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The analysis of this speech is based on the contents of a book which is soon to be published, 

whose empirical sources are household surveys from 18 Latin American countries, almost all 

of which were updated in 2011. (Clarisa Hardy Social Stratification in Latin America. 

Challenges to Social Cohesion. Ediciones LOM. Chile). 

 
The book refers to a social stratification in the countries built with a methodology based on 

the concept of vulnerability and which was created by two UNPD economists (F. López-

Calva and E. Ortiz-Juárez) and has been adopted by the World Bank. The book deals with the 

magnitudes and characteristics of social classes (poor class, not poor or middle vulnerable 

class, in other words, with a high probability of falling into poverty; middle class with greater 

economic security and a low probability of falling into poverty in risk situations and upper 

class); a typology of countries is prepared based on the national composition of these classes; 

and, based on this evidence, an in-depth exploration of social cohesion of these societies is 

made. 

                                                           
1
 Presentation in the panel "Cooperating with Middle-Income Countries: Inequality and New Social Disparities” 

in the EUROsociAL Conference: Euro-Latin American Dialogue on Public Policies for Social Cohesion. 24th 

and 25th of March 2014 European Commission, Brussels. 
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Presentation. New concern for inequality 

 
Although the reflection on inequality in Latin America is an old one, it was always politically 

aligned with the left and stigmatised by other political powers. By the same token, until very 

recently there was no political legitimacy or widespread social support for tackling inequality 

as the region's greatest problem. 

 
In this scenario, the adherence of all the Latin American countries to the Millennium 

Development Goals (MDG) made it possible to avoid the debate on inequality and to focus 

solely on reducing poverty. In practice, social cohesion only recently became a priority in 

Latin American countries' priorities. 

 
The dominance of neoliberal concepts from the Washington Consensus spread throughout the 

nineties and continued to weigh on the beginning of the new millennium in much of Latin 

America. In fact, a road characterised by adhesion to the supposed automatic action of the 

growth in social development and, therefore, of the subsidiarity of the State which may only 

intervene where the market does not do so and on behalf of the most poverty stricken. 

 
However, there are two considerations that change this situation. The first of these is of an 

economic nature and manifests as concern regarding the limited economic development of 

many countries in the region with the current model. Under the well-known dilemma of the 

"middle-income trap", political leaders and experts are asking themselves about the obstacles 

that hold back economies and which threaten growth in countries with mediocrity which, 

having emerged from poverty and low income, do not manage to progress, stagnating and 

even regressing. In the balance of the limiting factors, lack of social cohesion is a determining 

factor2. 

 
According to this approach, it is inequality that holds back growth once a certain threshold is 

reached, which is substantially different from the neoliberal viewpoint. 

The other factor behind the rethink of the positions of the neoliberal Washington consensus is 

of a political nature. In effect, Latin American countries have been systematically reducing 

poverty in recent years, after two frustrating decades, but far from achieving political 

stability, these countries are experiencing growing social demands and protest which are 

manifesting in widespread mobilisations, an increasingly demanding civil society and a 

discredited political system. This stems from the fact that reducing poverty does not equate to 

reducing inequality in its different dimensions and economic insecurity continues to 

                                                           
2
 This is systematised very well in the book by the chancellor of Michelle Bachelet's government between 2006 

and 2009, which deals with the problems experienced in middle-income countries on three continents of the 

planet, whose problems were the subject of study when she became the Ministry of Foreign Affairs and which 

she shared with her counterparts in countries similar to Chile. This book describes the middle-income country 

trap as the difficulty experienced by middle-income countries to sustain growth of more than 5% for more than 

half a decade, accompanied by less inequality and improvements to demographic institutions. In short, the author 

identifies the following factors: 1) Deceleration of growth due to the inability to achieve continuous 

improvements to productivity. 2) Low quality education and slow transference of knowledge and innovative 

ideas (which affects precisely the aforementioned factor). 3) Excessive inequality and lack of protection for 

vulnerable groups (which also impacts the first factor). 4) The inability of institutions to provide stability (which 

is an effect of the previous factors). Alejandro Foxley (2012) The middle-income trap. The Challenge of this 

Decade for Latin America. CIEPLAN. Chile. 



3  

threaten families.3
 

 
Thus, the absence of social cohesion in Latin American societies explains the disaffection and 

distrust felt towards political institutions, which are responsible for the poor quality of 

democracy. 

 
We have been called to this meeting to strengthen the need for strategic reflection on 

European Union links with Latin America. As the conference document reminds us, social 

cohesion - which should be the backbone of the relationship between both regions - has 

gained ground in the Latin American discourse and is a European Legacy. As I have already 

pointed out, concern for the functioning of the economy and political instability have 

prompted governments to ask themselves about the social problems in their respective 

countries, in that, the more poverty, the more persistent the accompanying inequality. 

 
This concern has been present in recent years in Latin and Ibero-American meetings which, 

with the participation of all countries in the region, have started to adopt approaches that 

prioritise social cohesion. 

 
In this regard, it is worth mentioning the meeting corresponding to the ECLAC Sessions in 

Uruguay in 2006, where there was a call to generate more cohesive societies and where 

ECLAC underlined the pressing need to provide social protection based on rights to focus on 

poverty and inequality in Latin America. 

