Chile and
Argentina”, World Development, vol. 25, No. 3, Amsterdam, 1997; C. Mesa-Lago, Reassembling Social Security: A Survey
of Pensions and Healthcare Reforms in Latin America, New York, Oxford University Press, 2008 and “Las reformas de
pensiones en América Latina y su impacto en los principios de la seguridad social”, Financiamiento del Desarrollo series,
No. 144 (LC/L.2090-P), Santiago, Economic Commission for Latin America and the Caribbean (ECLAC), 2004; I. Gill, T.
Packard and J. Yermo, Keeping the Promise of Social Security in Latin America, Washington, D.C, World Bank, 2005 and
Economic Commission for Latin America and the Caribbean (ECLAC), Shaping the Future of Social Protection: Access,
Financing and Solidarity (LC/G.2294(SES.31/3)), Santiago, 2006.

Structural reforms led to the creation of various models of contributory pension systems,
which are added to the traditional public pay-as-you-go system now present in 10 countries of the
region. The substitutive model, which completely replaced the public pay-as-you-go scheme by fully
funded accounts managed by the private sector, was adopted in Chile (1981), the Plurinational State
of Bolivia (1997), Mexico (1997), El Salvador (1998), and the Dominican Republic (2003). In the parallel
model, implemented in Peru (1993) and Colombia (1994), workers must choose either the public PAYG

15 Pay-as-you-go systems that have reserve funds are known as collective partial capitalization systems; when the
reserves are depleted they are then referred to as pay-as-you-go systems.

16 Other countries have tried to undertake structural reforms through the introduction of individual funding, but were
unsuccessful in doing so; this was the case in Nicaragua (2000) and Ecuador (2001).
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system or the system of private accounts, which are mutually exclusive and compete for affiliates.
The integrated parallel model implemented in Argentina (1994) entails a parallel model with a universal
basic benefit, meaning that any worker, whether enrolled in the PAYG system or private accounts, is
covered by public funds. The mixed model, in which the public PAYG system and private accounts
are complementary, with workers paying into both systems simultaneously, was implemented in
Uruguay (1996), Costa Rica (2001), and Panama (2008) (see table IV.2 and diagram IV.3A).

Bl Diagram IV.3
Latin America (selected countries): pension models and the countries that pioneered them,

1981-2017
A.1981-1996
‘Zﬂ!\gtﬂﬁﬂﬁsg) Parallel Integrated parallel Mixed PAYG
FF P FF
FF FF P p
P P
Chile Peru Argentina Uruguay
1981 1993 1994 1996
B.2008-2017

Fully funded

(substitituve) Integrated Parallel Mixed PAYG

FF FF
FF FF P P

PF

Chile
2008

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

Note: FF: Fully funded, P: pay-as-you-go, PF: public funding.

The pay-as-you-go contributory pension systems give rise to inter- and intragenerational
transfers. In general, these transfers are from the healthy cohort to the sick, the young to the elderly,
high-income to low-income or male to female. Structural reforms to pension systems in the region
have, at various times, adjusted or removed these transfers, creating a potential burden on the fiscal
accounts (contingent liability) that the State will have to cover (Arenas de Mesa, 2010).

(b) Parametric reforms

A parametric reform is one that involves changes to the parameters of the pension system and, therefore,
does not change the structure of the existing model. The most frequent parametric adjustments
include: (i) increasing the contribution rate, (i) raising the retirement age (by sex), which expands the
pool of active contributors and reduces the influx of pensioners, (iii) changing the access conditions
for benefits, for example, by raising or lowering the required number of years of contributions, and
(iv) reducing benefits through lower replacement rates or adjusting the contributory bases on which
pensions are calculated by increasing the number of years required to be eligible to estimate benefits.

Parametric reforms are generally associated with changes to the framework of PAYG systems.
However, they can be applied to fully funded systems. Such reforms, when applied to public PAYG
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systems, generally aim to establish financial balance. To achieve this and implement parametric
reforms efficiently, it is necessary to conduct actuarial studies of the new parameters and generate
simulations showing the possible financial effects and the repercussions on coverage and benefits
that would ensue.

Given the political economy of pension reforms, proposed parametric changes tend to be
applied only to new pensioners and, therefore, do not affect the pool of current participants or
persons over a legally stipulated age, thus leaving unchanged the conditions of access and benefits
of workers close to retirement. One possible outcome of this is a long transition period, during which
two pension systems covering both prior and new beneficiaries coexist for an extended time; another
is a scaling down of the potential financial effects which, depending on the design and transition,
could turn into medium-term benefits.

Demographic, economic and social changes must be constantly assessed in a pension
system. In this regard, actuarial and financial analyses are essential for guiding pension policy design
and developing the parametric adjustments in a timely manner with a view to optimizing pension
systems and ensuring that they serve their intended purpose.

In Latin America, 10 countries use public PAYG or collective partial capitalization pension
models. Argentina, Brazil, Cuba, Haiti and the Bolivarian Republic of Venezuela have pay-as-you-go
systems, while Ecuador, Guatemala, Honduras, Nicaragua and Paraguay have a collective partial
capitalization system. Five other countries in the region also include public pay-as-you-go (or collective
partial capitalization) in their pension models. This is the case of Colombia and Peru, where there is
a parallel model, and of Costa Rica, Panama and Uruguay, where there is a mixed model.

Between 2008 and 2017, 14 Latin American countries implemented parametric reforms: 11
of them adjusted their public PAYG systems and 3 made adjustments to their fully funded systems.
Examples of reforms to public systems include: (i) in Uruguay, relaxed eligibility criteria for retirement
benefits, ensuring adequate coverage of the pension system and maintaining the advances made in
the social protection system (2008); (i) in Cuba, efforts to rectify the inadequacy of some benefits and
ensure financial sustainability (2009); (iii) in Guatemala, raising of the retirement age and the number
of years of contributions to qualify for retirement (2010); (iv) in Paraguay, raising of the minimum
number of contributory years for benefit eligibility (2010); (v) in Nicaragua, higher contribution rate for
employers and better benefits for the most vulnerable (2013); (vi) in Honduras, raising of the retirement
age under the civil servant pension system from 58 to 65 years and the number of contributory years
to qualify for benefits (2014); (vii) in the Bolivarian Republic of Venezuela, standardization of the existing
PAYG regimes (2014); (viii) in Haiti, Decree setting the contribution rate in the PAYG system for civil
servants at 8% (2015); (ix) in Brazil, tightening of the eligibility criteria for retirement benefits (2015); (x)
in Ecuador, regulation adjusting retirement benefits to the previous year’s inflation (2015); and (xi) in
Costa Rica, raising of the age of eligibility for government-funded pension from 55 to 60 years (2016).

Examples of parametric reforms to fully funded systems include: (i) in Colombia (2009), the
introduction of a multifunds system along the lines of the changes implemented in Chile in 2002; (ii)
in Peru (2016), the creation of a new measure allowing beneficiaries to withdraw almost all of their
savings from private pension funds;!” and (iii) in El Salvador (2017), the recently adopted pension
system reform (see table 1V.3).

17 This reform has been the subject of debate because of the potential risks it poses to the pension fund system. However,
it has yet to be enacted.
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B Table IV.3
Latin America (selected countries): reforms to pension models, 2008-2017
Structural reforms (3) Parametric reforms (14)
Year Model Year Model
1. Argentina 2008 PAYG
2. Chile 2008 Integrated
3. Bolivia (Plurinational State of) 2010 &%tifgggltiizv:d)
1. Colombia 2008 parallel
2. Peru 2016 Parallel
3. El Salvador go7  Sustitutive
4. Uruguay 2008
Mixed
5. Costa Rica 2016
6. Cuba 2009
7. Paraguay 2010
8. Guatemala 2010
9. Nicaragua 2013
10. Venezuela (Bolivarian Republic of) 2014 PAYG
11. Honduras 2014
12. Haitii 2015
13. Ecuador 2015
14. Brazil 2015

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

2. The new cycle of structural reforms to pension systems

Between 2008 and 2017, three of the five countries that had implemented substitutive models reformed
their pension systems: Chile, in 2008; the Plurinational State of Bolivia, in 2010; and El Salvador, in
2017. Furthermore, in 2008, Argentina abandoned the fully funded system to return to a PAYG model.
There is a noticeable shift towards solidarity-based public pension systems, bucking the trend of
the 1990s, which saw the introduction of fully funded models.

(a) Pension system reforms: a new trend towards
public pension schemes

Between 2008 and 2017, three of the five countries that had implemented substitutive models reformed
their pension systems. In 2008, Chile established a solidarity pension which led to the formation of
an integrated system of pensions. A 2017 draft reform bill under debate proposes that the State’s
participation and the solidarity pension should continue to increase, which would consolidate the
integrated model. The Plurinational State of Bolivia nationalized the fully funded system in 2010 and
increased the State’s participation. In 2017, El Salvador adopted a pension system reform to maintain
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the fully funded system while adding a collective savings fund known as the solidarity guarantee
account. Furthermore, in 2008, Argentina abandoned the fully funded system —and thus the integrated
parallel model— and returned to a PAYG model (see table IV.3). In that same year, Chile introduced an
integrated pension model (see diagram 1V.3-B). In this regard, there has been a trend towards public
funding and solidarity pensions, unlike the reforms of the 1990s, which focused on incorporating fully
funded schemes into pension systems. The new regional trend towards greater State participation in
pension systems includes the design of contributory and non-contributory solidarity mechanisms.

3. New trends in Latin American pension systems

Between 2008 and 2017, structural reforms had a common denominator: advancing the development
of solidarity mechanisms. Most of these reforms also strengthened the administration and public
financing of pension systems. The pension reform processes in the region are revealing a new trend
of a return to the basic principles of social security systems. Furthermore, the evidence shows that
the structural reforms of pension systems have different effects on men and women. To address
these gender-differentiated impacts, the gender dimension must be incorporated in the design of
the reforms. Another trend concerning social protection for older persons in Latin America has been
the establishment and increase in coverage of non-contributory pension systems.

Several structural reforms have been implemented in pension systems throughout Latin America.
The reforms carried out in Argentina, the Plurinational State of Bolivia, Chile and El Salvador between
2008 and 2017, in particular, have a common denominator: advancing the development of solidarity
mechanisms.'® Most of these reforms also strengthened the administration and public financing of
pension systems. The pension reform processes in the region reflect a new trend of a return to the
basic principles of social security systems, especially in countries that had previously gone the route
of purely fully funded systems.

These new trends are related both to the design of pension systems (new models and gender
mainstreaming) and changes in the main indicators of pension coverage (contributory and non-
contributory systems) in the region.

(a) Models and reforms: new trend towards public
and solidarity-based systems

Over the past 10 years, there have been new trends in the design and modification of pension systems
in the region. They reveal that the focus of proposals has shifted back to the principle of solidarity and
that the establishment of solidarity-based contributory and non-contributory mechanisms are key
elements for the development of pension systems. In addition, a common thread in the reforms has
been increased involvement of the State, both in the administration and financing of pension systems.

The left side of diagram IV.4 illustrates the trends observed in the 1980s and 1990s (influenced
by the Chilean reform of 1981), when pension systems adopted the fully funded model, primarily
managed by the private sector. The results of those and subsequent reforms of purely fully funded
and other pension systems alike indicate that there is now a tendency to promote greater solidarity
in pension systems, with the presence of the State to ensure sufficient coverage, sufficiency of
benefits and financial sustainability.

8 The parametric reform undertaken in Uruguay in 2008, details of which can be found in chapter IV, can also be included
in this group.
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B Diagram IV.4
Latin America: trends in pension system reforms, 1981-2017
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official information from the countries.

It is well documented that the fully funded pension system is more advantageous for men,
formal-sector workers in urban areas, employees with high incomes and stable jobs and those who
contributed for most of their working lives. The average pensioner in the countries of the region does
not fit this mould for many reasons, including: the high level of informality in the labour market (see
chapter I), the large proportion of unstable jobs with low density of contribution in the formal sector
and the rise in the number of women entering the workforce in recent decades, which should lead
to a surge in female primary pensioners in the region.

In this context, the pension system that is exclusively fully funded (substitutive model) is
clearly on the wane in the region. There is much doubt that a policy of concentrating the efforts of the
pension system exclusively on individual capacity to save is feasible or has the capacity to respond
to the region’s pension coverage needs and social protection demands (Gill, Packard and Yermo,
2005; ECLAC, 2006; Barr and Diamond, 2008; Mesa-Lago, 2008; Arenas de Mesa, 2010; Becker
and Mesa-Lago, 2013; Uthoff, 2016; Sojo, 2017).

Thus, three of the five countries that had adopted a substitutive fully funded model amended
their pension model or moved to a different one between 2008 and 2017. This is the case in Chile,
where an integrated model was implemented in 2008 and debate has been ongoing about a new
pension reform bill in 2017. Similarly, in the Plurinational State of Bolivia, which in 2008 had established
a non-contributory pension system with a universal approach (Renta Dignidad), carried out in 2010
a structural reform of the pension system, nationalizing the capitalization system and creating new
responsibilities for the State in the pension system. In El Salvador, too, the pension system was
reformed with the addition of a collective savings mechanism to the fully funded model in 2017 (see
diagram IV.5).
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B Diagram IV.5

Latin America (five countries): transition from pure fully funded pension systems to solidarity
schemes and public pension systems
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official information from the countries.

Note: FF.: Fully funded, PF: Public funding, CSF: Collective savings fund, NC: Non-contributory, SBG: Solidarity-based
guarantee account.

(b) Including the gender dimension in the design of pension system
reforms'®

The gender dimension was generally absent from the 11 structural reforms of pension systems in Latin
America between 1981 and 2008 (see table lll.1), the implicit assumption being that such reforms were
gender neutral (Arenas de Mesa and Montecinos, 1999). The evidence shows that the structural reforms
of pension systems have different effects on men and women. To address these gender-differentiated
impacts, the gender dimension must be incorporated in the design of pension reforms in lam.

In the above-mentioned structural reform processes, gender analysis was not sufficiently
extensive in government, academic and political spheres. This was due in part to the population’s
general lack of knowledge regarding how the new pension systems worked and the limited space
given during the twentieth century to the issue of gender equality in studies of those systems in Latin
America. In this century, efforts were made to compensate for the lack of attention to the gender
variable. While gender is being mainstreamed into discussions on pensions, progress is slow and
uneven (Arenas de Mesa and Gana, 2001; Bertranou, 2001; Birgin and Pautassi, 2001; Bertranou and
Arenas de Mesa, 2003; Marco, 2004 and 2016; Amarante, Colacce and Manzi, 2016; Arza, 2017).

Between 2008 and 2016, some of the parametric and structural reforms in the region included
the gender dimension and attempted to address gender inequalities which are particularly present in
the labour market or in the very design of the new pension systems. Some of these advances include:
(i) special benefits for women who opt for early retirement (Costa Rica in 2005), (ii) equal pension
rights of female domestic workers (Uruguay in 2006 and Chile in 2008); (iii) recognition of maternity
and of unpaid work through bonuses for each live-born child (Chile in 2008, Uruguay in 2008 and
the Plurinational State of Bolivia in 2010); recognition of the spouse or partner for pension rights
(Chile and Uruguay in 2008), and elimination of sex-differentiated mortality tables for the calculation
of benefits (Plurinational State of Bolivia in 2010 and El Salvador in 2017).

Gender equality in pension systems should be addressed in a comprehensive and multidisciplinary
manner. There are fiscal impacts of promoting pension systems that focus more on solidarity and

19 See a more in depth analysis of gender mainstreaming in pension systems in Latin America in chapter IV.
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incorporate the gender dimension, and these must be taken into account in the design of pension
reforms in order to achieve adequate coverage and ensure the financial sustainability of pension systems.

The gender dimension has cross-cutting effects, for example in the areas of coverage, benefits
and financial sustainability. Consequently, the equilibrium of pension systems (see diagram Il1.1)
also depends on the effective and comprehensive incorporation of the gender dimension in future
pension reforms in the region.

(c) Increase in contributory coverage (economically active population)
in pension systems in Latin America: 2000 and 2014

Pension system reforms require systematization and rigorous follow up —for example, with regard to
changes in levels of coverage— to address the lack of protection observed in most of Latin America.
Investing in information systems to track the effects of the reforms and the evolution of the key variables
of pension systems is crucial to the development of public policies for social protection in the region.

The coverage of the active population in contributory pension systems in Latin America, measured
as the proportion of the economically active population that makes contributions, increased from 36.9%
to 47.8% between 2000 and 2014 (see figure IV.1).20

B Figure IV

Latin America (18 countries)?: coverage of the economically active population,” 2000 and 2014
(Percentages)
B0

50_,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,L ,,,,,,,,,,,,,,,,,,,,,
QoA T
K R R

20------------ SO oo

2000 2014

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official information on the
economically active population from the respective countries and the Latin American and Caribbean Demographic Centre
(CELADE)-Population Division of ECLAC estimates and projections.

2 Weighted average for 18 countries: Argentina, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Costa Rica,
Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Plurinational
State of Bolivia and Uruguay.

b The total active workers contributing to social security over the economically active population.

The trend of coverage economically active population in the region between 2000 and 2014
establishes at least three precedents: (i) average coverage has increased despite the economic crises of
the past 15 years; (ii) given the rapid incorporation of contributors in the pension system, it will take half
a century for the region to attain average levels of coverage similar to that of Uruguay in 2014 (87.2%);
and (i) an estimated 142 million economically active people have no social security or are not covered
by contributory pension schemes. This explains, in part, the significant expansion of non-contributory
pension systems in the region over the past two decades.

20 Information on the coverage of the economically active population comes from administrative data provided by the
countries of the region.
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C. Current debates in the region on the sustainability
of pension systems

The functioning, design and sustainability of pension systems remains a topic for debate in the region.
The countries that are currently engaged in discussions regarding their pension systems include
Argentina, Brazil, Chile and Peru. Several alternatives are under discussion in Argentina; the electoral
timetable, however, makes progress with a pension reform bill in 2019 less likely. In the case of Peru,
the Ministry of Economic Affairs and Finance is leading a pension system reform commission that
has been examining several alternatives in depth, including the solidarity-based pension system of
Chile’s 2008 pension reforms.

In Chile itself, the pension reform bill proposes increasing the tax revenue contribution to
the solidarity-based pension system. Nevertheless, one central element in the bill is an increase in
the contribution rate that was initially intended for the fully funded system model. This model has
not been replicated in any other country in the region since Panama’s 2005 pension reform, which
instituted a mixed model that included a fully funded regime to supplement the pay-as-you-go pension
system. In Brazil, a bill for the parametric reform of the pension system that has passed the Chamber
of Deputies is under discussion. However, the proposed regulations, which included the possibility
of creating a fully funded mechanism in a supplementary bill, were withdrawn and postponed for
discussion under another bill.

The pension debates taking place in the Congresses of Brazil and Chile will be the scenario
that confirms the trend followed between 2008 and 2018 (public, solidarity-based systems) or a return
to models implemented in the region in the past; in other words, the strengthening or incorporation of
mechanisms for individual savings and private (or mixed) administration in pension systems. To date,
both initiatives have been modified as part of the discussions and negotiations in the corresponding
Chambers of Deputies. Legislative progress through the two countries’ Senates will be fundamental
in determining whether or not there will be a change in the regional trend identified above.

The debate on the sustainability of pension systems in the region is taking place against
a backdrop of low rates of growth: it is estimated that the region will post growth of no more than
0.5% in 2019 (ECLAC, 2019). Less fiscal space is also available and, because of economic and fiscal
restrictions, social spending (which accounts for the lion’s share of public spending) and, in particular,
the portion earmarked for pension systems could undergo adjustments in some countries. In that
context, it is essential to recall that the sustainability of pension systems is a comprehensive concept
that includes, in addition to financial sustainability, sufficiently broad coverage and adequate benefits.
Deficits in one or more of those areas can in general be expected to fuel keen debates within society
and lead to the implementation of pension system reforms.

Thus, the principal challenge for the sustainability of pension systems will be that of
implementing a comprehensive approach that, among other factors, upholds the principles of social
security and intergenerational solidarity. Those are basic elements for tackling inequality and ensuring
opportunities to benefit the most vulnerable sectors and those with the lowest incomes (young
people, women, independent or autonomous workers, rural sector workers, Afrodescendants and
indigenous populations) (ILO, 2018). Attaining that goal requires the adoption of public policies (in both
the fiscal and pension arenas) and special efforts for the continued development of comprehensive,
solidarity-based, effective and sustainable social protection systems in the region.
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D. Social protection and health systems

Access to health services is a key component of economic and social rights. To the extent that society
can guarantee all its members adequate care with regard to the vicissitudes of health, it can advance
towards the actual materialization of those rights and enforceable entitlement to them. Achieving this
gives citizens a stronger sense of protection and belonging to the community.

Health policies in Latin American and Caribbean countries are facing both emerging and older
challenges. As in the developed world, changes in the pattern of demand driven by demographic,
epidemiological and technological trends are raising new challenges. These shifts are making new
forms of health care and treatment both possible and necessary, thereby increasing health service
costs and the associated expenditures. The older challenges stem from the region’s long-standing
shortcomings in terms of equitable real access to timely and quality health services, lack of human
and financial resources, and problems of articulation between the different systems. The imperative of
moving towards universal provision of health services clearly places additional pressure on demand
and expenditure in the sector.

Health-care reform in the region has to pursue a twofold objective. First, it must strengthen
solidarity mechanisms designed to provide equitable access to health services to the whole population,
regardless of individual income or risk. Second, it must contain costs and allocate the scarce
resources available more efficiently, to optimize the response to the technological, demographic
and epidemiological changes that are unfolding in the region.

Policies that contribute to achieving these objectives include interventions in many aspects
of public policy, including those pertaining to the health sector (e.g., regulation of the pharmaceutical
industry and education on prevention and hygiene), along with public infrastructure, drinking water
and sanitation works, housing initiatives and others. Notwithstanding the undoubted importance of
these factors, the need to delineate the scope of the analysis has led to a particular focus in this
chapter on reforms to the organization of health-service financing and delivery.

From the point of view of financing, the proposal advanced in this chapter is to move towards
the integration of public systems and social security, in order to reduce the inequities that tend to
occur in segmented schemes and delink access to adequate services from the individual’s medical
risk and ability to pay. In terms of health-service organization, it is suggested that the financing and
service-delivery functions should be separated, based on service-contracting mechanisms that
provide incentives to use resources in a rational manner. The chapter will discuss the advantages of
establishing a set of priority health-care services, which would increase as a function of each country’s
financing capacity, in the framework of explicit, guaranteed and universal coverage. Consideration is
also given to policies for expanding primary care and adequately coordinating decentralized services,
with a view to improving coverage and access to health care.
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E. Health insurance*

Health-care coverage among older persons in Latin America varies greatly. In some countries,
coverage is almost universal or relatively close to it: in Uruguay about 100% (Rodriguez and Rossel,
2009), and in Argentina around 75% (MSAL, 2007) and in Brazil approximately 70%, covered in the
public system. In other countries, however, there is an egregious lack of protection in this domain.
In Paraguay, for example, over 80% of older people do not have health insurance (OISS, 2007).

Around 95% of retired and other pensioners aged 65 years or over were affiliated to a health
system in 2011. In most of the region’s countries, at least 90% of the pensioner population was covered
through a health insurance mechanism of some sort. Moreover, in countries with low coverage rates
at the start of the 2000 decade, such as Ecuador and El Salvador, substantial improvements were
made in this regard and coverage rose by over 15 percentage points to attain levels similar to those
of the other countries in the region. Nonetheless, some still have somewhat lower coverage rates,
such as the Dominican Republic (82.7%), Paraguay (83.8%) and Guatemala (68.4%) (see figure 1V.2).

B Figure IV.2
Latin America (14 countries): pensioners affiliated to health systems, around 2002 and 2011
(percentages)
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Source: Prepared by the authors on the basis of Economic Commission for Latin America and the Caribbean (ECLAC),
Social Panorama of Latin America, 2013 (LC/G.2580), Santiago, 2013. United Nations publication, Sales No. E.14.11.G.6.

aUrban areas.

From a regional perspective, as has happened in the other stages of the life cycle, there has
been a significant increase in health coverage for old age during the past decade. These achievements
are partly due to policies to expand the coverage of pension systems, both contributory and non-
contributory, and progress in guaranteeing social-security entitlements, which in many countries
include health insurance.

Moreover, the expansion of health coverage (both for the people covered by pensions and for
those who are not, or those who receive non-contributory pensions) also reflects the efforts made by
several Latin American countries, as described in earlier chapters (Explicit Health Guarantees (GES)

* Authors F. Filgueira and C. Rossel.
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in Chile, the Basic Plan of Action in Brazil, Popular Insurance in Mexico, the Integrated National Health
System in Uruguay). Although they do not always include specific old-age packages, or care in the
case of the catastrophic diseases?’ that are typical of this stage of the life cycle, explicit guarantees
seem to be a reasonable way to improve coverage.

Together with these policies, some countries have established special conditions for incorporating
older people without health coverage into basic benefit schemes. In Uruguay, for example, retirees
and pensioners were gradually incorporated into the Integrated National Health System (SNIS),22
thereby making it possible to guarantee health-care rights for people receiving very small retirement
or other pensions who had no health-care coverage for that reason.

Guaranteed entitlements however, are not equivalent to access to the services in practice
(Huenchuan, 2009b). This happens in all stages of the life cycle, but it is particularly important
in old age, when the demand for care increases and economic resources dwindle. To facilitate
access, some countries (such as Chile since 2006 for the public system) have made very important
changes, including the elimination of co-payments for certain services.

Apart from these changes in health-coverage access conditions, specialized policies have
been introduced for old-age health care and the ageing process (Huenchuan, 2009b). Progress has
been made in promoting healthy ageing at various levels (an example in Chile is the Older Adult
Preventive Medical Examination (EMPAM)), and also in building human resource capabilities to
provide health care to older people.

Several countries have also put mechanisms in place to guarantee access to essential medicines
(the REMEDIAR programme, in Argentina, is an example of this) and inoculations (Huenchuan, 2004).
Healthy physical environments and, in particular, the elimination of physical barriers in urban areas and
transport have also started to appear on the policy agenda in several countries (Huenchuan, 2004).

Lastly, the region has various initiatives on specialized care for older people in health systems,
examples being the Older Adult Health Policy in Chile, and the National Active Ageing and Health
Programme in Argentina.

21 For example, cost-free old-age medical insurance in the Plurinational State of Bolivia and the Compulsory Health Plan
in Colombia.
22 |Law 18731.
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The non-contributory pillar

Source:
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and labour inclusion: Lessons from Latin America and the Caribbean
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Introduction

Non-contributory social protection (or “social assistance”) takes the form of a series of transfers,
subsidies and public services chiefly targeting those living in extreme poverty, poverty or vulnerable
situations. The receipt of non-contributory social protection benefits is therefore not dependent
on prior contributions made through deductions from wages and participation in the formal job
market. Programmes are funded through the general budget, under the principle of solidarity, using
resources from direct or indirect taxation, from public companies or, in the case of the poorest
countries, from international cooperation.

Chapter V describes and discusses three types of non-contributory social protection
programmes that have been central to poverty eradication strategies in the region’s countries in
recent years: conditional cash transfer programmes, social pensions, and labour and productive
inclusion programmes.
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A. An overview of conditional cash transfer programmes
in Latin America and the Caribbean

CCT programmes have a common basic structure, which consists of providing monetary (and sometimes
non-monetary) resources to families with children and adolescents (and, to a lesser extent, to families
with youth members or persons of other age groups) living in poverty or extreme poverty, on the condition
that they fulfil certain commitments with regard to education (primary and secondary school enrolment
and attendance), health (vaccination schedule for infants and antenatal and postnatal check-ups for
women) and nutrition (Cecchini and Madariaga, 2011)." Although they have common characteristics,
CCT programmes reflect specific institutional trajectories in each country in terms of public policy and
the political economy of social sector reform (Cecchini and Martinez, 2011). As a result, across Latin
America and the Caribbean these programmes differ considerably in key parameters such as the benefits
they offer (cash and in-kind transfers, psychosocial support and follow-up for families, complementary
programmes, and so on), the modality of delivery, the existence and severity of sanctions, operational
management and inter-institutional linkages (Cecchini and Madariaga, 2011).

In view of the great variety of programmes, and particularly of conditionalities, Cecchini and
Martinez (2011) propose a classification of CCTs into three types: (i) income transfer programmes with
soft conditionalities, inspired by Brazil’s Bolsa Familia; (ii) programmes that foster demand (for health
and education services) with strong conditionalities, inspired by Oportunidades (formerly Progresa)
in Mexico; and (iii) systems or networks of coordinated programmes with conditionalities, along the
lines of Solidarity Chile.

In income transfer programmes with soft conditionalities, the cash transfer is considered
a right and the health- and education-related conditions part of the reinforcement of access to
that right. The main objective of demand-building programmes with strong conditionalities is to
promote human development of the population living in poverty, which in practice means increasing
their use of public education and health services by removing access barriers. The third type of
programme —systems or networks of coordinated schemes with conditionalities—consists of linking
up mechanisms intended to ensure access to benefits offered by different specific programmes in
order to create an inclusion floor.

Social development ministries or their equivalents are the main entities responsible for
executing CCTs and they have become more engaged over time. Other institutions that are heavily
involved are sectoral ministries (such as ministries of health, education and labour), presidential or
vice-presidential offices, social investment funds and subnational institutions (see figure V.1).

Since their beginnings, CCTs have offered a doorway into social protection for millions of
Latin America and Caribbean families living in poverty and extreme poverty who, thanks to these
transfers, have been able to maintain basic levels of consumption (see box V.1) and obtain better
access to social services. The greatest expansion of these programmes in the region occurred in the
second half of the 2000s. Between 2000 and 2005, the number of programmes in place rose from
6 to 20, and today the region has more than 30 active schemes in place (see table V.1).

1 Although families with children are the main target population, some programmes have also included families without
children. One example is Mexico’s Education, Health and Food (Progresa) programme, which has included poor families
without children since its inception in 1997. In Brazil, through the benefit for ending extreme poverty, since 2013 the
Bolsa Familia programme has included extremely poor families without children (in 2017, this meant those with per
capita monthly incomes of under 85 reais, or around US$ 27).
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B Figure V.1

Latin America and the Caribbean (21 countries): institutional structure of conditional cash
transfer programmes and responsible and executing agencies, 2017
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Source: Prepared by the authors, on the basis of S. Cecchini and B. Atuesta, “Conditional cash transfer programmes in
Latin America and the Caribbean: coverage and investment trends”, Social Policy series, No. 224 (LC/TS.2017/40), Santiago,
Economic Commission for Latin America and the Caribbean (ECLAC), 2017; Economic Commission for Latin America and
the Caribbean (ECLAC), Non-contributory Social Protection Programmes in Latin America and the Caribbean Database
[online] https://dds.cepal.org/bpsnc/cct.

Bl Box V.1
Raising consumption among families living in poverty

One of the criticisms levelled at CCT programmes is that, at best, they may encourage “inclusion by consumption”.
Campello and Gentili (2017) offer an interesting critique of this view, on the basis of the experience of Brazil over recent
years. These authors argue that the possibility of acquiring consumer goods, such as a refrigerator or washing machine,
or of gaining access to basic infrastructure, such as drinking water, sanitation and electricity, should be seen as an
expression of basic rights and a minimum standard of citizenship for broad contingents of the population. They propose
that access to such goods and services is no peripheral dimension of inequality. What for much of the population is
a consumer good is for the poorest a “non-right”, an often structural limitation on their development opportunities.
What for some is just another form of diversified access to a broad range of comfort and well-being, to others is a
fundamental part of basic opportunities, whose absence denies fundamental rights and even the possibility of a life
that is decent and safe. For example, having a refrigerator means being able to store food properly, plan purchases
of perishable products and reduce the likelihood of iliness from damaged food. Thus, it has to do with families’ food
security and savings possibilities. Having a washing machine frees up a significant part of the time spent on domestic
chores, especially for women.
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Box V.1 (concluded)

The data from Brazil in relation to the broadening of cash transfers to poor households speak volumes: between
2002 and 2015, the percentage of households in the first income quintile with a refrigerator rose from 44.1% to 91.2% and
those with a washing machine from 5.4% to 28.9%. In that period, the gap between the first and the fifth income quintiles
with respect to ownership of a refrigerator or freezer narrowed from 43.2 percentage points to just 7 percentage points.
Source: Prepared by the authors, on the basis of T. Campello and P. Gentili, “As mdltiplas faces da desigualdade”, Faces da

desigualdade no Brasil: um olhar sobre os que ficam para tras, T. Campello (coord.), Brasilia, Latin American Faculty of Social
Sciences (FLACSQ)/Latin American Social Sciences Council (CLACSO), 2017.

B Table V.1

Latin America and the Caribbean (20 countries): conditional cash transfer programmes
by country, 2017

Country Name S;ir;'r?g
Argentina Universal Child Allowance for Social Protection (AUH) 2009
Porteiia Citizenship programme 2005
Belize Building Opportunities for Our Social Transformation (BOOST) 2011
Bolivia (Plurinational State of) Juancito Pinto Grant 2006
Juana Azurduy Mother-and-Child Grant 2009
Brazil Bolsa Familia 2003
Bolsa Verde 2011
Child Labour Eradication Programme (PETI) 1996
Chile Solidarity Chile® 2002
Security and Opportunities Subsystem (Ethical Family Income) 2012
Colombia More Families in Action 2001
Unidos Network 2007
Costa Rica Avancemos 2006
Dominican Republic Progressing with Solidarity 2012
Ecuador Human Development Grant (BDH) 2003
Zero Malnutrition 2011
El Salvador Support for Solidarity in Communities (PACSES) 2005
Guatemala My Secure Grant 2012
Haiti Ti Manman Cheri 2012
Honduras Better Life Grant 2010
Jamaica Programme of Advancement through Health and Education (PATH) 2001
Mexico Prospera (formerly Progresa and Oportunidades) 2014
Panama Opportunities Network 2006
Grant for Food Purchase programme 2005
Paraguay Tekopora 2005
Abrazo 2005
Peru National Programme of Direct Support for the Poorest (Juntos) 2005
Trinidad and Tobago Targeted Conditional Cash Transfer Programme (TCCTP) 2005
Uruguay Family Allowances—Equity Plan 2008
Uruguay Social Card 2006

Source: Prepared by the authors, on the basis of Economic Commission for Latin America and the Caribbean (ECLAC),
Non-contributory Social Protection Programmes in Latin America and the Caribbean Database [online] https:/dds.cepal.
org/bpsnc/cct.

aThe start date refers to the programme currently in place. However, in several cases the current programmes were preceded
by other conditional transfer schemes. See a list of concluded programmes in Cecchini and Atuesta (2017).

b Although the main programme in Chile since 2012 has been the Security and Opportunities Subsystem (Ethical Family
Income), in 2017 there were still some families in the Solidarity Chile programme.

The coverage of CCT programmes expanded from 3.6% of the region’s population in 2000 to
14.6% in 2005, and peaked in 2010, when those living in households receiving assistance from this
type of programme came to represent 22.6% of the region’s population. Since then, coverage has fallen
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and data for 2017 show that CCTs cover 20.7% of the total population in the region, corresponding
to 133.5 million people living in 30.2 million households. Spending on these programmes was around
0.37% of regional GDP in 2017, or US$ 148 per capita (see figure V.2).

B Figure V.2

Latin America and the Caribbean (20 countries): individuals in recipient households of CCT
programmes and public spending on CCTs, 1996-2017
(Percentages of the total population and percentages of GDP)
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Source: Prepared by the authors, on the basis of S. Cecchini and B. Atuesta, “Conditional cash transfer programmes in
Latin America and the Caribbean: coverage and investment trends”, Social Policy series, No. 224 (LC/TS.2017/40), Santiago,
Economic Commission for Latin America and the Caribbean (ECLAC), 2017; Economic Commission for Latin America and
the Caribbean (ECLAC), Non-contributory Social Protection Programmes in Latin America and the Caribbean Database
[online] https://dds.cepal.org/bpsnc/cct.

Despite the broad coverage achieved by CCT programmes, a large part of the population
still lives in poverty and lacks coverage, and this proportion has increased in the past few years.
Comparison of the number of people living in recipient households of CCT programmes with the
population living in monetary poverty shows that the coverage of the poor population rose at the
regional level between 2002 and 2014, then fell again as a result of two simultaneous occurrences: a
fall in the number of programme recipients (mainly in Brazil, Colombia and Guatemala between 2014
and 2017) and a rise in the number of poor (see figure V.3). Furthermore, in 2015, although the number
of individuals living in recipient households of CCTs matched or exceeded the total poor population
in 4 of 18 countries analysed, in the other 14 countries this was not the case, with the proportion
varying between 7.5% (Haiti) and 84.2% (Dominican Republic) (Cecchini and Atuesta, 2017).
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B Figure V.3
Latin America and the Caribbean (20 countries): individuals in recipient households of CCTs,
2002-20172
(Percentages of the poor population)
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Source: Prepared by the authors, on the basis of Economic Commission for Latin America and the Caribbean (ECLAC),
Non-contributory Social Protection Programmes in Latin America and the Caribbean Database [online] https://dds.cepal.
org/bpsnc/cct; Social Panorama of Latin America, 2017 (LC/PUB.2018/1-P), Santiago, 2018.

a Does not take into account errors of inclusion (non-poor families that receive transfers) and exclusion (poor families that
do not receive transfers).

In many countries, the monetary benefits provided under CCT programmes are small in relation
both to the poverty line and to the income shortfall of those living in poverty (the gap between their
autonomous income and the poverty line), which means that receiving the transfer is not enough
by itself to lift these households out of poverty. Figure V.4 shows, for example, that the monthly per
capita monetary transfer received by poor households varies from 2.9% (in the Plurinational State
of Bolivia) to 38.6% (in Uruguay) of their income deficit. A consequence of this is that programmes
tend to do more to reduce the severity and depth of poverty (which are more sensitive to changes in
the lowest part of the income distribution) than to reduce poverty overall. The greatest achievements
occur in countries where programmes are broader in scope and transfer amounts are larger, as in
Argentina, Brazil and Uruguay (Cecchini, Villatoro and Mancero, 2019). Where both coverage and
amounts are more modest, programmes have little appreciable effect, at least on the incidence of
monetary poverty (Cecchini and Madariaga, 2011; Cruces and Gasparini, 2013; Veras, 2009)
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Beyond the effect on monetary poverty, CCT programmes have also had positive impacts
on access by the poor to school and health services. In education, the effects are seen in general
in higher enrolment rates and better school attendance; in health, in higher coverage of growth
monitoring for children, preventive check-ups and vaccinations. Positive impacts are also seen in
learning outcomes and in the health and nutritional status of participating children, which depends,
to a great extent on the quality and coverage of public health-care services (ECLAC, 2016d).

B Figure V.4

Latin America (12 countries): monthly per capita amount of CCTs with respect to the income
deficit of the poor population, on the basis of household surveys, around 20172
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Source: Prepared by the authors, on the basis of S. Cecchini, P. Villatoro and X. Mancero, “El impacto de las transferencias
monetarias no contributivas sobre la pobreza en América Latina y el Caribe”, 2019, unpublished.

2The indicator relates the amount of the average monthly per capita transfer received by households to the average per
capita income gap of the poor measured by the poverty threshold of the Economic Commission for Latin America and the
Caribbean (ECLAC), on the basis of the household income before transfers.

For example, in Colombia, participation in the Families in Action programme boosts the
probability of completing secondary school by between 4 and 8 percentage points (Baez and
Camacho, 2011) and raises standardized test scores in mathematics (Garcia and others, 2012). In
Mexico, the Oportunidades programme has helped to reduce gender gaps in secondary school
enrolment, especially in rural areas (Parker, 2003), and to raise enrolment and progression rates
among indigenous students (Escobar and Gonzéalez, 2002b and 2009). Rasella and others (2013)
also found that Brazil’'s Bolsa Familia programme was a contributor to lowering mortality rates in
children under age 5 by 17% between 2004 and 2009, thanks to its effect on poverty-rated causes
of death, such as malnutrition and dysentery.
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B. Social pensions and labour inclusion

Introduction

Social pensions are cash transfers provided by the State to older persons or persons with disabilities,
and to others who have not been engaged with the formal labour market or have not contributed
enough during their working life. They are intended to ensure coverage of basic needs through
income transfer and, in some cases, to facilitate access to health services and food. Their provision
is subject to age requirements, degree of disability and poverty status.?

In a region with high levels of informality and advanced population ageing, social pensions
play a key role in providing basic income security for older persons and persons with disabilities,
because they compensate for the limited coverage of contributory pensions and help to strengthen
social protection floors (ECLAC, 2018). In other words, social pensions ensure a source of income
for people who did not achieve full labour inclusion during their working life, whether because they
worked in the informal sector of the economy, because their working trajectory was unstable or
broken, because they face labour inclusion barriers owing to a disability, because they suffer a degree
of disability that does not permit them to work or for other reasons.

This chapter briefly describes the history of these programmes in the region and analyses
the data available on the effects of social pensions on the labour inclusion status of recipients and
family members living with them. These non-contributory social protection programmes can have
effects on decisions regarding labour market engagement, so consideration must be given to the
information on possible incentives or disincentives to labour inclusion, of both the individuals receiving
the transfers and their family members.

1. Trends in social pensions in Latin America
and the Caribbean

Since the start of the new millennium, considerable growth has been seen in social pensions,
whose number has more than doubled, from 15 in 2000 to 34 in 2017 (see figure .1 and table IV.1).
This is not only a function of greater fiscal resources generated during an economic boom —which
enabled countries to address the limited coverage of contributory systems and the rapid population
ageing— but also of social pressures for better protection for vulnerable populations and a political
context in which the region’s governments afforded priority to social development objectives and
the consolidation of a rights-based agenda (Abramo, 2016; ECLAC, 2018; Oliveri, 2016; Rofman,
Apella and Vezza, 2013).

However, social pensions are not a novelty in the region. In Latin America, the first non-
contributory pensions for old age and disability were launched in Uruguay in 1919 and non-contributory
pensions were later created in Argentina (1948), Brazil (1971), Costa Rica (1974) and Chile (1975)
(Bertranou, Solorio and van Ginneken, 2002). Among the social pensions now in operation in the
Caribbean, Guyana’s dates from 1944 and those of the Bahamas and Bermuda from the 1960s.

According to data from administrative records inventoried for the Database of non-contributory

social protection programmes in Latin America and the Caribbean of the Economic Commission for
2 In some cases, recipients of social pensions are not selected by poverty status, but on the basis of a more universalist
rationale (albeit with certain restrictions based on residence or nationality). The Renta Dignidad basic old-age pension
in the Plurinational State of Bolivia and the food pension in Mexico City are two examples of pensions with a more
universal rationale.
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Latin America and the Caribbean (ECLAC),3the coverage of social pensions in the region increased from
11.7% of those aged 60 and over in 2000 (5 million people) to 25.1% in 2017 (19.3 million).*However,
the uptrend was reversed in 2015, when coverage began to fall. In 2017, regional average public social

spending on pensions for older persons represented 0.65% of GDP (see figure V.5).

B Table V.2
Latin America and the Caribbean (26 countries): social pensions, 2017
Country Name Starting year?
Antigua and Barbuda 0Old-age Assistance Programme 1993
People’s Benefit Programme 2009
Argentina Non-contributory pension programme 1948
Universal Pension for Older Adults 2016
Bahamas 0ld-age Non-contributory Pension 1972
Invalidity Assistance 1972
Barbados Non-contributory Old-age Pension 1982
Belize Non-contributory Pension Program 2003
Bermuda Non-contributory Pension 1970
Bolivia (Plurinational State of) Renta Dignidad Universal Old-age Pension 2008
Solidarity Income programme 2013
Brazil Continuous Benefit Programme 1996
Rural Pension 1993
Chile Basic Solidarity Pension 2008
Colombia Colombia Mayor programme 2012
Costa Rica Non-contributory Scheme for Basic Pensions 1974
Cuba Social Assistance Regime 1979
Ecuador Pension for Older Adults and Pension for Persons 2003
with Disabilities (Human Development Grant)
El Salvador Nuestros Mayores Derechos 2011
Guatemala Older Adult Economic Contribution Programme 2005
Guyana 0ld Age Pension 1944
Jamaica Programme of Advancement through Health and Education (PATH)? 2002
Mexico Older Adults Pension 2007
Food pension for persons over age 68 residing in Mexico City 2001
Panama Guardian Angel Programme 2013
Special Cash Transfers Programme for Older Adults (120 at 65) 2009
Paraguay Food pension for older adults living in poverty 2009
Peru “Pension 65” National Solidarity Assistance Programme 2011
National Programme of Non-contributory Pensions for Persons 2017
with Severe Disabilities Living in Poverty (CONTIGO)
Saint Kitts and Nevis Non-contributory Assistance Pension 1998
Saint Vincent and the Grenadines Non-contributory Assistance Age Pension 1998
Trinidad and Tobago Senior Citizens’ Pension 2001
Uruguay Non-contributory old-age and invalidity pensions 1919
Venezuela (Bolivarian Republic of)  Gran Mision en Amor Mayor 2011

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

a20lder persons and persons with disabilities may be eligible for two of the four transfers provided underPATH: the health
grant and the basic benefit.

3 See Economic Commission for Latin America and the Caribbean (ECLAC), Database of non-contributory social
protection programmes in Latin America and the Caribbean [online] https://dds.cepal.org/bpsnc/sp.