 
This approach has been adopted and strengthened in subsequent regional meetings organised 

to define cohesion strategies for Latin America. The Ibero-American Summit on Social 

Cohesion 2007 is an outstanding example of these. This Summit, held in Santiago de Chile, 

was attended by all the Latin American countries as well as Spain and Portugal and defined 

its objective as that of achieving more inclusive societies. The meeting gave priority to public 

policies in the social, labour, productive and employment areas. For the first time at a meeting 

of this type, which was attended by heads of government, the Washington Consensus was 

called into question and social cohesion became an explicit regional commitment, enshrined 

in the Santiago Declaration. This Declaration would prompt the Ibero-American General 

Secretary, Enrique Iglesias, to say that "it is the Summit result that has borne the most fruit in 

17 years".4
 

 

Recently, there has been significant international impetus in this area, with the proposal for 

the Social Protection Floor approved by the United Nations in 2011. This appears in a report 

coordinated by the International Labour Organisation (ILO) with support from the World 

Health Organisation (WHO), which was led by the current president of Chile, Michelle 

Bachelet.5
 

 

                                                           
3
 As shown by the recurring contents of different citizen protests, protests against inequality take different 

guises: for elimination of discrimination and privilege, for better salaries and work conditions; for an end to 

price fixing and private borrowing; the demand for quality services; for women's rights, rights of indigenous 

people and those with different sexual orientations; for solutions to insecurity and violence. 
4
www.segib.org 

5
 ILO (2011) The Social Protection Floor. Geneva. 

http://www.segib.org/
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However, it must be recognised that this commitment is more a question of rhetoric than of 

effective action in countries and that, in the majority of cases, the intentions declared by the 

governments do not materialise, as evidenced by the persistence of inequality, albeit with less 

poverty, in the region. 

 
There is no doubt that the reasons for this are many and that resistance from the groups in 

power - whether economic, political or social - are among the greatest obstacles on the road 

towards societies of cohesion, with hegemonic value positions that naturalise inequality and 

reject distribution policies. 

 
This also applies to unsuitable decisions and malpractice. For the same reasons, one must not 

underestimate the impact of the absence of knowledge and documented information of the 

reality of the respective societies and of the main factors underlying of inequality phenomena 

which has the multidimensional effect of segregating Latin American companies, to a greater 

or lesser extent. Without this knowledge and without adequate information, bad decisions and 

mistaken practices which translate into inefficient public policies are understandable. 

 
With regard to the latter, this speech endeavours to examine the social reality in Latin 

America by identifying some general trends, which comprise the challenges to social 

cohesion common to the entire region, with the understanding that ours is a heterogeneous 

continent and that it requires unique action strategies consistent with the peculiarities of each 

country or group of similar countries. 

 
I. The stratified social reality in Latin America 

 
Poverty is no longer the dominant situation in a significant part of Latin American countries 

and there has been a sustained trend to its reduction in the last decade, unlike the deterioration 

and stagnation suffered by the poor classes during the previous two decades. 

 
This fact, together with the modest but constant increase in gross national product of most of 

the region's countries, has prompted several international organisations to suggest that Latin 

America, as well as joining the league of middle-income countries, is moving towards the 

formation of middle-class societies. 

 
However, a closer look at the situation in Latin American situation reveals a very different 

reality. A scenario of discontinuous growth6
 in which the poor classes are moving towards 

new social classes which, although not in poverty, have fragile economies that make them 

highly vulnerable to both national and international risks. These emerging sectors of society, 

inappropriately known as "new middle classes", make up the most widespread social situation 

in the region. 

 

                                                           
6
 A recent report says that in 2013 the region saw discreet growth of 2.6% in contrast with 3.1% in 2012, a slow-

down that started in 2011, but at different speeds in different countries. While Paraguay, Panama, Bolivia and 

Peru grew by more than 5%, and Argentina, Chile, Colombia, Nicaragua and Uruguay by 4% and 5%; and 

Brazil (2.4%), Mexico and the Dominican Republic, both 1.3%, grew slowly (ECLAC (2013) Preliminary 

Overview of the Economies of Latin America and the Caribbean. www.eclac.org 

http://www.eclac.org/
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With comparative information on 18 countries in Latin America, of the total Latin American 

population, 30.1% are in poverty, while 37.9% of the population are not in poverty but are 

vulnerable. The total 68% of the population of Latin America who live in poverty and who 

are vulnerable, live alongside 29.9% of those in the middle class who have more financial 

security and with a small 2.1% rich class made up of those with the highest income in Latin 

American societies.7
 

 
The point in question is that, in effect, poverty is on the wane, but Latin America, (with the 

exception of a couple of countries, Uruguay and Argentina) is not consolidating middle 

classes or secure societies. Quite the contrary, these are precarious societies. 

 
We might ask ourselves why this is happening. If they are growing and reducing poverty, why 

is the result economically insecure, precarious societies? An analysis of these social classes 

reveals that their behaviours and relationships are marked by inequality. 

 
This is persistent inequality which, originates in the labour area and an educational system 

that segregates the population on the basis of their origin and which materialises in disparities 

in distribution that separate households and workers according to their social and economic 

origin, and which are aggravated by questions of gender, age and rurality. 

 
In relation to the labour area, although Latin America has a generally low rate of employment, 

this is distributed unevenly according to people's social class. Labour force participation and 

employment are considerably higher in the middle class, but especially in the upper classes. 

 
Something similar occurs with the quality of work in highly informal regions which tends to 

be concentrated in poor, vulnerable classes. Even in the countries which have advanced in 

terms of formalising employment, up to a third of workers are casual and most of them come 

from the classes with the lowest income. Likewise, social security continues to be deficient 

for a significant proportion of workers and, as might be expected, primarily affects vulnerable 

workers whose precarious work situation is reflected in their economic situation at the end of 

their active working lives. 

 
In all quality-of-work related factors, gender and age are aggravating factor and women and 

young people are those with the lowest job placement rate, the highest rate of unemployment 

and the lowest salaries.8
 

 
However, inequality is most evident in the disparity between household incomes and salaries. 

It is important to stress that, with this offensive disparity between poor and rich, there is 

generalised inequality of income and salaries among all social classes and the richest sectors 

of Latin American countries. This reveals that the region's income is highly concentrated. 

 
So much so that, between the upper classes of society and the poor, the difference in per 

capita income in the household is 36.4 times and 13.4 time between the non-poor vulnerable 

and upper classes. In terms of earned income, the salary earned by upper class workers is 

                                                           
7
 See table 1. Social Stratification in Latin America. 

8
 See table 2. Features of the Work by Social Strata in Latin America. 
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13.1 times that paid to poor workers and 8.5 times that paid to workers who are not poor but 

who are vulnerable. 

 
If we compare the middle class to the rich, the family income of the rich is 4.7 times that of 

middle class workers, the same disparity as that between high and low income families in 

OECD countries. This four-fold difference also applies to the hourly wages paid to workers in 

the middle and upper classes.9
 

 
Underlying this employment and income situation is a segregated educational situation, in 

which social class determines access to education and educational quality. 

 
Although primary education is universal in Latin America, there are still difficulties with 

secondary education schooling and, above all, with initial or pre-school education, as well as 

higher education. Access to these is distributed unequally according to social and economic 

origin.10
 

 
These inequalities explain why the growth of the region cannot overcome poverty in a 

sustainable manner and that the statistical reduction of this is associated with the construction 

of highly vulnerable societies, with growth of sections of society which, having surpassed the 

threshold of their basic needs, find themselves vulnerable to economic instability. This is, by 

far, the worst of the traps facing middle-income countries. 

 

II. Typology of countries in a diverse Latin America 

 
The presentation of aggravated data from Latin America, although offering an overall view of 

a distinctive regional situation, nevertheless masks the heterogeneous situations of the region. 

 
Considering the relative weights of social classes and their relationships it is possible to build 

a typology that identifies four groups of countries which, according to the degree of coverage 

or accessibility of social rights, oscillate between exclusion and integration, although 

unequally11. Group I and Group IV countries are those with the most disparate integration-

exclusion positions, while Group II and Group III find themselves in intermediate positions. 

 
From the countries of the Group I with low poverty and large middle sectors, to the Group IV 

countries with excessively high levels of poverty and nascent middle classes, all the countries 

in the typology - even when they differ in the degree of access to social rights - have social 

structures marked by differing degrees of inequality, depending on the country. 

 
The second group, comprising nine countries, is particularly noteworthy because it is the one 

which best represents Latin American society. The level of poverty is still significant (albeit 

below its regional expression) and a middle class is forming, but this is mostly vulnerable. 

                                                           
9
 See table 3. Differences in Family Income in Latin America; and table 4. Differences in Hourly wages 

Latin America. 
10

 See table 5. School Coverage by Social Class in Latin America; and table 6. School Coverage by Levels of 

Education according to the Country Group Typology. 
11

 See Latin American Country Typologies. Group I, Group II, Group III and Group IV. 
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This second group of countries is that which best represents social vulnerability in Latin 

America. 

 
There is correlation in the typology of countries between the relative weight of poor, 

vulnerable and medium classes and the levels of education achieved in the respective 

societies, with the weight of informality in the labour world, with social security coverage 

afforded to their workers and with the urban and rural nature of the social stratification. 

 
However, although there is correlation between levels of integration in this typology - 

exclusion with the levels of access to social rights - it also a clear warning of the lack of 

coherence between poverty and inequality, these being two phenomena that coexist in 

different ways in all countries. 

 
Notwithstanding the differences among the countries grouped together in the typology, they 

share the determinations that weigh in the social stratification, in which factors such as social 

and economic origin, gender, age and where people are born, educated and work, continue to 

be causes of inequality which are cross-cutting in all Latin American companies. 

 
In other words, access to social rights marks the level of integration-exclusion achieved and 

differentiates the different types of countries, but the differences in income between classes 

(aggravated by gender and age) are present in all countries to some degree. 