4 According to data from household surveys in eight countries of the region (Chile, Costa Rica, Ecuador, Mexico, Panama,
Paraguay, Peru and Plurinational State of Bolivia), the weighted average figure of coverage for persons aged over 65
around 2015 was 40.4% (ECLAC, 2017).
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B Figure V.5

Latin America and the Caribbean (26 countries): social pensions coverage of the population aged
60 years and over and social public spending on social pensions for older persons, 1995-20172
(Percentages of the population aged 60 and over and percentages of GDP)
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Source: Prepared by the authors, on the basis of Economic Commission for Latin America and the Caribbean (ECLAC),
Database of non-contributory social protection programmes in Latin America and the Caribbean [online] https://dds.cepal.
org/bpsnc/sp.

aThe countries are: Antigua and Barbuda, Argentina, Bahamas, Barbados, Belize, Bermuda, Bolivarian Republic of Venezuela,
Brazil, Chile, Colombia, Costa Rica, Cuba, Ecuador, El Salvador, Guatemala, Guyana, Jamaica, Mexico, Panama, Paraguay,
Peru, Plurinational State of Bolivia, Saint Kitts and Nevis, Saint Vincent and the Grenadines, Trinidad and Tobago, and Uruguay.

Social pensions coverage of persons with disabilities has grown steadily, having risen from
2.1% in 2000 (1.5 million people) to 6.4% in 2017 (4.5 million). In 2017, the regional average social
public spending on pensions for persons with disabilities came to 0.28% of GDP (see figure V.6).
Coverage and public spending is highly uneven among the countries of the region, however, both
for older persons and for persons with disabilities.

In 2017, the social pensions with the most extensive coverage in absolute terms in the region
were Brazil’s Rural Pension and its Continuous Benefit Programme, which together covered 11.4
million older persons or persons with disabilities, and Mexico’s Older Adults Pension, set up in
2007, which covered 5.1 million persons over the age of 65. These were followed by the Colombia
Mayor programme, with 1.5 million recipients, the Renta Dignidad Universal Old-age Pension in the
Plurinational State of Bolivia and the non-contributory pension programme in Argentina, with around
1 million each.

With respect to the institutional structure of social pensions currently in operation, although
ministries of social development are the main bodies responsible for them, implementation falls
mainly to social insurance and security institutions (see figure V.7).
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B Figure V.6

Latin America and the Caribbean (12 countries): social pensions coverage of persons with
disabilities and public spending on social pensions for persons with disabilities, 1995-20172
(Millions of persons and percentages of GDP)
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Source: Prepared by the authors, on the basis of Economic Commission for Latin America and the Caribbean (ECLAC),
Database of non-contributory social protection programmes in Latin America and the Caribbean [online] https://dds.cepal.
org/bpsnc/sp.

a2The countries are: Argentina, Barbados, Bermuda, Brazil, Chile, Costa Rica, Cuba, Ecuador, Panama, Peru, Saint Kitts
and Nevis, and Uruguay.

B Figure V.7

Latin America and the Caribbean (26 countries): institutional structure of social pensions in
operation, by responsible and executing agency, 20172
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Source: Prepared by the authors, on the basis of Economic Commission for Latin America and the Caribbean (ECLAC),
Database of non-contributory social protection programmes in Latin America and the Caribbean [online] https://dds.cepal.
org/bpsnc/sp.

aThe countries are: Antigua and Barbuda, Argentina, Bahamas, Barbados, Belize, Bermuda, Bolivarian Republic of Venezuela,
Brazil, Chile, Colombia, Costa Rica, Cuba, Ecuador, El Salvador, Guatemala, Guyana, Jamaica, Mexico, Panama, Paraguay,
Peru, Plurinational State of Bolivia, Saint Kitts and Nevis, Saint Vincent and the Grenadines, Trinidad and Tobago, and Uruguay..
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Ministries of social development are responsible for 32% of the social pensions analysed. An
example is the Older Adults Pension in Ecuador, a monthly transfer of US$ 50 run by the Ministry of
Economic and Social Inclusion (MIES). Ministries of labour are responsible for 18% of the programmes
under way (the Colombia Mayor programme, the Old Age Pension in Guyana and the Non-contributory
Assistance Pension in Saint Kitts and Nevis, among others) and ministries of economic affairs are
responsible for 15% (the Non-contributory Pension in Bermuda and the Non-contributory Assistance
Age Pension in Saint Vincent and the Grenadines, among others).

With respect to execution, 44% of social pensions are provided through social security
institutions, for example Renta Dignidad in the Plurinational State of Bolivia and the Continuous
Benefit Programme and Rural Pension in Brazil. Ministries of social development implement 21%
of social pensions, as in the case of the “Pension 65” National Solidarity Assistance Programme in
Peru and the non-contributory pension programme in Argentina.

Of the 34 social pensions for old age, disability or both existing in 26 of the region’s countries, 15
(44%) offer benefits for both old age and disability, 14 (41%) only for old age and 5 (15%) only for disability.

Social pensions can also target other population groups. For example, Argentina’s non-
contributory pension programme includes women with at least seven children and persons covered
by special legislation, while the Cuba’s Social Assistance Regime offers coverage for women on
unpaid leave to care for a child with iliness or disability, orphans aged 17 who are studying, families
who were financially reliant on a deceased worker, families of young people called up to military
services who provided some or all of the family income, workers undergoing long-term treatments
and pensioners with dependent family members.

Although the most common age for access to social pension schemes for older persons is
65, eligibility varies from age 54 (for women in the Colombia Mayor programme) to 75 (in the case
of the Non-contributory Assistance Age Pension of Saint Vincent and the Grenadines). The age of
eligibility for a pension is usually lower in the case of disability. In the Peru’s National Programme of
Non-contributory Pensions for Persons with Severe Disabilities Living in Poverty (CONTIGO), pensions
are available to those under 65, including children. The age of eligibility is 16 in the Bahamas and Saint
Kitts and Nevis and 18 in Barbados and Bermuda. Under Chile’s Basic Solidarity Pension, eligibility
for the old-age pension begins at 65, and for the disability pension at 18. The Continuous Benefit
Programme has an eligibility age of 65 for old age, and no limit for persons with disabilities. Other
common eligibility conditions in pensions for older persons and persons with disabilities include
poverty or vulnerability (which is income-based or means tested) and place of residence. Pensions
for persons with disabilities should ideally not have age limits and, in particular, should guarantee
the well-being of children with disabilities. Cash transfers are necessary, for example, to cover the
opportunity costs of care provided by family members of working age who are obliged to fully or
partially forgo paid work in order to assist the person with disabilities.

Generally speaking, the monthly sums transferred under social pensions for older persons
are the same as those for persons with disabilities. Exceptions include the Non-contributory Scheme
for Basic Pensions in Costa Rica, where the amount of the disability pension exceeds the old-age
pension. As well as monetary transfers, in some cases —such as the Nuestros Mayores Derechos
programme in El Salvador and the “120 at 65” scheme in Panama— recipients also have access
to health and nutrition services, literacy projects and cultural and recreational activities. The Social
Assistance Regime of Cuba includes in-kind assistance, in the form of food and medicines.

As set forth in Social Panorama of Latin America, 2017 (ECLAC, 2018), the amounts involved in
social pensions are much lower than payments provided under contributory pensions. For example,
around 2015, social pensions represented between 12.1% and 38.5% of the respective national
minimum wages and less than a quarter of contributory pensions in Ecuador, Mexico, Panama,
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Paraguay, Peru and the Plurinational State of Bolivia, and less than 40% in Chile and Costa Rica.
However, the amounts transferred are often more than those of CCT programmes and in several
countries equal or exceed the income deficit of the poor population (Cecchini, Villatoro and Mancero,

2019) (see figure V.8).

Although the transfer amount may not always be enough, social pensions have been
particularly important in providing some degree of income security for the most disadvantaged social
groups.5Unlike the situation with contributory pensions, the social pensions coverage is greater
among women than men, among the poorest than those with most resources and among those in
rural areas than those in urban areas (see figure V.9).

B Figure V.8

Latin America (12 countries): monthly per capita amount of social pensions with respect to
the income deficit of the poor population, on the basis of household surveys, 20172
(Percentages of the income deficit)
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Source: Prepared by the authors, on the basis of S. Cecchini, P. Villatoro and X. Mancero, “El impacto de las transferencias
monetarias no contributivas sobre la pobreza en América Latina y el Caribe”, 2019, unpublished.

2The indicator relates the amount of the average monthly per capita transfer received by households to the average per
capita income gap of the poor measured by the poverty threshold of the Economic Commission for Latin America and the
Caribbean (ECLAC), on the basis of the household income before transfers.

b Data refer to 2015.
¢ Data refer to 2016.

In view of the high female participation in the informal labour market and unpaid domestic
and care work, the expansion of social pensions has been especially important for increasing the
coverage of women, who have lower probabilities than men of receiving a contributory pension in
old age and are more vulnerable to poverty (ECLAC, 2012, 2013 and 2018). For example, 56% of
the 1.5 million older persons covered by the Colombia Mayor programme are women (Fedesarrollo/
Fundacién Saldarriaga Concha, 2015).

5 Inthe case of Colombia Mayor, 76% of recipients report that the pension covers some of their needs, while approximately
10% report that it covers most of their needs (DNP, 2016).
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B Grafico V.9

Latin America (8 countries): receipt of contributory and non-contributory pensions among
persons aged 65 or over, by sex, income quintile and area of residence, around 20152
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Social pensions have also enabled the expansion of social protection coverage to old age in
rural areas and among indigenous peoples. For example, Brazil’s Rural Pension covers around 90%
of the rural population, although barely 5% of the rural employed population contributes to social
security (Bosch, Melguizo and Pagés, 2013). In Paraguay, the Food pension for older adults living
in poverty was extended in 2012 to all older persons belonging to an indigenous group, without the
need for means-testing.

With regard to the impact on well-being and living standards, it has been found that the rise
in income as a result of a social pension translates into higher spending and consumption, especially
in food. According to Galiani, Gertler and Bando (2017), consumption by recipients of the “Pension
65” National Solidarity Assistance Programme in Peru rose by some 40%, mainly in foodstuffs (67%).
Galiani, Gertler and Bando (2014) found that recipients of the Older Adults Pension in Mexico used
71% of their transfer to finance higher household consumption (54% of which went to food). In the
case of the universal solidarity benefit “Bonosol” (the forerunner of Renta Dignidad) in the Plurinational
State of Bolivia, Martinez (2004) found a consumption effect of over 1.5 times the amount of the
transfer in rural areas, owing to increased purchases of agricultural inputs and livestock.

The positive effects of social pensions on well-being can also extend to the entire family group,
which often includes working-age adults and children.® Many older persons devote the income from
the social pension to helping other family members and supporting consumption. This provides them
with a sense of autonomy and “usefulness”: by becoming a source of income again they cease to
feel like a “burden” to other family members.

The information available also shows that social pensions make an important contribution,
though an uneven one from one country to another, to poverty reduction among older persons and

6 Galiani, Gertler and Bando (2014) found that almost all those aged over 70 in rural areas of Mexico lived with their
children and other relatives.
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their families (Rossel and Filgueira, 2015; ECLAC, 2018).” In the case of Chile, Joubert and Todd
(2011) found, for example, that the introduction of the Basic Solidarity Pension led to a reduction in
poverty in old age and an improvement in pension savings and income levels among women, which
helped to reduce the gender gap in pension benefits. In some cases, social pensions have also
helped to reduce inequality at the national level. This occurred in Brazil, where Medeiros, Britto and
Veras-Soares (2008) found that the Continuous Benefit Programme produced a 7% reduction in the
Gini coefficient between 1995 and 2004.

Non-contributory pensions can also benefit older persons in the health sphere. For example,
Peru’s “Pension 65” and Mexico’s Older Adults Pension have been found to lead to improvements
both in mental health, as shown by lower scores on the Geriatric Depression Scale (Galiani and
Gertler, 2016; Galiani, Gertler and Bando, 2017), and in physical health and in the composition of the
consumption basket, in terms of either quantity or variety of products (Escaffi, Andrade and Maguifia,
2014). Borrella-Mas, Bosch and Sartarelli (2016) also found an increase in the probability of spending
on medicine upon receipt of the Renta Dignidad Universal Old-age Pension. Behrman and others
(2011) suggest that, between 2006 and 2009, the transfers under the Basic Solidarity Pension in Chile
also led to arise in health spending and improvements in the health status reported by participants,
by comparison with the control group, as well as lower alcohol consumption.

However, the possibility that the implementation of non-contributory pensions affects labour
behaviour and saving by the working-age population given the expectation of receiving a social pension
in the future gives grounds for concern. The argument is that workers could decide to contribute less
to social security systems, knowing they can fall back on non-contributory regimes to finance their
old age (Bosch, Melguizo and Pagés, 2013; Rofman and Oliveri, 2011). Although this discussion is still
ongoing and there is insufficient evidence on the matter, evidently the risk of informalization would
be especially high if the transfer received under a non-contributory regime came close to matching
the amount received from a contributory pension which —as noted earlier— is not the case in the
countries of the region (ECLAC, 2018).8

Be this as it may, programmes must be designed to avoid potential incentives to skip contributions
to the contributory pillars. Pension systems need to be designed to create incentives to increase
participation by those who have the capacity to contribute while offering social protection to those
who do not (ECLAC, 2017). The provision of social pensions should also ideally be complemented
with the creation and expansion of care services and support for persons with disabilities. This would
contribute to the redistribution of unpaid work, increase women'’s participation in the labour market
and help to reduce poverty and inequality (ECLAC, 2012).

There follows a review of the empirical information available on the relationship between
social pensions and the following two factors: (i) labour and productive inclusion of older persons
and the working-age household members who live with them, and (i) child labour.

7 See Bertranou and Grushka (2002) for Argentina; Schwarzer and Querino (2002), Medeiros, Britto and Veras-Soares
(2008) and Barrientos (2003) for Brazil; Behrman and others (2011), Joubert and Todd (2011), Ministry of Social
Development Social (2017) for Chile; Duran-Valverde (2002) for Costa Rica; Martinez, Pérez and Tejerina (2015) for
El Salvador; Galiani and Gertler (2016) for Peru; Martinez (2004), Escobar, Martinez and Mendizabal (2013), Hernani-
Limarino and Mena (2015) and Borrella-Mas, Bosch and Sartarelli (2016) for the Plurinational State of Bolivia; Bertranou,
Solorio and van Ginneken (2002) for Uruguay; and Dethier, Pestieau and Ali (2010) for 18 Latin American countries.

8 In the case of Brazil, Medeiros, Britto and Veras-Soares (2008) found no evidence that the Continuous Benefit
Programme had led to lower social security contributions. On the basis of data from the national household survey
(PNAD), they observed that between 1992 and 2005 the proportion of informal employed contributing to social security
rose from 6% to 11% and contributions by independent workers living in households below the poverty line rose from
2% to 4.5%. Under the Constitution, the value of the transfer of the Continuous Benefit Programme corresponds to the
minimum wage.
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C. Labour and productive inclusion programmes

Introduction

Exclusion from the labour market and employment in low-productivity sectors —in poorly paid jobs
that do not provide access to social protection— are an especially worrisome aspect of the cycle
of reproduction of poverty and inequality. In recent years, the countries of the region have been
introducing an increasing number of labour and productive inclusion programmes as it has become
clear that cash transfers to families with children or older adults alone cannot break the vicious cycle
of poverty and that not all working-age adults are equally at risk of unemployment or have the same
opportunities for obtaining decent work, even during upswings in the business cycle (Rossel and
Filgueira, 2015).°

This chapter presents an analysis of social programmes designed to promote the labour
and productive inclusion of working-age young people and adults who are living in poverty or
vulnerability, by providing them with links to the labour market and promoting autonomous forms of
income generation and the development of productive activities.'° These programmes are generally
executed by labour and social development ministries or implemented on an intersectoral basis (e.g.
in conjunction with education ministries or national training institutes or services) (ECLAC/ILO, 2014)
Their chief aim is to provide gateways to the labour market and to ensure that those gateways stay
open by introducing measures that will help to improve working conditions and boost labour incomes.
This is no small challenge, given the region’s shortcomings in terms of education and technical and
vocational training, the scarcity of employment opportunities —especially in certain territories— and
existing gender and ethnic/racial gaps and barriers (ECLAC/OAS/ILO, 2011; ECLAC, 2016a).

Labour and productive inclusion programmes are an explicit response to the pledge made in the
2030 Agenda for Sustainable Development to “leave no one behind” and specifically to target 8.3". of
Sustainable Development Goal 8 (Promote sustained, inclusive and sustainable economic growth, full
and productive employment and decent work for all), which characterizes decent work as one of the
best routes out of poverty. These programmes should therefore focus on opening up access to types
of employment that afford social protection in the formal labour market and to means of generating
adequate levels of income both now and in the future (ECLAC, 2016b).

According to the information shown in table Ill.A1.1, which is drawn from the Database on
Non-Contributory Social Protection Programmes in Latin America and the Caribbean, as of December
2017 there were 72 labour and productive inclusion programmes under way in 21 countries of the

9 Numerous programmes are also run by non-governmental organizations and private foundations, and policies that
support family farming and economic solidarity initiatives play an important role, but a systematic compilation of
information on all of these efforts exceeds the scope of this book. In addition, although some countries of the region
have developed integrated rural or urban labour and productive inclusion strategies during the period under review,
such as Brazil’'s Plan sem Miséria (Brazil without Poverty Plan) (Campello, Falcdo and Da Costa, 2015), this analysis
focuses at the programme level, as these programmes are more widespread and their impact has been assessed.

10 |In some cases, there are overlaps with programmes discussed in chapter Il because some conditional cash transfer
(CCT) programmes also provide labour and productive inclusion services directly to the members of their target groups.
Examples include the Prospera programme in Mexico, the Programme of Support for Solidarity in Communities in
El Salvador or Progressing with Solidarity in the Dominican Republic. Other CCT programmes include labour and
productive inclusion initiatives as supplementary areas of action.

" Target 8.3: “Promote development-oriented policies that support productive activities, decent job creation,
entrepreneurship, creativity and innovation, and encourage the formalization and growth of micro-, small and medium-
sized enterprises, including through access to financial services”. The promotion of decent work as a core element
of poverty eradication efforts did not figure as such in the Millennium Declaration of 2000 that gave rise to the
Millennium Development Goals. But in 2003, el Director-General of the International Labour Organization presented a
report at the ninety-first session of the International Labour Conference entitled “Working Out of Poverty” (ILO, 2003).
Then, at the High-level Plenary Meeting of the General Assembly at its sixtieth session, that idea was echoed in the
outcome document of the 2005 World Summit (World Summit, 2005) and, in 2008, it was incorporated into Millennium
Development Goal 1 (Eradicate extreme poverty and hunger) as a new target (target 1B: full and productive employment
and decent work for all, including women and young people), thereby giving voice to the internationally acknowledged
fact that decent work is an essential factor in the eradication of poverty (Abramo, 2015; ECLAC, 2009).
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region.'? Unlike the situation with regard to conditional cash transfer (CCT) programmes and social
pensions, the number of participants in labour and productive inclusion programmes and the amount
spent on them annually cannot be reliably estimated because the available data are insufficient.'

The actions pursued under by these programmes can be classified on the basis of the
typology depicted in diagram V.1, with the first-order division being between supply-side and demand-
side programmes. The former focus on technical and vocational training and remedial primary
and, especially, secondary education courses for poor or at-risk adults. The latter concentrate on
supporting independent forms of employment by providing microcredit, promoting self-employment
and entrepreneurship and on promoting direct and indirect job creation.'* The linkage of supply
and demand is then accomplished with the help of labour intermediation and placement services
(ECLAC/OAS/ILO, 2011).15

Of the 72 programmes analysed, 30 focus on a single area while the other 42 encompass
between two and five different types of actions. No programme covers all six of the spheres of activity
included in the typology (see figure V.10). A majority of the programmes (47) deal with technical and
vocational training, and 33 support independent forms of employment.'® Most of the countries in the
region are working to provide programmes that meet the specific needs of population groups that
are faced with a variety of entry barriers to the labour market, such as women and female heads of
household, rural and urban groups, persons with disabilities and others.

B Diagram V.1
Typology of labour and productive inclusion programmes

Labour and productive inclusion

Supply-side support Demand-side support
Technical
: Labour Support for . . . .
vocational education  IMermediation independent  EZEY  NCERIE
training services work?

Source: Economic Commission for Latin America and the Caribbean/International Labour Organization (ECLAC/ILO),
“Conditional transfer programmes and the labour market”, Employment Situation in Latin America and the Caribbean, No.
10 (LC/L.3815), Santiago, 2014.

2The support provided for inderdependent work often includes training, which is a supply-side measure.

12 Although an effort is made to ensure that the database (see [online] https:/dds.cepal.org/bpsnc/Ipi) is as complete
as possible, there may be other programmes, particularly subnational programmes, that have not been included. This
chapter is based on the information that was available as of December 2017. Any changes that were made in the
programmes and institutions working in this area after that date are not covered.

3 In a recent ECLAC study (2019) on six countries of the region (Argentina, Chile, Colombia, Costa Rica, Mexico and
Uruguay), it was estimated that average public expenditure on labour market policies amounted to 0.45% of GDP
in 2016. The programmes covered by that estimate were not all necessarily serving poor and at-risk sectors of the
population, and some of them were “passive” policies, such as unemployment insurance.

14 The category of support for independent forms of employment can also include credit assistance programmes for
family farms (e.g. Brazil’'s National Programme for Strengthening Family Farming (PRONAF)) or public procurement
programmes designed to achieve the same end (e.g. Brazil’'s Food Purchasing Programme). These initiatives have made
a valuable contribution to income generation and to the development of the rural production sector.

15 |abour intermediation services include labour market information systems. This information is not always available,
however, because there are multiple providers and because integrated labour information systems are not always in
place (Gontero and Zambrano, 2018).

16 Given the slack demand for workers in the formal sector of the economy, in addition to skills-building for employment
within corporate structures, training courses also often provide training in the skills needed to work independently as
another option for productive inclusion.
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B Figure V.10

Latin America and the Caribbean (21 countries): components of labour and productive
inclusion programmes, 20172
(Numbers of programmes and percentages)

A. Components

Indirect job creation 10 (13.9%)
Direct job creation 11 (15.3%)
Remedial education and school 16 (22.2%)

retention programmes

Labour intermediation programmes 21 (29.2%)

Support for independent work 33 (45.8%)

Technical and vocational training 47 (65.3%)

B. Number of components per programme

5 1(1.4%)

4 6 (8.3%)

3 9 (12.5%)

2 26 (36.1%)

1 30 (41.7%)

Source: Prepared by the authors, on the basis of Economic Commission for Latin America and the Caribbean (ECLAC),
Non-contributory Social Protection Programmes in Latin America and the Caribbean Database [online] https:/dds.ECLAC.
org/bpsnc/Ipi.

aArgentina, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador,
Guatemala, Haiti Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Plurinational State of Bolivia, Trinidad
and Tobago, and Uruguay.

As for the institutional framework for labour and productive inclusion programmes (see
figure V.11), labour ministries are usually both the responsible and executing agencies, but social
development ministries are increasingly involved in the implementation of these initiatives. Currently,
labour ministries, secretariats or departments are the responsible agency for 31% of the programmes
currently under way and are the executing agency for 32%; examples include the More and Better
Work for Young People programme in Argentina and Mexico’s Employment Support Programme.
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Social development ministries are the responsible agency for 19% of labour and productive
inclusion programmes —including the Human Development Credit initiative in Ecuador, Youths with
Prospera of Mexico and the “Uruguay Works” programme— while 11% are run by social investment
funds —such as the Economic and Social Assistance Fund (FAES) of Haiti and Chile’s Solidarity and
Social Investment Fund (FOSIS), which is in charge of four programmes. Another 8% are run by other
types of institutions —e.g. the Foundation for Women’s Promotion and Development (PRODEMU) in
Chile and the National Apprenticeship Service (SENA) in Colombia. Presidential or vice-presidential
offices are the responsible agency for another 10% of the ongoing programmes (e.g. the Jdvenes con
Todo of El Salvador and the Gran Misidn Saber y Trabajo of the Bolivarian Republic of Venezuela).

B Figure V.11

Latin America and the Caribbean (21 countries): institutional structure of labour and
productive inclusion programmes, responsible and executing agencies, 2000-20172
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Source: Prepared by the authors, on the basis of Economic Commission for Latin America and the Caribbean (ECLAC),
Non-contributory Social Protection Programmes in Latin America and the Caribbean Database [online] https:/dds.ECLAC.
org/bpsnc/Ipi.

aArgentina, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador,
Guatemala, Haiti, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Plurinational State of Bolivia, Trinidad
and Tobago, and Uruguay.
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Ministries of social development or their equivalent also play an important role in the
implementation of labour and productive inclusion programmes, as they are in charge of 21% of
these initiatives, including the National Programme for the Promotion of Access to the World of
Work (Acessuas Trabalho) and the National Youth Inclusion Programme (ProJovem) in Brazil and
Tenonderéd in Paraguay, while 19% of these programmes are run jointly by two or more agencies
or ministries, as in the case of the National Programme for Access to Technical Education and
Employment (PRONATEC) in Brazil, the Godfather Entrepreneur Programme of Panama and the
Gran Misidn Ribas in the Bolivarian Republic of Venezuela. Social investment funds execute 13% of
these programmes, as in the case of Solidarity in Communities of El Salvador, which is run by the
Social Investment Fund for Local Development (FISDL), and the rural income diversification and food
security programme Haku Wifiay/Noa Jayatai, which is run by the Cooperation for Social Development
Fund (FONCODES) of Peru.!”

7 For more detailed information on the lead and executing agencies for ongoing and completed labour and productive
inclusion programmes, see table Ill.A1.7 in the annex.
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Introduction

As ECLAC has previously stated, employment is the key to equality, personal development and
economic growth. Productive, good quality jobs and decent work are central elements for inclusive
social development and a vital mechanism for forging autonomy, personal dignity and the exercise
of citizenship. Labour market regulation —which refers to the protection of workers’ individual
and collective rights— plays a central role in promoting decent work. However, in a region where
employment in the formal sector is scarce and the difficulties in increasing its availability are
numerous and deep-seated, labour market regulation is an area that has not been fully explored
in discussions of social protection.

Chapter VI underscores the importance of decent work as a response to the challenges
of poverty and exclusion, and it analyses the institutional framework for labour regulation as a
component of social protection.’

1 In connection with this issue, see also section I.B, on labour market regulation, in issue No. 5 of this digital collection,

J. Weller (comp.) “Empleo en América Latina y el Caribe: textos seleccionados 2006-2017”, Select pages of ECLAC
(LC/M.2017/4), Santiago, Economic Commission for Latin America and the Caribbean (ECLAC), November 2017.
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P art I L. Abramo, S. Cecchini and B. Morales (2019), Social programmes, poverty eradication

and labour inclusion: lessons from Latin America and the Caribbean; A, pp. 24-28.

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

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

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

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

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

In Latin America, poverty and income inequality declined between 2002 and 2014 (see figure
VI.1). The economic growth and job creation driven by booming commodity prices were not the only
factors that made this possible. The political context was another driver. The governments of the
region placed a high priority on social development objectives, increased public social investment
(thanks to the increase in public revenues) and promoted public policies designed to expand the
reach of social protection schemes with the hope of one day achieving universal coverage, together
with proactive redistributive and inclusive social and labour policies.

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

B Figure VI1
Latin America: extreme poverty, poverty and Gini coefficients, 2002-20172
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Social Panorama of Latin America, 2018
(LC/PUB.2019/3-P), Santiago, 2019.

a20n the basis of data for the following countries: Argentina, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Costa
Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Plurinational State of Bolivia and Uruguay. The figures given for extreme poverty and poverty (based on income levels as
estimated by ECLAC) are weighted averages. The Gini coefficients are simple averages.

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

A number of countries took steps to provide greater social protection to workers of both sexes
and to promote their labour rights, which led to an expansion of the percentage of the population
covered by unemployment insurance in the event of illness or accidents and the right to an end-of-
year bonus, paid time off and severance pay. Progress was also made in lengthening maternity leave
and introducing or extending paternity and parental leave (ECLAC, 2016a, 2016b and 2016d; ECLAC/

1 While labour income did rise in real terms, the average level of such income for women (4.1 times the poverty line around
2013) continues to be significantly lower than it is for men (5.6 times the poverty line around 2013) (ECLAC, 2016b).

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

In the past few years, however, poverty and extreme poverty levels have begun to climb again
in the regionwide figures. This is primarily a reflection of a deterioration of the situation in the Bolivarian
Republic of Venezuela and Brazil, however, as poverty and extreme poverty continued to decline in
most of the countries (ECLAC, 2018a). The region also suffered a setback on the labour front, as its
GDP shrank in both 2015 and 2016. For example, the regionwide open urban unemployment rate rose
from 6.9% in 2014 to 9.3% in 2017 and 2018. The sharpest increase in unemployment was seen in
Brazil, where the rate for the country’s 20 metropolitan areas jumped from 7.8% in 2014 to 14.2% in
2018 (ECLAC, 2018b).2 The rate of reduction in income inequality has also slowed, with 2017 levels
standing at much the same point as they had in 2014.

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

Initiatives and strategies are therefore needed to ensure that the most disadvantaged sectors
of the population are covered by the various social policies and programmes that are in place and to
ensure that those policies and programmes encompass the diversity of the sectors of the population
(in terms of sex, age, ethnicity or racial identity, disability, geographical location and other aspects)
whose integration into formal employment they are seeking to promote. This —together with the
implementation of macroeconomic, productive and sectoral policies that will help to spur quality job
creation (ECLAC, 2016a and 2016b)— is what will put the region’s populations on a sustainable path
that will lead them out of poverty and away from inequality. Promoting decent work for the unemployed
and for wage earners and self-employed persons —both men and women and both urban and rural
residents— remains a key tool for putting an end to poverty and reducing inequality (ECLAC, 2016d).

3 The Preliminary Overview of the Economies of Latin America and the Caribbean, 2017 (ECLAC, 2018b) does not give an
unemployment rate for the Bolivarian Republic of Venezuela.
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B. Labour market regulation and social protection:
institutional challenges*

Introduction?

This chapter analyses the institutional framework of labour regulations as a component of social
protection —in other words as the set of rules and actions designed to protect decent work and
enable social protection to be provided for workers and their dependants.

It starts by discussing the role of labour regulations and the proposals and measures aimed
at making the region’s labour markets more flexible (through the deregulation of the 1980s and
1990s); and it also considers their negative effects on job quality and the increasing lack of protection
and rising poverty. This has enhanced the perceived value of labour regulations as components of
social protection, and the design of active policies to improve the functioning of labour markets and
strengthen productive participation in them.

The second section analyses the scope of the relationship between labour regulations as
components of social protection. The third part puts forward an analytical proposal based on the
role played by labour standards in protecting workers against a set of risks that arise during the
life cycle —in the pre-active phase, during workforce participation and in old age. Specific labour
regulations are identified for each stage and each risk identified.

1. Labour regulations and flexibility in Latin America®

Labour market regulations, and compliance with them, are decisive for enabling labour relations to
develop under conditions of freedom, equality, security and human dignity. These are the attributes
on which the ILO bases its definition of decent work; and they serve as a reference for establishing
international standards in this area.

In recent decades, the role and effectiveness of such regulations has been questioned in the
region —particularly in the 1990s, in the belief that economic liberalization processes undertaken
to facilitate international financial flows and goods and services trade presupposed greater wage
flexibility and labour mobility (World Bank, 1995).

* Author: Mario Velasquez.

4 This chapter is based on the document Regulacion del mercado de trabajo y proteccion social en paises de América
Latina, authored by Mario Velasquez with collaboration from Fabiana Pierre and Matias Salces, Research Assistants in
the Social Development Division of ECLAC (see Velasquez, 2016).

5 This study only refers to paid employment and its regulations. Unpaid work —in other words, the production of goods
and services by household members, for which there is no market valuation but which contributes to family and social
welfare— is excluded from the analysis. Some of these activities are related to the family’s own needs, such as caring
for children and adults, cooking, gardening and maintaining the home, or caring for other people, such as friends who
are visiting or relatives who live outside the home.
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In order to help countries restructure and adjust as they opened up to greater competition
and integrated deeper into the global economy, it was considered necessary to amend regulations on
individual and collective labour relations, as well as those governing the social contributions and other
taxes levied on wages. These were thought to produce negative effects by favouring individuals with
good jobs at the expense of the unemployed and workers in the informal economy. Labour market
flexibility was seen as a key factor for the success of reforms that aimed to foster growth in the region.®

Vega Ruiz (2005) found that 11 out of 17 Latin American countries analysed had implemented
labour reforms that enhanced flexibility between 1990 and 2005. The most profound reforms were
undertaken in Argentina and Peru; and four other countries (Brazil, Colombia, Ecuador and Panama)
also made significant, but less wide-ranging, changes. Five other countries (the Bolivarian Republic
of Venezuela, Chile,” the Dominican Republic, Guatemala and Nicaragua) introduced reforms on a
smaller scale.

The reforms were complemented by changes in contributory social protection policies. One of
the areas prioritized under this approach was the pensions system (see chapter 1V), in which the World
Bank encouraged privatization and the creation of a multi-pillar system that would include a compulsory
savings-plan component, financed entirely by contributors and managed by private firms (World Bank,
1994). The expectation was that this type of system would encourage economic growth and development
of the capital and investment markets. This, in turn, would boost productive employment, which was
seen a sine qua non for the development of contributory social security systems.

Fraile (2009) argues that socio-labour policies of this type seldom produced the expected
results. More flexible labour markets, the decentralization of collective bargaining, the privatization of
pensions and the growing importance of the market in the provision of social welfare, often spawned
greater informality and inequalities and undermined social protection, without stimulating employment.

The behaviour of the labour market did not improve significantly after the reforms, so the
expectation that liberalization would increase the demand for labour was not fulfilled (Berg, Ernst
and Auer, 2006). Moreover, labour instability increased in the region during the 1990s, as the average
time spent in a job dropped to 7.6 years by the end of the decade, compared to 10.5 years in the
countries of the Organization for Economic Cooperation and Development (OECD) (Tokman, 2007).

Wages were also highly flexible in Latin America between 1980 and 2000; and their share
in gross domestic product (GDP) fell by 13 percentage points between 1990 and 2005 across the
region as a whole (IILS, 2008).

The open unemployment rate fluctuated, albeit around a rising trend, especially after the
economic crises that were a periodic feature of the second half of the 1990s. The main problem was
the poor quality of the jobs created. Between 1990 and 2003, six out of ten employed persons worked
in the informal economy; and only five out of ten new employees paid social security contributions
(ILO, 2004). Thus, the labour flexibility measures did not seem to be effective in reducing informality.

When considering labour market trends, it was not surprising that the privatization of pension
systems failed to expand social-security coverage as anticipated. By 2002, coverage, measured
as the percentage of the labour force that were active contributors, had declined in the 12 Latin
American countries that had started to renew their pension systems in the 1980s (Mesa-Lago, 2004).
This experience also showed that precarious and unstable employment jeopardize workers’ ability
to accumulate sufficient contributions to qualify for a minimum pension at retirement.

6 See Lora and Pagés (1997); Edwards and Lustig (1997); Heckman and Pagés (2000 and 2004); Kuczynski and Williamson
(2003); Singh and others (2005), cited by Fraile (2009).

7 In Chile, the changes were made before the period covered by the cited study, in particular through the Plan Laboral of
1979. Since 1990, democratic governments have gradually changed some of the latter’s provisions.
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By the end of the period reviewed, scant progress had been made in reducing poverty and
income inequality in Latin America. Poverty retreated from 48.3% in 1990 to 44% in 2002, but was
still above 40.5% in 1980. In absolute terms, however, the number of people living below the poverty
line had grown by 120 million since 1980 (ECLAC, 2009). Meanwhile, income inequality intensified
in the 1990s, when it was well above the international average.

The experience described above highlights the importance of labour regulations as a
fundamental component of social protection. In fact, the deregulation of labour standards as a way
to increase labour market flexibility fostered the spread of precarious jobs. This affected the potential
for increasing productivity associated with stable occupations and decent working conditions; and
it contributed to lower levels of social protection for workers and their dependants.

Labour flexibility has two dimensions: (i) the labour market; and (ii) labour as a factor of
production (Amadeo and Camargo, 1993). The first can be seen as the ability of the economy or
the labour market to return to an optimal equilibrium following an exogenous shock or changes
in conditions. It thus reflects the ease with which firms can adjust staffing levels, or how easily
workers to move from one segment of the market to another (external flexibility). It also refers to the
adaptation of work organization (internal flexibility), which includes the ability to perform various tasks,
the adjustment of pay and the redistribution of working hours, among other factors. The second
dimension, in contrast, refers to the adaptability of the workers themselves, which depends on the
suitability of their human capital and potential for productivity growth.

The types of flexibility indicated have significant interdependencies that need to be considered.
For example, in economies that have highly flexible wage and employment arrangements, time-limited
employment contracts tend to predominate, unemployment is more frequent, and wages tend to vary
widely over the cycle —all of which undermines job security and erodes job quality. Conversely, long-
term employment contracts contribute to productivity growth, either through promotion incentives
and good working conditions, or else through performance-based pecuniary incentives, supported
by training opportunities.

The foregoing discussion leads to two main conclusions. The first is that there is an optimal
desirable level of flexibility, which is certainly less than the maximum possible. Experience is eloquent
in this regard. Secondly, the optimal level of flexibilities requires a framework of labour regulations
that help labour markets function efficiently and promote decent work. Striking this balance requires
labour regulations that can protect the economic and social rights of workers when dealing with
change. This would ensure access to social protection against the risks faced by the worker, both
in active life and afterwards, which would also benefit his/her dependants before they themselves
enter labour markets.
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2. Labour market regulations and social protection

Social protection seeks to guarantee an income that makes it possible to maintain a minimum quality
of life, access social and social promotion services, and to universalize decent work. According to
Cecchini and Martinez (2011), three main components are needed to achieve these objectives: (i) non-
contributory social protection (social assistance); (ii) contributory social protection (social security);
and (jii) labour market regulation. The latter is understood as the set of regulations and standards
that aim to promote and protect decent work.

If labour market regulations are viewed as forming a component of social protection, the
protection of workers’ individual and collective rights can become a critical element in reducing
and mitigating the risks associated with the lack of decent work (Barrientos and Hulme, 2008). This
scarcity is characteristic of the region, and contributory and non-contributory social protection
policies seek to resolve it.

Nonetheless, labour market regulations in Latin America cover only part of the working-age
population, since informal employment is widespread and affects just under half of the population of
non-agricultural workers, as illustrated in figure VI.2.8 This constitutes a structural barrier to the effective
application of labour standards in the region and the scope of the protection derived from them.

B Figure V1.2

Latin America (14 countries): non-agricultural informal employment, 2009 and 2011-2015
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Source: International Labour Organization (ILO), 2016 Labour Review. Latin America and the Caribbean, Lima, ILO Regional
Office for Latin America and the Caribbean, 2016.

8 The report (ILO, 2014) refers to informal non-agricultural employment, which has specific features that need to be
analysed in detail. In Measuring Informality: A statistical manual on the informal sector and informal employment, 2013,
the ILO states: “Many countries exclude agricultural and related activities (ISIC, rev. 4, Section A; see UN, 2008c) from
the scope of statistics on the informal sector, but some include them. The 15th ICLS resolution recognized that, from a
conceptual standpoint, agricultural and related activities would be included in the scope of the informal sector if they
are carried out by household unincorporated enterprises and if they meet the criteria of the informal sector definition.
For practical data collection purposes, however, the 15th ICLS resolution (ILO, 1993a, paragraphs 16 and 20) provided
the option to exclude agricultural and related activities from the scope of informal sector surveys and to measure
them separately. The reasoning was that many developing countries have a large agricultural sector, mainly composed
of small, unregistered household unincorporated enterprises, and that the inclusion of such enterprises in informal
sector surveys would lead to a considerable expansion of survey operations and increase in costs. Moreover, many
national statistical offices already have an established system of agricultural surveys whose coverage includes (or can
be extended to include) household unincorporated enterprises engaged in agricultural and related activities. In terms
of concepts, definitions, classifications, survey content, questionnaire design, reference periods, sampling frames
and procedures, organization of field work, etc., agricultural surveys could be well suited to meeting the particular
requirements for measuring informal units carrying out agricultural and related activities.” That being said, while not all
rural activities are agricultural, most of them are rural.
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According to ILO (2016), the prevalence of informal employment declined from 50.1% of total
non-agricultural employment to 46.5% in 2009-2014, thanks to a benign economic scenario and the
implementation of a set of targeted policies in the region’s countries. Nonetheless, the trend reversed
in 2015 when the proportion rose again to 46.8%. This percentage was similar to that recorded in
2013 and means that at least 133 million workers were informal in 2015. As the slowdown in regional
economic growth has persisted (and some economies have actually shrunk), it is highly likely that
informal employment has spread further in 2016.

In terms of the characteristics of informal workers, ILO (2013) reports that 30.5% of informal
employment in 2013 corresponded to employers and self-employed workers, plus wage-earning
employees in unregistered informal production units. The latter have few workers, little capital
and a small scale of operations, which makes it difficult for them to achieve an adequate level of
productivity and sufficient production volumes. Another 11.4% were employees working in the
formal sector, mainly in situations of noncompliance with the regulations, ignorance of the law,
economic incapacity or institutional weakness. A third group consisted of workers employed
informally in the household sector (mostly domestic workers), representing 4.9% of total non-farm
employment in that year.

A breakdown of these statistics by occupational category (see table VI.1) shows that self-
employed workers have the highest rates of informality (82.3%), followed by domestic workers (77.5%)
and the employees of microenterprises with fewer than ten workers (58.6%). The latter is over four
times the proportion in firms with more than ten workers. These three categories account for 79%
of all informal workers in the countries of the region analysed.

Expanding opportunities for decent work increases the potential to reduce and mitigate
the risks and demands for social protection during workers’ lives, both in the active phase and in
retirement, and to protect their dependants.

B Table VI.1

Latin America (14 countries): rate and composition of non-agricultural informal employment
by occupational category, 2013

(percentages)
Occupational category e
Total 46,8 100
Wage-earners (including employers) 33,7 52,7
In the public sector 15,9 4,3
In private firms 32,9 38,1
with 1-10 workers 58,6 27,8
with more than 10 workers 14,4 9,4
In households 775 10,3
Own-account workers 82,3 40,9
Auxiliary family workers 100 53
Others 96,7 1,1

Source: International Labour Organization (ILO), Measuring Informality: A Statistical Manual on the Informal Sector and
Informal Employment, Geneva, 2013.
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(a) Risks and labour regulations

In view of the stated role of labour regulations as a component of social protection, the following
paragraphs provide an approach to analysing them. First, it is argued that the link between labour
standards and protection is the employed worker. This is because application of the regulations
assumes the existence of an employment relationship and makes it possible to protect against certain
risks, which: (a) the workers themselves face; (b) their dependants face before they begin working
life; and (c) will enable workers to gain protection once they cease active life.

The proposed analysis recognizes the worker and the employment relationship as the channel
through which regulations become components of protection against certain risks that require an
adequate level of coverage. This is due to their potential effects on the development of decent work,
with respect to three related population groups defined in terms of the life cycle: (i) the workers
themselves; (i) their dependants; and (jii) those who leave the workforce.?

There are two main risks in this stage of the life cycle: lack of protection for the newborn baby
and child in his/her initial stages of development; and precarious labour market participation in the
form of child labour or unregulated forms of adolescent work.

With regard to the first situation, protection seeks to ensure conditions of well-being for
the unborn, newborn and child throughout his/her growth and development process. In this case,
the key labour regulations selected are those that establish pre-natal and post-natal rest periods,
leave for feeding and caring for children due to illness, and the entitlement créche services or other
alternatives with a similar purpose.

In terms of preventing precarious labour-market engagement, in both childhood and
adolescence, the relevant labour standards are mainly those that prohibit child labour and those that
regulate the work of adolescents, through the requirement to ensure appropriate working conditions
and attention to special cases.

here are three main areas of risk during working life: (i) the absence of employment contracts
as a minimum condition for protecting workers’ basic rights in the employment relationship; (ii)
impediments to exercising the right to organization and collective bargaining; and (jii) lack of coverage
against the risks of work-related accidents and occupational diseases, as well as the possibility of
being made redundant.

The main labour regulations that are germane to these risks are the requirement to formalize
the individual employment contract and thus recognize the basic obligations of this relationship in
terms of hours and days of work and rest, overtime, paid holidays, and the amount and periodicity
of pay. They also seek to specify reasons that could justify a rescission of the contract and the
consequences that may arise for the parties.

The basic issues regulated in an employment contract include ensuring that a minimum wage
is paid. The level of the minimum wage is determined according to the characteristics of each country
and aims to guarantee the right of every worker to a basic level of consumption and living standards,
irrespective of the work performed and the skill needed for it. It is also especially important to prevent
all employment discrimination based on gender, race or social status, or any other ground. This is

9 Social protection in the specified stages of the life cycle is not the exclusive preserve of labour standards and institutions.
For example, the coverage of health-related risks is not confined to the scope of work-related accidents or occupational
diseases, as happens with other common or chronic and disabling diseases that may also prevent work activity either
temporarily or permanently. In this case, the units of analysis are the health systems and the coverage they provide.
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most frequently expressed through wage differentials that do not reflect the functions performed or
the skill levels or work experience of those who perform them.

In the area of collective rights, labour regulations aim to guarantee the right of every worker
to organize for the purpose of upholding the rights specified in employment contracts and labour
regulations and those relating to working conditions. They also seek to make it easy to report non-
compliance and enable unions to represent their members in dealings with the employer, in order to
resolve the contingencies that naturally arise in the life of enterprises, and to improve them by taking
into account their contribution to the production process.