 
A question that reveals that Latin America is transforming from social exclusion to 

integration, but unequally and therefore, that inclusive development is a challenge outstanding 

in all the societies in all eighteen countries analysed. 

 
Even in the case of the country with the lowest level of distributive inequality in Latin 

America, Uruguay, which is part of the Group I typology, inequality there is high in 

comparison to that in OECD countries. Chile is also part of Group I and, although it shares 

very high levels of satisfaction with rights with Uruguay, in contrast, it has medium-high 

levels of inequality in Latin America.12
 

 
The impact of rurality on exclusion from rights, as seen in the relationship between processes 

of urban development, the pace at which poverty is falling and greater access to rights, is 

significant.  The typology takes account of this reality: Groups I and II are the most highly 

built-up countries and have the highest levels of social integration whilst, Groups III and IV 

are those with the largest rural populations and have the highest rates of exclusion. 

 
It is interesting to note that countries with a combination of low poverty and a larger, 

consolidated middle class suffer from less inequality than the other countries. Examples of 

these are Uruguay and Argentina, the only two countries in Latin America in this situation. 

 
In contrast, the combination of very high poverty and an almost total absence of a 

consolidated middle class leads to high levels of inequality, as is the case of the three 

countries in Group IV of the typology, Guatemala, Nicaragua and Honduras. 

                                                           
12

 See table 7. Differences in Income between Different Social Classes. Group I (Argentina, Chile, Uruguay). 
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Despite the differences between the groups of countries that make up the typology, gender 

inequality is cross-cutting throughout the region, seemingly in response to cultural patterns 

that are resistant to social and economic transformation and which, for that very reason, are 

difficult to eliminate. Gender discrimination has not been taken up by public policies in 

countries which, with some exceptions, do not consider that early care from infancy is the role 

of the state and continue to delegate domestic tasks and child raising to mothers, thus 

excluding them from the labour market and from independence. 

 
Moreover, a new youth phenomenon is also spreading, although more markedly in countries 

with higher levels of exclusion (Groups III and IV), which is also significant in countries with 

more advanced processes of unequal social integration (Groups I and II). This phenomenon 

consists of young people who neither work nor study (known in Spanish as "nini young 

people") which is appearing in spite of the increase in the rate of education in all countries. 

These nini youngsters account for approximately one fifth of all young people Latin America 

and a quarter of this segment in Group IV countries.13
 

 

Finally, it is important to break the link that appears between greater social integration and 

urban development and ageing societies. The countries in Group I of the typology have a 

level of longevity comparable with that seen in developed countries, which are closely 

followed by the countries in Group II. These changes in demographic profiles, although 

present as a trend throughout Latin America and which must be considered due to their 

impact on healthcare and pension systems, are still incipient in Group IV countries and 

somewhat more advanced in Group III. 

 
III. Challenges to social cohesion 

 
In contrast to the conclusions drawn from recent studies, this analysis of social stratification 

leads to the conclusion that Latin America is not transforming from a middle-income region 

to a middle class region, but into societies marked by economic instability based on inequality 

that segments its citizens. 

 
The success achieved reducing poverty in the last decade is revealing the structural problem 

of inequality in Latin America, which appears to be a major pending challenge. 

 
In other words, inequality that has prevented economic growth from being a lever to emerge 

from poverty and to establish secure economic conditions in most Latin American societies. 

 
Social protects in recent years reveal the state of unrest in numerous countries, particularly 

those which have been more efficient at reducing poverty and where the new vulnerable 

medium-income class has grown.14. Social mobilisation of a population which, having left 

                                                           
13

 See table 8. NINI Youngsters (who do not study or work) according to Group of Countries of the Typology in 

Latin America 
14

 The first warning signs were the Chilean student uprisings in 2011, which have been followed by other social 

protests since that time. Colombia and Mexico soon followed suit, then Argentina and, more recently, 

Venezuela. 
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poverty behind, now has expectations of inclusion that clash with the limiting reality of 

economic instability. However, not only the new vulnerable middle class, but also a better 

established middle class which, in spite of its improved economic security, faces barriers 

against access to the promised society of opportunities which, as is often seen, continues to be 

the realm of a small social and economic elite, which benefits from the best opportunities and 

quality of life. 

 
The extent of the unrest, which differs from country to country, depending on the 

characteristics of their societies, cannot be explained by the absence of improvements in 

relative well being achieved in households, but in the unequal distribution for reasons of 

origin (social and economic, ethnic and of gender) rather than effort and merits which, as well 

as dampening expectations, is interpreted as deception on the part of governments of social 

mobility linked to education and growth. 

 
This has the effect of adding to mistrust in political institutions15

 and discredits certain 

purportedly unquestionable truths which have dominated political powers, such as the "trickle 

down" of economic growth and the benefits of the subsidiary state. 

 
A new subjectivity is the result, then, of having changed the pattern of historic relations in the 

continent, social relationships based on "naturalised" inequality. The phenomenon is more 

marked the more progress is made towards overcoming poverty and belonging to the longed-

fore middle class, only to release, once you arrive, that the opportunities you expected are 

fading away. 

 
The belief that inequality is the result of the natural order of things is on the wane and the 

perception and inequality is the result of the way that power is generated and reproduced in 

the economy, in politics and in society is growing. 