One of the essential functions of unions is to engage in collective bargaining with employers,
with the aim of establishing (in a collective agreement) work and employment conditions appropriate
the firms or activity sector in which they operate. These conditions include: (i) pay that rises in real
terms through time; (i) benefits associated with the attainment of goals; (iii) investments in job training;
(iv) internal promotion mechanisms, and (v) prevention and monitoring of working conditions.

A third area of interest for the analysis in this stage concerns the firm’s fulfiiment of its
responsibility to guarantee protection against the risk of workplace accidents and occupational
diseases and unemployment. In the first case, workers have the right to work in a safe environment;
and the employer has a duty to establish preventive or compensatory measures (monetary or services)
if such an event materializes. This is independent of the modality used, which may be a direct charge
or based on the purchase of insurance for the purpose.

In the case of redundancy risk, unless the employee breaches the employment contract, the
employer is usually required to pay compensation for dismissals without just cause, on bases that are
normally defined and regulated in the respective labour codes. Nonetheless, some countries have
unemployment insurance, which guarantees an income to workers during the period of unemployment
and supports them in their search for a new job. In such circumstances, the employer is required to
make contributions to protect against said event..

One of the main risks in old age is the absence, or insufficiency, of coverage provided by
social security systems (especially pensions and health) to protect income and general conditions
of well-being.

From the standpoint of labour regulations and their relationship with protection against old-
age risks, entitlement to protection is generally based on payments made to contributory systems
during working life. This is directly linked to an employment trajectory pursued under decent working
conditions. Otherwise, the protection required will depend on the conditions of access and adequacy
of the benefits provided by non-contributory systems.

Regardless of the type of system that provides the required protection, the coverage and
sufficiency of the benefits will always be conditional on their financial sustainability. Nonetheless,
the dimensions of coverage, sufficiency and sustainability need to be reconciled. If the first two are
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subordinated to sustainability, there is a greater risk of failing to cover the entire population that
requires protection, or that the benefits are not sufficient to alleviate poverty in old age.

Table V1.2 illustrates the analytical matrix developed from these considerations. It identifies the
main risks and the labour regulations selected to face them, in each stage of the life cycle. Nonetheless,
the mere existence of a standard is not a sufficient condition to guarantee the necessary protection,
absent the capacity to promote and oversee fulfiiment and to sanction eventual non-compliance.

Based on the legal-regulatory and organizational dimensions, the following paragraphs
analyse the situation prevailing in the region’s countries in terms of institutionalizing labour regulation
as a component of social protection, and its capacity to be held accountable for its objectives. This
analysis focuses on the promotion of compliance with labour standards, the monitoring of working
conditions and the application of penalties for non-compliance. These are three complementary
areas that enhance compliance with labour standards.

M Table VI.2

Analytical matrix of labour market regulation according to life-cycle risks
stages of Evaluation
the life Main risks Labour regulations Institutional capacity Strength of compliance Compliance
cycle measures (coverage)
Pre-active Lack of protection for Pre-natal and post- Ministry of Labour, Measures designed to Workers without

inform and educate the rights
population about labour
rights and duties

phase newborns and infants natal rest, leave

period and care

labour directorates,
superintendencies
and other entities
tasked with enforcing
labour regulations Scope and strength of

labour inspection actions

Application of sanctions
for non-compliance

Prevalence of
unprotected child and
adolescent labour

Proportion of
employees without a
employment contract

Non-compliance rate

Wage differences due
to discrimination

Proportion of
workers without
entitlement to
collective bargaining

Proportion of

Child and adolescent Prohibitions on child
labour labour and regulation
of adolescent labour

Labour- Absence of employment  Existence of specific
force contracts legislation
participation

Below-minimum wages

Wage and gender
discrimination

Impediments to
organization and
collective bargaining

Regulations on union
membership and the right
to collective bargaining

Workplace accidents Protection regulations

without coverage and institutions employees without
coverage
Unemployment Proportion of
without coverage employees without
coverage
0ld age Absence or Regulations on Percentage of

insufficient income

protection in old age

the retirement-
age population
without coverage

Source: Prepared by the authors.
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Introduction

In Latin American and Caribbean households, children, older persons, people with chronic ilinesses
and persons with disabilities are primarily cared for by women, who receive no pay in return.
In particular, the impact of this extra burden is felt more by women in lower-income brackets,
since they face greater demands for care while at the same time being more likely to have little
job security. The region must therefore make urgent progress with public care policies: with the
exception of a handful of countries, progress remains limited and social protection systems must
prioritize such policies.!

Chapter VII examines the issue of care, identifying it as a pillar of social protection and
exploring elements for policy design and the challenges of creating an institutional framework.

1 For further details on the topic of care, see issue No. 6 of this digital collection, N. Bidegain and C. Calderén
(comps.) “Los cuidados en América Latina y el Caribe. Textos seleccionados 2007-2018”, Select pages of ECLAC
(LC/M.2018/4), Santiago, Economic Commission for Latin America and the Caribbean (ECLAC), December 2018.
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A. The care, pillar of social protection*

Introduction’

Care is a social function, a public good and a basic right, without which it is impossible to conceive
of society’s existence and reproduction. It evokes the very concept of humanity at a fundamental
level: all of us have needed special care during our childhood and we will probably need it when we
reach old age, depending on our level of dependency. Moreover, persons who live with a disability
or face chronic or terminal ilinesses require care, either permanently or more intensively at certain
stages of their lives. Awareness of the fact that all people need care changes the perspective from
which social responsibilities and interdependency between individuals are analysed in terms of rights
and obligations (Tronto, 1993). Moreover, from the policy standpoint, it is fundamental to consider
care as a process in public actions of major impact in the private sphere and in social relations.

Careis a crucial issue for public policies and governments, since it constitutes a precondition
for sustainable social and economic development. The conditions under which it is provided are
fundamental, for example, to guarantee the comprehensive growth of children, as well as for dignified
aging. Another priority is to address the situation of persons who are responsible for providing home-
based care —a role that women generally play in societies that are still marked by a patriarchal
culture, an unbalanced gender division of labour and gender stereotypes about who should fulfil this
social function. It is culturally established as a responsibility falling on mothers, daughters, sisters,
grandmothers, aunts, daughters-in-law and female neighbours, among other family and social ties.
As women’s movements and feminist studies have emphasized, women often provide care at the
expense of their rights and their economic, political, and even physical autonomy. A major or total
workload of unpaid care reduces the possibility of undertaking paid employment and gaining access
to positions of power under equal conditions. In its most extreme form, it prevents women from
exercising their right to a life free of violence, which is closely linked to their economic autonomy.
Those who participate in paid care work —for example, paid domestic workers, nurses, educators
and caregivers— face more precarious working conditions, with less or no access to social security
and protection, lower wages and a higher probability of falling into poverty than those who participate
in other sectors of the economy (ECLAC, 2013a and 2016b). This panorama is exacerbated when
the interweaving of ethnic and racial inequalities and class are considered.?

Unpaid care work in households, in conjunction with minimal, zero or unequal participation
in paid employment, has individual consequences throughout a woman'’s life cycle. Nonetheless,
women remain unrecognized or unremunerated on a broader economic, political and social level,
and this situation also has consequences for the well-being of households and the persistence of
poverty (ECLAC, 2013a). Women assume the personal cost of a social function that is crucial for
guaranteeing the reproduction of societies, and even the sustainability of public policies, particularly

* Authors: Nieves Rico and Claudia Robles.

1 This chapter summarizes the key findings of the study titled Politicas de cuidado en América Latina: forjando la igualdad
(Rico and Robles, 2016) and new reflections by the authors included in ECLAC (2016a, 2016b and 2017a). The authors thank
Gwendoline Peltier for her assistance in systemizing care programmes and laws in Latin America.

2 Most women provide care directly or indirectly in their homes, often as their main or full-time activity. Nonetheless, care work
is also driven by other inequalities, apart from gender per se. Thus, poor women, indigenous women and Afrodescendants
are all over-represented in paid domestic work in nearly all countries of the region (Rico and Vaca-Trigo, 2016).
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social policies. This represents women’s major silent contribution to the economy and development
of their countries.?

Recognizing, valuing, redistributing and influencing the dynamics of care in Latin America is
an urgent priority within an agenda of human rights, gender and political and social sustainability.
Intervening in the way care is accessed and provided is a precondition for halting the intergenerational
transmission of poverty in households, guaranteeing universal social protection to all citizens, and
moving towards more egalitarian societies.

This chapter attempts to establish care policies as a crosscutting pillar of social protection.
It proposes a number of basic elements to be considered in the design of integrated care systems;
and it analyses the degree of progress made in their formulation and the challenges that their
implementation poses for social institutions in Latin American countries. The chapter closes with an
analysis of the implications and opportunities of applying an integrated approach to these policies
and fully incorporating them into social protection systems in the region, mainstreaming a gender-
equality approach in their design from the outset.

1. Care as a public good: elements for policy design

Care work is a social function that encompasses the series of activities, goods and relationships that
preserve people’s daily well-being in material, economic and emotional terms (ECLAC, 2013a, Marco
and Rico, 2013). It includes the provision of goods that are essential for life, such as food, shelter,
hygiene and accompaniment; as well as support and the transmission of knowledge, social values and
practices through the processes of upbringing (Razavi, 2012). It is based on “face to face” relationships
between those who receive care and those who provide it, whether paid or unpaid. Accordingly, care
policies must cover both the caregivers and those who require care services, including children, older
adults, and persons with disabilities or with a chronic or terminal illness that renders them dependent.*

In Latin America, the work of care provision is mostly done unpaid by women at home; the
growth of public care services remains limited. For example, the available regional evidence shows
that children up to three years of age are mostly cared for by women in households under eminently
family-based regimes of well-being and the dominant patriarchal system.®

This issue has emerged as a key public policy priority since the emergence of what has
been termed the “care crisis” (ECLAC, 2011), in other words the growing trend of a population
that is dependent on increasing care, with changing demands and needs, and a shrinking base of
unpaid caregivers, as women’s labour market participation intensifies (Rossel, 2016), without any
redistribution of this work within the household owing to men’s meagre participation.® This agenda
has also been consolidated as part of the social claims and human rights of the populations that
require care, including elderly or disabled persons in situations of dependency.

Viewing care as a public issue means reorienting the way this social function has traditionally
been conceived as the primary responsibility of families, and specifically of women. This calls into

8 According to the valuation and satellite accounts of unpaid work in households done in eight Latin American countries,
the economic contribution made by this category is equivalent to between 11.5% of GDP in Costa Rica (2011) and 18% in
Mexico (2014). Women'’s contribution to the total economic value of unpaid work is considerably greater than that of men,
representing between 70% (Peru) and 87% (Guatemala) of the total GDP-equivalent value of unpaid work (ECLAC, 2017a).

4 Care is defined here as support or direct assistance provided to persons with some degree of dependency, that is,
those who need some kind of support or assistance to carry out essential activities of daily life, such as eating, bathing,
dressing, moving about and travelling outside the home (Salvador, 2015).

5 See Berlinski and Schady (2015), who consider data for Brazil, Chile, Ecuador, Guatemala, Nicaragua and Uruguay, based
on the processing of several national surveys.

6 According to ECLAC (2011), the number of persons subject to moderate to severe dependency is set to double between
2000 and 2050.
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question the institutional bases that define who should assume the costs of social reproduction and
how the burden of care is distributed in societies. The fact that public policies have an undeniable
role in this process of change has at least three consequences.

First, it places its responsibility on other actors that extend beyond the family and include
the market and civil society; and it requires a new social covenant that explicitly gives the State the
role of guarantor in safeguarding the right to care (Pautassi, 2007). Within the family, it establishes
the need for co-responsibility between men and women. Secondly, it highlights the need to adopt
comprehensive and integrated measures on behalf of those who require care and those who provide
it. Third, it implies recognizing interconnections with other social policies, including those targeting
children and older adults, and also those relating to labour, health, education, social security and
social protection, and gender equality.

Thus, public care policies underpin the daily physical and emotional well-being of persons who
are subject to some level of dependency; and they intervene in the social organization of care, with the
aim of working towards substantive equality between men and women. These policies directly affect
the distribution of care responsibilities between the State, the market, families and communities; so
they also affect welfare regimes and the role of social protection in how they are organized.

Some of the dimensions that can be considered in their design, mainstreaming a rights and
gender approach in their institutional organization, are listed below.” Firstly, the care provided in
the home and outside it, whether paid or unpaid, and by diverse actors: individuals as members of
a family or household, mainly women, the private sector, the community and public care services.
Consideration should also be given to those who require and provide care, organized according
to the different degrees of dependency of the persons being cared for. Moreover, the instruments
considered must be structured according to the objectives to be safeguarded.® To that end, at least
four structural dimensions of policies, subsystems or comprehensive and integrated care systems
need to be defined: economic resources, time, services (Ellingsaeter, 1999; Pautassi, 2007) and
regulatory policies that define quality standards, and the labour regulations associated with their
development (Gascén and Redondo, 2014, Marco, 2014). Lastly, given their multidimensional nature,
these measures need to be articulated in an intersectoral and interagency manner, through policies
on health, education, gender equality, family, social security and employment, among others.

The resulting instruments are varied. Firstly, the economic resources allocated for this purpose
may include direct cash transfers to hire care services, or else to compensate unpaid caregivers for
their work, with the State playing a role in the payment of their social security contributions. Subsidies
could also be instituted for the supply of public and private care services.

Secondly, time-related policies refer to the mechanisms and regulations that allow caregivers
to take leave and have times for children and other family members in situations of dependency, with
protection for their employment conditions. These may include policies to reconcile work and family
care responsibilities, including those related to working hours and their flexibility as to times and
places of work, as well as parental leave. These basically correspond to the scope of employment
policies and the regulation of labour markets as elements of social protection; and, at the same time,
they can be actively promoted from the private sector.

7 According to ECLAC (2011), the number of persons subject to moderate to severe dependency is set to double between
2000 and 2050.

8  Forexample, Blofield and Martinez (2014) distinguish three types of policies to reconcile work and family life: (i) sequential,
associated with the protection of income and employment of caregivers (leave periods, employment flexibility and part-
time jobs); (ii) those that explicitly seek to shift responsibility for the provision of care away from families and women and
on to the State, by promoting the service sector; and (jii) policies that seek to regulate domestic employment.
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Thirdly, public services offer the most direct response to ensure that care can be accessed by
the individuals who require it. They may also include benefits for caregivers, such as respite services
that allow families with severely dependent members to receive home care, training and psychological
support, among other things. Lastly, the existence of standards and regulations governing how care
is provided, and the quality of employment in this sector, are also indicative of the role played by
the State in regulating, organizing and guaranteeing the right to care, even though it may actually
be provided by the private sector.

The following scheme proposes a menu of options for the design of policies and integrated
care systems. Two dimensions are combined: first, policies relating to time, financial resources,
services and the regulation of care; and, second, the application of these policies to the different
care populations, while mainstreaming a gender and a rights-based approach in their design (see
diagram VII.1).

B Diagram Vil
Components of an integrated care policy

Population requiring care Caregivers

Maternity, paternity,

parental and
care leave
Policies to balance

family-work life

Income transfers for Income transfers
the purpose of contracting ~—— for caregivers
care services . S
Recognition of pension rights

Day-care and
long-stay centres

Training
Home care
Tele-assistance Rest and support
programmes

Supervised housing

Employment and social
Quality standards Regulation and security regulation for
for care services inspection paid caregivers and
quality services

Source: M. N. Rico and C. Robles, “Politicas de cuidado en América Latina: forjando la igualdad”, Gender Affairs series,
No. 140 (LC/L.4226), Santiago, Economic Commission for Latin America and the Caribbean (ECLAC), September 2016.

The way care policies are designed and responsibilities are redistributed is not neutral from
the standpoint of gender equality and women’s autonomy. The policies can contribute to those
objectives through measures that encourage co-responsibility for care between men and women.
Parental leave arrangements that do not assign the responsibility and costs of reproduction and
care exclusively to women, or which guarantee universal access to public care services, could also
be included. Otherwise, care policies could have adverse effects on gender equality if their design
reinforces maternalistic orientations that place the primary responsibility on women (Blofield and
Martinez, 2014 and 2015). For example, it has been argued that paying direct cash transfers to those
who provide unpaid care, usually women, helps to reinforce the gender roles that perpetuate the
unequal distribution of work in the region (Matus and Vega, 2016). This would occur because the
transfers reaffirm the idea that care work can be recognized through a small cash benefit, without
guaranteed access to social security —far from the standards of decent work and quality employment,
and with no incentive for men to participate in this work. Moreover, care services that do not include
quality standards for employment in this sector, mostly undertaken by women in Latin America,
consolidate the job insecurity and social vulnerability from which they suffer.
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2. Integrated care policies as a pillar of social protection:
institutional challenges

As shown in diagram VII.1, there are multiple interrelationships between the potential instruments
of an integrated care policy and those that have traditionally been viewed as pertaining to social
protection. Other examples include the regulatory instruments of the labour market, which can
simultaneously perform functions such as employment, social protection and care policies, such as
those that establish a minimum wage or maximum working hours (ECLAC, 2016b). Moreover, the
mechanisms of pension recognition for female caregivers could include the set of non-contributory
social pensions that mainly benefit women in the region.® In other cases, programmes that are on
the border between employment and social protection policies could take account of the specific
vulnerability faced by unpaid caregivers. Examples are training programmes and labour intermediation
services that involve cash transfers for the purpose of hiring care services, thereby allowing women
to enter paid employment (ECLAC, 2016a).

An integrated care policy should be considered as a crosscutting pillar of social protection
(Rico, 2014), since care needs and practices embody social risks that can render the persons who
require or provide it highly vulnerable, by preventing them from exercising their social and economic
rights and exposing them to income insecurity and poverty. At one extreme are the elderly, persons with
disabilities or the terminally ill who, lacking economic resources or family care networks, and faced with
the fragmentation of social protection systems in the region, do not have access to social care services.
Families that use a large portion of their income to care for persons in situations of dependency also
fall into this category. At the other extreme is a very large proportion of women in Latin America who
provide care for diverse populations, without pay or social protection; and with severe restrictions on
their own participation in the labour market (Rico and Robles, 2016), given the time constraints, and
without social recognition for their work. According to data from the Economic Commission for Latin
America and the Caribbean (ECLAC) based on time-use surveys, women perform between 71% and
86% of all unpaid work needed by households (ECLAC, 2016b, p. 62). Moreover, between 12% and
66% of women between the ages of 20 and 59 years in Uruguay and El Salvador, respectively, are out
of the labour market for family reasons (ECLAC, 2016b, p. 60).

This context highlights the need for the pillar that constitutes a care policy and the social
protection system as a whole, to both explicitly mainstream gender equality in order to achieve
balanced and coherent integration between policy objectives, impacts and instruments.

Thus, a care policy forming part of social protection systems should consolidate certain
conditions. First, those who require care should receive it through quality services; access to care
in the market should not intensify poverty in the home; and care work should not create barriers to
education and employment under equal conditions between men and women. Second, care should
not imply exclusion from social security, threaten economic autonomy or consolidate vulnerability
among women caregivers; instead it should redistribute their burden.

With this social function in mind, care policies should be viewed from a comprehensive
perspective, since they require coordination between different sectors and social policy actors;
and they should deploy approaches and instruments to address the specifics of those who provide
and require care. The perspective should also be an integrated one, considering the simultaneous
operation of various instruments along with universal citizenship rights, rather than sectoral approaches
and attention to specific population groups. It should also uphold the principle of equality and non-
discrimination in a rights-based approach based on the mandate to take priority and positive actions
in favour of those who are in a situation of greatest vulnerability or clear disadvantage, such as women.

9 Areview of these pensions and their coverage can be found in Marco (2016).
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These postulates merge with the institutional challenges facing social care in the region (see
chapter Il), while they also invoke the specific institutional framework of social protection in Latin
America on various fronts. Firstly, they pose an organizational challenge in terms of articulating
the entities that manage care policies with the coordination mechanisms of the social protection
systems. These include executive secretariats, councils, social ministries and others (ECLAC, 2016a),
which form part of the construction of a long-term strategy and represent a stable component of
the region’s social institutions.

In terms of instruments, substantive and operational overlap is also required between those
that pertain to care policies and social protection. This not only means formal articulation, so that
care programmes can be officially included in social protection systems, but also the possible
redesign of instruments to guarantee gender mainstreaming. For example, cash transfer programmes
may involve conditionalities that reinforce the unequal division of productive and reproductive work
(ECLAC, 2013b), especially if there are no incentives for care to be provided jointly by men and
women. The same occurs with mechanisms giving preferential access to care services for families
prioritized by social protection systems that hinder women’s full incorporation into employment owing
to their unpaid workload; or with mechanisms to recognize pension rights recognition for women
who have done unpaid care work during their life, or the relaxation of the conditions of access to
social security for workers in the informal and care sectors. Consistency between the gender equality
and rights-based approaches, considering the specifics of the life cycle, and in the design of care
policies and their articulation with social protection systems requires sound institutional management,
with adequate technical capacities and policies in the teams responsible for the various phases of
their implementation and evaluation. It also raises a specific requirement for the consideration and
implementation of social participation and oversight spaces, as well as for accountability, where the
diverse views of the actors involved in social care and protection are expressed.



Universal Social Protection in Latin America and the Caribbean

Pa rt " A. Sojo (2017), Proteccidn social en América Latina: la desigualdad en el banquillo;

B, pp. 201-204.

B. The basis of care as a pillar of social protection

Introduction

In her 1987 book The Second Stage, Betty Friedan said that, “Today the problem that has no name
is how to juggle work, love, home and children.” With the passage of time and in numerous locations,
that juggling act —which increasingly entails the care of dependent or frail older persons— has been
given various names.

Allindividuals need care throughout the life cycle. If the universal needs that the term “care” covers
—albeit not without ambiguity— are not satisfied, society will be unable to reproduce itself; consequently,
some observers see care as a public good (Gornick and Meyers, 2009, p. 6). Its provision, however, has
been seen as an essentially private responsibility. In addition, there are different groups affected by the
way in which care is provided who do not share a commonality of interests, perceiving their own interests
to be unrelated or even in opposition.

To make care another pillar of social protection and of public policies in a framework of rights
(ECLAC, 2007, p. 136) and to encourage a constellation of interests and interactions between different
actors with a stakeholding in those claims, it is first necessary to explore a range of ethical and empirical
tenets that subvert conventional approaches to the subject. Given the intersectionality between family,
community, State and market inherent in care provision, an appeal must also be made to public
perceptions: since the social groups that face risks in connection with their capacity to provide care
differ widely from each other, that perception is interesting on account of its promise to bring together
different social actors who recognize themselves in the claims and to generate agreements that lead
to mobilization. In line with discursive institutionalism' and based on certain characteristics of the
region and international experiences taken largely from Europe and the United States,'? this chapter
seeks to systematize various foundations and interactions of care policies for children and older people
in order to display the benefits offered by care as a framework for public policies that brings together
and coordinates efforts within the various institutional architectures found in the different countries'.
It therefore diverges from other chapters in this book that focus on the specific analysis of policies,
in that it does not analyse or assess the care policies adopted in the region over the past decade.™

Public policies for care entail striking new balances in the relations between the State, the
market and the family, and maybe they seek very different objectives that, with the passage of time,

10 Much of this chapter is based on Sojo (2011), but with updates and additional information in several areas.

1 With regard to institutional change, discursive institutionalism acknowledges that institutions redefine and transform
themselves also because of the action of ideas, both as a result of their substantive contents and through the interactive
process of discourse. The political coordination, communication and deliberation that underlies public action has a
discursive dimension (Schmidt, 2008 and 2009).

2 The positive or negative references to various international experiences made in this text should not be taken as
supporting or rejecting the social or other policies implemented by given countries. Those references are concrete and
deal with particular, specific aspects.

13 Certain implicit limitations of the analysis should also be pointed out. It focuses on the grounds for care and, above
all, the provision of care in private or formal terms, and it only refers tangentially to other crucial and indispensable
issues that must be coordinated with care policies: for example, the instruments that make it viable within a family or
that enable women —as the chief providers of care— to reconcile it with employment. These include postnatal leave,
mechanisms for reconciling work and the family put in place by employers or through labour market regulations, and
the alignment of working hours with formal care services. Among the available policies, the Organization for Economic
Cooperation and Development (OECD) has highlighted, for example, how postnatal leave can impact the provision of
care within the family and, consequently, gender equity (OECD, 2012).

4 Studies of care policies and needs in Latin America have multiplied over the past five years; see ECLAC (2013), Calderén
Magana (2013), Gascén and Redondo (2014), Aguirre and Ferrari (2014) and Rico and Robles (2016). A wealth of papers
have also been published by the Social Development Division and the Division for Gender Affairs of the Economic
Commission for Latin America and the Caribbean (ECLAC); these, in general, focus on the national level.



https://repositorio.cepal.org/bitstream/handle/11362/41105/6/S1600819_es.pdf

ECLAC, Economic Commission for Latin America and the Caribbean

could benefit from positive feedback.'® The possible objectives include the following: making progress
with strengthening children’s skills and capacities through the early interventions that are critical for
cognitive development and that can reduce social inequalities; overseeing the well-being of vulnerable
and dependent older people through a range of interventions to provide care, encourage activity and
autonomy and counteract social isolation; expanding the life options of the family members charged with
care; narrowing the opportunity gaps between women and men; helping expand women’s employment
possibilities and thereby creating positive externalities for job creation and productive capacity; reducing
poverty and households’ vulnerability to that scourge, by bolstering the capacity of lower-income women
to find better quality jobs; assisting the rejuvenation of the population through the free exercise of the right
of motherhood and fatherhood by eliminating the obstacles that prevent the conciliation of family life and
employment, in a way favourable for society; and increasing the sustainable funding of social protection.
The analysis contained in this work is structured around those objectives and how they interact.

These policies are in line with the development of economic and social rights, civic rights
that include the rights of women, children and older people, and the exercise of men’s and women’s
reproductive rights that, taken together, could offer highly valuable externalities for countries’
economic development. The myopia that prevails in the public policies formulated in most of the
region’s countries is therefore surprising

According to their priorities and their virtual practical incidence, tensions or conflicts may
exist among the potential objectives. For example, if emphasis is placed on the future externalities
of a present-day investment in children that sees them as the citizens of tomorrow, the focus could
be lost and the importance of children’s present could be undermined: in other words, a weakening
of their status as children per se, their well-being today and themselves as adults’ contemporaries.
An analogous case would be a unilateral emphasis placed on the need to raise the fertility rate,
suggesting the usefulness of having children since they represent the future of society, a kind of
common good. When children are made an icon vis-a-vis other functionalities, the approach acquires
an instrumental perspective with respect to the adult world, which ultimately leads to the partial
eclipsing of children (Leira and Saraceno, 2008, p. 9; Lister, 2008).

Likewise, solely emphasizing the logic of the subjects of care can conceal the perspective
of the carers —who in general are women— and of the problems they face: for example, the
obligation of providing care that falls on them, the resulting tensions and the lower resources they
have throughout the life cycle on account of ubiquitous gender asymmetries. Regarding those
who provide care, thought must be given to the circumstances and conditions in which the social
provision of care can effectively contribute to expanding their life options and well-being, which
leads on to numerous related issues, such and the need and capacity to generate good quality,
decent work.

The emphases and priorities assigned to these objectives give rise to constellations of care
policies that evolve with the passage of time. For example, even in the Nordic countries, the provision
of care services for infants was first intended to fight poverty through female employment; then, as
employment expanded, so did the services (Bonoli, 2007).

As will be argued, ensuring the quality and relevance of benefits enables the corresponding
emphases to be maintained in accordance with the subjects and allows possible instrumentalizations
to be addressed (Plantenga and others, 2008, p. 42). As a result, concerns about the quality of
services and their regulation and oversight are decisive when the time comes to renew social policies.

15 The identification of these interconnected objectives was facilitated by the technical advice that the author gave to the
Government of President Chinchilla Miranda of Costa Rica.
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Introduccion

The coherent pursuit of social protection policies and programmes and the construction of a
true social protection system requires a network of public institutions to lead, design, implement,
regulate, fund and evaluate those actions. Different inter-institutional and intersectoral coordination
mechanisms, in the political, technical and operational arenas, are also necessary. These include
not only social cabinets, but also information management systems and conflict control and
resolution systems.

Chapter VIl provides a general overview of the institutions responsible for social
protection and its oversight, analyses the elements needed for effective coordination and
addresses the challenges of coordination and interconnection, together with the different
degrees of intersectoral cooperation.
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A. Social protection institutions

This section presents some of the main elements in the current institutional framework of countries in
the region to examine their level of development and potential for furthering social protection policies.

1. Social protection agencies and bodies

The involvement of institutional stakeholders, both public and private, in implementing and operating
social protection policies varies greatly among countries in the region. This diversity stems from
the very nature of social protection, which incorporates different dimensions and components —
contributory, non-contributory and labour market regulation— and requires multiple synergies to
function as a comprehensive system.

The first point to note is that central governments and their ministerial bodies and departments
play a key role in social protection design, implementation, evaluation and monitoring. Social
development, health, education, labour and social welfare (or security) portfolios are often involved
in both the contributory side of social protection (security) and the non-contributory side (assistance),
as well as in defining labour market policies and regulations. These institutions may participate in
policymaking as well as in policy coordination or in implementing some policy aspects.

Second, in line with the earlier finding that there is no single model of social protection in
Latin America, it is possible to distinguish different types of institutional arrangement, which combine
instruments of a contributory and non-contributory, universal and targeted, public and private or
mixed nature (ILO, 2001 in Bertranou, Solorio and van Ginneken, 2002).

(a) Contributory social protection

Historically, a number of different actors have driven contributory social protection and continue
to be involved today. Early pension instruments were created in the region, which were administered
directly by trade unions or associations in each branch through social security funds. One such was
Uruguay’s industry and commerce pension scheme, which was established in 1919 as a pension
fund for employees in industry and commerce. In other cases, these instruments were State-run,
such as social security services or institutes' (Draibe and Riesco, 2007). While private social security
institutions rose to prominence following the reforms of the 1980s and 1990s, public institutions
have continued to play an important role in defining and monitoring policies and guaranteed levels of
insurance, as well as in managing such policies. Within the private sector there are private insurers,

1 There are many examples of social security institutes in the region, including the: Guatemalan Social Security Institute

(IGSS); Honduran Social Security Institute (IHSS); Mexican Social Security Institute (IMSS); Nicaraguan Social Security
Institute (INSS); and Salvadoran Social Security Institute (ISSS). Most are autonomous public institutions with their
own legal status. In Honduras, a further five institutes, apart from the IHSS, provide pensions to specific groups: (i) the
National Teachers’ Social Security Institute INPREMA) (for public- and private-sector teachers); (ii) the Public Employee
Retirement and Pension Institute (INJUPEMP); (iii) the Military Social Security Institute (IPM); and (iv) the National
Autonomous University Social Security Institute INPREUNAH) (Badillo and others, 2009). In Mexico, there are another
two public institutions apart from the IMSS, which are linked directly with workers’ social security: the Social Security
and Social Services Institute for State Workers (ISSSTE) and the Ministry of Health. In other cases, a public service has
been set up —such as Chile’s Social Security Institute (IPS), which is subject to Ministry of Labour and Social Security
provisions for managing solidarity pensions (partially or fully non-contributory) and pension schemes formerly handled
by the Institute of Social Security Standardization (INP).
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pension fund managers? and mutual health insurance companies (mutuales de seguridad),® which
cover mainly formal-sector workers because entry is subject to contributions.

(b) Health sector

In the health area of social protection, particularly, the above-mentioned institutions are
joined by other institutions providing insurance or services. For example, alongside public and
private health insurers covering sick leave, occupational diseases, disability or maternity, there are
health ministries or departments and, in some countries, private health service providers too. A
point of note, however, is that the status of the region’s health sector in terms of social protection is
not clearly enough defined. The role of contributory social protection in this area should be defined
more precisely, as should the spheres of protection —guaranteed coverage and access— and of
promotion, as well as provision of the services themselves. As discussed below, protection-related
health aspects should include only insurance and not service provision.

Most countries in the region have three systems: public; social security for sickness and
maternity; and private (Mesa-Lago, 2009). While public systems protect the uninsured by other means,
many coverage and quality problems are apparent in the services actually provided. Brazil and Cuba
have no social insurance system but a nationwide public system, whereas Chile has a combined
public and social security system (Mesa-Lago, 2009). Although most countries’ constitutions and
legislation establish the right to some form of health coverage, maternity protection and access to
universal and free systems for those without any form of health insurance, in practice in nearly half
these countries the legislation is not complied with fully (Mesa-Lago, 2008).

(c) Non-contributory social protection

As regards non-contributory benefits, responsibility for managing the region’s transfer
programmes, with and without co-responsibility, lies mainly with the line ministries and departments
in charge of the areas covered by these programmes.

CTPs tend to be established in ministerial bodies linked specifically with social development
and poverty reduction issues, including ministries of social development and planning. While this is
consistent with including CTPs in overall social policy as part of a long-term vision, in some cases
the ministries are new or overly technical and lack political clout. CTPs should be embedded in an
institutional structure that encourages intersectoral programme management, even when this means
paying less detailed attention to the elements relating to each particular sector, although this could
be problematic when programme objectives contain a strong human capital component.* A second
set of CTPs are envisaged from a sectoral standpoint, which is to say they are incorporated into
the structure of health and education ministries and departments or, in the case of Argentina, the
Ministry of Labour, Employment and Social Security.5 While this has come about because some

2 Such as Uruguay’s retirement savings fund management companies (AFAP) or Chile’s pension fund managers (AFP).
Private fund managers do not exist in all the countries of the region and this varies in line with the parameters of the
reforms undertaken by the different countries, where the State and market have varying degrees of involvement.

3 Private, non-profit organizations responsible for providing health coverage guarantees against occupational risks to
workers affiliated to these schemes.

4 Reimers, DeShano da Silva and Trevino (2006) examine problems arising in the education sector when programmes
are not managed by the line ministries, including lack of a specifically education-based approach to problems, scant
consideration of experience gained in the area and limited involvement of officials from the sector. For more information
on the case of Brazil, see Draibe (2006).

5 In Argentina, non-contributory social assistance transfers are managed by both the Ministry of Labour, Employment
and Social Security and the Ministry of Social Development. For example, institutional responsibility for Argentina’s Plan
for Older Persons is shared between the Ministry of Labour, Employment and Social Security, the Ministry of Social
Development and the National Council for Coordination of Social Policies (CNCPS), while the Head of Households
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programmes have specific sectoral guidelines, it reduces their ability to establish links with other
sectors and could lead to duplication of functions and actions. Another point of note is that CTPs
have enabled links to be forged with other institutions conducting social development programmes
such as in the areas of microentrepreneurship and access to credit, where they are embedded in
social ministries, as well as in the ministries of rural development or economy or employability, which
comes under the responsibility of employment or training programmes.

Two of the elements that come into play in deciding the type of institutions in which CTPs
should be embedded are competence in handling a specific target population, which might be
individuals in the case of line ministries (for example, students) or families in the case of ministries
of social development, and more extensive experience of targeted programmes and poor families
by ministries of social development, which in turn report more cases of welfarism and patronage
practices. Brazil, which has merged its sectoral programmes Bolsa Escola (education) and Bolsa
Alimentacédo/Cartdo Alimentacdo (health) into the intersectoral Bolsa Familia conditional cash transfer
programme is a good example of the trade-offs that occur between effectiveness in achieving
human capital objectives and the rationalization of social policy and its structures (Draibe, 2006).6
A third group of CTPs is embedded in structures that are highly subject to political fluctuations,
such as agencies that come under the Office of the President of the Republic or the Office of the
First Lady (Bastagli, 2009; Cecchini and Madariaga, 2010). In such cases, there is a serious risk
of poor policy sustainability.

Responsibility for managing other types of transfers and benefits related with non-contributory
social protection lies with entities administered by ministries of labour, welfare and social security.
This applies to subsidies for hiring poor and vulnerable workers and targeted consumer subsidies,
which are established by ministries in charge of economic policy and finance. Responsibility for
implementing non-contributory and solidarity pensions falls mainly to the public social security
institutions described earlier, or other institutions set up for this purpose. For example, in 2006
Mexico established the Public Social Security System to cater for self-employed workers, non-wage
workers and fee contractors not incorporated into existing social security systems and identified
through the Oportunidades programme. By contrast, Argentina’s non-contributory pension system
is managed by the Ministry of Social Development and the National Social Security Administration
(ANSES), under the jurisdiction of the Ministry of Labour, Employment and Social Security.

Other public institutions apart from ministerial departments and divisions are actively involved
in social protection policymaking. In the case of Costa Rica, the institution responsible for managing
various transfer and subsidy programmes (including the CTP Avancemos) is the Joint Institute for
Social Aid (IMAS), an autonomous institution with legal status financed through a variety of sources:
the Fund for Social Development and Family Allowances (FODESAF), decentralized State institutions,
municipalities, international organizations, the private sector and non-governmental organizations
(Roman, 2010).

Increasingly, public institutions decentralized to local level have come to join centralized
public institutions. Countries like Argentina, Brazil and Mexico have contributory and non-contributory
instruments created specifically in certain federal states and municipalities. Mexico’s federal “70 and
over” programme operates at federal level and provides non-contributory pensions to older adults
belonging to Oportunidades beneficiary families living in towns with fewer than 30,000 inhabitants.
These policies coexist with the non-contributory universal pension scheme for older adults implemented

Programme was managed by the Ministry of Labour, Employment and Social Security. See http://www.trabajo.gob.ar/
index.asp.

6 Levy and Rodriguez (2005) review the rationalization strategies of fiscal programmes and resources associated with the
implementation of Mexico’s Progresa programme.
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by the Federal District of Mexico. The three programmes are administered by different institutions:
the old-age cash supplement scheme provided to households participating in Oportunidades is
implemented through the Oportunidades National Coordination Agency; the “70 and over” programme
is administered by the Ministry of Social Development; and the food support supplement scheme is
administered by the Institute for the Care of Older Adults (IAAM) of the Federal District of Mexico (see
Rubio and Garfias, 2010).

(d) Supervision and regulation

In addition to the above-mentioned institutions there are institutions responsible for ensuring
proper compliance with the duties of public and private institutions, as well as with labour market
regulations. They include social security regulatory bodies and labour directorates. The Chilean
Pensions Supervisor was set up in 2008 as an autonomous body but is governed by the regulations of
the Ministry of Labour and Social Security, which is comptroller of the solidarity pension system, private
pension fund managers (AFPs) and the unemployment funds administrator (AFC). Not all comptrollers
come under ministerial institutions. Costa Rica’s private pension fund regulator (SUPEN), established
in 1996, comes under the Central Bank and is responsible for the regulation, control and monitoring of
basic pension systems as well as the supplementary schemes run by private operators.”

2. Inter-agency coordination

In addition to the range of institutions involved directly in social protection management, provision
and regulation in the region, there are a number of social policy coordination bodies operating at
policy, technical and operational level, which are linked, in various ways, with the coordination of
social protection systems and policies.

(a) Policy level

Some of Latin America’s major policy experiences have included social cabinets and coordinating
ministries for social issues, identified as alternative means for performing the functions of a social
authority.® Even though they have not been totally successful to date, mainly because there are still
many instances of overlapping functions and sectoral segmentation, they have created a space for
communication that is conducive to furthering coordination. Examples are Uruguay’s Social Cabinet,
Paraguay’s Social Cabinet, Colombia’s National Council on Economic and Social Planning (CONPES)
and Brazil’s sectoral chambers drawing together groups of ministers. Since 2007, Ecuador has
developed a different model, under which coordinating ministries have been founded in various spheres,
including the Ministry for the Coordination of Social Development, which has specific responsibility
for coordinating the social programmes implemented by various ministries and for administering the
register of beneficiaries.® Although it is too early to assess the results of these models, it is evident that
they require strong political support and willingness by the various ministries to cooperate in order to
create the desired synergies.'°

7 Countries with similar institutions are Argentina, Colombia, the Dominican Republic, El Salvador, Mexico, Peru, the
Plurinational State of Bolivia and Uruguay. In other cases, such as Honduras, it is the institutions responsible for the
pension system themselves —the five specialized institutes— that are responsible for oversight and monitoring, under
the supervision of the National Banking and Insurance Commission.

8  Franco (2004, 2010) defines five functions for a social authority: to set priorities, coordinate, allocate resources, monitor
and evaluate.

9 The Ministries of Finance, Labour and Employment, Public Health, Social and Economic Inclusion, Education, Housing
and Urban Development, Agriculture, Livestock, Aquaculture and Fisheries, the National Secretariat for Planning and
Development (SENPLADES) and the National Secretariat for Migrants (SENAMI).

10 A further example of a coordinating ministry for social issues is the Ministry of Human Development, which operated in
the Plurinational State of Bolivia between 1993 and 1997 (Aranibar, 2010).
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First ladies have always played a key role at this coordination level, especially with respect
to social policies on children and reducing poverty and malnutrition. This is particularly true of
Central American countries, such as Honduras, where, until the 2009 political crisis, the first lady
was responsible for coordinating certain non-contributory social protection programmes (Repetto,
2010b). In Guatemala, too, the first lady is in charge of coordinating the Social Cohesion Council,
which in turn coordinates the CTP Mi Familia Progresa. A major challenge, particularly in the area of
social protection, is to deepen the technical component of this coordination model and to combine
it, in an appropriate manner, with the policy role that these programmes have acquired.

(b) Technical level

In terms of technical coordination, the region’s experience with safety nets in the 1980s and
social investment funds is rather illuminating. A common feature of these ventures is that they were not
embedded in a specific ministry but, instead, fairly autonomous management models were adopted.
According to Sojo: “When social emergency funds were set up, their operational independence of
ministries and the social sectors was presented as one of their virtues and as a guarantee of their
flexibility, efficacy and efficiency. [...] Rather than ensuring flexibility or efficiency, the fact that they
were competing with social sectors merely increased the administrative fragmentation of universal
policies, since they increased the number of cases of overlaps or duplication, or else they gave rise
to discontinuities with the dynamics of the social sectors.” (Sojo, 2007).

Current experiences of coordination at technical level include the Solidarity Chile system whose
Executive Secretariat —which comes under the Ministry of Planning and Cooperation— is responsible
for: coordinating the institutions responsible for providing welfare benefits and ensuring networking
among them; generating resources targeted at needs not covered by regular provision (expanding
existing social programmes and creating new ones); and overseeing information management, while
maintaining an integrated support system. It operates on the basis of direct inter-agency agreements,
within a legal framework that governs the operation of the entire system and regulates the system
of guarantees (MIDEPLAN, 2009b). It is also characterized by the use of budget management as a
means for monitoring progress and commitments by the various agencies involved in the work of
the social protection system.!

The Dominican Republic’s Solidarity programme is another example of coordination developed
in the context of a CTP. In this case, the mismatch between demand and supply of services led to
a search for ways to coordinate non-contributory social protection and sectoral policies, at both
central and local level (Gamez, 2010). Since the establishment of the Intersectoral Coordination
Committee (CCS), which comprises the ministries of health, education and finance, the National
Health Insurance Authority (SeNaSa), the Solidarity programme and the Technical Directorate of
the Social Cabinet, common objectives have been established for health, education and nutrition in
order to boost sectoral plans via the CTP. The Committee’s work has also led to progress in such
areas as: determining coverage gaps at local level; establishing budget allocation mechanisms for
securing the long-term funding required to expand provision (capped and earmarked (“locked”)
budgets)); redefining the roles of local officials and implementers of sectoral plans in the context
of the Solidarity programme; and providing them with training and induction into the programme’s
operating rationale (Gamez, 2010).

' Even though the Executive Secretariat has no specific political or monetary resources to encourage these agencies
to comply with their contribution to the operation of the overall system, the fact that it is able to retain the sectoral
allocations for each ministry and service involved has become a key strategy to consolidating progress in this area.
At the same time, the transformation of the Executive Secretariat into a key partner in negotiations with the Ministry of
Finance to maintain and increase certain resources for the line agencies has become a powerful catalyst for collaboration
and coordination (interview with Verénica Silva, Executive Secretary of the Solidarity Chile social protection system,
14 December 2009).
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(c) Operational level

At operational level, too, there have been useful experiences of coordination arising from the
use of service management instruments, such as the “one-stop shop” for centralizing a range of
administrative formalities and providing information and access to various local social services via a
single public service office or desk (or for “family support”, in the case of Solidarity Chile), and systems
for identifying and registering beneficiaries, which have had the positive externality of promoting
sectoral coordination and the planning of new interventions (Mesquita, 2009) (see section IV.F).
Beneficiary identification and registration systems established as part of pension funds and, in
particular, of CTPs, include: Colombia’s System for the Identification of Potential Social Programme
Beneficiaries (SISBEN); Chile’s Social Protection Record and its Integrated Social Information System
(SI1S); El Salvador’s Single Register of Beneficiaries (RUB); the Target Population Identification System
(SIPO) of Costa Rica’s Joint Institute for Social Aid (IMAS); Mexico’s Single Socio-Economic Data
Questionnaire (CUIS) and the Integrated Government-Programme Registration System (SIIPP-G)
(see box I1.1); the Single System for the Identification of Beneficiaries (SIUBEN) in the Dominican
Republic’s CTP Solidarity; and Brazil’s single register for social programmes, known as CadUnico.
Similar efforts have also been made by countries with a less developed institutional framework, such
as Honduras, which has established the Beneficiaries Registration System of Honduras (SIRBHO), a
register of beneficiaries for unifying information in the national Family Allowance Programme (PRAF)
and PRAF Il as part of the Honduran Government’s Solidarity Network social protection scheme
(Cecchini and others, 2009).