 
So that not only objective realities but also subjective realities are the basis for a new strategy 

possible in Latin America which makes inequality the challenge to conquer and social 

cohesion the goal to achieve. 

 
Today's challenge is to move, therefore, from a new rhetoric which has legitimised the value 

of social cohesion, towards the construction of policies that make it possible to transform this 

into a concrete reality for millions of citizens of this region. In this context, the role of the 

European Union may be decisive because it has implemented different models of the Welfare 

State and faced redefinitions and readjustments of these before and during the crisis, without 

renouncing them. 

 

                                                           
15

 Of all the institutions, political parties are those least trusted by citizens, followed by the parliament, according 

to numerous national opinion surveys and the findings of the latest Latinobarómetro poll, taken in 18 Latin 

American countries. This poll also reveals the opinion that democracy is in debt due to corruption, in the first 

place and social injustice, in second place (www.Latinobarmetro.org). 

http://www.latinobarmetro.org/
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In the search for cohesion for Latin America it is possible to identify three major areas of 

change: 

 
a) The first area or challenge of social cohesion is the construction of a System of 

Social Protection founded on rights as a mechanism for tackling inequalities. 

 
It is based on a community that has rights that can build inclusive societies in Latin America, 

given that everybody has the same rights and that they cannot continue to promote, as is 

occurring, policies for the poor (really for part of them) and policies for the rest of the society 

that has provoked the segregations that segment our societies. 
 

With this Universalist perspective of social protection that includes society as a whole, an 

identity of a currently non-existent society is built, creating the basis for formulating projects 

that can be assumed collectively, increasing the value of cooperation and solidarity without 

which it would be impossible to make progress with social cohesion. 

 
The current restrictive frameworks in which the so-called Conditional Transfer Programmes 

operate for the poorest level hinder social protection from resolving the problems of these 

segments in their entirety, due to limits on coverage, but also, because monetary transfers and 

the social services provided are insufficient and of low quality.  

 
Social protection systems which should cover the life cycle of people in an integral manner, 

currently have evident vulnerable areas, as we have already seen, in early childhood in youth, 

in worker vulnerability and poor protection for older adults. 

 
But not only unprotected stages of the life cycle, but areas of social protection which do not 

consistently organise social and labour policies, social policies which compensate for the 

inequalities existing in the labour market. So long as the quality of work and labour relations 

are not included on social protection agendas and are not part of the Social Protection System 

itself, there will be no conditions for covering the inequalities that social policies try, in part 

to offset, neither will there be possibilities for the contributory dimensions of social protection 

to prosper. 

 
2) The second area or challenge to social cohesion is the need to drive an agenda for 

equality for women. 

 
In all areas of inequality, the condition of gender is present as a cross-cutting and permanently 

asymmetric dimension. Gender inequality, which overrides other types of inequality, makes 

more than half of the population Latin American into second-class citizens. This hinders 

economic development, limits coexistence and is an obstacle to building identities and a sense 

of community in our societies.  

 
National strategies to overcome inequality are part of the solution to inequality that affects 

women but they are insufficient if they do not address the singularities of gender equality. 

This requires eliminating social and economic, political and cultural inequality, which has 

naturalised the subordination of women in all Latin American countries with programmatic 

and legislative initiatives. 
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European experiences in this realm may provide valuable lessons with the progress been 

achieved with laws on quotas or affirmative action strategies in the areas of the economy and 

politics; with the advances made in child protection and parents' rights that enable 

employment of women and their independence with respect to domestic chores and child-

raising, among the most important initiatives. 

 

3) Finally, the third challenge is that of the institutional, political and fiscal 

sustainability of social cohesion. 

 
Although democratic political life has normalised in Latin America, with governments 

completing their terms in office and with democratically elected parliaments, and, at the same 

time, professionalism of the civil service and horizontal learning in tax processes have spread, 

the truth is that there still is no institutional framework as such for social protection policies, 

not even in the tax area, to ensure their progression in time 

 
With respect to the former, in spite of advances in decentralisation and regionalisation 

processes in Latin America, these are still insufficient. Achieving an adequate combination of 

centralised policies and investments and decentralised policies and investments is crucial, 

especially in social services, as well as in activities to encourage productivity and 

entrepreneurship. 

 
To take a leap forward in the challenge of equality the search for political and social 

agreements in countries that will enable this to happen is essential. Progress will be 

impossible without social and political agreement to sustain the institutional and solidarity 

model. Of course, this comes at a price, because redistributing power, knowledge, information 

and resources, means devolving and socialising it. This is only feasible with agreements and 

pacts, institutionalised through mandatory laws that eventually build, through their practices, 

new relations in society and a more equitable culture. Debates on new constitutions, electoral 

system and political regime reform, as well as initiatives for associativity and strengthening 

civil society, are part of these future tasks. 

 
But this is not enough. It also means giving fiscal sustainability to social cohesion. 