3. Institutions and social protection

As mentioned in the introduction, the State plays a key role in social protection provision, although this
does not mean that it is the sole provider. The market, families and civic and community organizations
also provide protection and any comprehensive social protection system must take into account the
interactions among these different stakeholders. At the same time, to maintain the coherence of social
protection policies there needs to be coordination among the various State institutions, as well as
information systems for monitoring their actions and oversight and conflict-resolution mechanisms.

(a) Institutional coordination

Compartmentalized thinking on social protection in the region has resulted in lead institutions
belonging to separate sectors, depending on the approach or component developed and/or implemented
by each institution (see II.C). For instance, non-contributory social protection programmes are often
managed by public social development institutions (such as ministries of social development, social
investment funds or specialized programmes). Responsibility for contributory social protection, as
it relates to retirement or other pensions, tends to fall to specialized organizations (such as social
security institutes, retirement and pension fund managers or insurance companies), or else ministries
of health or other organizations for matters relating to the health of workers and their families (public
funds, insurance companies). Responsibility for labour market regulation normally lies with ministries
of labour (with more or less autonomous agencies specializing in oversight, such as regulatory
authorities or prosecutor’s offices) and the judiciary (labour courts). In some cases, the Treasury
or ministries of finance and specialist development agencies play a role —to the extent that their
guidance to the productive apparatus enhances or constrains the development of workers’ rights—
as well as ministries of education, housing and other matters. In all these components, there is clear
involvement by public and private organizations, the importance and authority of which varies from
country to country.
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The participation of such an assortment of entities in social protection design and implementation
also reflects the wide-ranging dimensions of the poverty and vulnerability problems that social
protection seeks to address. Their individual specialism can be seen as an asset for guaranteeing
quality and matching people’s specific needs more closely. However, for economic, social and
cultural rights be exercised to the full, it is essential to promote a management model that maximizes
the efficiency and effectiveness of the various components through the synergy of a cross-sector
approach. In other words, if the issue is multidimensional and the population heterogeneous, there
needs to be a varied and coordinated supply of cross-sector interventions, which this book terms
the axis of “horizontal integration”.

The challenge is how to move forward from rhetoric on the importance of cross-sector
coordination to actually linking actors together. There is no single solution for achieving this, although
one prerequisite is to share a future vision of society and, hence, of “the priorities and chronological
sequence as part of a medium- to long-term strategic action” (Acufa, 2010, p. 1). As regards
improving the political conditions for progressing towards better social protection, Repetto (2010a)
states that “at the very least, it requires a basic consensus on the strategic direction that a society
should take in order to get to the crux of the ‘social issue’, that is to say, which social problems
should be prioritized and which political and symbolic capital in the social protection system should
be invested”. Repetto adds that it is at this level of the political and cultural dispute that “the real (not
just discursive) substance of a comprehensiveness designed to address the multidimensionality of
social problems, as well as a rights-based approach, comes into play”.

The lesson learned from the most successful cases is that not only is it important to move
gradually towards expanding social protection for all citizens, it is also crucial to progressively build
political and social consensus. Another lesson learned is that the introduction of universal social
protection models and instruments relies on the cumulative effect of social policy experiences.

Accordingly, a number of basic elements appear to be key to the successful implementation
of a cross-sector approach:

() Policy coordination at the highest level.

(i) Participatory analysis and design of policies and their components, procedures and
challenges. This must be based on a clear overview of the characteristics of the population
and their current and future demands and needs, as well as of supply, areas of intervention,
products, coverage, installed capacity and projections.

(iii) Establishment of formal working bodies and responsibilities, by means of clear agreements
on participation, the designation of interlocutors and specialist focal points for specific
issues and the definition of each party’s functions, including objectives and roles.

(iv) Clearly established and agreed communication channels and ways for resolving doubts
and differences.

(v) Joint evaluation and analysis bodies defined from the design stage.

The organizational structure required in each country depends on its own particular institutional
framework; it is pointless to hold up a single role model, as the structure must always be tailored
to the specific environmental conditions of that country. Some of the options used so far include
the formation of fronts or consortia of lead ministries and institutions, the formal establishment
of coordinating ministries and the creation of task forces at various administrative levels (central,
regional and local).

Repetto (2010b, pp. 33, 35) identifies three different levels of policy coordination and linkages
to achieve comprehensiveness: macro, meso and micro. The macro level relates to the definition of
social policy and its general guidelines, which is embodied, for example, by “social cabinets”. The
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meso level refers to a specific field of social policy (such as education policy) or a combination of
sectors guided by a common purpose, which apply to social protection systems. The micro level refers
to specific programmes that require the coordination of different sectors. Repetto emphasizes how
successful CTPs have been at the micro level, adding that this is this level where such interventions
face the least problems, unlike the macro and meso levels.'?

Similarly, this book proposes to discuss coordination according to the notions of horizontal
and vertical integration (see section 1V.C), based on the location of the various bodies on the technical
and policy axis. Three levels can be identified, none of which can stand alone without the other two.
The first is the policy level, at the pinnacle of the State organizational structure, namely the Office of
the President, ministries and departments responsible for prioritizing and designing social policies,
including those of social protection analysed in this book, such as the aforementioned social cabinets
and the coordinating ministries. The second is the technical level, which brings together those
responsible for implementing policies in the form of specific programmes and projects, usually senior
managers and professionals in ministries, programme technical secretariats, subnational entities,
local government associations and others. This level includes agencies in charge of CTPs and social
security institutions. The third is the operational level and brings together actors responsible for
implementing programmes and projects at local level, interacting directly with the target population,
which are therefore also in charge of coordinating with demand; in many cases they are joined by
private organizations, non-governmental organizations (NGOs) and others, multiplying the number of
actors involved. Other major players at the operational level are beneficiary selection and registration
instruments and service coordination initiatives, such as the one-stop shop, which are not necessarily
confined to social protection programmes but, on the contrary, may encompass a range of different
social services and, in conjunction, are synergistic in terms of effectiveness and/or efficiency.

A prerequisite for the success of any comprehensive system is therefore to have coordinating
bodies at every level. Technical coordination is not feasible without the support of the political authorities
responsible for the sectors and institutions involved and, in many cases, securing this support requires
extensive negotiations. At the same time, agreement on objectives, responsibilities, communication
mechanisms and other matters is not enough if it is endorsed only at the highest political level. The
greatest constraints often arise in the intermediate structures of organizations, which are the ones that
really need to be coordinated and where different working rationales and cultures must be adapted in
order to share information and knowledge and to work in a coordinated fashion towards common goals,
without neglecting responsibilities to their own organization. The experience of social cabinets, CTPs
and beneficiary information systems provides a promising basis for building inter-agency coordination
in the region, although this is not without risks and will require a special effort.

Finally, as regards the implementation of a comprehensive social protection policy and its
institutional challenges, it is not just the rules and explicit written procedures that are important,
but also the informal rules and the practices and historical ties between stakeholders; leadership
and political will also play a pivotal role (Repetto, 2010b). In this respect, perhaps one of the biggest
challenges facing a comprehensive social protection policy in terms of its institutionalization is to
create synergies between political support, technical capabilities and available resources. Crucial to
this are proposals to develop framework agreements for social policy access, funding and solidarity
by means of fiscal and social protection covenants encompassed within the concept of entitlement
to rights, as suggested by ECLAC (2006, 2008a).

12 Repetto (2010b) explains that such interventions are less problematic because they act as an incentive to different
administrative levels as, politically, they are valued greatly by the upper echelons (i.e., the Office of the President, the
Treasury, or the ministry of economy or finance). Also, despite being important in terms of visibility and coverage, they
do not require the involvement of the full range of interventions in each sector. A final factor in their favour is that most
co-responsibility transfer programmes have their own resources and fairly well defined operating rules for promoting
coordination among various bodies.
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(b) Management information

None of the above social protection proposals can be implemented with a minimum of
effectiveness, efficiency and transparency in the absence of proper information systems for monitoring
management and impact assessments. Moreover, for any information system intended to make a
comprehensive analysis and evaluation of the management of social policy in general and social
protection policies in particular, a further step is required: the information derived from monitoring
programmes must be supplemented with information on the corresponding social investment, with
specific indicators on people’s social status, disaggregated by geographic area and administrative
level, to enable the various components to be linked reliably (Martinez and Collinao, 2010).

The management performance indicators should come from beneficiary registration and
monitoring systems, process assessments and impact assessments of specific programmes and
projects, in all of which areas the region has made great progress but where major challenges
remain. Progress with social protection is ascertained by means of data from censuses, household
surveys, specialized surveys and administrative records, and this must be coordinated on the basis
of each country’s conceptual framework and policy components. While partial data is available in
most countries, it needs to be further systematized and coordinated with management indicators.

For more than two decades there have been moves in the region to include monitoring
and evaluation systems in social policy management. Chief among the various methodology-
development initiatives are the cost-impact analysis developed by ECLAC for selecting the option
that maximizes the impact at the lowest possible cost (Cohen and Franco, 2006b, 2005; Cohen and
Martinez, 2004) and the performance-based management models tailored to social programmes
promoted by the Inter-American Development Bank (IDB), World Bank and international cooperation
agencies. National Governments are also evincing growing concern about the issue and have
developed systems for evaluating government programmes, performance-based programming
and management improvement awards.'3

In the specific field of social protection programme evaluation, a milestone in the region for its
wide-ranging analysis (Gonzalez de la Rocha, 2010) is Mexico’s experience in evaluating its education,
health and nutrition programme (formerly called Progresa and now renamed Oportunidades), with
assessments by the International Food Policy Research Institute (IFPRI) (Adato, 2000) and the National
Council of Evaluation of Social Development Policy (CONEVAL) since its inception in 2005 (CONEVAL,
2010). This is not the only experience as, albeit differing in design, assessments have also been made
of the following CTPs among others: the Social Protection Network (RPS) and Crisis Response System
(SAC) in Nicaragua; the second tranche of the Family Allowance Programme (PRAF ll) in Honduras;
the Human Development Grant in Ecuador; the Bolsa Familia conditional cash transfer programme,
Bolsa Escola school grant and Bolsa Alimentacao food grant in Brazil; Colombia’s Families in Action;
Solidarity Chile; and Jamaica’s Programme of Advancement Through Health and Education (PATH)
(Schady and Milazzo, no date; Fiszbein and Schady, 2009).

Despite the progress represented by these experiences, there are still some weaknesses to
be remedied, especially with respect to the link between assessments and programme design. First,
it is unclear how the results are incorporated as information for decision-making and for implementing
modifications to programmes. Second, most of the reported results come from assessments of
Mexican programmes, especially phase one of Progresa (Schady, 2006), which limits the ability to
generalize the findings to other programmes.

13 Examples of systems for evaluating government programmes include: the Management Evaluation and Control System
of Chile’s Budgetary Affairs Bureau (DIPRES); the National System for Evaluation of the Results of Public Management
(SINERGIA) of Colombia’s National Planning Department (DNP); and Mexico’s National Council of Evaluation of Social
Development Policy (CONEVAL).
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Beneficiary selection and registration systems have been fairly well disseminated throughout
the region, facilitating progress in the implementation of integrated information systems. Social
investment data are compiled by countries themselves but there are wide conceptual and coverage
disparities, which limits the ability to make comparisons. The challenge therefore is to implement a
system where government finance statistics (GFS) and statistics from systems of national accounts
(SNA) can be exploited jointly to take advantage of the functional classification approach of GFS and
the greater disaggregation capacity of SNA, incorporating not only general government investment
but also funds from other agents, particularly non-profit institutions and international agencies, as
well as public funds that do not come from the central Government’s general budget but are owned
by regional or local governments (Martinez and Collinao, 2010)."

(c) Conflict management and resolution systems

The implementation of a rights-based social protection system requires a proper verification
mechanism to ensure that such rights are actually realized and to make decision-making transparent.
This mechanism must be present not only in programmes themselves, but also in any outside bodies
where the public may request information, file a complaint if they feel their rights have been breached
or settle disputes.

In addition to making management more effective and efficient, process supervision and
monitoring systems make management more transparent to the public. For the proper use of such
systems, it is also necessary to make explicit the management processes and decision-making criteria
used for target-population identification and beneficiary selection, as well as for service production,
delivery and evaluation. Thus, the implementation of such systems and regular dissemination of
management results are elements to be considered in this connection.

Placing an autonomous institution in charge of proper enforcement of service standards and
quality allows disputes over breaches of established rights and standards to be resolved efficiently
and effectively, guaranteeing the transparency of processes. Several countries in the region already
have institutions of this nature, such as oversight offices, consumer protection services, civic
watchdog organizations or regulatory authorities, making it easier to consider implementing them
in social protection systems.

One example is Chile’s System of Universal Access with Explicit Guarantees (AUGE Plan), which
has mechanisms that help to refine the balance between State commitments to gradual progress in
the area of social rights and their technical and budgetary feasibility. The AUGE Plan encompasses
a set of legally valid administrative mechanisms for assessing compliance with the guarantees, with
a health regulator (Office of the Superintendent of Health) responsible for settling disputes between
the system’s users and providers (public and private) (Red Salud, 2009). Nonetheless, complaints
are filed before the judiciary when the aforementioned bodies fail to meet citizen demands. This
makes it possible to move forward in resolving such claims (Drago, 20086), filtering out those which,
by their very nature, require the intervention of higher judicial authorities.

It is also necessary to consider a third level in the judiciary that can settle disputes which other
judicial authorities have been unable to resolve, so as to ensure compliance with rights. Abramovich
(2009, p. 42) identifies the following decisive factors for such legal proceedings to produce results,
although there are many more: “the constitutional interpretation of the obligations they create; the
capacity of the relevant stakeholders to act in the interest of groups that are discriminated against or

4 |n addition to the regular publication of official data in Social Panorama of Latin America, since 2006, ECLAC, with the
support of the German Agency for International Cooperation (G1Z) and the Spanish Agency for International Development
Cooperation (AECID), has been engaged in a methodology and technical assistance effort to enhance the analysis and
use of social investment information for policy management. For more information, see the ECLAC social spending
website: www.cepal.org/dds [Spanish only].
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excluded; the physical, material and cultural accessibility of the courts; civil society’s power and degree
of organization and its experience and technical capacity to make use of legal instruments; the greater
willingness of courts to deal with such issues; more open or closed procedural systems and the type of
remedies or orders that judges are authorized to use; judge-selection mechanisms and the independence
and impartiality of the courts with respect to the political power and to certain stakeholders in these
cases; the level of development of social security systems and the ability of Government, Congress
and State bureaucracies to meet demands for the benefits promised in legal texts”.

Despite the potential it offers for the realization of economic, social and cultural rights,
prosecution also poses a number of risks and difficulties. Uprimny (2007) states that one such
risk is overloading the justice system, together with the possible political prominence that judicial
bodies may gain. There also remains a question of roles and areas of competence, particularly in
financing (as well as social policy design), as the responsibility for deciding where to allocate public
investment lies with the executive and legislative powers and not the judiciary (Basombrio, 2009,
p. 44). Added to this is the potentially high individual and social cost of prosecution based on rights-
related universal benefits, which may lead to unenforceability of the regulations and/or the inability to
meet the challenge in an economically sustainable manner. Furthermore, a gap in access to judicial
dispute settlement may be foreseen, with the poorest and most vulnerable population sector facing
the greatest constraints, both economic and cultural.

An intermediate instrument for quasi-judicial dispute resolution is the ombudsman. In Latin America,
many complaints are referred to the ombudsman concerning rights linked directly to social protection
citing an alleged violation of health, education or social security rights. There have also been a number
of ombudsman’s reports and explicit recommendations on matters relating to social protection.'®

Other bodies that play a key role in monitoring compliance with rights are non-judicial
mechanisms, such as national independent and international human rights organizations, including
the Human Rights Committee of the United Nations and the Inter-American Commission on Human
Rights (IACHR) of the Organization of American States (OAS). These bodies can help to channel
citizen demands to the courts (United Nations, 2009a, p. 15).

As Artigas points out (2005, p. 22), the universality of rights-based benefits is not necessarily
guaranteed by the individual cases in which judicial mechanisms and court rulings intervene, but
rather it requires specific social and fiscal covenants that are binding on society as a whole. Without
such covenants, it would be difficult to maintain a system based on guarantees. It follows that the
more transparent, effective and efficient the first two mechanisms are, the less intensive the work
assigned to the judiciary will be and the cheaper, clearer, closer at hand and easier to process the
demands and claims will be for the public and the State (cf. also De Roux and Ramirez, 2004).

15 For example, based on requests received concerning the Universal Child Allowance for Social Protection (AUH),
Argentina’s National Ombudsman made a recommendation to the Cabinet Chief to extend the scope of this allowance
for the benefit of children and adolescents attending private schools with low fees whose families earn below the
minimum wage, ending the exclusion from AUH entitlement for beneficiaries of other programmes (Decision 36/10:
http://www.dpn.gob.ar/areas.php?id=01&ms=areab5). Also, in the case of the Office of the National Ombudsman of the
Republic of Colombia, there is a specific social security and health programme to safeguard the progressive realization
of these rights in Colombia. For example, in 2001, the Ombudsman handed down a decision regarding problems
detected in Colombia’s social insurance (Ombudsman’s decision N° 008: http:/www.defensoria.org.co/red/anexos/
pdf/02/res/defensorial/defensorial8.pdf).
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B. The challenges of coordination and articulation between
social protection actors

Greater coordination of social policy generally, and of social protection systems in particular, is
needed at various levels and in several dimensions. As has been noted in previous studies, the level of
intersectoral coordination represents a continuum that ranges from communication and coordination
between various institutional actors to consolidated or integrated action. In this task, faced with the
same problem, the actors in question fulfil the phases of the cycle of their policies and programmes
in an intersectoral manner, based on common procedures and practices and even sharing resources,
responsibilities and actions, along with joint monitoring and evaluation (PAHO/WHO, 2015). Forging
high levels of intersectoral coordination involves political, financial, organizational and time costs, so
this collaboration is justified when dealing with large-scope problems of great complexity (Cunill-Grau,
Repetto and Bronzo, 2015; Repetto and Potenza, 2015). Some of the dimensions and challenges
involved in the institutional coordination of social protection systems are outlined below.

1. Coordination between the different sectors
of social policy

Sectoral inertias often obstruct the design of social policies and programmes aimed at addressing
and producing impacts on various dimensions of well-being. The experience of income transfer
programmes was innovative at the time, by combining coordinated and intersectoral actions in
the areas of assistance, education, nutrition and health. Currently, most of these programmes
are developing greater capacity for linking and coordinating with other sectoral actions targeting
employment and productive development. Their common goal is to take better advantage of the
years of education achieved within the framework of the programmes themselves, by making labour
market participation less precarious and thus contribute to the escape from poverty. Nonetheless, the
logic of intersectoral work, which includes joint planning, the establishment of common objectives
and an integrating rationale in terms of the budget and evaluation and performance systems, among
other elements, still needs to be implemented in most countries.

2. Coordination between contributory and non-contributory
components of social protection

The existence of social protection systems with high levels of coverage, equity and fiscal sustainability
is strongly linked to the possibility that access to this system will be less segmented in the long
term, and the contributory and non-contributory components will respond to the same logic of
social inclusion and a vocation of universality, with a joint analysis of risk and consistency between
incentives and financing. Recently, the non-contributory pillar has expanded autonomously in the
region to fill gaps in the coverage of traditional social security. Nonetheless, an outstanding challenge
is to expand the latter to sectors that have had little coverage thus far, and to build channels of
communication between non-contributory policies and programmes, social security and the formal
labour market. Although there is no conclusive evidence of adverse incentives arising from migration
from non-contributory programmes to contributory and formal mechanisms, a pending task involves
constructing alternatives and institutional mechanisms that establish links between the two.
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3. Coordination between social entities with general mandates
and social authorities targeting specific social problems
or population segments (cross-cutting or by stages of the
life cycle)

The emergence of thematically focused social authorities stems from the enrichment and growing
complexity of the region’s social agenda. These entities have focused on providing an intersectoral
approach to specific social problems, such as discrimination, inequality, poverty or care, and on
promoting the rights and attending to the needs of specific segments of the population (women,
persons with disabilities, Afrodescendent populations or indigenous peoples) and those related to
different stages of the life cycle (childhood, youth and old age). A key institutional challenge is to
ensure that the work of these entities, based on their more or less extensive mandates, translates
into higher levels of mainstreaming and intersectoral coordination, rather than a fragmentation of
the institutional architecture reflected in disperse policies and programmes and more motivated by
competition than by collaboration. In the specific case of social protection systems, the mission of
these entities is relevant for mainstreaming or articulating the attention of the different components
and identifying specific needs and gaps. The experience of care systems (described in chapter V)
illustrates these challenges.
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C. Social complexity and the challenges
of a cross-sectoral approach*

Coordination is of the utmost importance if the goal is to mount a comprehensive approach in order
to address problems whose various facets and causes are to be defined in a coherent manner. The
regional debate about the role of coordination in the development of comprehensive approaches is
closely associated with analytical explorations of cross-sectoral dynamics and practical experiences
with those dynamics. The aim of this section is to delve into the possible ramifications of cross-sectoral
coordination as crucial manifestations of the process involved in transitioning towards comprehensive
social protection in Latin America.

Not all activities carried out within the confines of discrete sectors of government, even when
they are focused on a shared objective, are collaborative in nature. It may happen, for example, that a
number of different government agencies in different sectors work together to achieve the aims of just
one of those sectors. It may also happen that a given objective is adopted by all the sectors involved
but that they do not work together on an inter-organizational basis. When inter-agency collaboration
has been agreed upon as a manner of advancing towards the achievement of a shared aim, then,
strictly speaking, the notion of intersectoral cooperation comes into play. Yet inter-agency collaboration
can take many forms, from simple networking as a means of attaining a better understanding of what
other agencies are doing or can do in regard to their shared goal, to coordination focusing on the
avoidance of duplications or the achievement of greater internal consistency, to integration with a view
to the achievement of a desired form of social change. There are numerous typologies (Winkworth and
White, 2011; Corbett and Noyes, 2008) of the various possible degrees of cross-sectoral coordination,
as illustrated in table VIII.1.

H Table VIl
Spectrums of cross-sectoral integration

Authors  Low degree High degree
Winkworth Networking Coordination Integration
and White Cooperative relationships among More complex formal levels of Formal inter-service agreements
(2011) individuals and cooperative, planning and organizational with clearly delineated, shared
small-scale activities focusing on participation (simple objectives and goals. Laws are in
arriving at a better understanding protocols, memorandums place that provide for the formation
of the systems and problems of understanding) focusing of associations, consolidated
involved and on building trust as on making information and management and information
a basis for more complex types services more accessible. systems, pooled resources and shared
of partnerships. practices, training and governance

frameworks. Households are assured
access to a full array of services.

Corbettand Communication Cooperation Coordination Collaboration Convergence Consolidation
Noyes (2008) Clear, consistent and non- Task forces, advisory Formal inter-agency Agencies, individuals or Relationships evolve Agency, group or individual behaviour,
judgemental discussions; supplying groups, committees that  coordination agreements. groups willingly relinquish  from collaboration to operations, policies, budgets, staff
or exchanging information in approve/review plans. Joint activities and some of their autonomy actual restructuring of and power are united and harmonized.
order to maintain meaningful Cooperative monitoring/  communications are more in the interest of mutual services, programmes, Individual autonomy or gains have been
relationships. Procedures for case reviews to assist intensive and far-reaching.  gains or outcomes. True memberships, budgets, fully relinquished and common outcomes
information sharing. Regular each other with respective Agencies or individuals collaboration involves missions, objectives and identities have been adopted. Multi-
inter-agency meetings on activities, giving general  engage in joint planning and  actual changes in agency,  and staff. To this end, agency/multi-task/multi-discipline
common problems and support, information and/  synchronization of schedules, group or individual contractual provisions service plans and budgets; seamless
opportunities. Informal service or endorsement for each  activities, goals, objectives  behaviour to support are putin place for fund  inter-agency service delivery teams;
“brokering” arrangements. other’s programmes, and events. Joint mission collective goals or ideals. transfers/ reallocations,  fully blended inter-agency planning;
services or objectives. statements and principles; Coordinated personnel pooled resources and lead shared human capital/physical
Consensus concerning joint training; contractual qualification standards; agency agreements. capital assets.
best practices; cross- procedures for resolving standard application forms
system dialogue inter-agency disputes; / processes; centralized
and/or training. temporary personnel functional administration.

reassignments; coordinated
eligibility standards.

Source: Prepared by the authors, on the basis of G. Winkworth and M. White, “Australia’s children ‘safe and well’?
Collaborating with purpose across commonwealth family relationship and state child protection systems”, Australian Journal
of Public Administration, vol. 70, No. 1, March 2011; and T. Corbett and J.L. Noyes, “Human services systems integration: A
conceptual framework”, Discussion Paper, No. 1333-08, Madison, Wisconsin, Institute for Research on Poverty, University
of Wisconsin—Madison, 2008.

* Authors: N. Cunill-Grau, F. Repetto and C. Bronzo
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Given the above, the expectation would be that: (i) there is some type of correlation between
policy objectives and the degree of intersectoral cooperation that takes place; and (ii) there is some
type of correspondence between the degree of intersectoral cooperation and the management model
that is adopted as a basis for that cooperation.

The first aspect suggests that the necessary degree of intersectoral coordination is associated
with the complexity and scale of the objectives being pursued. There appears to be a consensus
that a high degree of cross-sectoral coordination is required when the aim is to do more than ensure
access to goods and services. This would apply, for example, to efforts to build skills, alter behaviours
or provide social protection on a system-wide basis. This is backed up by the finding as presented
in various studies that when a comprehensive approach is to be taken to a complex social issue, a
high degree of cross-sectoral coordination will be called for in order to lay the groundwork for getting
down to the roots of the problem (Repetto, 2010; Bronzo, 2007b; Cunill-Grau, Fernandez and Theza
Manriquez, 2013; Cunill-Grau, 2014a and 2014b). This approach is similar to that espoused by Corbett
and Noyes (2008), who also say that the less that programmes and agencies confine their efforts to
providing specific benefits and the more they work to change behaviours, the more thorough-going
the required changes in the corresponding sectors and the closer the interrelationships among those
sectors will be. This is also in line with the heuristic model constructed by Winkworth and White (2011),
who state that if child programmes are dealing with children who are faced with high levels of risk,
then the degree of intra- and inter-system collaboration needed in order to protect them increases
in step with the level of risk.

The point bears repeating that the accurate definition of the issue to be addressed and,
hence, of the substantive content of the social protection policy concerned, are of key importance.
Flawed policy proposals lead to fundamental disconnects in the model of cross-sectoral coordination.
Therefore, the adoption of a comprehensive approach makes it necessary to rework policy objectives.
It also becomes necessary to initiate cross-sectoral coordination as soon as the time comes to
define social problems.

In line with the above, and bearing in mind just how costly cross-sectoral coordination is
(in terms of time, financial organization and many other factors), this type of coordination should
only be attempted if the issue is highly complex, the levels of vulnerability involved are extremely
high and thorough-going changes are required in the conduct of individuals, their families and their
surroundings. The greatest difficulties arise when the strategy for cooperation does not fit in with the
specific types of social change that are being sought (Solar and Cunill-Grau, 2014, pp. 22 and 23).

The second aspect has to do with the assumption that the required degree of cross-sectoral
coordination is determined by the extent to which the underlying management model characterizes
the degree of inclusiveness of the policy cycle and the degree to which the relevant sectors need to
pool their efforts and resources (Cunill-Grau, 2005 and 2014a). The aim here is to match the degree
of cross-sectoral coordination with the degree of such coordination required in order to achieve the
policy’s goals.

A policy initiative can be said to be inclusive when the corresponding sectors and levels of
government are involved in the entire process, starting with the planning stage and continuing on until
the time comes to assess the outcomes of policy actions. An inclusive policy cycle is the outcome
of joint planning combined with an integrative rationale that is incorporated into the budget and into
performance evaluation systems based on clearly identified, shared objectives. In this kind of policy
cycle, planning methods, budget design and monitoring, and assessment processes shift from a
sectoral base to a cross-sectoral one, at least in relation to the issue under consideration. Thus,
when a cycle is inclusive, it is either an outcome (or manifestation) of cross-sectoral cooperation or
is a causative factor of that type of cooperation.
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A decision to pool different sectors’ resources, to have them share responsibilities and to have
them engage in joint actions may be limited to a commitment to undertake actions focusing on the
same objective or simply to standardize certain procedures so that their results are foreseeable and
uniform. However, the greatest degree of integration in the execution stage is reached when actions
are based on pooled resources and unified information systems. In this latter case, integration takes
the form of a “commonwealth”.

Consequently, the clearest expression of a high degree of cross-sectoral coordination (also
referred to as “integration” or “consolidation” by other authors) arises when different sectors join
forces in the design, execution and evaluation of a given policy, exchange information and, in some
cases, pool funding in the effort to resolve an issue in whose definition they have all taken part.
Cross-sectoral coordination can, on the other hand, said to be very limited when the problem to be
addressed is actually a conglomeration of sectoral characterizations of that issue and, as a result,
the relevant sectors do not act as one as they move through the policy cycle or in their execution of
policy actions. Empirical means are available for identifying cross-sectoral management patterns
and classifying them in terms of the degrees of interconnectedness and of changes in institutional
practices and arrangements (Bronzo, 2007a).

The above indicates that, while it is true that cross-sectoral coordination constitutes a
management model, this model cannot be deployed simply by calling on a range of different sectors;
it has to be built, and this is especially important when the policies in question are intended to be
comprehensive. It is therefore not a question of connecting up sectoral actions but rather of jointly
developing strategies and responses and of building something entirely new as a shared effort
(Brugué, 2010).

In keeping with those perspectives, table VIII.2 provides an initial outline of indicators of high

and low degrees of sectoral integration.

B Table VIII.2

Degrees of cross-sectoral action, by level of integration of management mechanisms
and organizational structures

Low degree of integration High degree of integration

. 0On the basis of a common vision, decision-making is shared
(including decisions about allocations), as is monitoring of
and assessment of resource use (an inclusive policy cycle)

. The issue to be addressed is defined as a
conglomeration of sectoral perspectives
and encompasses just one part of the policy

cycle A basic action plan is coordinated at 3 A mechanism for arriving at a shared characterization of

a central level at which a technical inter- the issue to be dealt with is in place or, at the least, for

sectoral agency may act as a coordinator. sharing views about the origins and nature of the issue.
. Basic planning, budget formulation and evaluation . Joint budget programming.

activities continue to be conducted at a sectoral level. . Shared monitoring and assessment.

Operational matters are the onl . . . .
* or?es subject to joint efforts. v . Decision-making processes, information and

. resources are shared and pooled.
. Information exchange does not occur. . —
. Actions, resources a and responsibilities

¢ The funding of policy actions is h hrough K.
administered by a central authority. are shared through a networ

. The only arrangements for cross-sectoral . The organizational structures in different sectors undergo
action are multisectoral and technical modifications (organic, suprasectoral structures that
arrangements for some types of actions. support, at the least, a common form of governance).

. Low degree of cross-sectoral coordination. . High degree of cross-sectoral coordination.

Source: Prepared by the authors, on the basis of N. Cunill-Grau, “La intersectorialidad en las nuevas politicas sociales:
Un acercamiento analitico-conceptual”, Gestion y Politica Publica, vol. 23, No. 1, Mexico City, Economic Research and
Teaching Centre (CIDE), 2014.

aResource-sharing may entail anything from a common fund that is financed with special contributions from each sector,
to cofinancing involving the transfer of resources to a third-party agency, all the way up to the reassignment of existing
national budget allocations.
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It is therefore clear that a high degree of cross-sectoral coordination will give rise to changes
in the design and content of sectoral policies and in routines, work practices and methodologies for
the delivery of goods and services (Bronzo, 2007b). It also engenders a collective effort to fashion
comprehensive public policies, since, as emerges from an analysis of the Chile Crece Contigo
Programme, the concept of a comprehensive approach must permeate the design of a cross-sectoral
coordination initiative.

Without detracting from the importance of the lessons to be learned from the Chile Crece
Contigo Programme, it is important to realize that efforts to attain less intensive degrees of cross-
sectoral collaboration also have their place in an integration strategy. The underlying idea here is
that a given level of collaboration may eventually lead to closer collaboration down the road (Solar
and Cunill-Grau, 2014, p. 23), especially in view of the existence of an element that has been more
or less overlooked by theory but that is a very real factor in practice: the resistance to, or reluctance
to engage in, inter-agency collaboration (Cunill-Grau, 2014b).16

Political, institutional and cultural resistance to taking part in cross-sectoral endeavours is one
of the key factors underlying gaps in implementation, which in turn are a reflection of the obstacles
that will have to be overcome in order to move forward in the medium and long terms.

Institutional resistance stems from general “rules of the game” that constrain cross-sector
action: centralism, the predominance of a market rationale in the organizational and management
structure of the public sector (especially in relation to competition), a sectoral approach to budgetary
matters and to assessments, and vertical intergovernmental relations. There are also different
forms of cultural resistance, particularly in the case of information management, where this factor is
manifested in different agencies’ refusal to exchange information or to use shared databases. More
political forms of resistance arise out of power imbalances among the different sectors and levels
of government and out of political affinities and ties among political parties.

An empirical study on these forms of resistance to cross-sectoral undertakings and how they
are influenced by the degree of cross-sectoral coordination was carried out on the basis of a survey
of 117 senior managers and authorities connected with the Intersectoral Social Protection System
in six regions of Chile.!” This study found that both types of resistance have had a profound impact
and identified a clear-cut association between these kinds of resistance and occupational categories.

These kinds of findings suggest that it is important to have an impact on occupational and
organizational affinities when the aim is to break down resistance to cross-sectoral efforts. In their
seminal work (1973), Rittel and Webber maintained that the classic scientific paradigm for resolving
definable, understandable, consensually defined issues that is one of the foundations of modern
analysis is not applicable to open social systems in which the tasks of arriving at an understanding
of a problem and resolving that problem are concomitant. Along these same lines, the most recent
studies on “wicked problems”, which are, by definition, highly complex and ambiguous, challenge
the validity of traditional linear, analytical approaches to policymaking and emphasize that a genuine
understanding of this type of situation can only be achieved by means of a combination of the
approaches devised by many different professions (see, for example, Government of Australia,
2007, and Brugué, 2010).

In addition, these findings raise an alarm bell by pointing out that the prevailing trend is to
pursue cross-sectoral coordination solely through structural, formal channels. In so doing, they
underscore the importance of also incorporating a cultural and institutional perspective that opens
the way for the development of a shared sense of values, the orientation of training towards the

16 The examples given here of resistance to cross-sectoral cooperation have been taken almost word for word from Cunill-
Grau (2014b).

17 This study was conducted as part of FONDECYT Project No. 1120893 (CONICYT, Chile) and was conducted by Nuria
Cunill-Grau, Margarita Fernandez and Marcel Theza Manriquez.
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construction of a common culture and the production of an integrative form of leadership and smart
practices. A mixed public/private model has been used in some developed-country initiatives, such
as the creation of the Ministry of Social Development in New Zealand and the “whole-government
solutions” introduced in Australia that involve the formulation of value-based guidelines and codes
of conduct under the watchword “working together to build a culture of support for the public
sector” (Christensen and Laegreid, 2007). Along the same lines, a number of studies have focused
on multidisciplinary training —across all the different ranks, from the most junior to the most senior
positions, in a corporate hierarchy— as one of the key factors in engendering collaborative working
relationships (Horwath and Morrison, 2007).

These experiences highlight the importance of deliberation in the generation of shared meaning
for actors that not only have conflicting interests and values but also have the compartmentalized
thought patterns associated with different disciplines. Two important lessons nonetheless stand out.
The first is that the creation of the conditions that pave the way for dialogue —which are in themselves
difficult to achieve— requires very long time horizons. The second is that it is unlikely that genuine
coordination can be achieved by relying solely on formal deliberative structures in which discourse
revolves around existing interests.

Once there is an awareness of the importance of taking cultural and institutional factors into
account in the corresponding deliberations, there are other lessons to be learned as well. One is that,
in order to integrate the various governmental sectors (which is a sine qua non for the development
of the type of comprehensive approach that is called for in the implementation of the new social
protection policies now being proposed), it may be wise to adopt an incremental approach in which
the first steps are to foster an awareness that the “others” exist and an understanding of who they
are and what they do. An acknowledgement of and familiarity with the other stakeholders are, in fact,
a prerequisite for cooperation and the formation of partnerships. This kind of process may take hold
more readily in an informal setting rather than a formal one. Accordingly, before moving on to more
complex types of collaboration, a first step may be to encourage the different stakeholders to network
with one another (Winkworth and White, 2011). As a corollary, this entails embracing the concept
of cross-sectoral coordination as something that has to be built up over time and visualizing it as a
process. Yet another lesson has to do with the need to use different approaches for the development
of cross-sectoral coordination depending on the degree of propensity to cooperate displayed by
the sectors involved. One important consideration in this regard is that, when dealing with more
consolidated sectors (e.g., health and education) that have solid institutional, budgetary and human
resource structures, as well as with territorial networks with more consolidated technical capabilities
and facilities, the perceived level of interdependence with other sectors tends to be quite low. Even
when one sector has to rely on the skill sets of other sectors, the more consolidated policies have
sufficient funding to enable them to avoid becoming involved in complex forms of cross-sectoral
coordination whose outcome is uncertain.

In contrast, other areas of activity, such as the social assistance sector, have —in addition to
the complexities that are inherent in the types of problems that they deal with— only recently come
to be viewed as a subject to be addressed by public policy. Consequently, they have less control
over the resources needed to deliver their services, to recruit the professional staff that they need
and to expand the coverage of their networks.

In sum, the different paths taken by the sectors involved in the cross-sectoral actions to be
undertaken, the nature of the problem or issue to be addressed, the legacy left by previous policies
and existing political and institutional constraints should all be taken into consideration when
analysing the various sectors’ propensities to engage in cross-sectoral collaborative action (Veiga
and Bronzo, 2014).
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The Bolsa Familia Programme illustrates some of the tensions that can arise when an attempt
is made to coordinate social assistance initiatives with action in the education and health sectors.
It also provides examples of the trade-offs involved in coordinating targeted policies with policies
focusing on universal coverage and in coordinating policy actions across different levels of government

The experience with the Bolsa Familia Programme underscores the importance of building
consensus around the objectives of policies aimed at surmounting institutional, disciplinary,
technicalnand organizational hurdles and barriers and overcoming the modern-daynfiefdoms that
have established themselves in these areas. It also illustratesnthe fact that regulations and protocols
are necessary but not enough in andnof themselves to bring about cross-sectoral coordination. It
takes time fornnew perspectives and procedures to take hold in the more structured and consolidated
sectors, together with an effort to accommodate the differing organizational cultures and rationales
of each sector in order to pave the way for an effective form of collaboration.
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Universal social protection financing
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Introduction

One of the main challenges for social protection systems is securing adequate and stable sources
of funding. In both Latin America and the Caribbean, social protection spending as a percentage
of GDP has increased over the past decade. In a group of 17 Latin American countries, an average
of 41% of GDP was spent on social protection in 2016, making it the largest social spending
component, followed by education. In contrast, in the five Caribbean countries for which data
are presented in the Social Panorama of Latin America, 2018, the lion’s share of resources were
earmarked for education, with social protection in second place (3.1% of GDP).

Chapter IX identifies criteria for classifying social investment, analyses the sources of
funding available for contributory and non-contributory social protection and the different funding
models that exist, and identifies some of the challenges facing pension and health systems.
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A. State action in social protection*

The State carries out a number of actions that are generally referred to as social investment: investment
in social protection (social security and social assistance), health care, education, households and
infrastructure for sanitation, sewerage and drinking water. This sectoral definition skates over a
number of important discussions, however and, although these cannot always be reflected in different
models of accounting, given the limitations of the sources, they are important from the conceptual
and analytical point of view in terms of understanding what the State does in the social sphere and
how these actions are financed.

The Government Finance Statistics Manual (IMF, 2014) identifies three criteria for classifying public
investment: administrative, economic and functional (see diagram XIII.1). These approaches complement
each other and capture investment from different dimensions, which different analytical applications.
The discussion in this chapter uses the functional classification, because of its utility for policy analysis.

B Diagram IX.1
Criteria for classifying social investment

Administrative Economic Functional

classification classification classification
Who spends How are the For what purpose are the

the resources? resources spent? resources spent?

Departments and Econ0m|(:: use Oft Functions, .
bodies to which res°“’°§_$- CU";“ prczjgra?jryzes, tproJEF :
the resources spending an and activities to whicl

capital spending the resources

are allocated
are devoted

Source: R. Martinez and M.P. Collinao, “Gasto social. Modelo de medicién y andlisis para América Latina y el Caribe”,
Manuales series, No. 65 (LC/L.3171-P), Santiago, Economic Commission for Latin America and the Caribbean (ECLAC), 2010,
on the basis of Economic Research and Teaching Centre (CIDE), Manual sobre la clasificaciéon del gasto publico federal,
Mexico City, Programa de Presupuesto y Gasto Publico, 2001.

The functional classification and its relation to the administrative (or sectoral) classification
is central to social protection policy, because programmes are distributed across a broad range
of administrative or sectoral agencies. Although we tend to think that the areas of work involved in
social protection lie mainly in the social security and health systems —and, more recently, in social
development ministries geared towards poverty reduction— there are measures that involve other
departments or areas of the State apparatus, such as labour (labour market regulation), health
(insurance and access), education (scholarships and school meals), housing (subsidies for access
to basic services) and safety (response to natural disasters).

The measurement and analysis of investment in social protection therefore requires exhaustive
classification and organization of information generated in different sectors, which is not always sufficiently
structured and disaggregated at the source for this to be possible. With a view to enhancing analytical
capabilities, Martinez and Collinao (2010) propose advancing towards a model of classification from
primary data sources, considering the function and desired impact, the recipient population and the
type of output, the source of financing, the sector and level of government of the executing agency,
the destination (production or administration) and the cost item (investment or operation).

* Authors: F. Filgueira and R. Martinez.
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B. Financing social protection

Social protection systems are financed through taxes or social security contributions (from workers,
employers or both), or a combination of taxes and contributions, in addition to co-payments from
families towards the cost of social services —such as health services— in the form of direct payments
(“out-of-pocket spending”) or as insurance, in cases where the system does not meet their needs
fully. The poorest countries can also count on the support of international cooperation agencies and
financial institutions.

Funding sources for social protection have been the subject of prolonged debate in the
region, particularly for the retirement and pensions component, health systems and their potential
expansion. Health systems are funded by both tax and social security contributions. Countries that
finance health out of general government revenues include: the Bolivarian Republic of Venezuela,
Brazil, Cuba and most English-speaking Caribbean countries. In some countries, such as Chile,
Costa Rica or Colombia, contributions are used to supplement general revenues. In others, such
as Argentina, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay,
Peru, the Plurinational State of Bolivia and Uruguay, health is not financed out of general revenues
(Cetrangolo and Goldschmit, 2009).

1. Contributory social protection

In Latin America, there are three main contributory pension models or systems: pay-as-you-go (PAYG)
(defined benefit); partially funded collective; and individually funded (defined contribution) (Mesa-Lago,
2004b). However, ECLAC (2006) pointed out that, as the region’s labour markets have not succeeded
in becoming a universal or dynamic gateway to social protection, there is an urgent need to develop
social protection systems that are not necessarily employment-based, by promoting non-contributory
social protection mechanisms. Major examples of this are CTPs and pensions for older adults funded
by the Treasury in countries like Brazil, Chile, Mexico and the Plurinational State of Bolivia.

Until the 1970s, countries had collective financing and public administration systems based
on an intergenerational contract for savings and protection and would set up a fund to cover the
risks of disability and death, as well as reserves against unexpected demographic changes (Uthoff
2006)." In the early 1980s, to address the possibility that the system would be unable to afford to pay
out future retirement benefits,? Chile developed an individually funded system of individual savings
accounts, with their corresponding private pension fund managers (AFPs), which later spread in
various forms to Argentina, Colombia, Costa Rica, the Dominican Republic, El Salvador, Mexico,
the Plurinational State of Bolivia, Peru and Uruguay. As a result of these reforms, coverage shrank
and pension amounts did not increase significantly.

The universe of both the original PAYG schemes and the fully funded schemes includes only
formal sector employees and the schemes are funded primarily by mandatory contributions from

1 Some of these systems were administered through a large (public or independent) national fund, such as Brazil’'s Social
Welfare Fund or the Costa Rican Social Security Fund, while others operated as targeted funds for specific occupational
groups, such as Chile’s Private Employees’ Fund (EMPART) or Argentina’s national social security funds (industry,
commerce and civic activities; State and public services and self-employed) (ANSES, 2009).

2 Uthoff (2006) also points to the following factors as drivers of reform: the difference between administering savings
funds for guaranteed outcomes (such as old age) and administering insurance funds for possible outcomes (such as
disease, disability or premature death); the extreme vulnerability of the PAYG fund to the “political use” of its resources
to finance other public policy initiatives while disregarding the balance between risk and return required to guarantee
the reserve funds; and the persistence of cross-subsidies owing to the nature of contributions to the system.
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workers (defined by law), supplemented in some cases by employers. The difference is that, inherent
in the PAYG model is a system of internal solidarity among contributors, which is not present in the
individually funded model.

Both financing systems have come under criticism. It is argued that, owing to the impact
of demographic transition (lower birth rates and mortality, coupled with higher life expectancy), the
PAYG system would generate a long-term deficit, as the number of beneficiaries of retirement or other
pensions, with predefined entitlements drawn for a longer average time, is growing steadily, unlike
the actuarial income stream. This calls for a progressive increase in contributions from employed
workers or a significant increase in social investment, or both, a situation that has already been
observed in a number of countries, with major fiscal repercussions.® Two of the criticisms levelled
at the individually funded system are that transferral from one system to the other has produced
considerable deficits in existing pension funds, owing to the break in the revenue stream, and that
the widely varying contributions made by employees during the working phase of their lives means
that they end up with insufficient retirement benefits that need to be topped up with State pensions.*
To rectify this situation, State-guaranteed minimum pension programmes or, less commonly, State
contribution subsidies have been introduced. As both solutions are conditional upon payments into
contributory systems, they exclude informal-sector workers. In contrast, non-contributory pensions
have extended citizen solidarity to the least protected sectors (ECLAC, 2006).

In order to engender new political and social agreements on the pension issue, Uthoff (2006)
points to the need to incorporate the following four “pillars”: (i) a macroeconomic and institutional
pillar based on countercyclical policies following the structural surplus rule (as in the case of Chile) or
stabilization funds;® (i) the adaptation of pension models to local demographic and financial realities;
(il a strategy for increasing contributions, acknowledging the importance of improving affiliates’
productive capacity, for which human capital formation, productive development and employment
policies become crucial; and (iv) the solidarity pillar, which completes the cycle of initiatives to
ensure the use of financially sustainable arrangements to narrow gaps in protection coverage.
This consists of incorporating solidarity criteria into the savings required to finance benefits, while
seeking to reward effort by means of defined-contribution systems (thus avoiding disincentives), and
establishing guarantee funds, on an actuarial basis, to provide minimum benefits. The core ideais to
reconcile the principles of equity and solidarity, while ensuring that benefits do not exceed capitalized
contributions (Uthoff 2006).

However, the solidarity pillar poses the dilemma of limited scope for increasing contributions
in Latin America, owing to persistent high levels of informal employment and low social security
contributions. In its 2007 pension reform, Chile opted to supplement contributions with benefits financed
from general tax revenues, with the result that the final pension is the sum total of the self-financed
pension and the solidarity pillar top-up within a “graduated minimum pension” rationale (Uthoff, 2008).
This solution required consensus and political will and, as this is something that cannot be taken
for granted in the region, there needs to be further debate on alternatives. For example, recently the
World Bank (Ribe, Robalino and Walker, 2010) called for workers’ social security contributions to
be increased, including contributions from workers outside the formal labour market, by means of

3 See, for example, the case of Uruguay and the fiscal dilemmas facing this model in Filgueira, Georgieva and Lijtenstein (2009).

4 Individually funded systems have also been criticized from a gender equity perspective, as the precarious employment
of women prevents them from becoming members and compounds their vulnerability (Marco, 2004).

5 Acosta and Ramirez (2004) point to the adoption of Brazil’s Fiscal Responsibility Law, which imposed spending limits
to safeguard macroeconomic stability, and the creation of targeted funds, such as the Fund for Primary Education
Development and for Enhancing the Value of the Teaching Profession (FUNDEF) and the Poverty Alleviation Fund, with
contributions from various levels of government and under budget-sharing arrangements. At the same time, the authors
highlight the contribution that savings funds could make to social protection in other countries in the region for protecting
their resources, especially those of the poorest sectors, in times of crisis and fiscal austerity (Acosta and Ramirez, 2004).
The example of Chile’s countercyclical policies is cited frequently in this respect. Colombia has also implemented a
Social Protection and Equilibrium Fund (FEPS) (2002), where funding is amassed on a countercyclical basis, by saving
additional tax receipts in years when the country’s GDP grows by more than 4% (Acosta and Ramirez, 2004).
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incremental and voluntary contributions. This would unify traditionally fragmented contributory social
protection systems and eliminate the factors that discourage hiring and more formal employment
arrangements (taxation and regulations) (Ferreira and Robalino, 2010). This also calls for better
alignment of incentives and rewards and greater transparency regarding subsidies, which should
be financed from general revenues.

These proposals have elicited concern from a number of authors regarding the room for
complementarity that would exist between non-contributory and contributory pensions (Lo Vuolo,
2009; Ramirez and Pefialoza, 2007; Ribe, Robalino and Walker, 2010). This debate is based on the
recognition that social protection systems are fragmented, dividing the beneficiary population on the
basis of contributory and non-contributory mechanisms, and do not always give access to benefits
of equal quality and timeliness. Proposals to address these issues have included: universalizing
non-contributory instruments to tackle the deficits of citizenship arising from this fragmentation
(Huber, 2006; Lo Vuolo, 2009); promoting growth in contributions (Ribe, Robalino and Walker, 2010);
or improving institutional coordination of the two types of policy (contributory and non-contributory)
(Acosta and Ramirez, 2004). Undoubtedly this is an area that warrants further analysis and debate.

Income protection against job loss is another instance where funding comes from several
sources. Compensation is usually provided by employers, while, in the case of unemployment
insurance, there are some combinations in which employees also participate, sometimes with a
public contribution. For example, Chile’s unemployment insurance scheme, launched in 2002, is
funded through both individual unemployment accounts and a Solidarity Severance Fund, to which
both employers and the State contribute (AFC, 2010; Fajnzylber, 2010).

2. Non-contributory social protection

Funding for the non-contributory social protection component comes from three sources: a direct
government allocation from the national budget; loans from international financial institutions; and
grants from both private sources and international cooperation agencies, with different budget shares.

One example of funding from the national budget is Brazil, where the Continuous Benefit
Programme (BPC), a non-contributory pension scheme for individuals with disabilities and older adults
with an income below one-quarter of the minimum wage, is paid by the National Social Security Institute
(INSS) (which is also in charge of contributory pension schemes) and financed entirely by transfers
from the Federal Treasury via the National Social Assistance Fund (FNAS). The main source of funding
to support this benefit is the Contribution to the Financing of the Social Security System (COFINS), a
tax enshrined in the 1988 Constitution to finance the social security budget. The Federal Government
is therefore responsible for bearing all costs and for administration (Schwarzer and Querino 2002). € In
Mexico, the Federal District’s non-contributory universal pension scheme for older adults is solidarity-
based and funded entirely by the taxpayers of the Federal District of Mexico.”

In other countries, non-contributory social protection programmes are financed by receipts
from the exploitation of natural resources, as in the Plurinational State of Bolivia, where the Dignity
Income is funded by proceeds from the sale of hydrocarbons. Chile’s Pension Reserve Fund (FRP)
bears the cost of progressive expansion in the coverage of the Basic Solidarity Pension for old age

6 In Brazil there is also a “semi-contributory” rural pension system subject to a minimum period of work (12 years) in the
agriculture sector and partly financed out of taxes on the sale of agricultural products, which has helped to reduce
poverty significantly in areas such as the north-east of the country (ECLAC, 2006).

7 Annual budget ordinance approved by the Legislative Assembly of the Federal District of Mexico, as defined by the law
establishing the right to a pension for older adults for people aged 68 and over living in the Federal District of Mexico,
published in the Federal District official gazette on 18 November 2003. See [online] http://www.adultomayor.df.gob.mx/
iaam/LPension.pdf.
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and disability (PBS) and the solidarity top-up (old-age and disability) benefit (APS), as well as the
system of State-guaranteed minimum old age, disability and survivors’ pensions.8 The FRP follows a
structural balance rationale as Chile’s chosen fiscal methodology, which seeks to isolate the effects
of economic variability in public finance, in accordance with economic activity, tax revenues and the
price of copper and molybdenum. Every year the FRP is credited with the fiscal surplus accrued the
previous year (no less than 0.2% and no more than 0.5% of GDP) and, in extraordinary periods, it may
receive contributions from the Economic and Social Stabilization Fund (FEES), which accumulates
structural surplus flows during positive cycles and serves as a source of financing during periods of
fiscal deficit (Rodriguez and Flores, 2010).

In the case of loans and grants, external financing presents both opportunities and drawbacks
when it comes to implementing non-contributory social protection policies because it brings with it
conditionalities and an erratic flow of funding. Especially in the case of CTPs, a clear contrast can
be seen between pilot programmes in the poorest countries, which have been conducted using
external funds, and CTPs in countries with better human development indicators that have been
financed internally. It is common for the terms of reference of loans to be at variance with programme
objectives (Moore, 2009b), as illustrated by Nicaragua and Honduras.®

3. Gender equity

In the context of expanding social protection coverage, discussions on the issue of equity in financing
social protection have intensified in recent years, not only between generations or within same-
generation groups but also between the sexes. Traditionally it is women who, from childhood, have
served as caregivers to the region’s dependent population. Consideration must therefore be given
to a set of prevention measures and demands. Among other measures for promoting greater gender
equality, ECLAC (2010a) and ILO/UNDP (2009) have pledged to promote universal access to social
services and to social protection, prioritizing investment in care services.

8 The PBS is granted to all men and women belonging to the 60% of the population in the lower socio-economic sector,
who have been resident in Chile for 20 years and are aged 65 or over (old-age PBS), or aged between 18 and 65 and
suffering from a mental or physical disability (disability PBS). The APS consists of a cash transfer to pension system
affiliates receiving only a small contributory pension (Huepe and Larrafiaga, 2010). The objective of the State Guarantee is
to build a revenue base for people who, despite having paid contributions for a considerable part of their lives, are unable
to muster enough resources to match the minimum pension and have no other source of income (SP, 2010). It is estimated
that the coverage of Chile’s solidarity pension system will have increased from a little over 612,000 beneficiaries (at the
time of its launch in December 2008) to 1,215,000 by December 2012.

9 In the case of Honduras, 60% of funding for the Family Allowance Programme (PRAF) in 2010 consisted of internal
resources, 21% came from loans from the Inter-American Development Bank (IDB) and the Central American Bank
for Economic Integration (CABEI) and the remaining 19% comprised grants from IDB and the Government of Taiwan
Province of China, coupled with debt relief from the United States and Germany (Republic of Honduras, 2010).
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C. Types of financing for social protection*

Instruments for financing social protection (and the ways in which they tie in with eligibility requirements
and delivery systems) and, more generally, social policy combine legacy elements left over from
the older model developed during the import-substitution phase, tools that have their origin in the
targeting and market-centric models of the 1990s and more recent innovations that redefine the
boundaries of four classic dichotomies in social policy: universalism/targeting, contributory/general
revenues, public/private and supply/demand (see chapter ll). It is important to delve more deeply into
the variants, specifications and, above all, implications of the use of these instruments.

1. Social protection and cash benefits

There are three ways in which the State can finance cash benefits: (i) social security contributions
in systems with a solidarity component; (ii) obligatory individual savings and capitalization accounts
(a contributory model without a solidarity component); and (iii) general revenues.

(i) Contributory models with a solidarity component. Traditional social security systems
(pay-as-you-go systems that include a solidarity component) were introduced in the region in an
effort to provide universal coverage for workers and their dependants. They comprise a set of types of
insurance coverage designed to provide replacement income or a guaranteed income for workers during
various types of life events: old age, illness, unemployment, disability, birth of a child or pregnancy.
Dependants are associated with another set of rights pertaining to widowhood, increased childcare
costs or the death of a breadwinner and the subsequent impact on the benefits to be received by
minor children. In essence, all these events involve something that happens to the worker: it is the
worker who grows old, falls ill, becomes disabled, becomes unemployed or has a child. It is also
the worker who dies, who has dependants or who leaves behind minor children. The social security
rights in question in these latter types of cases are transferred to the spouse or children because
that person is or was a gainfully employed worker who, in this type of social insurance model, paid
a portion of his or her earnings into the social security system.

All dependent workers are required to pay into a common insurance system. Theoretically,
these contributions should cover all the social security benefits that are paid out when people are
faced with any of the insured events. The contributions and the resulting benefit entitlements may
be more or less stratified, with levels of contributions and levels of benefits being equivalent, but
the system’s balance derives from the proposition that what is paid into the system will equal, at the
present time and across time, its outlays.

These systems are defined as pay-as-you-go schemes and are considered to be solidarity-
based, as employed persons are paying for unemployed persons (via unemployment insurance);
workers who are not having children are financing those who do (maternity or paternity leave); and
members of the economically active population are financing pensioners (retirement and old-age
pensions) and those who have children (family allowances). Box IX.1 outlines some of the inherent
features of solidarity-based social security systems and some of the differing versions of such schemes.

* Authors: F. Filgueira and R. Martinez.
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B Box IX.1

Features and different versions of solidarity-based social security systems
The most notable feature of social security systems is that the solidarity-based model applies only to people who
have paid into the system for a given number of years. People who do not pay into the system are not part of the
solidarity-based scheme. Another feature is that this financing modality is, strictly speaking, a redistributive model
that works along two different lines: the redistribution of income over the life cycle, and redistribution among different

categories of people. (It may also involve redistribution among persons at different income levels, but this is not a
central operational feature of this kind of system).

The different variants of these systems are also of interest. There are systems that are financed by payroll
taxes that can only be paid by workers or by workers and employers, with these resources being supplemented by
some type of contribution from the State (in which case we are no longer talking about a pure contributory system).
The taxation rates may be flat (all workers pay an equal percentage of their income) or variable (workers in different
sectors or occupations pay different rates). In these models, the rates are rarely differentiated by income level, although
this can occur when rates differentiated by occupational category correlate with different income levels. In general,
however, in these cases benefit levels are also stratified.

The next aspect has to do with how benefits, rather than contributions, are defined, which is referred to as the
replacement rate (i.e. the level of benefits as a proportion of the prior income on which they are based). For example, a
system may set pensions at 80% of the mean income over the last 10 years worked, unemployment insurance benefits
at the equivalent of 70% of the income level prior to unemployment and maternity leave benefits at the equivalent of
100% of the immediately preceding salary.

The definition of contributions (rates) and benefits are combined with two criteria that determine eligibility:
(i) how much time a person has to have been paying into the system in order to be eligible for a pension, maternity
leave or unemployment benefits; and (ii) what the earliest retirement age is. These four factors (contribution rates,
replacement rates, years of contributions and age at retirement) determine the actual coverage and the degree of
progressiveness or regressiveness within the system and in terms of those who are eligible and those who are not.

Source: Prepared by the authors.

It is clear that, especially in Latin America, universal social security coverage for workers has
never been attained. Since coverage is determined by contributions to the system, universal coverage
can only become a reality if everybody pays into the system. Many workers do not have adequate
social security coverage and therefore their families do not have that coverage either. In many other
cases, even if contributors receive all the benefits provided for in the system, many of the types of
risks discussed in the second part of this book are not covered. For example, retirement pensions
may be provided, but not unemployment insurance, or sick leave benefits may be provided but not
paid maternity leave. In addition, many of these systems are stratified in terms of the amount, variety
and quality of the benefits that they include.

(ii) Contributory models without a solidarity component. This financing model is often
classified as being based on private, rather than public, investment. Individual capitalization pension
and insurance systems, along with accident or unemployment insurance schemes based on individual
accounts, are private financing systems. When the State requires wage workers to pay into these
kinds of systems, we are dealing with a State-run model of risk coverage, even if the funds that are
collected are administered by private agencies.

Most of the contributory systems in the region combine at least two different financing modalities.
Many countries use funds from general revenues for targeted policies, contributory financing under
pay-as-you-go schemes and obligatory individual insurance and capitalization accounts. In some
countries (Argentina, Brazil), there are no individual accounts and, in a few, pay-as-you-go schemes
are now used for only a very few occupational categories (e.g. military personnel or civil servants)
or are being phased out altogether (Chile).
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Another important point is that financing schemes that are used for the same types of policies
entailing the same eligibility requirements may still be very different from one another. Contributory
systems rarely are financed completely by workers’ and employers’ contributions; they almost always
draw on some kind of subsidy provided out of general revenues. These subsidies are used for two
main purposes: to include vulnerable sectors that do not meet the standard eligibility requirements;
and to underpin actuarial deficits so that the level of benefits for persons already in the system can
be maintained or raised or so that decreases in the contributions of economically active members
can be covered. Individual capitalization models also often use combinations of financing modes
that include State subsidies. One example of this is the “solidarity pillar” in the Chilean system that
was introduced during the 2008 pension reform and provides coverage for people whose pension
savings are not enough to provide them with a basic minimum pension (SP, 2008).

Following on from the classification developed by ECLAC (2006), Cetrangolo and Goldschmit
(2009) propose a classification of the types of financing for contributory social protection systems
based on whether contributions are obligatory or voluntary, whether the source of financing is
governmental or non-governmental and whether or not the “benefit principle” is satisfied. The
combination of these categories makes it possible to identify redistributive public or private benefit (or
“merit good”) circumstances. In addition, calculations of the value of retirement and other pensions
will differ depending on whether they are defined benefit systems (e.g. average monthly income prior
to retirement) or defined (in terms of fixed rates or percentages) contributory systems, in which case
the amount of the benefit depends on the amount of accumulated funds and the type of capitalization
(individual capitalization or notional accounts) model.

(iii) Non-contributory models. There have always been targeted models in the region,
although they have taken greater hold in recent times. These models are designed to provide a
guaranteed minimum income or to make up the shortfalls in the incomes generated by individuals
and their families who are not covered by the contributory social security system. Welfare-based
pensions, conditional cash transfer programmes and subsidized employment programmes are all
targeted schemes that are funded out of general revenues. For these types of schemes, eligibility
is not based on contributions but rather on need (poverty, extreme poverty or other forms). These
models thus generate benefits that are financed by general revenues and that are based on the
demonstration or identification by the State of unmet needs.

There is another group of benefits that is not based on contributions or need but that instead
takes the form of a flat, basic cash benefit that is provided to all citizens. There are almost no systems
of this type in the region, but in many OECD countries, minimum pension floors, allowances or bonuses
for each child born or family allowances are universal benefits that are funded out of general revenues.

None of these three categories includes household-to-household solidarity financing, one
of whose largest components takes the form of remittances sent by migrant workers from abroad.
These flows have risen sharply since the 1990s and had come to represent a significant percentage
of GDP in some countries of the region by the early 2000s (Solimano and Allendes, 2007)."© While
these funds are not used solely to cover social needs, since in some cases they are used for capital
and productive investments, they have become a key source of support for poor and vulnerable
households. They have thus come to serve as a supplementary —and in some cases substitutive—
private social protection system for recipient households, some of which rely almost entirely on
these remittances.

10 As of 2014, remittances still represented a very large percentage (over 15%) of GDP in El Salvador, Guyana, Haiti,
Honduras and Nicaragua (IDB, 2015).
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2. Social protection and access to health care

The State can finance health services in three different ways: (i) general revenues; (ii) contributory
insurance schemes; and (jiii) mandatory individual insurance coverage and service co-payments.

Some kinds of benefits tend to be provided on a universal basis and to be funded out of
general revenues. Vaccinations and sanitation infrastructure are some of the most obvious examples.
The State draws on general revenues in order to guarantee a basic level of access to these kinds
of benefits because they are regarded as public goods or preferred goods by virtue of their strong
positive externalities or their strong negative externalities in the event of their underconsumption.

In many cases, however, these benefits —especially childbirth and primary care services—
are part of contributory insurance schemes that have a similar financing model to the one used for
social security systems that provide cash benefits: everyone contributes and some enjoy the benefits.
The solidarity-based model, in this case, relies on the fact that healthy people can help pay for the
services needed by people in poor health, or that those who are not in need of financial assistance
can provide support for those who do.

In addition to these two financing modalities, there are mandatory private or individual
insurance schemes. In this case, benefits are determined by the amount of contributions and co-
pay mechanisms.

Headway has been made in expanding coverage in the region by means of subsidized
contributory systems (Costa Rica, Uruguay), lower-cost segmented insurance programmes (e.g.
the Public Social Security System in Mexico) and free-of-charge insurance programmes covering
a subset of basic benefits (e.g. the Explicit Guarantees Universal Access Plan, better known as the
AUGE Plan, in Chile). The differing degrees of the integration of these benefits and financing modalities
are what accounts for existing coverage gaps and gaps in terms of the quality and range of benefits.
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D. Connections between fiscal policy and pension systems

International organizations have been monitoring the social, economic and political effects of Latin
America’s demographic transition on a permanent basis; the fiscal impact of pension systems,
however, which arises from a range of factors, has been studied less and has been a topic of keen
interest in recent years.

Exogenous and endogenous factors that determine the fiscal effects of pension systems can
be identified (see diagram IX.2). The exogenous factors include the following: (i) the macroeconomic
climate (growth rate, tax burden and other aspects), (i) demographics (ageing), and (jii) the job market,
including such other factors as job creation and the level of informal employment, given that they
shape the outcomes of pension system. The endogenous factors, on the other hand, include: (i)
pension system reforms, (ii) coverage levels, (iii) the adequacy of the benefits, (iv) the extent of non-
contributory pension systems, (v) the development of the institutional architecture for pensions, and
(vi) discussions on the inclusion of gender considerations in pension system design.

B Diagram IX.2
Factors that determine the fiscal effect of pension systems
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The macroeconomic scenario, characterized by moderate growth, accelerated population
ageing and high rates of informal employment in the job market are some of the pension system’s
main exogenous factors that will bring pressure to bear for pension reform in the region’s countries.
On account of slow growth rates, among other factors, public revenues will not increase significantly
(unless tax reforms are implemented) and this will be accompanied by weak levels of waged job
creation. The ageing of the population will put pressure on public spending and, in particular, on social
security systems (pensions and health). At the same time, informal employment levels will restrict the
contributory coverage of active workers and benefit adequacy, which will mean increased pressure
on public spending. The combination of these factors will test the sustainability of pension systems,
which will depend on the reforms implemented in both the pension and fiscal arenas.

At present, pension systems cover almost 79% of people aged 65 and over in the region, for
a total of some 36 million (see chapter lll). Assuming that progress toward universal pension coverage
will be made over the coming decades (which is a basic principle of social security and reflects the
situation in the developed countries), pension systems will have to cover almost 196 million people aged
65 and over in 2065, more than five times the current number of pension recipients (ECLAC, 2017).

In that context, the potential increase in coverage will mean that the pension system will bring
pressure to bear on public spending. In addition, assuming that the level of benefits could increase
over the coming decades, the conclusion is that pension systems must be one of the focuses of
studies of public finances and that pension reforms will be a central element in ensuring the region’s
fiscal sustainability (Arenas de Mesa, 2016).

In addition to pension reforms, the sustainability of pension systems will largely depend
on comprehensive fiscal reforms that take account of revenues, spending and the institutional
architecture for taxation. In recent years, the region has made great efforts with collecting taxes,
which has enabled public revenues to hold steady as a proportion of GDP (ECLAC, 2018 and 2019).
However, fiscal policy depends critically on the efficiency, quality and composition of public spending,
particularly during times of economic slowdown and of growing social, demographic, institutional
and gender demands. In that context, estimates and forecasts of public spending on pensions will
be essential in efficiently meeting the budgetary demands of the social protection system and, above
all, of pension systems.
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E. Out-of-pocket health spending and inequality!

Health services and products have three main sources of funding, the importance of which varies from
one country to another depending on the structure of their health systems: (i) general and specific taxation,
(i) contributions to social security collected by means payroll taxes or other taxes or contributions, and
(i) disbursements made by households themselves. The following paragraphs analyse private health
spending by Latin American households, particularly direct or out-of-pocket expenses arising from
payments or co-payments for benefits.

According to the definition of the Pan American Health Organization (PAHO, 2007), household
spending on health covers two kinds of expenditure. Direct —or out-of-pocket— spending covers net
outlays for such items as hospitalizations, in-patient procedures and medicines: in other words, the
costs met after deducting reimbursements received from the health system or insurance scheme in
which the patient is a member. Indirect spending, in contrast, refers to pre-paid medical care plans,
private health insurance and contributions to public insurance.?

Such spending is alien to the logic of solidarity or risk diversification and is made on a fragmentary
basis, generally to service providers. In some cases, its effectiveness, efficiency or relevance is
unclear (for example, when such expenses are the result of high drug prices, overpriced services in
certain markets or excessive benefits). In that such outlays reflect the socioeconomic standing of the
individuals who make them, they are among the most unfair forms of health funding; reducing them
is a complex challenge that must be tackled from the perspective of a more universal and solidarity-
based social protection model. However, not only are reductions in out-of-pocket spending important:
there are related areas of expense that also require regulation. When certain items are covered by
universal, solidarity-based insurance, their prices must also be monitored to avoid situations such as
the one that arose in Colombia, where a drastic reduction in out-of-pocket spending on medicines by
the insured population was accompanied by an explosion in spending on drugs by the health system
and the national budget, on account of the surcharges imposed by pharmaceutical companies in the
context of litigation related to the right to health.

Different segments of the population report different levels of vulnerability to out-of-pocket health
expenses that could affect their socioeconomic conditions. The level of vulnerability is determined by both
the amount of the out-of-pocket expenses and the household’s capacity for spending (see table IX.1).
Spending capacity is defined as total household spending less the subsistence level amount spent on
food, which on average accounts for around 50%. The burden of out-of-pocket health expenses is the
proportion that the account for within the household’s available spending capacity; certain thresholds
may be established, at around 30% to 40%, to indicate expenses that, because of their magnitude,
are considered catastrophic.'® This analysis uses a threshold of 30%.

" This section summarizes ideas and calculations made in ECLAC (2013, ch. V).

12 It should be noted that the surveys do not distinguish whether the reimbursements have already been discounted from
the direct payment amounts or, in other cases, what the amount of future reimbursements will be. The burden of out-of-
pocket spending expresses the volume of those expenses vis-a-vis the household’s spending capacity, which is defined
as the household’s total spending minus its subsistence costs (ECLAC, 2013)

18 Xu (2005) and Murray and others (2003) set the threshold at 40%, which is the level used in both ECLAC (2008) and Perticara
(2008). In turn, Knaul and others (2011) recently used a figure of 30%, which increases the number of households whose
expenses fall into that category. The present analysis uses a threshold of 30% to improve the sample quality offered for analysis
by the surveys; for that reason, the figures are not comparable with ECLAC (2008) or Perticara (2008). It should be noted that
measurements using income and expenditure surveys allow expenses incurred in the month of the survey to be calculated, but
not their more lasting effects (for example, if temporary impoverishment caused by a catastrophic health event extends into the
medium or long terms). Neither do they reflect recurring expenses or, as a result, the temporal dimension of their impact. They
do nevertheless give an idea of the unequal capacities of households to meet expenses that are not covered by insurance when
acute or chronic morbidity events occur. For further methodological details on the use of the household income and expenditure
surveys to analyse out-of-pocket health expenditure, see ECLAC (2013, box V.2). To calculate spending in 2005 purchasing
power parity (PPP) dollars, the PPP dollar conversion factors published in the World Bank’s World Development Indicators were
used; the exchange rate used was the 2005 rf series. As the specific exchange rates for the subsamples throughout the analysis
period for all the countries were not available, the average consumer price indexes for the entire survey period were used for
indexing purposes and to calculate amounts in local currencies as 2005 averages.
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As is to be expected, the weight of out-of-pocket expenses varies greatly across income
distribution. The lower out-of-pocket spending seen among the poorest segments could be an effect
of insurance (a variable that cannot be measured accurately because of the sample sizes and the
different solutions used to record and register spending in the surveys) or, failing that, it could indicate
an inability to cover such outlays. The disparity in the average amounts by income quintiles across
Latin America can be seen on figure IX.1. Examining the structure of spending reveals that households
in the lower income quintiles spend proportionally more on medicines, whereas as income increases,
more is spent on specialized care (see figure 1X.1). This could be evidence of self-medication as a
solution for exposure during episodes of illness in the most vulnerable households and of limitations
for spending on specialized care.

B Table IX.1

Latin America (18 countries): general indicators related to out-of-pocket health spending
made in one month

(Percentages)
Spending Out-of-pocket health spending o\ seholds  Households with out-of-
Country poroontago of on A doncf pockethealth  welgntofthat Sponding wihin
total spending® ofst;tell)lrgsgrrml?r:]g spseﬁdpi:l%pgz:plggitoya spending total spending capacity
Argentina (2004/2005) 61,9 5,0 6,8 45,7 12,5
B o
Brazil (2008/2009) 85,5 5,0 57 14,3 6,7
Chile (2006/2007) 68,3 4,3 5,6 34,5 8,6
Colombia (2007) 59,4 1,9 2,9 36,4 4,6
Costa Rica (2004) 73,2 2,1 2,6 36,5 4,1
Ecuador (2003/2004) 72,9 4,7 6,2 4,0 6,5
El Salvador (2006) 65,4 43 6,1 13,7 71
Guatemala (2006) 56,8 6,2 9,4 11,3 10,6
Honduras (2004) 59,2 11,2 16,4 19,4 20,3
Mexico (2006) 75,0 4,7 6,0 19,8 75
Nicaragua (2005) 42,7 6,6 12,6 17,2 15,2
Panama (2007) 72,2 2,4 3,1 10,1 35
Paraguay (1997) 43,5 3,6 7,2 77 78
Peru (2008) 61,7 7,0 10,4 75 11,2
Dominican Republic (2007) 42,6 6,4 11,9 18,6 14,6
Uruguay (2005/2006) 779 2,8 3,4 25,9 4,6
Repbic o) (2006/2009) 535 3 44 604 1
Latin America® 62,8 47 7,0 23,7 9,1

Source: Economic Commission for Latin America and the Caribbean (ECLAC), Social Panorama of Latin America, 2013
(LC/G.2580), Santiago, 2013.

2 Spending capacity is defined as total household spending minus subsistence expenses (household spending on foodstuffs,
calculated for each country). According to Xu (2005), a relative level of subsistence is defined, estimated as average per capita
spending on food equivalent to the outlay of a family located between the 45th and 55th percentiles of the distribution of the
ratio between food spending and total spending (number of household members raised to 0.56).

b Simple average of the countries.




ECLAC, Economic Commission for Latin America and the Caribbean

B Figure IX.1

Latin America: average amount of out-of-pocket health spending by household, and
spending on medicines and specialized care as a percentage of out-of-pocket health
spending, by income quintiles, made in one month, around 2006

(Purchasing power parity (PPP) dollars, 2005, and percentages)

A. Simple average of 18 countries: amount of out-of-pocket health spending per household
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B. Simple average of 16 countries: spending on medicines as a percentage of out-of-pocket
health spending
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C. Simple average of 18 countries: spending on specialized care as a percentage of out-of-
pocket health spending
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations from
income and expenditure surveys of the respective countries.
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High out-of-pocket health spending can leave households impoverished. To quantify this
phenomenon, the percentage of households that are left impoverished out of all those meeting out-of-
pocket health expenses is first identified. That type of impoverishment is then added to the incidence
of poverty calculated strictly on the basis of the food spending subsistence level. Observations of
18 of the region’s countries indicate how the incidence of poverty increases appreciably in several
of them (see table IX.2 and figure IX.2).

B Table IX.2

Latin America (18 countries): indicators of impoverishment related to out-of-pocket health
spending in one month

(Percentages)
M Households with catastrophic out-of-pocket health
Incidence of poverty spending (30% or more of spending capacity)
Households
i ished
Country Among Among Ig}ggrvglrllts-of- lincidence
households . Percentage of : Households
Amongall  withoutout- utocree POCKEtSPENding o cenoigs witn | OTPOVErtYin  impoverished
households of-pocket catastrophic ; after catastrophic
health pocket health Enendin catastrophic spendin
spending spending? p 9 spending? p 9

Argentina (2004/2005) 14,3 24,2 6,0 1,2 6,7 77 12,7
Bolivia (Plurinational
State of) (2003/2004) 15,6 22,5 10,4 0,7 3,0 14,7 12,5
Brazil (2008/2009) 2,8 79 1,9 0,6 2,5 3,9 8,8
Chile (2006/2007) 8,2 17,7 3,2 0,5 37 4,8 8,6
Colombia (2007) 14,5 20,0 1,4 0,6 11 24,7 21,4
Costa Rica (2004) 7,6 15,4 31 0,3 0,5 54 13,3
Ecuador (2003/2004) 2,0 75 1,8 0,3 2,0 3,7 43
El Salvador (2006) 11,0 24,0 9,0 0,9 2,5 57 8,4
Guatemala (2006) 10,0 16,5 9,1 1,7 8,3 4,6 9,5
Honduras (2004) 18,8 24,9 17,3 47 20,0 12,4 18,9
Mexico (2006) 2,8 5,6 2,1 0,5 41 2,8 41
Nicaragua (2005) 22,1 28,3 20,8 3,2 12,7 21,7 15,6
Panama (2007) 3,1 8,2 2,5 0,2 0,9 0,3 2,2
Paraguay (1997) 20,7 34,7 19,5 1,6 41 38,6 12,1
Peru (2008) 10,8 32,0 9,0 1,5 6,4 14,3 10,7
Dominican Republic (2007) 16,0 23,1 14,4 3,4 1,9 26,1 19,8
Uruguay (2005/2006) 37 10,3 1,4 0,1 0,5 2,6 2,1
Venezuela (Bolivarian
Republic of) (2008/2009) 16,6 234 61 1.0 40 105 17.3
Latin America® 11,1 19,2 8,3 1,3 53 1,4 11,2

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

aHouseholds in conditions of poverty before making the (catastrophic or non-catastrophic) out-of-pocket expenditure.

b Simple average of the countries.
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B Figure IX.2

Latin America (18 countries): increase in relative poverty caused by out-of-pocket
health spending in one month

(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations from
income and expenditure surveys of the respective countries.

a Simple average of the countries.

Figure IX.3 shows how the incidence of out-of-pocket health spending differs among the
income quintiles. As an additional factor underscoring inequality, note how the incidence also
varies between poor and non-poor households. It is therefore notable that the incidence of poverty
(measured with respect to the subsistence level) is considerably higher among households without
out-of-pocket expenses, particularly in countries with low levels of health insurance (see figure 1X.4)."
Bearing in mind that the inhabitants of those households, on account of their adverse socioeconomic
conditions, do not generally enjoy good levels of health or good levels of insurance, the absence of
out-of-pocket health spending would seem to indicate that a significant proportion of the poor are
totally unable to meet such expenses.

14 |t was Perticara (2008) who originally called attention to this issue.
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B Figure IX.3

Latin America (simple average of 18 countries): households with out-of-pocket health
spending by income quintiles, around 2006

(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special tabulations from
income and expenditure surveys of the respective countries.

In other words, while catastrophic expenses are primarily associated with very high out-
of-pocket spending that households make only with great difficulty, the constraints on households
with limited payment capacity lead, essentially, to their being unable to meet out-of-pocket health
expenses, even when they are not insured (ECLAC, 2008).

B Figure IX.4

Latin America (18 countries): incidence of poverty in households with and without
out-of-pocket health spending

(Percentages)
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Ecuador (2003/2004)
Brasil (2008/2009)
Panama (2007)
Uruguay (2005/2006)
Costa Rica (2004)
Guatemala (2006)
Chile (2006/2007)
Colombia (2007)
Bolivia (Plur. St. of)
(2003/2004)
Dominican Rep. (2007)
(2008/2009)

El Salvador (2006)
Argentina (2004/2005)
Honduras (2004)
Nicaragua (2005)
Peru (2008)

Paraguay (1997)
América Latina®

Venezuela (Bol. Rep. of)

M Poverty among households without M Poverty among households with
out-of-pocket health spending out-of-pocket health spending

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

a Simple average of the countries.
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The concept of catastrophic health refers to the magnitude of that out-of-pocket spending
compared to households’ general spending capacity. Because of it, the ability to meet “normal”
expenses is restricted, which leads to debts or impoverishment. When the volume of out-of-pocket
expenses surpasses a given limit, it is considered catastrophic; as already stated, the threshold is
usually set at 40% of spending capacity (Xu, Evans and Aguilar, 2003) or, as in the present analysis,
at 30%. This is a phenomenon that, in several of the region’s countries, also affects a significant
segment of households that were already poor, regardless of the amount of outlay required. Of those
countries where a considerable proportion of households face catastrophic out-of-pocket health
spending, Honduras, Nicaragua and the Dominican Republic are those where the highest percentages
become poor because of the amounts involved.
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Chapter X

Compacts for universal social protection

Source:

Part I. ECLAC (2006), Shaping the future of social protection: access, financing and solidarity
https://repositorio.cepal.org/bitstream/handle/11362/2807/S2006001_en.pdf

Part Il. S. Cecchini, F. Filgueira, R. Martinez and C. Rossel (editors) (2015), Towards universal
social protection: Latin American pathways and policy tools

https://repositorio.cepal.org/bitstream/handle/11362/39484/1/S1500752_en.pdf
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Introduction

State definitions of social protection are the result of more or less democratic processes in which
numerous actors express their interests, invest their political capital and ultimately reach joint
decisions. ECLAC has called for social and fiscal compacts —understood as explicit agreements
among different social and political stakeholders— as a path towards the construction of universal
social protection systems, for achieving equality, redistribution and social inclusion.

Chapter X sets out a proposal made by ECLAC for a social protection compact and
discusses various reforms to social policies and social protection systems that achieved broad
consensus in Chile, Costa Rica, El Salvador, Mexico and Uruguay.
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P a rt I ECLAC (2006), Shaping the future of social protection: access, financing and solidarity;

A, pp. 36-42.

A. Towards a social protection covenant

The notion of rights-based social protection is not limited to welfare or relief measures. It also encompasses
policies for the development of human capital and risk prevention. Although changes in social policy
have resulted in a more educated population and improved health indicators in Latin America and the
Caribbean, people nonetheless find themselves in volatile, segmented, precarious labour markets
over which they have no control, while society itself must cope with processes that extend beyond
the purview of political decision-making at the national level and that may trigger fluctuations in the
economy’s growth rates and job creation capacity.

In this context, social policies must help society overcome its vulnerabilities and mitigate the
factors that create insecurity under different sorts of circumstances, which will have varying impacts on
individual members of society depending on how vulnerable their positions are. This calls for anticipatory
and remedial social investment measures in order to strengthen human and social capital, reinforce
employment-based social security schemes, and build social protection and and/or safety nets.

This also suggests that, at this juncture, the region needs to make the transition from a social
policy package to a comprehensive social protection system. This transition poses both fundamental
and procedural problems, however, including the conflicts that arise among rights, resources,
distributive patterns and institutional designs. As noted earlier, no solution is universal, and there can
be no effective exercise of social rights without according due consideration to supply of resources
available for distribution and the exogenous and endogenous constraints existing in each country and
at each point in time.

A protection system is more than an institutional structure; it is a political agreement that
enables society to lay the foundations for building and regulating its way of life. This kind of system
determines which rights apply to all, how they are protected and how they are rendered viable. This
involves institutions, standards, programmes and resources. Furthermore, a social covenant aimed
at reshaping social protection on the basis of universally recognized rights is not simply a matter of
having individuals decide to enforce such rights or of market dynamics. A social covenant of this kind
must be backed up by a society-wide decision to uphold such rights.

A social agreement or covenant must therefore include a common vision of the type of society
that the State and all stakeholders aspire to achieve. This is necessary for two reasons. First, the sheer
scale of such a task requires a broad national consensus in order to implement the necessary social
reforms (institutional innovations, determination of resource levels and allocation, and the definition of
how the principle of solidarity is to be expressed in actual transfers).! Second, long-lasting policies and
institutions are needed whose time horizons extend beyond the terms of individual Administrations.

The main means of consolidating social policies in the medium and long terms is therefore
this type of social (and fiscal) covenant or pact. “Armour-plating” the most important items of social
spending has a twofold purpose. First, the established priorities reflect an explicit political agreement
reached by Congress; second, funding for such items is guaranteed and the continuity of the relevant
programmes is therefore ensured.

Such a covenant has both substantive and procedural aspects. The former refers to content
(minimum levels, tangible manifestations of solidarity, transfers, the progressivity of coverage, quality
of benefits and expansion of access). A social protection covenant must be based on the principles of
universality, solidarity and efficiency. This does not mean that every single benefit can be provided to all,

1 Any serious analysis of social protection or a welfare system in Latin America cannot ignore the political debate concerning

a fiscal covenant. See ECLAC (1998) and ECLAC (2004b).
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but rather that, on the basis of a dialogue among all stakeholders, society reaches agreement as to the
standards of quality and coverage that should be guaranteed to all its members. Such a covenant should
also feature clear and permanent rules and management standards. It should adhere to criteria for the
maintenance of macroeconomic stability and be aimed at socializing benefits and obligations. Stable
and dynamic economies, combined with effective solidarity-based transfers designed to universalize
social protection and promote the development of capacities and opportunities, are absolutely essential
if the region is to reconcile the two sides of the development coin: growth and equity.

The procedural aspects have to do with the way in which the idea of forming such a covenant is
proposed, who is called upon to participate, what kinds of deliberative and representational procedures
are to be used, how agreements are to be monitored and applied, and how the State is to fulfil its
regulatory role. Without such agreements or covenants, any progress made in this regard will be
subject to the ins and outs of ongoing negotiations, with no guarantee of continuity over the medium
term and questionable social legitimacy. This would make it impossible to move ahead in building a
social protection system that could serve as a framework for such policies and lay the foundations for
coherent and consistent linkages between social and economic policies.

Covenants of social protection and cohesion are concluded among organized stakeholders
in coordination with the State. The most organized groups within the production sector (trade unions
and business associations) are not the only actors linked to the State and political system, however.
This is partly because modernization and globalization have weakened trade unions and their linkages
with the political system. Another factor is that these same processes have produced a more complex
map of social actors as new ascriptive groups based on factors such as geographical location and
age have emerged. It is also vital to bring representatives of excluded groups, especially informal
workers, to the table. This poses another challenge for democracy: the challenge of raising the profile
of “invisible” stakeholders or, in other words, levelling the playing field in terms of active participation
in decision-making. Finally, since participation in public affairs is increasingly taking place at the local
level (in the “global village”), any deliberative process undertaken with a view to forging a covenant
of social inclusion or cohesion should also include local actors from the public and private sectors.

Political parties have a key role to play both in appraising and in building such a covenant. From
the standpoint of the critical assessment of such an agreement’s contents, however, political parties
in many of the region’s countries have lost some of their ability to represent social demands and have
become overwhelmed by de facto power groups and the proliferation of actors whose demands are
increasingly difficult to merge into a single voice. The vital nature of political parties’ role in constructing
a social protection covenant stems from the fact that they are the ideal channel for mediating and
formalizing relations between the State and civil society, or between the disperse logic of social actors
and the more coherent logic embodied in consensus-based political proposals.

It is just as important to promote the stability and reinforcement of the democratic system
and its institutions as it is to define the guidelines, foundational criteria and tools to be used by a
social protection system. These elements constitute the underpinnings for a social covenant whose
point of departure is a consensus regarding the solidarity-based measures to be used in sharing the
costs of crises and in distributing the benefits of progress more fairly and equitably. By the same
token, in order for democracy to enjoy legitimacy, economic and social organization issues need to
be taken into account as part of the initial deliberative process. Economic and social policies must
be backed up by greater political control and technical capacity in order to orient the economy
towards the interests of the entire populace. The formation of such a covenant thus implies that
political and social actors will furnish the necessary support to give policies a solid foundation and
ensure their continuity. As such, it constitutes a vital link between social protection policies and the
strengthening of democracy
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There is no need for a social and political agreement to stipulate whether or not citizens are
rights holders by definition or whether or not those rights should be protected automatically, since
there is no question about either point. What should be specified, on the other hand, is which rights
should be guaranteed for the whole of society and to what extent, given that society’s level of progress
and the potential risks faced by its citizens. This obliges all stakeholders to subscribe to a principle of
social solidarity as manifested in the intragenerational and intergenerational distribution of material
and financial resources, access to health and education services, and risks and opportunities.

It is therefore more a question of which rights or what degree of enforcement should form
the backbone of a renewable social covenant. In other words, what should the specific content of a
social protection contract be at any given moment in time? In Latin America and the Caribbean, for
instance, countries with a large number of people living in poverty or extreme poverty are unlikely to
be able to extend their social protection policies to other at-risk sectors of society. For countries that
have succeeded in sharply reducing their poverty levels, on the other hand, limiting social protection
to the poorest groups might well be a regressive measure, especially given the size of middle-income
sectors that, in the absence of support, would be at risk of job insecurity, low income levels or both.

This means that the substance of a rights-based social covenant or contract cannot be applied
across the board to all countries in all circumstances. Although the rights themselves are universal,
the standard of implementation that is judged to be adequate is determined by historical factors.
Social contracts must therefore take these variations in time and space into account by adjusting
to rising or falling levels of resources and to increases in the thresholds that must be crossed in
order to lift people out of poverty, mitigate vulnerability and reinforce social inclusion. Furthermore,
the starting point for a social protection covenant must be a recognition of the fact that the three
principles of social protection systems (solidarity, universality and equivalence) must be in balance in
order to permit the use of a proper mix of incentives. That balance is not an automatic given: it must
be built and legitimized, and it is no mean feat to reach agreement as to an optimum combination
of incentives to encourage individual contributions and transfer mechanisms to serve the interests
of solidarity and universality.

In summary, a covenant must seek to reflect a consensus regarding the following elements:

¢ A minimum threshold of social protection to which all members of society are to have
access simply by virtue of their citizenhood. This threshold should be set at a realistic level,
however, in terms of the society’s stage of development and viable levels of inter-sectoral
redistribution and transfers.

* The rate at which this basic minimum is to be increased, together with the sequencing
and progressiveness of the steps taken to do so. Consideration must be given to attaining
a feasible level of resource redistribution, but efforts should also be made to expand the
supply of available resources through economic growth. This approach will allow redistributive
mechanisms to be used in combination with measures for safeguarding competitiveness and
the sustainability of growth.

¢ Tangible manifestations of solidarity, although the exact mechanisms may vary from
country to country. Precisely because there is no single, universally applicable model, it is
very important to have an institutional structure with sufficient authority and legitimacy (from
the standpoint of both the State and society) to implement the relevant social policies. What
is at stake here is society’s support for the regular use of mechanisms to carry out transfers
between members of the economically active population and retirees on the basis of age,
gender, employment status or income; between private contributors and public beneficiaries;
between persons in high-income and low-income groups; between employers and employees;
and between sectors that are covered by social protection systems and sectors that are not.
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e State-enforced regulatory procedures to guarantee the effective use of these solidarity-
based mechanisms. This may involve a suitable combination of public and private financing
for benefits and services (including compensation funds); individual and public contributions
(balancing incentives with transfers); taxation and the tax structure; and distribution of costs
and benefits through labour reforms.