 
There is sufficient evidence that direct state intervention through monetary transference with 

a certain weight and tax structure has a decisive effect on the distribution of income. If we 

analyse what happens in OECD countries and compare them with those in Latin America, it 

can be observed, in the former there are significant differences in distribution before and after 

transfers and taxes, in the Latin American case there are almost no differences between before 

and after.16
 

 
Tackling taxation in these conclusive proposals does not mean taking a technical approach to 

the topic, even by tax experts or tax specialists, but of taking into account the role of tax 

                                                           
16

 The Gini coefficient in the OECD before transferences and taxes is 0.45, which becomes 0.31 after the State 

redistribution action, a change that does not occur in Latin America. Examples quoted in ECLAC (2010) Time 

for Equality. 
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policies in social cohesion in a region devastated by poverty and inequality. 

 
The equation with which tax policy is discussed needs to be changed and programme 

priorities designed for Latin America. Unlike what usually happens, when the tax policy 

defines the scope of public policies, it is a question of inverting this conception and that the 

debates on the type of society wanted should determine the tax framework required. For the 

same reason, this is not a technical, rather a political debate, on development strategies. 

 
With regard to this, both dimensions of tax policy must be taken into consideration: on the 

one hand, the tax resources availability to tackle social cohesion policies and on the other, 

orientation and destination of these resources. In other words, on the one hand, have sufficient 

tax income and a progressive tax composition and, on the other, to ensure that the resources 

collected have a progressive impact. 

 
Social cohesion is not a government programme but a project for a democratically managed 

society, which means institutionalising social protection systems with explicit policies of 

guaranteed rights, with secure funding which is not subject to fluctuations in the economy nor 

circumstantial political will, nor to purely technical rationality. That is what a political and tax 

agreement for social cohesion consists of. 

 
In line with this logic, cooperation relationships between the European Union and Latin 

America need to be long-term and strategic and not to fall in line with the technical assistance 

model that found in other channels of cooperation and which are practised horizontally, 

between the Latin American countries themselves. The strategic relationship found in the 

European Union-Latin American model is, precisely, the basis of social cohesion as the 

kingpin of public policies. 
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Table 1 

SOCIAL STRATIFICATION IN LATIN AMERICA 
 

 

 

COUNTRIES 
Extreme 
poverty 
strata 

Moderate 
poverty strata 

Total 
poverty 
strata 

Vulnerable 
strata 

Intermediate 
strata with 

econom. seg 

Higher-
income strata 

Argentina 4.2 6.6 10.8 31.4 54.4 3.4 
Bolivia 12.3 13.8 26.1 44.6 28.7 0.6 
Brazil 12.6 11.9 24.5 37.3 34.8 3.4 
Chile 2.9 7.0 9.9 40.5 44.0 5.6 
Colombia: 12.7 13.0 25.6 37.5 33.2 3.7 
Costa Rica 8.1 11.5 19.6 39.7 37.2 3.4 
Ecuador 13.6 16.0 29.5 43.0 26.6 0.9 
El Salvador 22.0 19.8 41.7 41.1 16.8 0.4 
Guatemala 41.1 22.0 63.1 27.4 9.0 0.5 
Honduras 37.4 19.0 56.4 29.9 12.8 0.8 
Mexico 12.5 15.4 28.0 44.2 26.4 1.4 
Nicaragua 36.2 22.2 58.4 32.5 8.8 0.4 
Panama 11.6 9.6 21.2 36.1 38.9 3.7 
Paraguay 18.4 14.3 32.8 40.5 25.5 1.3 
Peru 11.9 12.3 24.2 40.0 34.3 1.5 
Dominican 
Rep. 

14.0 19.4 33.3 42.3 23.2 1.1 

Uruguay 2.6 5.4 8.1 26.4 60.2 5.4 
Venezuela 12.4 16.6 29.0 47.7 23.1 0.2 
Lat Am. 15.9 14.2 30.1 37.9 29.9 2.1 

 

Clarisa Hardy (2014) op.cit 
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Table 2 

FEATURES OF THE WORK BY SOCIAL STRATA 
IN LATIN AMERICA 

 

 

 
Extreme 
poverty 
strata 

Moderate 
poverty strata 

Total 
poverty 
strata 

Vulnerable 
strata 

Intermediate 
strata with 

econom. seg 

Higher-
income 
strata 

Latin 
America. 

Labour Participation Rate 40.5 44.4 42.6 52.6 63.1 69.6 53.7 

Rate of Employment 35.5 40.9 38.5 49.7 61.3 68.6 50.9 

Hours worked/week 35.9 40.6 38.14 43.7 45.1 45.7 42.8 

Hourly wage (dol. PPA) US$ 1.6 US$ 2.1 US$ 1.8 US$ 3.0 US$ 5.9 US$ 24.7 US$ 4.4 

Casual Workers 83.6 70.8 77.0 56.4 36.6 21.1 54.7 

Workers under contract 22.7 33.6 28.2 51.4 71.3 81.3 49.3 

Work. Right to Pension 20.6 33.8 27.9 50.6 69.7 81.3 51.8 

 

 

 

Table 3 

DISPARITY HOUSEHOLD INCOME PER CAPITA (dollars PPA) 
IN LATIN AMERICA 

 

 
Vulnerable 

strata 
Medium 

Strata 

Higher-
income 
strata 

Poor 
Strata 2.7 times 7.6 times 36.3 times 

Vulnerable 
strata  2.8 times 13.4 times 

Intermediate 
Strata   4.7 times 

 

 

 

 

Table 4 

DISPARITY IN PAY PER HOUR (dollars PPA) 

IN LATIN AMERICA 

 

 
Vulnerable 

strata 
Medium 

Strata 

Higher-
income 
strata 

Poor 
Strata 1.7 times 3.3 times 13.1 

Vulnerable 
strata  2.0 times 8.5 times 

Medium 
Strata   4.2 times 

Clarisa Hardy (2014) op.cit 
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Table 5 

SCHOOL COVERAGE BY SOCIAL STRATA 

IN LATIN AMERICA 

 

 
Extreme poverty 

strata 
Moderate poverty 

strata 
Total poverty 

strata 
Vulnerable 

strata 
Intermediate strata 
with econom. seg 

High-income 
strata 

TOTAL 

6-12 Years 95.0 97.1 95.9 97.7 98.3 98.5 97.1 
13-17 Years 74.8 79.7 77.2 85.5 88.9 91.5 82.5 
18-23 Years 26.4 29.1 27.8 33.9 51.2 69.1 38.4 

 

 

 

 

Table 6 

SCHOOL COVERAGE BY LEVEL OF EDUCATION 

BY COUNTRY GROUP TYPOLOGY 

 
LEVELS OF EDUCATION 

GROUP I 
ARGENTINA CHILE URUGUAY 

0-3 years of age 11.5 26.0 94.7 
4-5 years of age 86.5 84.3 96.2 

6-12 years of age 99.3 99.3 98.3 
13-17 years of age 90.7 94.8 85.9 
18-23 years of age 48.1 46.5 47.2 

 
LEVELS OF EDUCATION 

GROUP II 
BRAZIL COLOMBIA MEXICO PERU 

0-3 years of age 20.7 30.1 33.6 51.4 
4-5 years of age 77.2 61.9 90.6 86.6 

6-12 years of age 98.5 96.2 97.8 98.8 
13-17 years of age 89.1 82.2 75.7 84.4 
18-23 years of age 30.9 33.1 32.5 38.9 

 
LEVELS OF EDUCATION GROUP III 

Dom. Repub. 
GROUP IV 
Guatemala 

0-3 years of age no info 1.2 
4-5 years of age 65.6 34.2 

6-12 years of age 97.5 91.7 
13-17 years of age 89.8 65.9. 
18-23 years of age 47.1 24.1 

 
Clarisa Hardy (2014) op.cit 
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TYPOLOGY OF COUNTRIES IN LATIN AMERICA 

GROUP I AND GROUP II 
 

 GROUP I 
 COUNTRIES WITH LOW POVERTY AND LARGE INTERMEDIATE SECTORS 
         

 POOR SECTORS INTERMEDIATE SECTORS DISPARITY RANKING 

 
TOTAL 

Poverty 

Extreme 
Poverty 

Moderate 
Poverty 

TOTAL 
Intermediate.

Sect. 

Not Poor 
Vulnerable 

Sect. Medium 
Seg. Econom 

Family 
Income 

Salary 
Income 

Uruguay 8.1 2.6 5.4 86.5 26.4 60.2 2 2 
Argentina 10.8 4.2 6.6 85.9 31.4 54.4 3 1 
Chile 9.9 2.9 7.0 84.5 40.5 44.0 11 6 

 

 
 GROUP II 
 COUNTRIES WITH INTERMEDIATE POVERTY AND EMERGING INTERMEDIATE SECTORS 
         

 POOR SECTORS INTERMEDIATE SECTORS DISPARITY RANKING 

 
TOTAL 

Poverty 

Extreme 
Poverty 

Moderate 
Poverty 

TOTAL 
Intermediate.

Sect. 

Not Poor 
Vulnerable 

Sect. Medium 
Seg. Econom 

Family 
Income 

Salary 
Income 

Costa Rica 19.6 8.1 11.5 76.9 39.7 37.2 9 4 
Panama 21.2 11.6 9.6 75.0 36.1 38.9 12 8 
Peru 24.2 11.9 12.3 74.3 40.0 34.3 6 10 
Brazil 24.5 12.6 11.9 72.0 37.3 34.8 13 14 
Colombia: 25.6 12.7 13.0 70.6 37.5 33.2 14 12 
Bolivia 26.1 12.3 13.8 73.3 44.6 28.7 4 9 
Mexico 28.0 12.5 15.4 70.6 44.2 26.4 10 11 
Venezuela 29.0 12.4 16.6 70.8 47.7 23.1 n/d n/d 
Ecuador 29.5 13.6 16.0 69.6 43.0 26.6 8 7 

 

Clarisa Hardy (2014) op.cit 
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TYPOLOGY OF COUNTRIES IN LATIN AMERICA 

GROUP III AND GROUP IV 
 

 GROUP II 
 COUNTRIES WITH LOW POVERTY AND WEAK INTERMEDIATE SECTORS 
         

 POOR SECTORS INTERMEDIATE SECTORS DISPARITY RANKING 

 
TOTAL 

Poverty 

Extreme 
Poverty 

Moderate 
Poverty 

TOTAL 
Intermediate.