¢ A progressive social expenditure and taxation system that clearly defines the intended use
of any increases in spending or taxes, which should be directed towards social investments
that will clearly benefit the most vulnerable groups. Specific action should be taken to ensure
that such resources are not used for other purposes.

¢ Agreed standards in relation to the social impact of funding increases. The job of upholding these
standards should be assumed by the State as one of its obligations under the social covenant.

This kind of social protection involves two different rationales: one in which there is a fairly
linear relationship between contributions and benefits, and one that clearly separates contributions
from benefits through the use of taxes or crossed subsidies. In the first case, people expect to see
a straightforward relationship between what each person contributes to social security and the
benefits which that individual receives. The best examples of this linear relationship are individual
risk insurance or individual funded pension systems. Such systems are based on the principle of
individual equity.

The underlying rationale is quite different in the case of collective equity, the main example
of which is a social assistance or welfare system. Under these sorts of schemes, contributions are
collected through taxation, and benefits are not directly related to the amounts paid in by contributors.
What is more, the people who receive social assistance benefits tend to be those who pay the least
taxes throughout their working lives. Social assistance systems therefore function as a redistribution
mechanism for channelling transfers from the people who have the most to those who have the
least. The definition of which rights are guaranteed and which risks society is willing to assume as
its collective responsibility should lead to an explicit designation of public goods whose provision by
the State —and only by the State— is indelegable, regardless of whether the delivery of such goods
is conducted by public or private institutions. 2

Within this framework, a social covenant or contract that sets acceptable standards of social
protection for all citizens will invariably be situated somewhere along the line that stretches between
the extremes of individual equity and social equity (i.e., between a direct correlation of contributions to
benefits, on the one hand, and the social optimization of the benefits financed by total contributions,
on the other). The ideal balance is one that facilitates the efficient mobilization of a maximum amount
of resources while achieving or maintaining a distributional optimum in the use of those resources
for the purposes of social protection.

As was stated at the outset, a social protection covenant is an equation in which social
rights are the normative horizon, while existing inequalities and budgetary restrictions are the limiting
factors to be dealt with. The ethical imperatives that underpin a social rights-based covenant must
be reconciled with the financial constraints generated by the dynamics that will be described in
the following chapters of this study. Another aspect to consider is the optimum use of resources to
increase the coverage and quality of services, especially for those people with little or no access
to them. The proposals put forward in this document are designed to build bridges between social
rights and policies aimed at achieving simultaneous increases in access, financing and solidarity.

This study will therefore devote special attention to some of the main issues associated with
social protection. The assessments and proposals regarding health and social security systems

2 The State must control, regulate and monitor the provision of public goods to ensure that they meet quality standards
and are distributed to recipients in the quantities stipulated.
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offered in the following chapters are based on the inclusive capacity of the labour market and support
programmes for the poorest sectors of society. These inputs, which are the core components of this
study, are designed to contribute to the definition of a modern social covenant or contract based
on the right to social protection.

The following chapters do not cover a number of issues that are of key importance in relation
to social protection and inclusion, such as education, human settlements, infrastructure and the
provision of basic services. In the interests of producing a concise and thematically coherent analysis,
the scope of this study has therefore been confined to the topics identified earlier. Nor does this
analysis relate social protection to the United Nations Millennium Development Goals, since that
subject has been covered in an earlier document on the follow-up to the Goals in Latin America and
the Caribbean, which included contributions from a wide range of United Nations agencies active in
the region and was coordinated and recently published by ECLAC (United Nations, 2005). In order
to avoid any overlap, the aim has therefore been to make a specific contribution to an understanding
of social protection issues relating to health, social security and direct transfers that are gaining
political momentum in the region.

Whereas this chapter has focused on rights as a basis for examining the relevant data, the
remaining chapters will move in the other direction using an inductive approach. The current situation
is thus used as a starting point for exploring possible options and determining the optimum levels
of social protection within existing constraints. This is not to deny the value and binding nature of
social rights, as is underscored by the fact that the first chapter of this study has been devoted to that
subject. Instead, the idea is to provide a historical context for the issue of social rights in the region,
taking into account the countries’ current possibilities, their available resources and the potential for
distributing them in a way that optimizes protection without overlooking the importance of maintaining
their economies’ viability, sustainability andcompetitiveness. In the final analysis, after all, equity and
balance are two sides of the same coin in terms of social protection.

ECLAC hopes that this study will provide substantive inputs for a social protection covenant by
helping to reconcile resource constraints with the potential that public policies have to make a difference
in people’s lives. This first chapter has outlined the main groups within society that are called upon
to help shape a social protection covenant. In the chapters that follow, stylized analyses will be used
to arrive at a more detailed profile of these stakeholders. The aim is to put forward viable options for
moving towards full and effective entitlement of men’s and women’s social rights in Latin American and
the Caribbean by rectifying inequalities and managing the constraints and opportunities associated
with the current phase of globalization.
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B. Social policy and social protection system reforms
backed by broad-ranging consensus in the region*

1. Chile: the 2005-2008 pension system reform3

The 2008 pension system reform in Chile was backed by all of the country’s political forces. The
pre-existing system had a very limited coverage for contributors, low contribution density and low
replacement rates, among other problems, which blocked universal access to even a minimum old-
age pension for many contributing workers, informal-sector workers and persons who were not, and
had not been, in the workforce. The 2008 reform therefore had major fiscal and social implications,
since it filled in many coverage gaps, equalized access conditions, provided guarantees of a minimum
income for both men and women during their old age and enhanced the State’s regulatory and fiscal
capacity. At the same time, it did not radically redefine the structure of the pension system, since it
retained the regime of individual capitalization accounts and private-sector management of pension
funds. It did, however, include the introduction of a new solidarity pension system (SPS) that provided
universal benefits and reinstated the State in its role as a guarantor of social security for the poorest
60% of the population. The SPS component includes a basic solidarity pension for persons who
have not accumulated enough savings in the social security system to obtain the basic minimum
guaranteed pension and a solidarity pension contribution to top up the pensions of taxpayers whose
savings accounts in the system fall short of the mark. Another component of the new system is the
provision of an extra allowance to women for each live-born or adopted child. This allowance is
provided to all women, regardless of whether or not they have been paying into the social security
system and regardless of whether they are poor or not.

The SPS component includes subsidies for the employment of young workers and measures
that have expanded the system’s coverage and benefits for independent workers. It has also reinforced
the State’s ability to regulate the pension system and the pension fund management (AFP) industry.
What made this reform so special was that it was introduced in an emblematic sector of public policy
which had, until 2008, not undergone any structural changes since the military regime’s overhaul
of the pension system in 1981. It is also a sector that includes highly influential private actors —the
AFPs— that, up to that point, had fought to stave off any changes in the system and especially in
its social dimension.

The political and institutional process that engendered this reform can be divided into four
stages. The first corresponded to the 2005 presidential campaign, when pension system reform was
placed at the very top of the public agenda by its inclusion in the platform of the Coalition of Parties
for Democracy candidate, Michelle Bachelet. The second stage was when, during her first year in
office, in 2006, President Bachelet convened the Presidential Advisory Council (CAP), which was made
up of a group of recognized pension experts representing a wide range of the political spectrum.
Its members included both proponents and opponents of the existing system and was tasked with
producing a technically sound baseline analysis, undertaking comprehensive consultations with all
the relevant sectors of society and the economy, and developing a series of viable proposals for
closing gaps in coverage, reducing inequalities in general and gender disparities in particular, and
guaranteeing a basic minimum pension for all members of the population. The baseline analysis
conducted by CAP was founded on a growing body of empirical evidence about the shortcomings
and inequities associated with the individual capitalization system.

* Author: C. Maldonado.
3 This section is based on Maldonado Valera and Palma Roco (2013b).
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The third stage was when, acting on the recommendations made by CAP, the Council of
Ministers, headed up by the Minister of Labour and the Minister of Finance, drew up a bill that was
submitted to the legislature in December 2006. The fourth and final stage encompassed the protracted
negotiations that took place in both houses of Congress. After undergoing some major changes, the
bill penned by the executive branch was passed into law. One of the main concessions made by the
executive branch in the course of the negotiations was to agree not to include any provisions in the
body of the bill that would have allowed the private and public banking systems to compete or take
part in the management of pension funds. Once this issue had been negotiated, Congress passed
the reform bill nearly unanimously.

The hallmark of the process that led to the conclusion of this compact was the window of
political opportunity that was opened up by four factors: (i) the placement of the issue of pension
reform at the top of the governmental and public agenda; (ii) the accumulation of a growing body of
empirical evidence over the preceding years about the shortcomings of the pension system in terms
of both coverage and equity; (iii) the development of a proposal by the pluralistic group of technically
competent experts who were acknowledged as such by the main political stakeholders; and (iv) the
willingness of these stakeholders to negotiate a socially progressive reform without overturning the
features and interests associated with the individually funded pension system. CAP played a key
role in building this consensus and in seeing the reform’s implementation through. Thanks to its
consultations with a wide range of sectors in the nation, it was able to devise a series of proposals
that found acceptance with a large number of different stakeholders.

Viewed from a medium- and long-term perspective, a number of reasons can be found to
explain why the pension system inherited from the dictatorship lasted for so long (1990-2006). First of
all, the procedural and practical constraints under which the first democratic government laboured,
especially until the constitutional reform of 2005, and the close relationship between the extremely
influential AFP industry and decision-makers (particularly in the opposition coalitions to the successive
Administrations led by the Coalition of Parties for Democracy), account for the absence of major
reform initiatives during the early years of democracy following the dictatorship. The agreement
with the opposition reached in the legislature can also be attributed to the political decision taken
by the executive branch to set aside the controversial issue of the banking system’s (and especially
the public banking system’s) participation in the AFP industry in order to achieve the primary goal of
consolidating a solidarity pillar and recovering the State’s role as the principal regulatory authority
without undermining the industry’s structural interests. That issue was sidelined from the negotiations
on the bill that was ultimately passed and was instead voted on separately —and was defeated by a
very slim margin in the Senate due to differences of opinion within the government coalition.

There is also an important cognitive factor. Over the course of many years, a growing body of
empirical and technical evidence about the limitations and inequities of the individual capitalization
pension system took shape. That evidence spurred a learning process that ultimately led even the
political forces that were ideologically committed to the existing system to realize hat the system
suffered from a number of limitations. When the time came to sit down at the bargaining table, the
opposition did not openly challenge the proposals being put forward for closing the wide gaps in
coverage and mitigating the existing inequities in terms of the sums paid in and the sums ultimately
received by pensioners. This cognitive element played a decisive role in overcoming resistance to
change and reaching a consensus.

Years later, when President Michelle Bachelet took up her second term of office in 2014, the
creation of a State-run AFP —i.e. the possibility that a government agency could enter the pension
fund management industry— was part of her new electoral platform and governmental agenda. A
proposal for marginal increases in the benefits provided under the non-contributory solidarity pillar
was also put forward. The Presidential Advisory Council was convened and tasked with preparing an
overall baseline study of the pension system and making recommendations about how to correct its
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main failings. In June 2014, the executive branch submitted a bill to Congress that initiated a reform
process that is still running its course and whose ultimate outcome and scope were still unknown at
the time of writing.* The chief aims of this bill are to boost competition, lower costs in the industry and
expand coverage for sectors that are not a priority for existing AFPs, such as independent workers,
lower-income workers and workers in remote areas.

Viewing this new reform effort in the light of the lessons learned from the 2008 reform
initiative, it becomes clear how the scope of social protection can take on an incremental dynamic
in the presence of large vested interest groups that have adopted conflicting positions. This kind of
dynamic entails a succession of partial or piecemeal adjustments that are subject to negotiation and
situational trade-offs that do not necessarily involve a radical or systemic change (as a return to a
government-run pay-as-you-go system would be, for example). These limited-scope adjustments are
cumulative, however, and lay the groundwork for a gradual expansion of coverage and for universal
and rising minimum levels of well-being.

2. Mexico: Social Development Act, 2004°

The Social Development Act was passed in 2004 following a protracted debate in the legislature
that began in 2000 and that involved the submission and discussion of a number of different bills
endorsed by different political parties. Until then, following the crisis-driven adjustments and
liberalization measures of the 1980s and the deepening of those measures in response to the 1995
recession, the country had lacked a legal and institutional legal order that would have provided a
solid underpinning for federal anti-poverty programmes. Various political and social sectors were also
calling for a law on social development as a means of ensuring that the federal social policies and
programmes would remain a priority. The Social Development Act introduced a number of important
provisions. It did not provide for the establishment of any new programmes, benefits or specific
changes in the social protection system, but it did delimit a political and institutional framework that
has implications for the way in which all of the federal government’s social development programmes
operate. In addition to the provisions governing the operation of social programmes (operational
rules, beneficiary lists, yearly assessments by outside agencies, criteria for the identification of
priority areas, etc.), the Social Development Act provided for official multidimensional measurements
of poverty and social development that conformed to guidelines founded upon the social rights
guaranteed by the Constitution. It extended the requirement to submit to external evaluations to all
federal social programmes and established rules governing the procedures for setting the amount
of social investment funds to be made available by the federal government in order to avoid volatility
or drastic cuts in funding. This law also provided for the establishment of an autonomous technical
body (the National Council for Social Policy Assessment (CONEVAL)) to evaluate the programmes,
define the methodology to be used and measure poverty levels. The Council is composed of experts
who, by law, must have experience and belong to the National System of Researchers. This law also
provided for the establishment of an institutional structure that encompasses different levels, units
and functions of the federal government, state governments and the federal legislature.

Above and beyond this law’s provisions and implications for social policy in Mexico, it is of
particular interest because it was passed by unanimous vote of all the parties in the legislature. What
is more, its passage was made possible by an unlikely, largely unforeseen consensus, since that
consensus arose in a legislature in which —ever since 1997 and to the present day— one or the other
or both chambers have been led by the opposition. Given this divided form of government, which is

4 See the bill [online] at: http://www.mintrab.gob.cl/wp-content/uploads/2014/06/Proyecto-de-Ley-que-crea-AFP-
Estatal-9399-13.pdf.
5 This section is based on Maldonado Valera (2013).
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set within the context of a political system dominated by three major parties, the legislative status
quo cannot be altered without the support of at least two of these parties and, insofar as changes
in the constitutional order are concerned, all three. Even more importantly, this consensus was built
around issues in a conflictive sector of public policy —federal social policy— marked by recurring
tensions relating to clientage, tax issues and the decentralization of the allocation of federal and
municipal social funding.

Some of the main findings yielded by an analysis of legislative bills, the context, stakeholders,
institutional inertia and disputes about the direction of social policy as they relate to this process
have to do with the determined effort to build consensus among political actors. A pivotal role was
played by members of the three major political parties and the executive branch (and particularly of
the Social Development Secretariat), who were tenacious in their efforts to form a consensus until
ultimately forging a separate agreement with one of the two largest opposition parties.

Despite the tension surrounding the issues of whether the State should play a subsidiary role
or should act as the ultimate guarantor of rights and of whether social policy could be targeted or
should provide universal coverage, the overriding motivation was to make federal social policy more
transparent, more accountable and more technically efficient in terms of resource use, programme
evaluation, poverty measurement and the determination of the level of social investment and of how
to target it. This experience in consensus-building was strongly influenced by the long, drawn-out
struggle over the discretionary use of resources, and at a certain juncture in this process, when a
different Administration was taking over office from its predecessor and some stakeholders were
gaining in power over others, it became possible to reach an agreement on the issue for a limited
span of time, before the polarization and disputes characteristic of the divided governmental structure
that Mexico has experienced since 1997 once again reasserted themselves. A debate about the
implementing regulations for that law, which dragged on from 2004 until 2006 and was followed
by the constitutional controversy associated with the Democratic Revolutionary Party (PRD) in that
regard, signalled the end of that period.

Factors having to do with experiential inertia and earlier public policy decisions influenced
the political feasibility and content of the Social Development Act. The programme assessments,
beneficiary lists, operating rules and targeting of the Progresa-Oportunidades and other programmes
at the federal level, as well as the creation of the Federal Public Information Institute (IFAI) in 2001-
2002 and the start-up of the Technical Committee for Poverty Measurement in 2002-2005, had a
powerful influence on the provisions of the law regarding the institutional framework for federal
social programmes and the creation of CONEVAL. An analysis of the texts of the draft bills and of
the law that was ultimately passed point up the omission of a number of proposed provisions that
would have reoriented social programmes towards a more universalist approach. It also indicates
that a good many of the institutional provisions that were included in the law were aligned with the
experiences and principal features of the Progresa-Oportunidades programme and with the tendency
of Congress to incorporate more accountability mechanisms into any social programme that came
under its consideration.

A reading of this process yields two main findings. First of all, an examination of the institutional
incentives generated by the party system, the electoral system and the legislative powers of the three
branches of government helps to arrive at an understanding of the decision-making process that led
to the passage of the law and its implementing regulations. This, in turn, provides an indication of the
type of high-level negotiations that took place and their dynamics and makes it apparent just how
astonishing it was that a consensus was actually reached. It thus becomes clear that the Administration’s
determination to build consensus played a decisive role in these developments, at least up to 2005,
when the customary sort of political and electoral polarization again gained sway and opened the way
for the constitutional controversy that arose about the law’s implementing regulations.
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Second, an overall reading of the situation helps to account for the content of the law (its
provisions, limitations and contradictions) in the light, in particular, of the inertial force of earlier public
policy decisions, recurring tensions about the federal government’s political and electoral use of
social policy, the emergence of a more open federal agenda starting in 2000 which coincided with
the placement of greater emphasis on transparency and accountability, and the opposition parties’
wariness about the discretionary use of federal funds. On the one hand, the law is in line with the
way in which federal social policy was reoriented towards a more targeted, residual model in 1995
- 1997. On the other hand, it also provides Congress with an additional mechanism for ensuring
accountability on the part of the federal government and particularly for limiting the discretionary use
of federal funds. The unanimous passage of this law can therefore be attributed to two factors: (i)
the mechanisms for ensuring accountability that were written into the law were attractive to the main
parties (including the opposition parties); and (ii) the law provided continuity, rather than breaking with
past policy, and incorporated institutional features (lists of beneficiaries, operational rules, external
programme assessments, an emphasis on targeting, etc.) into all federal social programmes that had
already been tested and legitimized in the Progresa-Oportunidades programme, which had played
a central role in the reorientation of federal social policy that had been accomplished years earlier.
Seen from this standpoint, the path dependency of the legislative process that led to the passage of
this law can be seen to be reflected in the critical juncture experienced by the country in 1995-1997,
with the law institutionalizing characteristic features of the social policy model adopted at that time.

In short, as can be seen from box X.1, given the institutional setting that exists in Mexico and the
inertial factors and constraints that influence decision-making at the federal level, the achievement of
unanimity can in large part be accounted for by the fact that the law provided continuity for the prevailing
social policy model, rather than breaking with the past, and fit in with the legislature’s push to incorporate
various additional types of mechanisms to ensure the accountability of the federal government.

H Box X.1
Explanatory factors for the unanimous passage of the Social Development Act in Mexico
e The law did not undermine but instead tended to reinforce the pre-existing social policy model.

e The law increased the scope of institutional features and accountability mechanisms developed on the
basis of a fairly successful and legitimized initiative (the Progresa-Oportunidades programme).

e |t was one more link in a chain of reforms (amendments to election laws in 1996, the Transparency Act
of 2002) that curbed the discretionary powers of the federal government in terms of electoral matters,
access to information, the use of social development resources, and the assessment of federal programmes
and the measurement of their results.

e The law came up for a vote at an exceptional point in time which was later overshadowed by increasing
political and electoral polarization in the run-up to the 2006 presidential elections.

e The executive branch’s decision to allow different political parties to submit and debate bills on the
subject paved the way for the formulation of a final version that incorporated inputs from all the parties.

Source: Martin Hopenhayn and others, “Pactos para una proteccién social mas inclusiva”, Seminarios y Conferencias
series, No. 76 (LC/L.3820), Santiago, Chile, Economic Commission for Latin America and the Caribbean, May 2014, p. 75.
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3. Uruguay: the new family allowance system, 2004-2009°¢

The amendment to the Family Allowance Act in Uruguay is of interest on two counts. On the one hand,
it represents a drastic change in direction in terms of social policy at a time of economic crisis and
shifting government coalitions. On the other hand, as a consensus-building process, the fact that it
was adopted by a unanimous vote is significant because the opposition’s support was not strictly
necessary for its passage, since the government had an ample majority in the legislature. In short, it
represented a major change in the Uruguayan social protection system, as it introduced a standing
mechanism for allocating transfers to poor households, regardless of their members’ employment
status, on the basis of a diagnostic analysis that identified child poverty as one of the country’s most
important social policy challenges.

Two years after the severe economic crisis of 2002, the Broad Front (Frente Amplio in Spanish),
a coalition of leftist parties and organizations, achieved a stunning electoral victory when it not only
saw its leader assume office as President of the Republic, but also won an absolute majority in both
houses of the legislature. Acting on its electoral platform, the new coalition launched the National
Social Emergency Response Plan (PANES) and later, in 2008, the Equity Plan, which was a package
of various reforms and long-term measures. As part of the Equity Plan, the Family Allowance Act
was amended to replace an emergency mechanism with the PANES Basic Income Programme. The
main idea was that a basic minimum level of actual well-being had to be in place in order to ensure
the exercise of the rights and freedoms that all persons are supposed to enjoy and that a certain
minimum level of resources has to be made available as an essential component of citizenship.
Politicians in the centre and on the right of the political spectrum disapproved of this programme,
however, on the grounds that the beneficiaries did not actually qualify for cash transfers and that
the system was inefficient, discouraged people from seeking employment in the formal sector and
hindered the country’s economic and social recovery.

In response to this situation, government officials decided to convert a tool that had been
validated by experience (family allowances) into a component of the Equity Plan while giving it a
different twist and presenting it as a broader and more accurately targeted conditional transfer
programme. This represented a continuation of the Basic Income Programme (although based on a
more complex design for targeting transfers and managing the funds) while bringing more households
with children (particularly those outside the formal labour market) into the system. The strategy of
abandoning the initial proposal for universal registration garnered broad support for the programme
from political and social stakeholders, and thereafter no major objections regarding the substantive
features of the final version of the bill were raised in the course of the deliberations of the Social
Cabinet or, most importantly, in the legislature.

The reform bill passed through three major stages. In the first, government officials began
to debate how to go about extending the benefits —especially the cash transfers— that the most
vulnerable segments of the population had received under PANES between 2005 and 2007. During that
first stage, different technical units in the government, primarily in the Ministry of Social Development
and the Ministry of Economic Affairs and Finance, along with the Social Security Institute, discussed
the bill at length on the basis of the guidelines formulated by the Office of the President. The School
of Economics of the University of the Republic (which had previously been involved in the design
and implementation of PANES), the National Social Policy Council and the other members of the
Social Cabinet joined in the discussion. In order to socialize the needs and effects of this new plan,
a dialogue was held among government agencies, political parties, civil society organizations such
as trade unions, associations of retirees and pensioners, businesses and the media. That dialogue
was followed by a second stage that involved the presentation of the various components of the

6 This section is based on Maldonado Valera and Palma Roco (2013a).
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Equity Plan and the new family allowance system, which was designed not only to replace the cash
transfers provided under the Basic Income Programme but also to modify the existing family allowance
system in order to provide coverage for the most vulnerable segments of the population, regardless
of whether or not the people concerned were employed. Instead, benefits would be distributed
on the basis of the requirements established by law. Technical experts from the government and
advisers from the University of the Republic took part in these discussions. The Ministry of Social
Development played a key role in these deliberations but was less deeply involved than it had been
during the work on the design and monitoring of PANES because it had been established so recently
that its agenda had not yet been clearly defined. It was at this point that the Social Security Institute
assumed a more important role in the discussion by taking on the task of verifying beneficiaries’
eligibility and monitoring compliance with the established conditionalities in conjunction with the
Ministry of Education and Culture and the Ministry of Health.

The third and final stage was the bill’'s debate and subsequent passage in Congress. During
that debate, members of the opposition parties were able to air their views and discuss the bill’s
various provisions. The bill was passed by unanimous vote because of its social implications, with the
only adjustments being in form rather than substance. A realization of the importance of modifying
the system and establishing a regime, once and for all, of non-contributory cash transfers for the
poorest members of the Uruguayan population served as the mainstay for the consensus, despite
the objection raised by some members of the opposition that the reform would have little impact
on the middle class. Following a three-month debate, Congress passed the law, and it entered into
force in January 2008. At the time that work began on the proposed family allowance reform bill, the
country was engaged in a broad-ranging debate about social security following the establishment
of the Ministry of Social Development and the creation of PANES and the Equity Plan. The 2007
reform initiative expanded the coverage of the family allowance system by targeting the poorest 20%
of the population; no distinction was made as to whether or not the members of that population
segment were part of the labour force, since the main beneficiaries were children and women heads
of household. This signalled a change in the essential focus of the programme, which thus shifted
from the formal labour market to the protection of the most vulnerable members of society.

In sum, the new family allowance system:

¢ Was the object of a wide-ranging consensus, with the bill that established that system
winning approval even from the opposition parties.

e Institutionalized an emergency social programme (Basic Income Programme) that had
come in for sharp criticism from the opposition.

e Was created, by law, as a conditional cash transfer programme targeting the poorest
households that guaranteed a basic minimum of well-being regardless of the beneficiaries’
employment status.

¢ Constituted one of the centrepieces of the Equity Plan adopted by the Tabaré Vazquez
Administration during a time of crisis.

* Represented the reformulation of a mechanism that had been a long-standing component
of the social welfare system of Uruguay (family allowances).

From a political vantage point, this reform can be seen as the political system’s response to
shifts in the dominant political and electoral coalitions and to the demands of certain organized groups
of stakeholders. The assumption of office by a new majority coalition was one of the factors behind
the State’s greater role in the welfare system and in the regulation of the economy and labour market.
A second factor was the role played by various interest groups that had succeeded in limiting the
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scope of the liberalization movement of the 1990s and that later, in 2004, had helped to strengthen
the social protection system and had called into question those earlier liberalization measures. It was
at this point that stakeholders associated with the labour market, represented by senior officials of
the Broad Front, began to use their influence to pressure for improvements in working conditions
and for a variety of reforms in the labour market. Some of these reform measures materialized in the
form of PANES and the Equity Plan, and one of those initiatives was the family allowance scheme.

Viewed from this same perspective, the reform can be seen as an exercise in compromise
on the part of the opposition and the government coalition that led to the passage of a law that
reflects the shared preferences of the actors involved. The new legislation (and the consensus that
made it possible) is a balanced synthesis of the preferences of all the quarters that took part in its
formulation and represents a sound, historically legitimate arrangement that enjoys the support of
the governing coalition, organized groups and the opposition.

Another key element has to do with the narrative or cognitive factors that made it possible
to build this consensus. The family allowance system was a policy tool that had been validated by
politicians, academics and the public at large, thanks to its long history and its association with social
policies that have traditionally enjoyed support in Uruguay, although their limitations have also been
recognized. For quite some time, these allowances had been based on certain conditions relating to
school attendance and health care. Some sectors on the right advocated the introduction of stricter
conditions and wanted to provide the middle class with stronger guarantees that the system would
be effective as a policy tool. Meanwhile, some sectors on the left wanted to do away with these
conditions on the grounds that they were discriminatory, exclusionary and ran counter to a more
universalist, egalitarian approach. There was also discussion about whether or not the benefits should
be increased, with some sectors on the left maintaining that they were too low to cover household
needs, while those on the right of the political spectrum feared that they deterred the beneficiaries
from looking for work and from making an effort to help themselves. The scope of the system’s
coverage was also a subject of debate, as some circles advocated expanding it to include informal-
sector workers. With these narratives as a point of departure, the various stakeholders gradually
adapted their positions, chiefly as a result of the 2002 economic crisis, which spurred the search
for alternative policy instruments capable of containing the serious social situation that had arisen
in the country. The reform entailed a change in narratives, endowed the Basic Income Programme
with continuity and introduced additional benefits, but it also abandoned the universalist approach
that had been advocated since the system’s inception. This strategy of channelling the transfers
provided for under the Basic Income Programme through a pre-existing, legitimized structure goes
a long way towards explaining how the bill won unanimous approval in both houses of Congress.

From a long-term, historical perspective, the Family Allowance Act (along with other reform
measures introduced from 2004 on) can also be seen as the outcome of a critical set of circumstances
(an economic crisis) that put an end to a phase during which the State had taken a backseat to the
market and that reaffirmed the validity of a long-standing social welfare scheme while at the same
time modifying it so that its scope could be expanded to include all the most vulnerable sectors of the
population regardless of their source of income (i.e. the formal or informal sector). Considered from
this standpoint, the consensus that permitted the bill’'s passage was a reflection of a new medium- and
long-term balance in terms of the scope of the social protection system as it relates to income transfers.

The notion of a window of political opportunity provides a useful framework for understanding
these elements, which can be characterized as arising out of the confluence of three different
kinds of “streams”: (i) the problem stream (the convergence of priorities on the public agenda and
governmental priorities); (ii) the public policy, or solutions, stream (the analysis of problems and the
development of public policy options); and (iii) the political stream (negotiations and the conflictual
interactions of the political actors involved).
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() The 1999-2002 economic and social crisis had the effect of putting the issues of rising
poverty, falling employment levels, slowing economic growth and increasing inequality
at the top of the public agenda while also undermining public support for the market
orientation of social policy that had been in evidence in the years preceding the crisis.
This made the social agenda a priority issue for public debate and for the government.
The focus on social issues paved the way for the ascendency of the Broad Front Party,
the development of the pillars of the Social Uruguay Card, the creation of the Ministry of
Social Development and the introduction of PANES and the Basic Income Programme.’The
steep increase in poverty and extreme poverty, especially among the population under
18 years of age, made it evident that poverty among children was rising faster than it
was in the rest of the population and that existing policy tools were ineffective. In the
aftermath of the crisis and its social repercussions, not only did the reputation of the
traditional parties (the National and Colorado parties) suffer, but the public also withdrew
its support from the model that had prevailed in the 1990s and began to favour a mixed
model whose centrepiece was a pension system in which both the State and the private
sector take part.

(i) One of the most prominent features of the work that went into gathering empirical
evidence, analysing the situation and devising public policy options was the baseline
assessment of the shortcomings in existing social protection schemes, which focused
on formal employment as their basis. This spurred the search for new policy options. The
broad-ranging debate among academics of the University of the Republic (and especially
of the School of Economics), government representatives and members of the Broad
Front about how to address the country’s social emergency was a turning point, since
it had a strong influence on the nature of PANES, which was to remain in place for only
two years but which laid the groundwork for lasting, high-impact social reforms that were
implemented under the Equity Plan. Under that plan, the social protection matrix was
restructured and a welfare network was formed that entailed the amendment of the Family
Allowance Act in order to consolidate the various conditional transfer schemes (previous
family allowance legislation, the Basic Income Programme and the Social Uruguay Card)
into a single system while also increasing the number of beneficiaries and the size of the
benefits. The conditional transfers made under the PANES Basic Income Programme set
a very important precedent, but did not have the opposition’s support. The adaptation of
a pre-existing, legitimized tool (family allowances) to fit in with the new state of affairs was
a defining moment, both because it consolidated a feasible policy option and because
it garnered greater political support than previous options had.

(iii) The election of a leftist coalition that enjoyed ample majorities in both houses of Congress
paved the way for the adoption of new policies. The overhaul of the family allowance
system and the replacement of the Basic Income Programme were one of the pivotal
components of the government’s platform. The political and electoral line-up of forces in
the legislature did not make it necessary to achieve a consensus that extended beyond
the government’s ranks, and the opposition’s support was not needed in order to pass the
reform bills. What was of key importance, however, was the legitimacy of the proposed
policy tool and the reformulation of the family allowances scheme, which won the cross-
cutting support of the country’s political forces. The opposition’s initial reticence about
the Basic Income Programme notwithstanding, the consensus that was ultimately built
made more lasting change possible.

In short, the conditional cash transfer programme established under the Family Allowance
Act is an example of a scheme which, thanks to its particular features (broad but targeted coverage
and its conditionalities), was successfully introduced on the basis of a broad political consensus,

7 The main purpose of the Social Uruguay Card was to enable the most vulnerable members of society to afford a basket
of staple foods and to purchase basic necessities, with the level of benefits being determined on the basis of the
characteristics of each family. For further details on this programme, see: http://dds.ECLAC.org/bdptc/programa/?id=39.
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as also happened in Brazil (see box X.2). In the case of Uruguay, this consensus was, in large part,
possible because it involved the reformulation of a long-standing, legitimized policy instrument.
This also is a case in which targeting served as a means of bolstering a universalist strategy, since
it made it possible to extend coverage to the poorest households regardless of whether or not any
of their members were part of the formal workforce.

B Box X.2

Brazil: Building broad-based consensus around the Bolsa Familia conditional cash
transfer programme

The introduction and consolidation of Bolsa Familia is another interesting case of the emergence of a wide-ranging
consensus around a targeted conditional cash transfer programme. This is, first of all, because the centre-left governing
coalition that developed it in 2003-2004 had expressed reservations prior to the introduction of conditional transfers
by previous Administrations and espoused a more universalist tradition, particularly with respect to the notion of
basic income guarantees. Secondly, during the early years of this programme, it came under sharp criticism from the
opposition and from the public owing to questions about its use as a political tool and to the fact that it experienced
a range of operational and implementation problems.

During the 1990s, as the country attained greater macroeconomic stability, two key issues rose to prominence
on the public agenda: the inefficiency of social investment and persistently high levels of poverty and inequality. The
proliferation of conditional transfer programmes at the municipal level and the amount of attention being devoted
to these issues both by the public and politicians spurred the establishment of a number of nationwide transfer
programmes by the federal government. In 2003, as a new centre-left coalition was taking office, several different
national programmes were merged to create Bolsa Familia.

First, although the continuation and consolidation of conditional transfers under an Administration that
advocated —in principle— a more universalist approach may at first seem paradoxical, this actually was a reflection of
an inertial component of what amounted to a gradual transition towards a more universalist system of social protection.
In other words, the targeting and conditionality of the programme were gradually coming to be seen less and less as
“desirable” features of a residual social policy designed to play a subsidiary role to individual effort and more and more
as the gateway to a social protection system that afforded increasingly broad coverage, greater benefits and guaranteed
services. This was because conditional transfer programmes combine features of residual welfare systems (targeting
and conditionality, in particular) with operational and discursive aspects of universalist, rights-based welfare systems.

Second, after the wave of initial criticism of the programme, new management tools and legal changes were
introduced in 2005-2006 to expand its coverage and increase its public transparency which won it more support
from local governments and increasing public acceptance. These tools included the conclusion of terms of agreement
between the federal government and the municipalities, the Decentralized Management Indicator and the passage
of further laws by Congress and the promulgation of decrees and other regulations by the federal government. The
new institutional arrangement, under which decision-making was monopolized by the Ministry of Social Development
and an anti-hunger campaign was launched, ultimately made it possible to include new beneficiaries and to set the
amounts of transfers and funding at levels that make it possible to defray the costs to local governments, among
other measures. This new system of decentralized but centrally coordinated management was widely supported by
groups all along the political spectrum. The municipalities retained responsibility for identifying and signing up new
beneficiaries (albeit subject to the final approval of the federal government) and, through their continued participation
in the programme’s implementation, maintained a degree of political legitimacy in this connection. They also benefited
financially, since the federal government provided funding to subsidize the expenses incurred by the municipalities
in carrying out these tasks.

Source: Luis Hernan Vargas Faulbaum, “La construccién de pactos and consensos en materia de politica social. El caso
de Bolsa Familia en el Brasil”, Politicas Sociales series, No. 209 (LC/L.3884), Santiago, Chile, Economic Commission for
Latin America and the Caribbean (ECLAC), August 2014, p. 63.
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4. El Salvador: the Universal Social Protection System and
the Social Protection and Development Act, 2009-20148

The construction of a social protection system in El Salvador has focused on putting in place a rights-
based public policy scheme that focuses on universal coverage. Two of the main public policy tools used
for this purpose have been the Universal Social Protection System —introduced by the Administration
of Mauricio Funes (2009-2014)— and the Social Protection and Development Act, which institutionalizes
the Universal Social Protection System and was passed in April 2014 with the unanimous support of
all the country’s political forces.

At the discursive level, the Universal Social Protection System (SPSU) is a landmark social
policy for El Salvador which marks a sharp contrast with the conceptual frameworks that had prevailed
until its inception. Those traditional frameworks had been charity-based, liberal initiatives under which
individuals were tasked with ensuring their own well-being with the help of minimal social protection
from the State, while small but powerful groups took advantage of their privileged social, economic
and political positions. Partially because of these factors, the contributory and non-contributory
social protection schemes have limited coverage, and this has played a part in the country’s stark
inequalities, high levels of violence and high rates of economically motivated migration. The change
in direction of the government’s approach opens up a political opportunity for concluding agreements
of greater scope that could help lead the country towards greater levels of well-being, less inequality
and the search for ways of mitigating problems that apparently defy solution, such as the extreme
violence that is rife in the country. The specific objectives of the Universal Social Protection System
are to ensure the population’s progressively greater enjoyment of economic, social, cultural and
environmental rights; to introduce a comprehensive policy that will give the population access to a
suitable standard of living by improving income distribution and reducing inequality and poverty;
to move towards greater equality between men and women and between rural and urban areas by
combating discrimination and social exclusion; and to guarantee broad-coverage, secure, rights-
based social protection. The Universal Social Protection System places special importance on a
rights-based, life-cycle approach, on gender equality and on public participation.

The System is coordinated by the Technical Secretariat of the Office of the President and was
formed by merging a number of different social programmes serving the most vulnerable sectors of
the population that lack access to the formal social protection system. Most of these programmes
were launched as part of the 2009 “Anti-Crisis Plan”, although the Solidarity in Rural Communities
Programme, the country’s largest conditional cash transfer programme, which had been set up in
2005, was also incorporated into the System.

The Social Protection and Development Act that was passed in April 2014 established an
institutional framework for the Universal Social Protection System and includes a series of provisions
on the principles that should govern the government’s social policy. Some of its main provisions are
as follows:

¢ Social policy is defined as a policy of State that encompasses three components: economic
and social development, social protection and social inclusion.

¢ At the start of each Administration, a social inclusion, protection and development plan
must be put in place. This plan must have three components, which are outlined in the law,
as well as including a baseline study of the social situation and setting out its chief strategic
objectives, goals and alternative solutions, the operational regulations governing its constituent
programmes and the corresponding mechanisms for follow-up and programme assessment
and for ensuring transparency and accountability.

8  This section is based on Miranda Baires (2014).
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¢ A national social protection and development system is to be overseen by the chief cabinet
ministers and coordinated by an office to be designated by the President which is to be in
charge of formulating the social inclusion, protection and development plan, preparing a
budget proposal for the system, coordinating the work of the different government units
involved, and coordinating, monitoring and providing guidelines for the implementation of
the programmes included in the universal social protection subsystem.

¢ Auniversal social protection subsystem is to be in charge of all social protection programmes
focusing on providing individuals, and particularly those who are not covered by a contributory
social security plan and those who are in economically, socially or environmentally vulnerable
positions, with security when faced with the risks and challenges associated with the life
cycle (article 27). An intersectoral committee is to coordinate the subsystem. This committee
is to be made up of all the agencies responsible for the various programmes, with the latter
being subject to rigorous, objective, ongoing assessment.

¢ A technical advisory office designated by the President is to be in charge of conducting
multidimensional poverty and inequality measurements in coordination with the Bureau of
Statistics and Censuses. The dimensions to be measured are: per capita household income,
access to food, education, health-care services, employment, social security, housing and
basic services.

The subsystem is composed of 15 social programmes, including the country’s largest cash
transfer programme, a temporary income support and employment programme and a non-contributory
pension scheme.

Despite these advances and refinements, the law did not specify such things as the identity of
the system’s coordinating office, the specific procedures to be used to assess the programmes and the
identity of the technical advisory unit that was to develop poverty measurements. These specifications
were left to be resolved by the law’s implementing regulations. In addition, the coordination of the
subsystem’s components and the contributory pillar of the social protection system remained up
in the air. Nonetheless, this law did establish the country’s first legal and institutional framework for
social policies and programmes.

The process involved in building the Universal Social Protection System and in formulating
and winning passage of the Social Protection and Development Act was marked by a number of
important events, including the implementation of the Anti-Crisis Plan and the introduction of the
System’s programmes in 2009 and the following years, the presentation and discussion of the draft
Social Protection and Development Act in various forums starting in 2013 and, finally, the debate
that took place in a legislature in which the governing coalition held a majority during the 2013-2014
presidential campaign.

Two factors —one of a medium-term nature and the other of a more circumstantial one—
helped to open up windows of opportunity for the conclusion of an agreement that ultimately led to
the unanimous passage of the Social Protection and Development Act. The first was the assumption
of office by a new political and electoral coalition in the midst of the deep economic crisis of 2008-
2009 which had a majority in the legislature. The crisis called the prevailing economic model into
question along with the political forces associated with it. This prompted a changeover in power
and an increase in social investment. It also opened the way for the creation of the Universal Social
Protection System as a priority item on the government’s agenda (it was included in the five-year
development plan for 2010-2014). The involvement of the Technical Secretariat of the Office of the
President, along with other agencies, at every step along the way was of key importance. Later on,
the Secretariat was to devise effective strategies for promoting the bill that was to become the Social
Protection and Development Act. The Universal Social Protection System was presented as a means
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of integrating the country’s social policies in a way that would contribute to the achievement of the
ultimate goals of eradicating poverty, social exclusion, and gender and income inequality.

The other factor had to do with the 2013-2014 presidential election —the context in which
this law was unexpectedly passed unanimously. The situational elements that contributed to this
turnaround included the dynamics of the election campaign itself, the fact that public opinion
had come to support the social programmes of the Universal Social Protection System and the
resulting change in the stance adopted by the opposition campaign, the Nationalist Republican
Alliance (ARENA) regarding these programmes. At this juncture in the public debate, the role of the
State had, at least for the time being, been redefined as a guarantor of rights and well-being. Its
assumption of a central role in social policy was a break with the conceptual approaches employed
by previous Administrations.

The process involved in arriving at further agreements in the wake of the Universal Social
Protection System’s creation was furthered by stakeholders outside the executive branch that
provided support and/or advised the Administration of President Mauricio Funes: socially committed
international organizations such as the United Nations (e.g. the Economic Commission for Latin
America and the Caribbean (ECLAC), the United Nations Development Programme (UNDP) and the
United Nations Children’s Fund (UNICEF)), international cooperation agencies that provided partial
funding for a number of the social programmes included in the Universal Social Protection System,
and a variety of national and international experts. The executive branch also had the support of its
own coalition, and particularly of the Frente Farabundo Marti para la Liberacion Nacional (FMLN),
whose platform included the Universal Social Protection System.

The main opponents of the Universal Social Protection System were ARENA, the largest
opposition party and the one that had directed the executive branch for 20 years (1989-2009), private-
sector pressure groups such as the National Association for Private Enterprise (ANEP), think tanks
such as the Salvadoran Foundation for Economic and Social Development (FUSADES) and large
media companies. Despite the opposition of ARENA and its criticism of the Universal Social Protection
System and the law that was designed to ensure the continuity of its component programmes, the
correlation of forces in the country was more favourable for advances in social protection than it
had been in earlier decades, even among the parties on the right. For the first time, this opened up
the possibility of discussing proposals for guaranteeing basic minimum levels of social protection.
Things took an even greater turn for the better during the 2014-2015 elections due to the political and
electoral costs that would be associated with rolling back the Universal Social Protection System
social programmes.®

In sum, the political environment in which the law was passed opened up a policy window
for the consolidation of the Universal Social Protection System based on the Social Protection
and Development Act. On the one hand, the make-up of Congress in 2010-2014 was favourable to
the Administration, which made the bill’s adoption feasible. But it was the context of the election
campaign, which pointed up increasing signs that the electorate was receptive to the Universal Social
Protection System’s programmes, that made it possible to garner not only the governing coalition’s
support but also the support of the main opposition party. Consequently, however, the agreement
that was reached represented a circumstantial compact. While the Administration’s discourse and
proposals built momentum for a universalist approach founded upon a rights-based perspective, the
opposition continued to harbour an approach that focused on social policy as consisting of residual,
temporary and targeted actions.

The passage of the Social Protection and Development Act therefore was a partial, limited
reform measure but one that nonetheless was a step forward on the path towards the construction

9 |n El Salvador, the first round of presidential elections was held in February and the second round in March 2014, while
legislative and municipal elections were held in 2015, making for a protracted period of time during which election
campaigns were going on.
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of a social protection system where none had existed before. The consolidation, expansion and
refinement of that system will require further fiscal and policy reforms, however. Be that as it
may, this development heralded the formation of a political and social coalition that permitted the
institutionalization of a more procedurally and substantively complex framework for social programmes
than had existed before. Although this circumstantial compact is not yet backed by a wide-ranging
national consensus, compact or agreement regarding the content, scope and future path of social
protection and social policy in a broad sense, the unanimous approval of this law was a first step
in that direction. The immediate challenge is to design implementing regulations that will make the
Social Protection and Development Act operational and to ensure the fiscal, political, cultural and
conceptual sustainability of the Universal Social Protection System.