Sect. 

Not Poor 
Vulnerable 

Sect. Medium 
Seg. Econom 

Family 
Income 

Salary 
Income 

Paraguay 32.8 18.4 14.3 66.0 40.5 25.5 15 15 
Dom. Republic 33.3 14.0 19.4 65.6 42.3 23.2 5 3 
El Salvador 41.7 22.0 19.8 57.9 41.1 16.8 1 5 
         

 
 GROUP IV 
 COUNTRIES WITH EXCESSIVE POVERTY AND NASCENT MIDDLE SECTORS 
         

 POOR SECTORS MEDIUM SECTORS DISPARITY RANKING 

 TOTAL 
Poverty 

Extreme 
Poverty 

Moderate 
Poverty 

TOTAL 
Medium.Sect. 

Not Poor 
Vulnerable 

Sect. Medium 
Seg. Econom 

Family 
Income 

Salary 
Income 

Honduras 56.4 37.4 19.0 42.8 29.9 12.8 16 17 

Nicaragua 58.4 36.2 22.2 41.2 32.5 8.8 7 13 

Guatemala 63.1 41.0 22.0 36.4 27.4 9.0 17 16 

         

 

Clarisa Hardy (2014) op.cit 
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Table 7 

INCOME DISPARITIES 
BETWEEN DIFFERENT SOCIAL STRATA 

GROUP I 

 

 
 
 

ARGENTINA CHILE URUGUAY 

Disparity Poor - Rich Strata 
Hourly Wage 

Total Remuneration 
Family income per capita 

Total Family Income 

 
6.3 
9.2 

28.3 
11.1 

 
9.6 

15.9 
33.3 
20.5 

 
7.7 

11.5 
27.5 
10.9 

Disparity Vulnerable - Rich 
Hourly Wage 

Total Remuneration 
Family income per capita 

Total Family Income 

 
4.1 
4.5 

10.6 
4.7 

 
6.9 
8.5 
13.5 
9.1 

 
5.5 
6.3 
11.3 
5.7 

Disparity Medium - Rich Strata 
Hourly Wage 

Total Remuneration 
Family income per capita 

Total Family Income 

 
2.3 
2.4 
3.7 
2.4 

 
4.0 
4.2 
4.8 
4.0 

 
2.9 
2.9 
3.6 
2.6 

 
Clarisa Hardy (2014) op.cit  

 

 ARGENTINA CHILE URUGUAY 

Disparity Poor - Vulnerable Strata 

Hourly Wage 

Total Remuneration 

Family income per capita 

Total Family Income 

 
1.5 

2.0 

2.7 

2.4 

 
1.4 

1.9 

2.5 

2.2 

 
1.4 

1.8 

2.4 

1.9 

Disparity Poor - Medium Strata 

Hourly Wage 

Total Remuneration 

Family income per capita 

Total Family Income 

 
2.7 

3.8 

7.7 

4.7 

 
2.4 

3.8 

6.9 

5.2 

 
2.7 

3.9 

7.7 

4.3 

Disparity Vulnerable - Medium Strata 

Hourly Wage 

Total Remuneration 

Family income per capita 

Total Family Income 

 
1.8 

1.9 

2.9 

2.0 

 
1.7 

2.0 

2.3 

2.3 

 
1.9 

2.1 

3.2 

2.2 

 

 

 

 
Table 8 

 
NINI YOUNGSTERS (WHO DO NOT STUDY OR WORK) 

BY GROUP OF COUNTRIES OF IN THE TYPOLOGY 
 

 

GROUP I ARGENTINA CHILE URUGUAY 

Poor Strata 
% NINI youngsters 

30.9 34.8 40.3 

Vulnerable strata 
% NINI youngsters 

22.0 26.7 22.4 

Medium Strata 
% NINI youngsters 

11.8 13.3 8.3 

High strata 
% NINI youngsters 

1.7 5.0 3.1 

Total National 
% NINI youngsters 

18.0 20.6 15.3 
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GROUP II BRAZIL COLOMBIA MEXICO PERU: 

Poor Strata 
% NINI youngsters 

31.9 32.8 36.2 17.1 

Vulnerable strata 
% NINI youngsters 

19.1 22.4 22.6 17.2 

Medium Strata 
% NINI youngsters 

9.3 10.3 10.6 11.9 

High strata 
% NINI youngsters 

8.3 11.1 7.9 16.0 

Total National 
% NINI youngsters 

19.1 22.6 22.6 15.3 

 

 
 
 
 
 
 

 

 
GROUP III 

Dom. Republic 
GROUP IV 
Guatemala 

Poor Strata 
% NINI youngsters 

29.4 31.1 

Vulnerable strata 
% NINI youngsters 

18.9 18.4 

Medium Strata 
% NINI youngsters 

10.7 12.3 

High strata 
% NINI youngsters 

0.0 8.2 

Total National 
% NINI youngsters 

20.1 25.1 

 
Clarisa Hardy (2014) op.cit 
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