5. Costa Rica: The National Childcare and Child
Development Network (REDCUDI), 2010-2014'°

ust a little more than one month before the end of President Laura Chinchilla’s term in office (2010-
2014), a process that had begun at the very start of her Administration culminated in the promulgation
of the National Childcare and Child Development Network Act'! (Act No. 9.220) on 24 March 2014.
This law had been passed by Congress three weeks earlier and had been supported by a broad
spectrum of major political forces. It institutionalized the REDCUDI social programme, which had
been working since 2010 to link up a number of pre-existing child assistance schemes in order to
expand their coverage and give all young children access to these early childhood services. Further
aims were to put in place a solidary funding system, to equalize quality standards and to strengthen
the concept of a universal child services system. This reform bolstered the Costa Rican State’s
commitment to childcare services and to opportunities for women to enter the labour force. Both
focuses —caring for children and supporting women in the workforce— were controversial issues
that were amply discussed by the various stakeholders, and to some extent this led to these issues’
incorporation into the broad debate on social protection, as has also occurred in other countries of
the region (see box X.4 for information on the case of Uruguay).

REDCUDI was placed on the Administration’s agenda and later was incorporated into the
National Development Plan. Initially, however, it was presented as a programme whose objective
was to link the various public and private childcare and child development initiatives in the country
in order to strengthen existing options and provide a broader spectrum of comprehensive childcare
services (Executive Decree No. 36.916 of 2011). The existing childcare facilities that REDCUDI
was designed to link up and supplement included the Community Homes (facilities that provide
early childhood care at the community level that are overseen by the Joint Institute for Social Aid
(IMAS)), Education and Nutrition Centres/Comprehensive Child Nutrition and Services (CEN-CINAI)
(attached to the Ministry of Health, Comprehensive Assistance Centres (CAls)), which offer a variety
of childcare options (daycare, nighttime childcare and temporary residence arrangements) and Child
Development and Childcare Centres (CECUDIs), an additional service run by the municipalities and
other childcare options offered by civil society organizations. The ultimate objective was to bring
about the convergence of all these options towards a shared model and basic standards.

REDCUDI has a mixed funding system, with financing being provided by the government
via the Social Development and Family Allowance Fund (FODESAF) and by the municipalities
and contributions from some private companies and civil society organizations that wish to make
donations for the maintenance and management of a number of the CECUDIs. In addition, the State
can provide partial or full subsidies to poor, at-risk and socially vulnerable households under the

10 This section is based on Guzman Ledn (2014).
" In Spanish, the name of this network is Red Nacional de Cuido y Desarrollo Infantil (REDCUDI).
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terms of the regulations governing the corresponding agencies (IMAS, the National Children’s Board
(PANI) and others)."?

Act No. 9.220 provided for the establishment of a technical secretariat attached to IMAS to
coordinate REDCUDI, along with an inter-agency technical committee made up of representatives
of all the government agencies involved. Its financing comes in the form of at least 4% of the annual
resources of FODESAF, in addition to the funds expended by other public agencies in the Network.
These funds cannot be subsumed under the 8% of GDP allocated for education. The Network has
been presented as an initiative focusing on the need to ensure the development and care of children
and capable of offering working women or women students ways of reconciling those activities
with their responsibilities as mothers. Future challenges include implementing and expanding the
Network to cover the entire country and all population groups and to lock in long-term financing to
pay for this expansion.

The factors that made it possible for this initiative to move forward can be seen in the context
of a window of political opportunity that paved the way for the conclusion of a broad agreement.
First, the expansion of childcare services was part of the government’s electoral platform and figured
in the National Development Plan and was therefore at the very top of the public and governmental
agenda between 2010 and 2014; all the various offices of the executive branch therefore stood
ready to lead and support this initiative. Second, as an outcome of the solutions or policy options
stream, the Network was structured and presented as an amalgamation of the various pre-existing
schemes which would, however, expand their coverage and introduce greater uniformity into childcare
standards. The preparation of the bill started out with a comparative study of the regulations and
standards in place in European and Latin American countries and an exhaustive review of related
bills presented in Costa Rica over the last 10 years. A multidisciplinary team of jurists, experts in the
rights of the child and in women’s rights, parliamentarians, and social and economic policy experts
was tasked with drafting the bill.

The horizon for the third —political— stream was the debate on the bill in the legislature
while a presidential campaign was going on. Members of the executive branch met with different
legislative factions, labour groups from different sectors and congressional advisers to discuss the
bill and conducted information and sensitization sessions. As part of a variety of public outreach
activities, arrangements were made for teachers and their students to visit legislators’ offices, for
the public to meet with municipal authorities and for meetings between legislators and mothers
who were receiving benefits. Despite the fact that the election campaigns were at their height,
the bill was passed as the end of the outgoing Administration was approaching, following the first
round of elections. In fact, during the electoral campaign that ran from October 2013 until April
2014, REDCUDI was the subject of campaign debates and political discussions and, in most cases,
the speakers advocated its expansion and reinforcement. This was also reflected in the fact that
the law was passed with the support of legislators from a range of political leanings. According
to its advocates, one of the reasons for this was that the bill was brief and clearly structured; it
did not deal with complex tax matters or contain any provisions that would have amended laws
dealing with such matters; it provided a clearly worded explanatory preamble; and it provided for
an effective procedure for informing and sensitizing people about the societal problem which it
was intended to solve.'® However, some of these features are associated with future challenges,

12 To make childcare services more accesible, social protection subsidies are determined on the basis of a person’s total
or partial capacity to pay for those services. The partial or total subsidy for each child provided under this programme
is therefore a variable amount that is paid out each month based on an assessment by IMAS of the socioeconomic
situation and childcare needs of each household. In 2013, more than 32,000 children, most of them from poor, vulnerable
or at-risk households, took part in this programme.

See the presentation given by the former Deputy Minister for Social Welfare in “Forging and renewing social compacts
for more inclusive social protection: an international perspective on Latin America’s experiences, challenges and
outlook”, 2 and 3 June 2014, Santiago, Chile [online] http:/dds.ECLAC.org/proteccionsocial/pacto-social/seminario-
internacional-proteccion-social-ECLAC-2014/dial/Presentacion-Isabel-Brenes.pdf.
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such as the need to determine the level and source of the government funding required to expand
the Network’s infrastructure and coverage over the long term. Be this as it may, the unanimous
approval of the National Childcare and Child Development Network Act at the congressional
committee stage and at its first and second readings during its consideration in plenary attests
to the fact that there was greater scope for arriving at a quite broad-based agreement than there
had initially been when the Network was simply a short-run government programme.

Bl Box X.3

Partially open windows of political opportunity: the establishment of the National Care
System in Uruguay, 2008-2014

Windows of political opportunity may be opened part way even when only some of their determinants are in place, and
they may remain open for extensive periods during which no definite headway is being made. The process involved
in designing the National Care System in Uruguay and, more generally, the process of bringing the issue of social
care services into the debate about social protection in the country, provide instructive examples in this respect. A
number of factors that are conducive to a large-scale reform and the configuration of strong sources of support have
set the stage for the creation of a system for coordinating public and private social care services for all segments and
age groups of the population that will be able to draw on government funding in order to provide guaranteed access
and greater coverage. These favourable elements include, for example, the fact that the proposed system figures
prominently in the government’s agenda and electoral platform, the presence of a majority in favour of the proposal
in the legislature, and the numerous consultations and participatory initiatives being conducted by social and political
advocates all across the political spectrum.

The idea of a social care system first appeared on the government agenda of the Broad Front coalition in 2008.
In 2010, by resolution 86/010, an inter-agency working group was created to define the outlines of such a system based
on a programme of work approved by the Social Cabinet. A broad-ranging debate and nationwide consultations held
in 2011 ultimately led to the presentation of a proposed design to the Social Cabinet and its approval of that proposal
in 2012. The working group’s proposal represented a significant stride forward inasmuch as it identified the system’s
target population groups, provided an assessment of the unmet social care service needs of those groups, introduced
the conceptual innovation of regarding care providers as subjects at law and identified all the various facilities and
services that would need to be linked and coordinated in order to provide care throughout the life cycle on the basis
of a rights-based approach that incorporates a gender perspective.

A number of stumbling blocks have hampered progress towards the finalization and submission of a reform
package of this type to the legislature and the formation of a broad-based consensus on the need to incorporate care
services as a component of the social protection system, however. One of the hurdles is the difficulty of finding additional
sources of public funding for the government services and civil society institutions that could take part in the system.
Others include the perceived trade-offs between the integration and sectoralization of the agencies concerned, the
ongoing debate as to whether services should be targeted at the most vulnerable sectors of society or should be made
available to the population as a whole, the reluctance shown by some business circles to lend their support and the fact
that the proposed system has not been as high up on the governmental agenda as a number of other issues. Be that
as it may, the fact that a social care services system remains a topic of public debate means that such services may
continue to be regarded as a possible component of a redefined social protection matrix for Uruguay. What is more,
the sophisticated design of the proposed National Care System constitutes a basis for further advances in the future.

Source: Rosario Aguirre and Fernanda Ferrari, “La construccion del sistema de cuidados en el Uruguay: En busca de
consensos para una proteccién social mas igualitaria”, Politicas Sociales series, No. 193 (LC/L.3805), Santiago, Chile,
Economic Commission for Latin America and the Caribbean (ECLAC), April 2014.
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Introduction

The ultimate objective of social protection is to allow the population to exercise their economic,
social and cultural rights by improving their living conditions, helping to eradicate poverty and closing
equality gaps. To that end, the impact of social protection on the population’s well-being must
be quantified, both at the aggregate level and at the level of individual policies and programmes.

Chapter XI examines the positive effects of social protection and care on growth and
employment, and identifies the impact of specific programmes, namely conditional cash transfers,

productive and labour inclusion programmes, and pensions, on poverty, inequality and other
social indicators.
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Part | ECLAC (2018), The Inefficiency of Inequality; A, pp. 131-135.

A. The positive effects of social protection and care on
growth and employment

Social protection seeks to ensure a basic level of income, access to services (including care services),
development of human capacities and opportunities for decent work over the whole life cycle (Cecchini
and Martinez, 2011). It helps to give effect to economic, social and cultural rights and reduce poverty
and inequality, and it can also yield growth-boosting productivity gains (Arim, 2017; ECLAC, 2006).

The evidence for the impact of social protection policies largely comes from analysis of non-
contributory cash transfer programmes designed for poverty relief. This evidence provides a different
perspective on social protection policies, which are often treated as though they were potentially
inefficient compensation mechanisms liable to create dependency on public policies and jeopardize
the sustainability of the public finances.

The reality shows that these transfers have had large effects on school enrolment, attendance,
progress and retention (ECLAC, 2014a) and have helped to improve access to health services,
especially check-ups and immunization coverage (Cecchini and Veras Soares, 2015). However,
impact assessments indicate that learning outcomes, anthropometric and nutrition outcomes and
health effects are heterogeneous and largely depend on the quantity and quality of universal public
services (see box XI.1).

B Box XI.1
The effects of non-contributory social protection on final indicators of human capabilities

There is a huge amount of evidence for the positive effects of conditional transfer programmes in the region. Baez
and Camacho (2011) find that pupils participating in Colombia’s Families in Action programme are between 4 and
8 percentage points more likely to complete secondary school than the control group. Garcia and others (2012) state that
participating in this programme increases standardized mathematics test scores by 1.07 standard deviations. Barham,
Macours and Maluccio (2013) and Barham and others (2016) estimate the effects of Nicaragua’s Social Protection
Network, 10 years from its inception, on those who participated in the programme for three years, focusing mainly
on the educational attainments of minors who had participated between the ages of 9 and 12. Their findings show an
accumulated 0.5 extra grades at school and better learning outcomes. In Mexico, the Prospera programme (formerly
Oportunidades) has helped to reduce and almost eliminate gender gaps in secondary school enrolment, especially in
rural areas (Parker, 2003), and has increased enrolment and promotion rates among indigenous students (Escobar and
Gonzalez, 2002 and 2009). Lastly, Rasella and others (2013) indicate that Brazil’s Bolsa Familia programme contributed
to a 17% drop in mortality among infants aged under 5 between 2004 and 2009 by acting on poverty-related causes
of death such as malnutrition and dysentery.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of J. Baez and A. Camacho,
“Assessing the long-term effects of conditional cash transfers on human capital: evidence from Colombia”, IZA Discussion
Paper, No. 5751, Bonn, Institute for the Study of Labor (IZA), 2011; A. Garcia and others, “Impactos de largo plazo del
programa Familias en Accién en municipios de menos de 100.000 habitantes en los aspectos claves del desarrollo del
capital humano. Informe final”, Bogota, Union Temporal Econometria/National Planning Department, 2012 [online] https:/
colaboracion. dnp.gov.co/CDT/Sinergia/Documentos/393_Impactos_de_Largo_Plazo_en_el_Programa_Familias_en_
Accion_DOC.pdf; T. Barham, K. Macours and J. Maluccio, “More schooling and more learning? Effects of a three-year
conditional cash transfer program in Nicaragua after 10 years”, IDB Working Paper series, No. 432, Washington, D.C.,
Inter-American Development Bank (IDB), 2013; T. Barham and others, “Long-term impacts of conditional cash transfers in
Latin America: review of the evidence”, IDB Working Paper series, No. 732, Washington, D.C., Inter-American Development
Bank (IDB), 2016; S. Parker, “Evaluacion del impacto de Oportunidades sobre la inscripcién escolar: primaria, secundaria'y
media superior”, Documentos de Investigacion, No. 6, Mexico City, National Institute of Public Health/Economic Research
and Teaching Centre (CIDE), 2003; D. Rasella and others, “Effect of a conditional cash transfer programme on childhood
mortality: a nationwide analysis of Brazilian municipalities”, The Lancet, vol. 382, No. 9886, Amsterdam, Elsevier, 2013;
A. Escobar and M. Gonzalez, “Girls, mothers and poverty reduction in Mexico: evaluating Progresa-Oportunidades”,
The Gendered Impacts of Liberalization: Towards “Embedded Liberalism”, S. Razavi (ed.) New York, Routledge, 2009;
“Documento final de diagnéstico cualitativo de hogares semiurbanos: localidades de 2500 a 50000 habitantes, 2001”,
Guadalajara, Centre for Research and Higher Learning in Social Anthropology (CIESAS), 2002 [online] http:/lanic.utexas.
edu/project/etext/oportunidades/2002/escobari.pdf.
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As regards employment, cash transfer programmes designed to overcome poverty do not
discourage participation in the workforce at the household level, and may even encourage it. Evidence
of this can be found both in randomized controlled trials in countries of Latin America (Honduras, Mexico
and Nicaragua), Asia (Indonesia and the Philippines) and Africa (Morocco) (Banerjee, Chassang and
Snowberg, 2016) and in impact assessments carried out in Latin America (ECLAC, 2017a; ECLAC/ILO,
2014). In the case of Brazil’'s Bolsa Familia programme, for example, the proportion of people looking
for work is significantly higher in households using the programme (De Oliveira and others, 2007), and
labour force participation rates in the bottom three deciles of the income distribution are higher among
programme beneficiaries than among non-beneficiaries (Medeiros, Britto and Soares, 2008).

In Colombia, an assessment of Families in Action shows that this programme has been having
a significant positive impact on the employment rate in urban households, contributing to declines
of 3.2 percentage points and 0.7 percentage points, respectively, in inactivity and unemployment
rates. It has also boosted per capita household income by an average of 25% (Nufez, 2011). Findings
for the entry of women into the workforce are mixed (Holmes and others, 2010). The effects on men
and women differ because of factors that may operate to a greater or lesser degree depending,
for example, on the design of conditionalities, the characteristics of local labour markets and the
availability of care-related services or benefits. One such factor is the time that has to put into meeting
programme conditions and the burden of responsibility this represents, which falls primarily on women
(ECLAC, 2014 and 2017b; Martinez and Voorend, 2008). Another is that becoming regular recipients
of transfers, even if small, means that women (who are worse placed than men in the labour market)
do not have to submit to excessively poor working conditions, such as low incomes, long days, long
travel times between home and work or exposure to abuses (ECLAC, 2017a).

Social protection can affect productivity through a number of interconnected channels and can
operate on the micro (individual or household), meso (local community and economy) and macro levels
(Alderman and Yemtsov, 2012). Through the interaction of these three levels, and by linking to production
development and decent work strategies with a gender approach and an emphasis on ethnic and racial
equality, social protection can help to create a virtuous circle of independent income generation, with
large multiplier effects (ECLAC, 2017a; Hanlon, Barrientos and Hulme, 2010; Samson, 2009)."

At the individual level, social protection improves education and health care along with employment
indicators and the ability to generate income in families (Hanlon, Barrientos and Hulme, 2010; Samson,
2009). Cash transfers also have multiplier effects on local economies by increasing consumption and
demand. Non-contributory social protection programme participants spend a large part of the cash
transfers they receive from programmes within their local areas, especially on food (Cecchini, 2014;
Ibarraran and others, 2017), which creates positive externalities for households that are not users of
the programmes and for business owners.2 At the community level, the multiplier effect arises as a
result of greater public investment in infrastructure.

With regard to rural pensions in Brazil, Schwarzer (2000) describes the dynamizing effect of
increased purchasing power among those receiving cash transfers on the economies of municipalities in
the state of Parana. Payment day is when “the wheel of the economy turns” in small rural localities, and
many firms, including commercial banks, are profitable because of these transfers. Similar results have
been seen in the case of Bolsa Familia: Luiz Pereira and others (2008) find that, in the five municipalities
with the lowest human development index scores in Brazil as of 2006, the programme’s cash transfers
substantially boosted the earnings of food shops, and commerce would lose 40% of its revenues if

1 The extent of the impact of social protection on economic growth is influenced by the scale and distribution of social
protection spending. Although social protection may affect production capacity at the individual or community level, its
direct effect on aggregate growth is unlikely to be substantial in countries with low social spending and high levels of
inequality (Mathers and Slater, 2014).

2 Davis, Di Giuseppe and Zezza (2017) use general equilibrium models based on household survey microdata to calculate
multipliers for cash transfers made under seven programmes in sub-Saharan Africa and find that they all generate
positive effects for the local economy. Real income multipliers range from 1.08 (Kenya) to 1.81 (Ethiopia).
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the programme did not exist. Similarly, Landim (2009) shows for 5,500 Brazilian municipalities that a
10% annual per capita increase in transfers from the Bolsa Familia programme increases municipal
GDP by 0.6%, largely thanks to increased commerce.?

At the aggregate level, the impact of social protection, both contributory and non-contributory,
may arise from aggregate demand shifts, changes in overall labour force participation and the activation
of capital markets, for example by way of pension funds (Mathers and Slater, 2014; Alderman and
Yemtsov, 2012), and indeed by efforts to promote social cohesion and reduce violence, all actions that
help create a more favourable growth environment. Social protection can also act as an economic
stabilizer during crises, bolstering domestic demand (Videt, 2014).

The multiplier effect of social protection does not act just at the local level, but throughout
the economy. In the United States, when Barack Obama’s government implemented a fiscal stimulus
package to deal with the 2008 financial crisis, an increase of one dollar in food stamps had a multiplier
effect of 1.73 dollars of GDP, while the extension of unemployment insurance benefits generated a
rise of 1.63 dollars of GDP for each dollar spent (Zandi, 2009). Chimerine, Black and Coffey (1999)
estimate that unemployment insurance in the United States played a substantial countercyclical role in
real GDP changes over three decades, as a result of which an average of 131,000 jobs were preserved
each year, and that each dollar added to the economy by unemployment insurance increased GDP
by 2.15 dollars.* In the case of Brazil, Mostafa, Monteiro and Ferreira (2010) and Cortes, Monteiro
and Guimaraes (2013) estimated short-run multipliers for government cash transfers. Their findings
showed that Bolsa Familia had had a greater effect than other benefits, with each real invested in
the programme in 2009, for example, adding 1.78 reais to the country’s GDP.5

Childcare policies likewise set out to increase equality and can have substantial effects on
productivity. Social protection systems in developed countries have made major efforts to extend
childcare provision, with a variety of rationales. For one thing, there is abundant evidence that
the returns to early childhood education are high, particularly in the case of households suffering
from high levels of deprivation, and this has begun to be used as one of the main arguments for
investment in public policies aimed at this age group. The most recent education studies maintain
not only that skills acquired early in life yield cumulative benefits for the acquisition of capabilities
at later stages, but that, in addition, certain skills are harder to attain after a certain age (Cunha and
others, 2006; Cunha and Heckman, 2010). Another consideration is that childcare services are a
way of stimulating the labour market and moving towards gender equality by increasing the rate of
female labour market participation.

In developing countries, policy experiences of this type are more recent, as is the analysis of
their effects.® Where the effects on childhood development are concerned, most of the data concern
childcare or child development programmes targeted at the most vulnerable children, and the results
are generally positive. This is probably due to the situation these children would be in if they did not
attend a care centre, i.e. what they would be doing if these services were unavailable. The effects
depend on the quality of services and care and on how much stimulation they would receive at home.
In the case of children from more disadvantaged environments whose carers (mothers, fathers or

3 Additionally, money invested in these programmes flows back into the municipal coffers. Thus, a 10% rise in the
beneficiary population increases municipal tax receipts by an average of 1.05%, while a rise of 10% in the value of
transfers increases receipts by 1.36%.

4 Unemployment insurance covered an average of 5 million people in the troughs of the five recessions between 1969 and
the early 1990s, cushioning the loss of real GDP by about 15% each quarter.

5 The other benefits analysed were the Continuous Cash Benefit (BPC) programme, unemployment insurance, the wage
top-up programme, the General Social Security Regime (RGPS), the Public Sector Social Security Regime (RPPS) and
the Length of Service Indemnity Fund (FGTS).

6 The main problem for assessments is to identify the causal effect of policies, as families opting to use care services
usually have special characteristics that may affect the workforce participation of women and the development of
children, even if they did not take up these services. The review centres on studies that take this endogeneity into
account, concentrating on ex post impact assessments of childcare programmes.
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grandparents, among others) have low levels of education, even poor-quality services can positively
affect their cognitive and non-cognitive development (Cascio and Whitmore, 2013).

The situation with universal childcare services is unclear. Positive effects on cognitive and
non-cognitive outcomes can be found in the literature review presented by Cascio (2015). Likewise,
high-quality services can increase adults’ attendance at education centres and their employability.
Almost all studies show the best results for children from more vulnerable homes, although the
benefits diminish or disappear as they grow up. Where quality is low, the effects of care policies
can actually be negative.

In Latin America, researchers have documented positive effects on child development, even
though service quality differs substantially between the countries and territories of the region.” For
Ecuador and in one of the studies available on Chile, the conclusion is that poor-quality care services
have negative effects. In general, these effects depend on age (they are greater for older children),
the vulnerability of households and the time spent in the programme (longer exposure enhances the
effects). Studies evaluating the effects on children in Argentina, Colombia and Uruguay years after
they have attended care services found them to be persistent. Regarding women’s participation
in the workforce, Del Boca (2015) concentrates on studies carried out in Europe and the United
States and finds that the effects depend on each country’s starting point in relation to this variable.
In countries where participation was relatively low, childcare programmes generally have positive
effects. If participation was high, these programmes do not improve employment opportunities for
women and essentially bring about displacement between informal and formal care. The effects
generally differ between groups, with less educated women benefiting most.

In Latin America, studies analysing the effects of childcare services on mothers’ labour market
participation have shown the importance of programme operating hours spanning the working day
and the significant effect of the number of children people have and their ages, including those not
directly affected by the policy being assessed.8 In Chile, where care services for children aged under
6 are part-time and therefore mothers do not have time to work full-time, there are no effects on
female labour force participation. When school hours extension programmes are analysed, however,
positive and significant effects are found.

In Argentina, an effect on women’s labour force participation is seen exclusively in cases
where the child accessing the preschool service is the youngest, while in Uruguay full-time schooling
is found to have a positive effect on the labour force participation of mothers who do not live with
children under 6. The findings of the studies carried out in Rio de Janeiro, Colombia, Ecuador and
Mexico, which relate to programmes more targeted on situations of vulnerability, are invariably
positive, with the effects being greatest for mothers who were not working before their children
entered the programme.

7 The targeted programme studies referred to are Behrman, Cheng and Todd (2004) on the Plurinational State of Bolivia,
Attanasio, Meghir and Vera-Hernandez (2007) and Bernal and others (2009) on Colombia, Rosero and Oosterbeek
(2011) on Ecuador, Angeles and others (2011) on Mexico and Urzta and Veramendi (2011) and Noboa-Hidalgo and
Urzua (2012) on Chile. Four studies analyse universal programmes: Berlinski, Galiani and Gertler (2009) in Argentina and
Berlinski, Galiani and Manacorda (2008), Borraz and Cid (2013) and Mullin and Vairo (2015) in Uruguay.

8 The studies referred to are Berlinski and Galiani (2007) and Berlinski, Galiani and McEwan (2011) on Argentina,
Nollenberger and Perazzo (2016) and Vairo (2014) on Uruguay, Barros and others (2011) on Rio de Janeiro, Attanasio,
Meghir and Vera-Hernandez (2007) on Colombia, Rosero and Oosterbeek (2011) on Ecuador and Angeles and others
(2011) on Mexico. There is a particularly large number of studies for Chile: Encina and Martinez (2009), Medrano (2009),
Aguirre (2011), Bentancor (2013), Manley and Vazquez (2013), Contreras, Sepulveda and Cabrera (2010) and Martinez
and Perticara (2017).
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B. Conditional transfer programmes and their social and
economic effects

A large number of impact assessments make it possible to analyse the results obtained by income
transfer programmes, particularly conditional ones, to overcome poverty in the different countries
of the region, both in terms of income poverty, and with respect to education, health and nutrition
indicators. As noted below, the results are promising in terms of reducing social and coverage gaps,
but they also contribute significantly to the redistributive goal of social policy, with adjustments to
the primary income distribution, and in the economic benefits that this generates, not only among
the direct target groups but also in the economy at large.

Some of the lessons learned from these studies are outlined below.

1. Effects on poverty and inequality

Conditional transfer programmes apply beneficiary selection procedures and techniques that minimize
exclusion errors (families that satisfy the eligibility criteria but do not participate in the programme)
and inclusion errors (families who do not satisfy the eligibility criteria but do nonetheless participate).
The effects on poverty and inequality indicators thus depend on the quality of targeting, the scope of
the programme’s coverage and the amount of the transfers. As these tend to be targeted on the most
poor, but do not always involve a large amount, the impact on poverty —more than on the headcount
index (FGTO)— is seen primarily in indicators relating to the lowest part of the income distribution,
such as the poverty gap (FGT1) and the severity of poverty (FGT2) (Cruces and Gasparini, 2012; Veras
Soares, 2009). This means that the impact is mainly in terms of raising household incomes closer to
the poverty or indigence thresholds, without necessarily surpassing them.®

The evidence of the positive effects of CCTs on the percentage of the population living in poverty
or indigence comes from countries where these programmes have a broad scope and are effective,
and the amounts of the transfers are significant.’” These are mainly middle-income countries. In the
case of Brazil, for example, according to Soares (2012), the Bolsa Familia programme contributes to
an 8% reduction in the poverty headcount index (FGTO0), an 18% reduction in the poverty gap (FGT1)
and a 22% reduction in the severity of poverty (FGT2). In countries where the coverage and amount
of the transfers are smaller (generally lower-income countries) no major repercussions on poverty
are detected. In the case of Honduras, Guerreiro Osoério (2008) concluded that the small amount of
the transfers paid in the Family Allowance Programme (Programa de Asignacion Familiar — PRAF)
only succeeded in reducing poverty by 0.02 percentage points.

An arithmetical simulation exercise performed by Amarante and Jiménez (2013) for nine
countries (Chile, Colombia, Costa Rica, Ecuador, Panama, Paraguay, Peru, the Plurinational State

of Bolivia and Uruguay) with microdata obtained from the 2011 household surveys, to measure the

9 The most widely used indicator to measure poverty, the percentage of persons with incomes below the poverty line,

known as the “Headcount Index”, corresponds to FGTO in the family of parametric indices to measure poverty proposed

by Foster, Greer and Thorbecke (1984). FGT1 is the poverty-gap indicator, which weights the percentage of poor people
by the extent to which their income is below the poverty line. FGT2, meanwhile, assigns a larger relative weight in the
final result to those who are furthest from the poverty line, by raising the relative income deficit to the power of two

(ECLAC, 2014b).

10 This is the case in Argentina (Agis, Cafiete and Panigo, 2010; Cruces and Gasparini, 2012; Lustig, Pessino and Scott,
2013); Brazil (Cruces and Gasparini, 2012; Fiszbein and Schady, 2009; Lustig, Pessino and Scott, 2013; Soares, 2012:
Veras Soares and others , 2006); Ecuador (Naranjo, 2008; Fiszbein and Schady, 2009); Jamaica (Fiszbein and Schady,
2009); Mexico (Cruces and Gasparini, 2012; Fiszbein and Schady, 2009; Lustig, Pessino and Scott, 2013) and Uruguay
(Colafranceschi and Vigorito, 2013; Cruces and Gasparini, 2012; Lustig, Pessino and Scott, 2013).
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effect of CCTs on income poverty, obtained similar results: the effects a greater in terms of reducing
the poverty gap and particularly its severity, but the effects on poverty incidence are smaller.

It should also be noted that to evaluate the impact of CCTs on poverty reduction it is not
sufficient to measure their immediate effects on income in a given year based on household survey
data. Apart from the actual amounts of the transfers, account needs to be taken of whether the time
for which they are received enables the families to overcome certain needs thresholds and thus be
better able to invest in the capacities of their children, obtain better-quality jobs, invest in small-scale
ventures or agricultural activities, and thus improve their economic inclusion (ECLAC, 2012b; Hanlon,
Barrientos and Hulme, 2010). The impact of CCTs on incomes is unlikely to have consequences that
last beyond the duration of the transfers unless they are complemented with other programmes or
actions to provide access to the battery of sector policies and social promotion programmes that
foster the labour market and productive integration of their beneficiaries.

2. Effects on human capacities

With regard to strengthening human capacities in areas such as education, health and nutrition, the
impact assessments of CCTs show that progress has been made in terms of access to schools and
health services. They also show that outcomes in terms of learning, health status and nutritional
situation depend largely on the quantity and quality of the supply of public services. Nonetheless,
the results are not homogeneous and vary according to the indicator, country, programme, area of
residence, and the age of the participants. Evaluations of the effects on human capacities do not
always clarify which channel enables the results obtained, or the causal relations that exist between
them. In particular, we do not know whether the positive effects are mainly due to an increase in poor
families’ disposable income (“income effect”) or to the commitments that they have to assume to
obtain the transfers (“conditionalities effect”) (Cecchini, 2013). However, the design of CCTs includes
the explicit or tacit hypothesis that these improvements are closely related to the conditionalities.

In the education components of CCTs, the effects are generally observed through increases
in school enrolment and attendance. These tend to be greater in countries where the base levels
were lower, in cycle-terminating school grades where dropout rates were high (such as the transition
from primary to secondary) and in the poorest households and localities. Impact evaluations provide
little information about the children’s learning (Cecchini, 2014). In the case of the health and nutrition
components, increases are seen in indicators of access to health, such as the coverage of growth
check-ups for children, preventive medical check-ups and immunization programmes. The evidence
on children’s health and nutritional status is more varied (Hoddinstt and Bassett, 2009; Cecchini
and Veras Soares, 2014) (see box XI.1).

B Box XI.1
Effects of CCTs on human capacities

In terms of education, health and nutrition, there are many evaluations in the region on the impacts that CCTs have on
the different variables, the main results of which are summarized in this box.

In education, increases in enrolment and school attendance rates are the most commonly observed effects.
In Mexico, De Brauw and Hoddinott (2008) identify, for the educational component of the Progresa programme, a
significant increase in the probability of attending school. In addition, as a result of Oportunidades, it has been found
that gender gaps in the secondary school enrolment rate have virtually disappeared, particularly in rural areas (Parker,
2003 and 2004). This programme has also had positive effects in terms of an increase in enrolment and grade pass
rates among indigenous children (Escobar and Gonzalez de la Rocha, 2002 and 2008). Other evaluations (SEDESOL,
2008) have reported significant progress in reducing school dropout, raising the school enrolment rate, and improving
grades, although all of this occurs in specific geographical areas, age ranges and levels of schooling. Similarly, school
attendance has increased as a result of the implementation of CCTs in Brazil, Colombia, Dominican Republic, Jamaica
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and Paraguay. In Brazil, Silveira Neto (2010) finds that the school attendance rate for pupils of 7-14 years of age,
increases by between 2.2 and 2.9 percentage points, depending on the methodology of analysis used. De Brauw and
others (2012), note that in 2005-2009, attendance rates for children aged between six and 15 years who participate
in the Bolsa Familia programme increased by between 4.1% and 4.5%, depending on the control group. In Colombia,
Attanasio and others (2008) find that the Families in Action programme increases school attendance more among
secondary school pupils than primary school children, which can be attributed to the already high levels of attendance
in primary before the programme was implemented. In Jamaica, the Progress through Health and Education Programme
(PATH) increases school attendance among children aged between six and 17 years by 0.5 days per month, which is an
important result given the already very high attendance levels (96%) (Levy and Ohls, 2007). In Paraguay, the Tekopora
programme has contributed to a 2.5% increase in the enrolment rate among children from the targeted families,
whereas school attendance rises by between 5 and 8 percentage points (Veras Soares, Pérez Ribas and Hirata, 2008).
In the Dominican Republic, the Solidarity Programme has increased the probability that 14-16-year-olds are attending
school by 14 percentage points (Programa Solidaridad, 2008).

There is also evidence of effects on other variables, such as grade retention and school dropout, or the
completion of secondary. In Brazil, Oliveira and Soares (2013), find positive effects from the Bolsa Familia programme
on grade retention, because the programme reduces the probability of the participating students having to repeat grades
by 11%. Both De Brauw and others (2012) and Cireno, Silva and Proenca (2013) identify reductions in school dropout
rates as an effect of participating in the Bolsa Familia programme, ranging from -1.9% to -2.9% in the first case and
-0.1% in the second. De Brauw and others (2012) also find positive effects from Bolsa Familia on progression to the
following school grade, which is particularly significant for 15-year-old children. In Colombia, Baez and Camacho (2011)
find that students who participate in the Families in Action Programme have a 4-8 percentage point higher probability
of completing secondary school than the control group, and they estimate that this would mean between 100,000
and 200,000 secondary school graduates in addition to those who would have completed their schooling without the
conditional transfer programme.

Nonetheless, it is clear that greater feedback and coordination between CCTs and other types of educational
programmes could produce significant improvements in educational processes and outcomes. On this point, Gertler,
Patrinos and Rubio-Codina (2008) have evaluated the role of education policies in Mexican schools where a high percentage
of students participate in the Oportunidades programme; and they find that programmes that seek to empower parent
associations, particularly the School Management Support Programme (Apoyo a la Gestion Escolar—AGE), which forms
part of a broader Educational Compensation Programme, succeed in reducing grade retention and school dropout.

In the health sphere, evaluations show positive changes in access to preventive health check-ups and
immunization coverage. In the case of preventive health, in Mexico, the use of public health services for health
check-ups (for children and adults) and the monitoring of nutritional status (children) increased faster in localities
that participated in the Progresa programme than in the control localities (Gertler and Boyce, 2001). A more recent
evaluation of Oportunidades has confirmed these results in both rural and urban areas (Gutiérrez and others, 2005).
In Jamaica medical check-ups increased by 38% among children under six years of age who participate in the PATH
programme (Levy and Ohls, 2007). In Colombia, the National Planning Department (DNP, 2008) reported a 30% increase
in the proportion of children under two attending health clinics. Similarly, in El Salvador, check-ups increased by 10
percentage points among children under one year old (IFPRI/FUSADES, 2010). In Guatemala, however, no significant
impact was recorded on the use of preventive health services by children participating in the Mi Familia Progresa [My
family progresses] programme (Gutiérrez, 2011). Impact assessments conducted in Brazil (De Brauw and others, 2012)
and in Peru (Perova and Vakis, 2009; Sanchez and Jaramillo, 2012) show that children who participate in the CCTs are
more likely to be immunized.

In EI Salvador, between 2006 and 2007, the Red Solidaria [Solidarity network] programme (now called
Comunidades Solidarias [Self-help communities]) succeeded in significantly increasing the proportion of births attended
by skilled personnel (16.5 percentage points) and the proportion of deliveries occurring in a health-care facility (17
percentage points) (De Brauw and Peterman, 2011). Giving birth in a health centre or assisted by qualified personnel
is not the explicit conditionality of this transfer programme however; instead it is the requirement to attend antenatal
check-ups. Accordingly, as De Brauw and Peterman (2011) note, the way the impact is generated is not immediately
obvious, and it could depend on a combination of the income effect, the effects of other conditionalities, women’s
participation in health training events and an increase in their decision-making power, and an improvement in the
supply of health services

In Brazil, Jannuzzi and Pinto (2014) identify the following effects among participants in the Bolsa Familia
programme: an increase in the number of antenatal check-ups attended by expectant mothers (1.6 more check-ups
than pregnant women not participating in the programme) and a reduction from 19% to 5% in the proportion of women
who have not attended check-ups, babies with a heavier birthweight, and a larger proportion of children who are
exclusively breastfed in their first six months of life.

The effects on nutritional and anthropometric results, and also on health status, are varied. CCTs do not
have conditionalities relating to the nutritional status of children, but often include specific provisions to improve
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nutrition, such as health training and advisory events for mothers. Programmes that provide nutritional benefits, such
as Oportunidades, Mas Familias en Accion, Bolsa Familia, Bono de Desarrollo Humano and the now defunct Social
Protection Network (Red de Proteccion Social — RPS) in Nicaragua, have improved the nutritional indicators of school-
age children. In the case of Mexico, Gertler (2004) states that children in the treatment group are 0.96 cm taller and
have a 25.5% lower probability of being anaemic than children in the control group. Fernald, Gertler and Neufeld (2008)
show that the increase in cash transfer is associated with a lower prevalence of wasting and overweight children. In
Colombia, children who participate in the Families in Action programme are 0.45 c¢m taller than children in the control
group (DNP, 2006) and are less likely to suffer from malnutrition (Attanasio, Trias and Vera-Hernandez, 2009). In
contrast, Tekopora in Paraguay and the Family Allowances Programme (PRAF) in Honduras do not report such positive
effects (Barrios, Galeano and Sanchez, 2008; Bassett, 2008; Hoddinott and Bassett, 2009). Evaluations of the Bolsa
Familia programme in Brazil showed improvements in some anthropometric indicators such as weight, height, and
body mass index among children under five.

In relation to the impact on childhood illnesses, Attanasio, Trias and Vera-Hernandez (2009) have found a
reduction in the prevalence of dysentery and acute respiratory diseases among children who participate in the Families
in Action programme. In Mexico, SEDESOL (2008) found that children who participate in Progresa/Oportunidades have
significantly fewer days of illness; but an evaluation made by Fernald, Gertler and Neufeld (2008) did not find any
significant reduction in sickness rates among children as a result of implementation of Oportunidades.

Lastly, Rasella and others (2013) claim that Bolsa Familia has helped to significantly reduce the under-fives
mortality rate in Brazil (by 17% between 2004 and 2009), thanks to its impact on some of the poverty-related causes
of child mortality, such as malnutrition and dysentery. The authors also show that those effects have been greater in
municipalities in which the programme coverage was more extensive, and where families remained in the programme
for at least four years. They also show the importance of combined action between Bolsa Familia and the Family
Health Programme, which is the main primary health-care strategy in the country and currently covers 54.8% of the
population, particularly in deprived and rural areas.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of the cited authors. .
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C. Impact evaluations of labour and productive
inclusion programmes

1. Evidence for Latin America and the Caribbean

In Latin America and the Caribbean, the increase in the number of labour and productive inclusion
programmes in recent years has awakened interest in assessing their effects at the micro level
(Bucheli, 2005), but a large pool of information is not yet available. The shortage of information in this
respect becomes all the more evident when the data on these programmes is compared to the data
on other social programmes such as conditional transfer programmes.!" This situation points up the
wisdom of heeding the warning of the International Labour Organization (ILO) (2016) regarding the
importance of undertaking rigorous evaluations before scaling up labour and productive inclusion
programmes in order to determine their actual scope and limitations.

This section will look at the reviews of 37 quantitative studies that evaluated the results
of 22 labour and productive inclusion programmes implemented in the region during the period
1998-2014 (some which are still under way while others have been discontinued).!? In the case of
32 of those studies, a variety of supply-side and labour inclusion indicators were examined, such as
the probabilities of employment, unemployment and underemployment, the number of hours worked
and labour income levels. In the case of 23 of the studies, the programmes’ effects in terms of the
quality of employment were assessed (i.e. an evaluation was made of their impact on the probability
of obtaining a job in the formal sector of the economy, of the person having a written contract and
of payments being made into the pension and health-care system, among others).’®

For slightly more than half (58%) of the 645 indicators that were examined, some degree of
statistical significance was observed. In 73% of those cases (269 indicators), the impact on the labour
supply and insertion of the adults participating in labour and productive inclusion programmes was
evaluated, and a positive impact was detected for 71% (190) of those indicators. The other 27% of
the statistically significant indicators were measuring the labour formalization of participants, and
69% (70 indicators) were found to be reflecting a positive impact (see diagram XI.1 and table XI.1).

" Some macro evaluations of the net impact on aggregate employment and unemployment levels and a few cost-benefit
analyses of the different approaches (Bucheli, 2005) have not been included in the overview provided in this section.

2 This is an updated and somewhat more detailed version of an earlier study presented by ECLAC (2017a).

13 Some evaluations found both of these effects, which are therefore not mutually exclusive.
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B Diagram XI.1

Latin America and the Caribbean (8 countries): review of impact evaluations of labour and
productive inclusion programmes?

8 17 22
countries impact evaluations programmes
Disaggregations
Sex (62%) 645
Geographical area (41%) indicators evaluated (100%)
Age (51%) |
371
statistically significant
indicators (58%)
I
I I
Labour supply/integration Employment formalization
269 significant indicators (73%) 102 significant indicators (27%)
E.g. Labour participation, labour income, hours E.g. Formal (informal) employment, contract
worked, employed/unemployed/economically in writing, health insurance, benefits

inactive, type of placement

Impacts (8 countries) Impacts (7 countries)
190 positive (71%) 70 positive (69%)

70 negative (26%) 30 negative (29%)

9 mixed (3%)° 2 mixed (2%)°

Source: Prepared by the authors.

aThe countries are Argentina, Brazil, Chile, Colombia, Dominican Republic, El Salvador (labour supply and insertion only),
Mexico and Peru.

bThe results are classified as mixed if the effects are differentiated by, for example, the time that a given indicator was estimated.

B Table XI.1

Latin America and the Caribbean (8 countries): impact evaluations of labour and productive
inclusion programmes

Indicators that were not

Statistically significant indicators statistically significant

Country Programmes Evaluations Indicators

Indicators . FEffect Indicators —— Effect
+ - +/- + - +/-
Argentina 3 4 121 73 60,3% 47 26 0 48 397% 31 15 2
Brazil 2 5 64 30  46,9% 10 20 0 34 531% 34 0 0
Chile 6 6 103 45  437% 45 0 0 58 56,3% 38 12 8
Colombia 4 7 102 67  657% 47 15 5 35 343% 25 9 1
gg:,“ljg:icca" 1 4 70 33 471% 20 13 0 37 529% 2 9 6
El Salvador 1 1 8 8  100,0% 8 0 0 0 0,0% 0 0 0
Mexico 2 3 43 36  83,7% 33 0 3 7 16,3% 7 0 0
Peri 3 7 134 79 59,0% 50 26 3 55 41,0% M 6 8
Total 22 37 645 3N 575% 260 100 11 274 425% 198 51 25

Source: Prepared by the authors.

Note: +: positive effect; -: negative effect; +/-: mixed effect.



Universal Social Protection in Latin America and the Caribbean

In 32 of the 37 studies that were reviewed, the effects were disaggregated by specific
population groups. This is important because it reveals the heterogeneity of the results in relation
to different aspects of the social inequality matrix (ECLAC, 2016a). The data are disaggregated
by sex (in 19 studies), age (in 16 studies ) and area of residence (in 19 studies, 8 of which concern
urban areas only and 2 of which focus on rural areas). None of the studies disaggregated the data
by ethnicity and/or race, which ECLAC (2016a) has identified as one of the dimensions that has a
strong influence on access to employment.'

The impact evaluations that were based on continuous household survey data (13 evaluations),
census results (1), ad hoc surveys (19) or administrative records (15).'> Different methodologies and
study periods were used. Most of the evaluations are semi-experimental (78%), while the most
commonly used methodologies were propensity score matching and difference in differences.

A summary of the results of the various evaluations indicates that the effects in terms of
indicators of labour inclusion were mostly positive and especially so in the case of women in regard
to labour supply and integration indicators (see figure XI.1) and in the case of men for formalization
indicators (see figure XI.2).

Evaluations of the impact of labour and productive inclusion programmes in Latin America
and the Caribbean may suffer from a series of methodological limitations, however. One of the major
limitations of this sort is underscored by Gonzalez-Velosa, Ripani and Rosas-Shady (2012), who
point out that these studies rarely isolate the impact of each of the different types of interventions
carried out by any given programme and, as was discussed earlier, most of the programmes offer a
combination of interventions. Evaluations of a programme as a whole do not provide the information
that would be needed to determine which component or combination of components is the most
effective, and this is something that decision-makers need to know. These studies do not always
indicate under what circumstances and in what contexts the programmes are most effective either, and
they rarely include calculations of the cost-efficiency ratios.'® McKenzie (2017) also points out some
of the problems associated with impact evaluations of labour and productive inclusion programmes,
such as the fact that the samples are sometimes not very representative and long-term effects are
often not accurately measured. The methodological differences between each evaluation and the
next and the existence of constraints in terms of the availability and quality of the data used in them
also reduce their comparability across countries and across programmes (Urzda and Puentes, 2010).

4 The lack of disaggregation for these variables is not necessarily an omission on the part of the researchers. On the one
hand, in many cases this disaggregation is not present in the programmes’ administrative records and, on the other,
very few household surveys in the region include these variables and, even if they do, the corresponding analysis cannot
always be carried out because of problems with statistical significance. For a discussion of the challenges involved in
terms of the quality and coverage of statistics on the population of African descent, see ECLAC (2017b and 2017c).

5 Some studies used a combination of primary and secondary sources.

16 According to McKenzie (2017), in terms of a cost-benefit analysis, training programme participants would take between
three and four years at least in order for their wages to cover the cost of the programme. However, the cost per
participant of labour intermediation programmes is low (US$ 25 per participant). Therefore, if the programme raises the
probability of obtaining employment by just 2% (the impact of a typical intervention of this type), that is enough to justify
its implementation.
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B Figure XI.1

Latin America and the Caribbean (8 countries): results of the indicators of the impact of
labour and productive inclusion programmes on participants’ labour supply and integration
(Numbers and percentages)

A. Total®

Positive effect

Not significant —
(41%)
(42%)

Mixed effect i
ixe ge ec Negat|v8 effect

(2%) (15%)
B. Women?®

,—— Mixed effect
1
(2%)

Negative effect
9

(14%)

Positive effect

(84%)

C. Men2®

— Mixed effect
3
(9%)

Negatq/g effect
(30%)
Positive effect

(61%)

Source: Prepared by the authors.

aThe results are classified as mixed if the effects are differentiated by, for example, the time that a given indicator was
estimated.

b Only statistically significant results are reported.
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B Figure XI1.2

Latin America and the Caribbean (7 countries): results for indicators of the impact of labour
and productive inclusion programmes on participants’ occupational formalization
(Numbers and percentages)

A. Total®

Not significant
978 ' Positi\% effect

(43%) (39%)

Mixed effect
2
(1%) (17%)

Negative effect
30

B. Women?2®

— Mixed effect
2
(9%)

Negati\ze effect
(18%)

Positive effect
16
(73%)

C. Mena®

Negati\:‘e effect —
(22%)

Positive effect

(78%)

Source: Prepared by the authors.

aThe results are classified as mixed if the effects are differentiated by, for example, the time that a given indicator was
estimated.

b Only statistically significant results are reported.
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These limitations notwithstanding, the results of these evaluations for each sphere of action
are presented below. When the studies have not specified which component is being evaluated
(probably because the evaluation looked at the programme as a whole), the classification is based on
the main focus of the authors’ conclusions or, if information is available, then priority is given to the
component with the largest number of participants. A majority of the evaluations focus on technical
and vocational training interventions, followed by direct job creation (see figure XI.3).

B Figure XI1.3

Latin America (8 countries): impact evaluations of labour and productive inclusion
programmes, by component
(Number and percentage of evaluations)

Support for independent work 1(2.7%)

Indirect job creation 2 (5.4%)

Labour intermediation services 2 (5.4%)

Remedial studies and

school retention 2(5.4%)
Direct job creation 4 (10.8%)
Technical and vocational training 26 (70.3%)

Al studies— 37 (100%)

Source: Prepared by the authors.
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D. Poverty and pension income

In the previous section, the income level of occupied persons was measured as multiples of poverty
lines. This section adopts a similar approach, analysing income received from old-age, disability and
survivor pensions according to three thresholds: below the poverty line, between the equivalent of the
poverty line and two times the poverty line, and higher than two times the poverty line.!” The selection
criteria for the first threshold is the same as that used for occupied persons identifying incomes from
pension that are not enough to keep the beneficiary out of poverty. The second threshold is set for
situations in which pensions are insufficient to keep beneficiaries and one additional person out of
poverty.’® In all cases, the data provided refer to persons 65 years or over.

Based on this premise, in 2016 10% of pensioners received income that was below the
poverty line; 33% received income that was between the equivalent of the poverty line and two
times the poverty line; and 57% reported receiving income that was more than two times the poverty
line. This represented an improvement over 2002, when 22.5% of pensioners —almost one quarter
of the population group— had pensions below the poverty line, 36% received a sum between the
equivalent of the poverty line and two times the poverty line and 41% declared income more than
two times the poverty line (see figure XI.4).

B Figure X1.4

Latin America (15 countries):2 incomes of pensioners aged 65 years or older, as multiples of
the poverty line, 2002, 2008, 2012 and 2016

(percentages)
100
80
60
404
20
I More than 2 times the poverty line
1-2 times the poverty line
Il | ess than 1 times the poverty line

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the Household
Survey Data Bank (BADEHOG).

aWeighted average for the following countries: Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Repubilic,
Ecuador, El Salvador, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, the Plurinational State of Bolivia and Uruguay.

7 Since the aim is to assess the sufficiency of the benefits paid by contributory pension systems, age groups in which
there are no pension recipients have not been included. Likewise, contributory pensions are only considered for those
countries that distinguish them from non-contributory pensions in the survey. For the other countries, it is assumed that
pensions are mainly contributory.

8 This criterion takes into account the income that allows persons who live on their own or couples whose adult children
no longer live in the household to stay out of poverty.
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There has been a trend towards increasing pension benefits in all the countries in the region,
with a few exceptions. Argentina, Chile, the Dominican Republic, Ecuador, El Salvador, Honduras,
Peru and Uruguay recorded declines in the numbers of persons receiving income below the poverty
line, along with an increase in numbers in the other two thresholds. In Brazil and Colombia, the
improvement was reflected in a drop in pensions that are between the poverty line and two times
the poverty line and an increase in pensions that are more than two times the poverty line.'® In the
Plurinational State of Bolivia and Paraguay, the variation was of little significance, while in Mexico
and the Dominican Republic the variation was mixed and in Panama the structure of pension income
shifted towards lower incomes.2? (see figure XI.5)

B Figure X1.5

Latin America (15 countries): variation in incomes of pensioners aged 65 years or older, as
multiples of the poverty line, between 2002 and 20162

(Percentage points)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the Household
Survey Data Bank (BADEHOG,).

aData are for 2002 and 2016, except in the case of Argentina (2003 and 2016), Brazil (2002 and 2015), Chile (2003 and
2015), Ecuador (2001 and 2016), El Salvador (2001 and 2016), Panama (2001 and 2016) and the Plurinational State of Bolivia
(2002 and 2015).

As in the case of labour income, there is a gender bias in terms of the pension benefits
received: there is a greater number of women in the lowest income brackets. However, between
2002 and 2016, the gender gap narrowed slightly, probably because women make up a larger share
of direct beneficiaries of pensions as their participation in the labour market has soared in the last
few decades. As a result, in the period under review and for the income brackets considered, the
shift of the structure of pension income towards higher incomes was more pronounced for women
than for men (see figures XI.6 and XI1.7).

19 The case of Brazil is unusual in that there is a minimum value for pensions that is equivalent to the minimum wage. In
addition, the minimum wage increased significantly in real terms during the period under review.

20 Eight countries of the region have detailed information on non-contributory pensions. When considered together with
contributory pensions, there are two effects: one the one hand, there is a spike in coverage; on the other, the structure of
pension income shifts towards lower incomes, particularly in groups whose income is below the poverty line or between
the poverty line and two times the poverty line, depending on the country.



Universal Social Protection in Latin America and the Caribbean

B Figure XI1.6

Latin America (16 countries):? income levels of pensioners aged 65 years or older, as
multiples of the poverty line, by sex, 2002, 2008, 2012 and 2016

(percentajes)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the Household
Survey Data Bank (BADEHOG).

aWeighted average for the following countries: Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Repubilic,
Ecuador, El Salvador, Guatemala, Honduras, Mexico, Panama, Paraguay, Peru, the Plurinational State of Bolivia and Uruguay.

B Figure XI1.7

Latin America (16 countries):? variation in incomes of pensioners aged 65 years or older, as
multiples of the poverty line, between 2002 and 2016*
(Percentage points)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the Household
Survey Data Bank (BADEHOG).

aWeighted average for the following countries: Argentina, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic,
Ecuador, ElSalvador, Guatemala, Honduras, Mexico, Panama, Paraguay, Peru, the Plurinational State of Bolivia and Uruguay.

b Data are for 2002 and 2016, except in the case of Argentina (2003 and 2016), Brazil (2002 and 2015), Chile (2003 and
2015), Ecuador (2001 and 2016), El Salvador (2001 and 2016), Guatemala (2000 and 2014), Panama (2001 and 2016) and the
Plurinational State of Bolivia (2002 and 2015).
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The receipt of pension income below certain thresholds has an impact on the well-being of
recipients and their households. While pensions are not the only source of income of persons aged
65 or over, the incidence of poverty and extreme poverty in this age group is measured by the level of
their pension income against poverty lines. Figure XI.8 shows that in 2016, the incidence of poverty of
persons aged 65 or over receiving pension benefits below the poverty line was 29.9%. For pensioners
whose benefits were between the equivalent of the poverty line and two times the poverty line, the
incidence of poverty was 8.4%; for those whose pensions were more than two times the poverty
line, the incidence was just above 1%. As in the case of occupied persons, pensioner poverty is the
product of the make-up of the household and the income each member of the household receives
from different sources. Between 2002 and 2016, there was a marked improvement, in particular
among pensioners receiving income between the equivalent of the poverty line and two times the
poverty line: the incidence of poverty in this group fell by more than 12 percentage points in 12 years.

B Figure XI1.8

Latin America (15 countries):? incidence of poverty among pensioners aged 65 or older, as
multiples of the poverty line, based on their pension income, 2002 and 2016°
(percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of data from the Household
Survey Data Bank (BADEHOG).

a2 Weighted average for the following countries: Argentina, Brazil, Chile, Colombia, the Dominican Republic, Ecuador, El

Salvador, Guatemala, Honduras, Mexico, Panama, Paraguay, Peru, the Plurinational State of Bolivia and Uruguay. b The
data refer to 2016, except for Brazil (2105), Chile (2015) and the Plurinational State of Bolivia (2015).
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Introduction

In addition to structural challenges, Latin America and the Caribbean also face a series of
emerging critical obstacles that hinder the achievement of inclusive social development. These
obstacles, which include the accelerated population ageing process, the technological revolution,
rising intraregional migration and natural disasters, must be taken into account when designing,
implementing and reforming social protection policies and programmes.

Chapter XlI briefly explores four emerging critical obstacles that pose major challenges for
social protection systems: ageing, the technological revolution, migration' and disasters.

1 For further analysis of the topic of migration, see issue No. 7 of this digital collection, L. Reboiras (comp.) “Migracién
y desarrollo sostenible: la centralidad de los derechos humanos. Textos seleccionados 2008-2019”, Select pages of
ECLAC (LC/M.2019/4), Santiago, Economic Commission for Latin America and the Caribbean (ECLAC), October 2019.
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A. The ageing of the region’s population

Demographic change implies quantitative and qualitative shifts in the organization of societies, and
it must be taken into account in planning social security and social protection policies (ECLAC,
2016a). In particular, demographic transitions accentuate the urgency of questions arising from
the current situation of the equation of State, market and family and highlight the need for a strong
public response to address old and new requirements arising from changes in the population’s age
distribution (ECLAC, 2011a).

The steady ageing of the population manifests itself in increased numbers of older persons
and a decrease in the proportion of children in the population. In the region, people aged 60 or over
will for the first time outnumber children and adolescents under the age of 15 sometime around 2036,
and their numbers will continue to rise until 2080 (United Nations, 2017) (see figure XIl.1). The region
has gone from a young population structure in 1950 to a population that is currently ageing and will
continue to do so rapidly over the coming decades.

B Figure XII.1

Latin America and the Caribbean: population by broad age groups, 1950-2100
(Millions)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of United Nations, “World
Population Prospects: The 2017 Revision”, 2017 [online] https://esa.un.org/unpd/wpp/.

This drop in the child population implies a certain decline in the demand for education, care
and health services for mothers and children in some of the region’s countries, because there is a
large contingent of potentially active-age people (15 to 59 years), while older adults (76 million in
2017) still account for a relatively moderate share of the total population. In 2060, that number will
have tripled and, by the end of the twenty-first century, will have risen to 266 million. The context
therefore demands a more proactive and engaged State, to prevent the repercussions of rapid
population ageing on social protection systems and, particularly, on pension systems.

Since 1970, the proportion of children and adolescents under the age of 15 in the population
has been shrinking: their numbers fell from 40% of the total population in 1950 to approximately
25% in 2017, and the figure is expected to decrease to 19% in 2040 and to drop below 15% by 2100.
In absolute terms, the under-15 age group peaked in 2000 (at 169 million) and has been declining
since then. At the same time, changes in the share of the population aged 15 to 59 are increasingly
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important because this is, in theory, the working-age group. In 1950, members of that age group
accounted for about 54% of the region’s total population, and that share increased steadily to reach
a peak of 63% in 2017, after which it will begin a gradual decline.! It is estimated that people between
the ages of 15 and 59 will account for 60% of the region’s population in 2040 and that, by 2100, the
figure will have dropped to 49%. In absolute terms, the number of working-age young people and
adults will peak at 457 million in 2040, after which it will begin to shrink. The result of this is a rise in
the relative share of people aged 60 and over: from just 5.6% of the region’s total population in 1950
to 12% per cent in 2017, with forecasts indicating they will account for 21% of the population in 2040
and almost 37% in 2100, with a peak in absolute numbers of 269 million in 2090.

It is estimated that between 2015 and 2040, the region’s population aged over 60 will increase
by almost 87 million people, while the numbers of those aged 20 to 59 will rise by nearly 63 million.
In contrast, those aged under 20 will number 26 million fewer in 2040 than in 2015 (see figure XII.2).
In relative terms, older persons will report exceptionally high growth rates. The population aged over
60 in Latin America and the Caribbean is expected to grow by 3.4% per annum between 2015 and
2040: a much faster rate of growth than the 0.5% annual expansion forecast for those aged 20 to 59,
while those aged under 20 will decrease by 0.5% a year.

B Figure XII.2

Latin America and the Caribbean: variations in the population by different age groups
between 2015 and 2040
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of United Nations, “World
Population Prospects: The 2017 Revision”, 2017 [online] https://esa.un.org/unpd/wpp/.

1 A demographic dividend is said to occur at times when the proportion of the population of potentially active age is on
the rise.
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B. The technological revolution and the future of work

he world of work is undergoing profound changes related not only to the next stage of the technological
revolution —exponential growth of digitization, robotization and industrial application of new information
and communication technologies, and artificial intelligence— but also to the increased complexity
of global value chains, new challenges and opportunities arising from the need to the shift towards
a low-carbon (environmentally sustainable) economy and demographic trends. These changes have
implications for many of the issues discussed in this chapter and throughout this document, such
as labour inclusion, education systems, technical and vocational training, labour and productive
inclusion programmes and social protection systems.

The issue of the impact of new technologies and new processes of organization of production
on employment, labour market stakeholders and labour institutions is not a new one in Latin
America. Since the end of the 1980s, the crises of Taylorism and Fordism and the influx of new
microelectronic technologies have given rise to of a plethora of studies, research and discussions on
the repercussions of these processes on the world of work. One optimistic view saw Post-Fordism
and flexible specialization as an opportunity for the emergence of new, high-skilled jobs and the
elimination of repetitive, low-skilled forms of employment (Piore and Sabel, 1984; Coriat, 1993). Other
studies, however, drew attention to the limited nature of such opportunities and to the emergence
or strengthening of new forms of segmentation, insecurity and intensification of work that tended
to occur among workers, both in companies that were becoming modernized and along production
chains (Castillo, 1994; Novick and Gallart, 1997; de la Garza, 2000). They also pointed out that these
processes were strongly marked by the gender dimension and other forms of inequality that are
characteristic of labour markets in Latin American countries (Abreu and Sorj, 1994; Abramo, 1997).

This was also a time when the march of globalization was stepping up the pressure on
Latin American economies and businesses to adapt to new patterns of competitiveness on an
international scale. In many cases, this has meant that efforts are geared more towards reducing
production costs, including labour costs, by cutting down on the workforce or relaxing labour rights
and contracts (downward adjustment) than towards diversification, productivity and innovation
indicative of upward adjustment (Tokman and Martinez, 1997). The perspective of an inevitable
decline or gradual disappearance of formal, protected and regulated employment and a weakening
of trade union action —caused by the advance of new microelectronic technologies that led to
structural unemployment and globalization (Abramo, 2015)— is gaining traction in the discussion
on the future of the work. Labour market developments in Latin America since the turn of the new
century indicate that these trends were not inevitable and were largely the result of development
strategies defined at the country level. Between 2002 and 2014, the region saw positive evolution
in labour market indicators, including reduced unemployment, increased formalization and higher
labour incomes (ECLAC, 2015).

In recent years, in developed countries the debate about the future of work has been dominated
by the emergence of a new wave of technological change —the fourth industrial and technological
revolution (ECLAC, 2016b) characterized, inter alia, by an exponential increase in the pace of change,
the diversification of the fields of application, and rapidly falling costs of automation. It is argued that
these processes will lead to the disappearance of a significant number of jobs, especially the most
routine and low-skilled ones which can be easily performed by computers or robots (Acemoglu and
Autor, 2011; Rodriguez, 2017). However, there are substantial discrepancies in the estimations of the
impact of technological change on employment. A study by the McKinsey Global Institute stated that
44% of the companies that had reduced their workforce since the 2008 did so by automating tasks
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(MG, 2011). Looking forward, the World Economic Forum estimates that 65% of children entering
primary schools today will ultimately work in new job types and functions that currently do not yet
exist (WEF, 2016). In the same vein, Frey and Osborne (2013) estimate that 47% of total employment
in the United States is at high risk of being automated within the next decade or two. These changes
are projected to affect primarily low- and middle-skill jobs in administration, sales, and financial
operations, which tend to have higher proportions of women (ManpowerGroup, 2017). However,
when the estimates are based on tasks that would undergo changes but would not necessarily
imply job losses, the results are less alarming. Similarly, Arntz, Gregory and Zierahn (2106) calculate
that across the OECD countries, 9% of jobs are at high risk of being automated, while Manyika and
others (2017) find that, globally, less than 5% of occupations can be fully automated. According to
a study conducted by OECD, ECLAC and the Development Bank of Latin America (CAF) based on
data from the World Economic Forum and the International Labour Organization, projections for Latin
America point to the net destruction of 3.38 million jobs by 2030 (OECD/ECLAC/CAF, 2016). This
would represent between 1% and 2% of total employment, with losses concentrated in manufacturing
(production and support functions) and construction. The creation of new jobs in the sectors of trade
and, to a lesser extent, transport, will not offset the losses in other branches of activity. Continuing
the focus on activity types, Manyika and others (2017) estimate that in eight Latin American countries,
between 45% and 51% of activities can be automated. Following Manyika and others (2017), Weller
(2017) estimates that, considering employment in medium- and high-productivity sectors only,
approximately 8 million jobs would be lost in Latin America.

However, the impact of technological change on the world of work in Latin America, either at
present or in the past, is not pre-determined. It is likely that in terms of job creation and destruction,
the results will not be homogenous. Novick (2017), Weller (2017) and Salazar (2017) all present nuanced
assessments that move away from the viewpoints characterised by a form of technological determinism
that warns of massive job losses and those of a perfect market in which supply and demand offset
the creation and destruction of jobs. The scenario is uncertain and the net result will depend on
macroeconomic dynamics and the ways in which work is organized, as well as a number of political
and institutional factors, including State and public institution action, existing labour regulations,
trade union organization and the ability to create spaces for collective bargaining and social dialogue
between stakeholders in the world of work (governments, the private sector and trade unions). From
this perspective, the State must actively promote and channel these changes in at least three ways
other than through industrial and technology policy. First, it must promote adequate labour regulation
and spaces for engaging in dialogue and establishing agreements on the processes of change in
the world of work, strengthen instruments such as collective bargaining and the minimum wage, and
protect freedom of association. Second, it must encourage more equal distribution of the benefits
of technological upgrading and the potential applications of new technologies in the fields of health
and education (see box II.1, on the role of these technologies in health). Third, it must strengthen and
improve the quality of universal social protection systems that protect workers and their families and
the general population during the transition process. In this context, as set out in chapters Il and IV,
technical and vocational education and training are increasingly important in responding to the new
characteristics of jobs and the new qualification requirements that come with technological change.

In industrialized countries, one of the greatest concerns today relates to the expansion of
atypical (non-standard) employment, a concept that includes various modalities whose common
denominator is that they break from the employment that has characterized these economies for
decades: permanent, full-time work in a dependent relationship with a clearly identified employer (ILO,
2016a; Novick 2017) and more social protection. These new forms of work, which are often associated
with increased precariousness, would translate into new labour relations and new challenges to
existing institutional structures. In this context, the question of the introduction of universal basic
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income as a measure to complement and strengthen social protection systems that are insufficient
to cope with the new dynamics of the world of work is being given increasing prominence.

In Latin America, the risk of job insecurity and vulnerability associated with these new forms
of work that are accompanying technological change appear to be even higher, owing to the high
rates of informality and structural inequalities that still characterize their labour markets. In this regard,
Weller (2017) emphasizes that for Latin America, the main consequence of the potential losses of
medium- and high-productivity jobs in the formal sector could be increasing informality, rather than
a rise in unemployment. However, like in the more advanced countries, new technologies would
also increase the diversity and variety of contract and labour relations, which would create new
institutional challenges. For example, automation is expected to weaken trade union organization,
collective bargaining and the right to strike. As a result, the social protection systems in the region
would be affected both by weakened collective bargaining and by an increasing fragility of formal
employment which, up to now, has been the main point of access to social protection (Novick, 2017).

To understand the potential changes in employment, at least three additional factors must be
taken into account: demographic changes, the increasing international fragmentation of production
processes marked by global value chains (Scarpetta, 2016)32 and the challenges and opportunities
created by the transition to low-carbon (environmentally sustainable) economies.




ECLAC, Economic Commission for Latin America and the Caribbean

P a rt I" ECLAC (2018), Towards a regional agenda for inclusive social development: bases and

initial proposal; C, pp. 40-41.

C. The new dynamics of migration and the challenges
they pose

In recent years, migration has established itself as a shared, but very heterogeneous, issue in all
countries in the region. Public policies, in general, and social protection in particular, have started to
mobilize and adapt, but still have a long way to go, while new global pressures, starting with current
United States migration policy towards Latin America and the Caribbean, have lent added urgency
to the issue. Lastly, the region also sees migration flows caused by natural and climatic phenomena
that are hard to foresee, as well as other caused by economic and public safety crises and instability
in countries within the region, all of which require responses that are not easy to muster immediately.

Regional migration trends continue to show a predominance of emigration over immigration
(Martinez Pizarro and Orrego Rivera, 2016); that is, in net terms for the region as a whole (not for
specific countries), cumulative immigration in the region continues to be less widespread than
emigration. Thus, based on data from the 2010 round of censuses, the share of the immigrant
population compared to the native-born population averaged 1.3% in the region, a figure that was
fairly similar for the various subregions of Latin America and the Caribbean, ranging from 0.9% in
South America to 1.1% in Central America and 2.8% in the Caribbean. Emigration accounted on
average for 4% of the total regional population, with marked differences from one subregion to
another, with the Caribbean and Central America standing out as having the highest share of emigrants
compared to the native-born population (11.1% and 10.2% respectively), whereas the figure for South
America was 1.6% (Martinez Pizarro, Cano and Soffia, 2014). The same census round also shows a
structural change in immigration, from mostly extraregional (especially from Europe) to intraregional.
New and more active migration corridors have developed towards Argentina, Belize, Brazil, Chile,
Costa Rica, the Dominican Republic, Panama and Trinidad and Tobago (ILO, 2016). Thus, census
information from 2010 for 10 countries shows that intraregional immigrants account for 63% of total
immigration or nearly 3.7 million people (Maldonado, Martinez and Martinez, 2018). These changes
in migration patterns are very important since they pose major challenges for achieving inclusive
social development, above all in contexts where there is significant irregular migration as well as
frequent cases of trafficking and smuggling of persons and labour exploitation of migrants in both
regular and irregular situations. Another challenge has to do with the social inclusion of dependants
(and, in general, of family members) of persons who migrate (mostly) for work-related reasons, with
a view to guaranteeing rights and making the most of the contributions and dynamism they can
generate in host countries.

The panorama of migration in the region has thus become more diverse and complex.
Of particular importance from the point of view of policymaking (especially social policies) is the
transnationality of the phenomenon and the existence of people at different stages of the migratory
cycle: origin, transit, destination and, possibly, return. Each stage brings specific risks associated
with migration (and within each stage, risks associated with the stage of life of migrants themselves).
In the country of origin and in the transit process, those risks include some related to the security of
migrants and their ability to embark on a safe migration plan. In the transit phase and in the country
of destination, there are risks associated with irregular migratory status and being exposed to worse
labour conditions and exploitation, as well as the risks of becoming a victim of child labour or human
trafficking. In the country of destination, too, there is a risk of exclusion from networks or even from
basic health, education and food services. This is in addition to the challenges relating to disconnection
from —and the possible loss of— any social protection benefits available in the country of origin. In
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cases in which migrants return, a new challenge is posed for social inclusion and reconnection with
social protection in the country of origin, as well as the risk of losing rights, benefits and entitlements
accumulated in the country to which the migrant initially emigrated.

Irrespective of the heterogeneity of migration patterns in the region, all countries in Latin
America and the Caribbean face inclusive social development challenges relating to one or more
of these stages in the migration cycle, depending on their particular circumstances in relation to
migration. That is why it is essential to devise a comprehensive framework taking into consideration the
existing gaps and most relevant social protection instruments at each stage in order to begin to cater
systematically to this group, which has hitherto been afforded little priority by public administrations
(Maldonado, Martinez and Martinez, 2018). At the same time, in this new context, coordination of
objectives, equivalence of the standards set and policy agreements among countries all become key
factors for progressing towards a regional model of inclusive social development, so as to ensure
that no one is left behind and to make the portability and effective enjoyment of human rights in
general a reality, especially as regards social security.
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D. Disasters

Bl Box XIl.1
Disasters and intersection of public policies

The occurrence and social impact of disasters and environmental degradation, particularly relating to pollution and
extreme weather events, is a key link between different policy domains. At present, disasters are a combination
of natural phenomena and conditions of physical, social, economic and environmental vulnerability of persons and
human settlements. Therefore, they are not so much physical phenomena as social ones whose ill effects could be
prevented and mitigated (ECLAC, 2014a). Their impact and the capacity for recovery in their wake tend to be uneven,
and are strongly influenced by factors such as gender, age, disability and territory. Disasters also have socioeconomic
consequences that go beyond immediate effects: assets and savings that have been accumulated over the years —such
as housing— may be destroyed in minutes by a flood or an earthquake (Hallegatte and others, 2017). Disasters can
also destroy income-generating productive assets, such as stocks and reserves of commercial goods, agricultural
assets (such as livestock), work materials, workshops and means of transportation. Unemployment and loss of income
owing to a disaster can have a significant impact on the well-being of people or families in the short term (including
in terms of survival), resilience and life prospects. Communities or people living in poverty are particularly vulnerable
to disasters and suffer disproportionately and increasingly from their effects.

The greater frequency of disasters in Latin America and the Caribbean means that it is increasingly essential
to develop strategies with a view to reducing the population’s exposure to these events, including mitigation plans,
as well as economic and social measures that allow people, families and communities to recover from the loss of
physical and productive assets and to restore their well-being. In this respect, within the areas of humanitarian aid
and development, there is increasing recognition of the potential links between social protection, disaster management
and climate change adaptation (Beazley, Solérzano and Sossouvi, 2016).

By guaranteeing a basic income and access to promotion and social services (health, education and housing,
for example), social protection strengthens responsiveness (Cecchini and Martinez, 2011) and reduces vulnerability.
Thus, it is a crucial factor in preparing for disasters before, during and after these events. In the same vein, social
protection can help people to cope with the negative effects of climate-related shocks and loss of livelihoods, through
regular and reliable cash transfers (Ulrichs and Slater, 2016).

With a view to helping build resilience, public policies must strengthen all processes and mechanisms
that develop or improve the following: institutional capacity, prioritization of disaster-risk reduction at the different
levels of government (local, subnational and national); knowledge of risks through the identification, evaluation and
monitoring of disaster risks and the improvement of early warning systems; public understanding and awareness,
use of knowledge and encouragement of a risk-management culture; risk prevention and mitigation through territorial
planning, environmental, social and economic measures, and preparation for events giving rise to damage, ensuring
an effective response at all levels (UNICEF/RET International, 2013).

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of ECLAC, Handbook for
Disaster Assessment (LC/L.3691), Santiago, 2014; S. Hallegatte and others, Unbreakable: Building the Resilience of the
Poor in the Face of Natural Disasters, Washington, D.C., World Bank, 2017; R. Beazley, A. Solérzano and K. Sossouvi,
Study on Shock-Responsive Social Protection in Latin America and the Caribbean: theoretical framework and literature
review, Oxford, Oxford Policy Management (OPM), 2016; S. Cecchini and R. Martinez, Inclusive Social Protection in
Latin America: A comprehensive, rights-based approach, ECLAC Books, No. 111 (LC/G.2488-P), Santiago, Economic
Commission for Latin America and the Caribbean (ECLAC), 2011; M. Ulrichs and R. Slater, “How can social protection
build resilience? Insights from Ethiopia, Kenya and Uganda”, BRACED Working Paper, London, Overseas Development
Institute (ODI), 2016; United Nations Children’s Fund/RET International (UNICEF/RET International), Actions for children
and youth resilience. Guide for governments, Panama, 2013.
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Introduction

Over the years, in addition to its studies and analyses of social protection in the region, ECLAC
has put forward social protection public policy proposals. During the period covered by this
document, these proposals have been presented to the countries at the ECLAC sessions and
at the most recent session of the Regional Conference on Social Development in Latin America
and the Caribbean. All of the proposals have sought to make rights a reality, establish universal
coverage and strengthen the welfare state.

Chapter XllI calls for social protection and care systems to be strengthened, proposes a
shift towards a system of redistributive monetary transfers for citizens and examines the basic
income option.
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A. Strengthening social protection and care systems

To facilitate the transition to occupations, production activities and sectors that respond to progressive
and environmentally sustainable structural change requires defending historically acquired labour
rights and forging new rights that allow access to a minimum level of security and well-being that
is independent of labour market participation. This means enhancing the connection between
contributory social protection, based on formal employment, and non-contributory social protection.
Adequate mechanisms and institutions are needed, including the provision of basic and universal
welfare levels and access to quality services; insurance against unemployment and loss of income;
access to contributory pensions; minimum wage policies; effective rights to trade union organization
and collective bargaining, and forums for negotiation and social dialogue between the public sector
and stakeholders in the world of work (employers and trade unions) (ECLAC, 2017b).

Another area of action is the creation or strengthening of a care system which, from a
rights standpoint, requires a new social reproduction rationale that supports due provision of public
goods and services in order to spotlight and redistribute the unpaid day-to-day work shouldered by
women. There is a particularly urgent need for a care system to provide children and older persons,
as well as the chronically ill and persons with disabilities, with better living environments, greater
possibilities for development and access to higher levels of well-being; to defeminize and share out
social reproduction tasks to free up women’s time and enable them to access the labour market and
pursue life plans; and to transform gender roles and achieve a more equitable distribution of care
work between men and women in the home.

The care pillar is not only about making up for shortcomings and meeting urgent needs; it
also includes the aim of developing people’s abilities and allowing them to enjoy a decent life. This
contributes to closing the economic participation gap between men and women and to overcoming
the sexual division of labour that results in most care work falling to women.
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B. Universal and comprehensive social protection systems

Lines of action

(i) Strengthen comprehensive and universal social protection systems that, in their design
and operation, and in the design and operation of their policies and intervention
models, mainstream the rights-based, gender, ethnic and racial, life-cycle, territorial
and disability approaches.

(i) Establish inter-institutional work mechanisms involving the various social, labour and
economic bodies, which will serve to agree upon the scope of the social protection
system, structure roles and coordinate joint implementation models, at the central
and decentralized levels, in order to implement the system’s various components and
instruments. In addition, strengthen the links between social protection policies and
social and productive inclusion policies, in order to guarantee mechanisms for sustained
reductions in poverty and inequality.

(iii) Advance in consolidating the guarantee of a basic level of income for all, prioritizing
those living in poverty and extreme poverty, considering appropriate coverage and
amounts of income transfers, including non-contributory pensions for older persons
and persons with disabilities, in conjunction with social security entitlements, and
entitlements and transfers aimed at children and their families. Assess the desirability and
feasibility of gradually and progressively incorporating a universal transfer for children
and a citizen’s basic income as active policies of social protection systems, given their
contribution to eradicating poverty, reducing inequality and promoting inclusion in the
face of emerging risks.

(iv) Move towards ever greater interlinkage between the components of social protection
systems. Promote coordination with social security institutions to broaden their coverage,
the adequacy of their entitlements and their sustainability, eliminating any discriminatory
mechanisms that may persist in the design of their instruments, while drawing attention
to the specific challenges faced by informal workers, unpaid caregivers, women, older
persons, indigenous peoples, populations of African descent, persons with disabilities,
the rural population and migrants.

(v) Strengthen the guarantee of access to education, health and housing to enable the
population to exercise rights, promoting linkages between sectoral policies and social
protection, and seeking to increase coverage of these sectors, with a focus on the
population most affected by poverty and social exclusion.

(vi) Incorporate care into social protection systems, interlinking care instruments with the
other components, from a perspective of gender equality, rights, and the promotion of
joint responsibility, advancing towards universalization of care. This entails ensuring the
accessibility of care policies, combining time, resources, services and regulations for
dependent persons, including children, older persons and persons with disabilities, as
well as caregivers of such dependants, paying special attention to the circumstances
of young people who are not attending school and are excluded from the labour market
owing to caregiving duties.

(vii) Define a set of instruments appropriate to the social protection needs of the population
that, having emerged from poverty, is socioeconomically vulnerable and highly exposed
to areturn to poverty, guaranteeing protection of theirincome and access to mechanisms
for social and labour inclusion. In addition, expand provision of entitlements to middle-
income sectors, in line with the goal of universal social protection.
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(viii) Incorporate into the design of social protection policies the principle of active search
for eligible participants in order to reach all those living in poverty and vulnerability, with
integrated social information systems to assist in identifying the requirements of the
various populations, facilitating their access to social protection and closing existing
gaps in coverage.

(ix) Consider the specific social protection challenges of informal workers, taking into account
existing forms of informality and new forms that have arisen as a result of changes in the
world of work, as well as the challenges related to the transition to an environmentally
sustainable economy, promoting strategies for formalization of such workers and expansion
of their access to social security.

(x) Ensure that the entitlements included in social protection systems have a child-sensitive
perspective, taking into account the specific risks affecting children, strengthening their
access to services aimed at building their capacities, family entitlements and care. In
particular, contribute to the consolidation of comprehensive early childhood care systems
through programmes that link social protection, health, nutrition, early education and care
actions, promoting the required intersectoral coordination.

(xi) Contribute to social protection initiatives for the prevention and eradication of child labour,
strengthening existing actions by ministries of social development and equivalent entities,
as well as enhancing coordination with other bodies in this area, such as ministries of
labour, education, trade unions, civil society organizations and the private sector.

(xii) Increase awareness of the specific social protection needs of populations in rural areas,
promoting initiatives aimed at overcoming gaps in access to entitlements, encompassing
food security and considering linkages with local development strategies and strategies
linked to the transition to environmentally sustainable economies.

(xiii) Incorporate into social protection systems the challenges arising from the emerging risks
affecting the region, including the impacts of climate change, the technological revolution
in the world of work and in other spheres of society, violence and migration, designing
instruments that are relevant to national and subregional realities.

(xiv)Guarantee access to social protection for migrants at all stages of the migration cycle,
taking into account the growing demand that migration flows place on related policies,
and paying special attention to the circumstances of migrant children. Contribute to
the construction and strengthening of agreements on the portability of social security
entitlements. Also, treat social protection as one of the fundamental policies for addressing
the root causes of migration in places of origin.

(xv) Contribute to increasing the response capacity of public institutions and the resilience
of populations affected by humanitarian crises and disasters, especially those living
in poverty, also taking into account the heightened vulnerability and limited response
capacity of children, women, older persons and persons with disabilities to adverse
effects during and after crises.
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C. Towards a redistributive system of monetary transfers:
when ethical and pragmatic concerns coincide

To a large extent, it is the structure of deep inequality and low average productivity that explains
why a large proportion of the population still lacks an adequate minimum income in most of the
region’s countries. Individual and household incomes are insufficient for three essential reasons:
unemployment, low wages, and inactivity (not by choice but owing to a number of obstacles). This
situation must be addressed in a humber of ways, including the direct redistribution of income
through non-contributory systems.

Two arguments have been raised against such redistribution. The first is that countries lack the
fiscal capacity for it. Yet to varying degrees the countries of the region do have fiscal room for assuming
this redistributive role. The range of transfers, their amount and their progressivity will depend on a
combination of factors that in each country determine the well-being gap. In any case, the evidence
presented below suggests that in much of the region the problem is not technical but political.

The second argument has to do with the right incentives, inasmuch as the receipt of non-
labour income is said to undermine people’s willingness to join the labour market. This argument is
mistaken on several grounds. In the first place, the transfer amounts proposed barely reach minimum
consumption thresholds and, in many cases, are insufficient to bring households across the poverty
line. In the second place, the experience of recent years shows that the expansion of non-contributory
mechanisms in the region has been accompanied by rising participation rates among beneficiaries.
Third, in a region where the income of over a third of the population cannot lift those households out of
poverty, it can hardly be argued that the lack of insurance against vulnerability is a matter of incentives.

There are also some good reasons to defend a basic system of guaranteed partial income.
The first reason, as discussed above, has to do with respecting equal social rights among citizens.
Poor and vulnerable households facing exogenous shocks or personal life changes will become
decapitalized beyond the “shock effect” precisely because there are no guaranteed minimums or
instruments that would at least smooth out income flow troughs in the face of adversity. It is just
as necessary in practical terms, and even more imperative from an ethical point of view, to avoid
the collapse of the household economies that represent a large proportion of the Latin American
population and production base as it is to avoid the collapse of the financial systems (by subsidizing
their inefficiencies). Then too, the region has few automatic stabilizers for dealing with crisis and
turmoil. In this respect, basic guaranteed income systems constitute mechanisms for sustaining
domestic demand in adverse situations. Lastly, the proposals made here and their choice of target
population are designed to reduce the amount of time households with young children spend in
poverty, thereby promoting the development of human capacities in a region in full demographic
transition, in which the outlook for future growth depends on strong boosts to labour productivity.

It is not the intention here to propose subsidies to encourage people to leave the labour market.
On the contrary, basic guaranteed incomes are a mechanism that will promote people’s participation
in the labour market, now and in the future. With a sound understanding of the circumstances that
incline people towards work, Governments can make proper use of the incentives and thresholds
that sustain that activity and predisposition over time. This section therefore presents a series of
estimates of the costs to Governments of assuming its crucial role in social protection (see box VI.4),
including a non-contributory system of income guarantees and redistribution.
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These estimates give an idea of the fiscal effort required for these transfers; naturally, that
effort will vary in accordance with the width of the well-being gap in each country, as discussed
earlier. It cannot be expected that the fiscal resources to set up this array of transfers will become
available overnight, or at the same rate in different countries, or that public institutions will have the
capacity to use the resources in the most efficient and effective way from the beginning. But it is
clear that the fiscal effort to work towards meeting the challenges of providing well-being and social
advancement will require tax reforms, dynamic growth and various alternatives for filling the coffers
for government policy.
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D. Basic income: an option?

In developed and developing countries alike, the introduction of a basic income —to complement
and strengthen social protection systems— is increasingly being discussed as a way of addressing
persistent poverty and inequality and the uncertain impact of technological change processes.
The basic income is a regular, unconditional universal payment that the State pays to the country’s
inhabitants to enable them to meet their basic needs. While it may be thought of as a recent policy
option, the concept of basic income is not new: it was debated in the United Kingdom in the early
nineteenth century and in the United States in the 1960s and 1970s; and it has already been applied
as a pilot experience in some countries (Van Parijs and Vanderborght, 2017). What is new, however,
is the extent of the debate on this idea, especially since the global crisis of 2008-2009. ECLAC
has begun a process of analysis and reflection on basic income, in relation to proposals on the
characteristics and pillars of the new rights-based social regime or welfare States required by the
unfolding demographic, labour market, technological and production changes.

By freeing people from the most serious consequences of material dependency, a basic
income could lead to a rearrangement of social hierarchies, increase the bargaining power of women,
young people and other groups in situations of discrimination and subordination, and open up spaces
of greater autonomy and freedom for all people.

It is particularly important for young people, who experience high rates of joblessness or
precarious employment amid increasing disconnect between education, employment and income, to
have a basic economic security floor enabling them to pursue their life plans. Moreover, as indicated
at the second meeting of the Regional Conference on Social Development in Latin America and the
Caribbean, a basic income would be an important tool for developing women’s economic autonomy.
It would increase workers’ bargaining power, since they would no longer be forced to accept any job,
pay level or hiring conditions. In other words, a basic income can serve as a tool not only to eradicate
poverty and reduce inequality, provide economic security and act as an automatic stabilizer, but also
to trigger processes of social emancipation and expansion of freedoms.

Basic income is conceptualized on the basis of diverse and sometimes conflicting notions of
the principles that should govern society and the role of the State and the market (ECLAC, 2017b).
In some cases, it is considered a tool that could monetize benefits and social services and reduce
the burden and scope of welfare regimes. The repercussions of basic income on wage negotiations
are also a topic of discussion. While there is concern about the risk of instituting a type of subsidy
to capital, since part of workers’ income would no longer depend on their wages, the opposite point
is also made: a basic income would increase workers’ bargaining power, particularly in the case of
women and sectors with lower pay or in which organized labour is weaker.

Far from being a way to dismantle the welfare State, a basic income is in fact exactly the
opposite: it represents an expansion and accrual of rights, not the replacement of social conquests
and benefits. In other words, it is a new and additional pillar of the welfare State, which does not
replace the services and benefits to which people are already entitled. It is from this perspective that
ECLAC explores the relevance and viability of this proposal.

In Latin America and the Caribbean, the debate on basic income stems from the relatively
recent expansion of non-contributory social protection.! In particular, from the rights standpoint,

1 Some modalities of monetary transfers are related to the philosophical foundations of guaranteed basic income
(individuality, universality, unconditionality), such as the citizen pension for older persons in Mexico City and, to a large
extent, the Pension for Older Adults programme in Mexico, the Renta Dignidad programme in the Plurinational State of
Bolivia, and the Universal Child Allowance in Argentina.
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the implementation of basic income would represent an evolution of the conditional and targeted
cash transfers applied in the past 20 years, which, over time, have legitimized cash transfers and
the possibility —or, in some cases, the right— of accessing income through a different route than
that of asset ownership or employment.

In the countries of the region, a guaranteed universal basic income could only be implemented
gradually, progressively and with a long-term perspective. The possible modalities for implementing
such an income are highly varied (by age group, by territory, by income level) and would depend
on the conditions prevailing in each country; but it is not impossible and it could become a tool to
achieve the Sustainable Development Goal of ending poverty.

Extending a basic income guarantee would require a tax system capable of making it possible.
Unlike conditional cash transfers, which involve modest resources in GDP terms —both because of
both their focus and their small amounts® — a guaranteed basic income would represent a major
mobilization of resources. This is not unattainable for the region’s development level, but it does
require taxation with much greater receipts, progressiveness and redistributive capacity.

Given the varying economic and demographic situations of the region’s countries, following
analysis of the costs and benefits of universalizing government-funded non-contributory cash transfers
to older persons and families with dependent children,® Filgueira and Espindola (2015) conclude no
single benefits model can be proposed for all countries. Each one would have to have the discussion
and adopt strategies to expand basic income guarantees according to its fiscal capacities, social
needs and economic possibilities.

Beyond income differences, unequal ownership of physical and financial assets is a structural
condition that deepens and perpetuates inequality, since it is more lasting, intense and rigid than the
inequalities that originate in labour markets. It is therefore worth considering the proposal that the
new welfare regimes should be based on a more equitable distribution of asset ownership, which
can be achieved by strengthening public ownership, the commons, and policies to promote access
to asset ownership by the lower-income sectors.

Policies aimed at improving asset distribution seek to strengthen social and solidarity-based
economies. Associativity, cooperativism, fair trade initiatives and, in general, the production initiatives
of social and community organizations, have not received the policy backing they would need to
expand, even though they create a large share of jobs and employment and can boast success
stories in terms of innovation, productivity and equitable distribution of results and benefits. Access
to credit and financial services under conditions of equality and with a progressive logic —in other
words financial inclusion— is another important tool for moving towards a style of development that
closes economic and gender gaps.*

2 Cecchini and Atuesta (2017) estimate that expenditure on conditional transfers in Latin America and the Caribbean
amounted to 0.33% of regional GDP in 2015, and expenditure on non-contributory pensions accounted for about 0.40%.

3 Around 2011, the cost of universalizing a monetary transfer equivalent to a poverty line for households with children and
members aged over 65 years varied from a minimum of 1.5% of GDP in Argentina and Chile to a maximum of 13.7% of
GDP in Guatemala.

4 Given the barriers that women face in accessing the financial system, financial inclusion policies can enhance their
autonomy and gender equality (Rico, 2017; ECLAC, 2017b)..
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