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Introduction

Does social policy help improve income distribution at all in Latin America?
This question is crucial in the most unequal region of the world, as discussed
in the introduction of this book. This chapter establishes the nature and mag-
nitude of redistribution across welfare regimes in Latin America and dis-
cusses the role of distributional coalitions, that is, of actors actively engaged
in increasing the role of a public and collective allocation of resources. For
the purposes of this chapter, we define social policy as the constellation of key
policies involved in social services and transfers, primarily related to educa-
tion, health care, and transfers such as social insurance and social assistance.!

The power-resource approach contends that to counterbalance elites and
their powerful resources, progressive parties should create distributional co-
alitions with an extensive array of actors. Large, broad societal coalitions are
more likely to emerge under the presence of universal rather than targeted
social policy because they create incentives to get the middle class involved
(Korpi and Palme 1998). In addition, Esping-Andersen (1990) shows for Euro-
pean and North American countries that such coalitions differ considerably
across welfare regimes: redistribution reflects class alliances, leading to the
central role of left-wing, social Christian, and liberal parties in social democ-
racies, conservative welfare regimes, and liberal welfare regimes, respectively.

This chapter received valuable insights from Merike Blofield, Fernando Filgueira, Juan Pablo
Luna, James Mahon, Diego Sdnchez-Ancochea, Jeremy Seekings, and participants at the Work-
shop on Politics and Inequality, University of Miami, Miami, May 16-17, 2008. A shorter version
of this chapter was published in Social Policy and Administration in August 2009. We are particu-
larly grateful to Jennifer Pribble for her inputs on elite and societal coalitions. Flaws that remain
are ours.
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Societal coalitions need not be among classes per se, but can be among differ-
ent organizations within the same class. Also, in the absence of broad societal
coalitions, we may still find distribution and distributional coalitions, which,
however, are top-down and elite based.

In Latin America, during the past two decades, policy reforms under the
so-called Washington Consensus promoted the privatization, decentraliza-
tion, and targeting of social policies across policy sectors (Filgueira 1998; Fil-
gueira et al., chapter 8 in this volume). In most countries, reforms involved
the retrenchment of social policies for the middle class while welfare provi-
sion was extended to the poor, especially through social assistance, including
conditional cash transfers (Seekings 2008).2 By excluding the middle class and
the nonpoor, these programs effectively reached the poor, albeit through very
basic services such as primary health care or primary education. At the same
time, economic restructuring led to a more polarized middle class (O’'Donnell
1999), and these policies made it more difficult to form cross-class societal co-
alitions and thereby limited the scope of redistribution (Korpi and Palme
1998) because these targeted programs set apart beneficiaries with low politi-
cal capital (Filgueira 1998). Economic deprivation makes collective mobiliza-
tion difficult and inhibits the emergence of organized social claims (O’Donnell
1999). Public servants, salaried professionals, and other skilled workers were
displaced by adjustment policies (Portes and Hoffman 2003). Many became
self-employed, joined the growing ranks of the informal sector, experienced
downward mobility, and lost “voice,” as Hirschman (1970) would say. A smaller
portion of the middle class, such as senior professionals of multinational cor-
porations, experienced upward mobility, isolated themselves in gated commu-
nities, and ceased to use many public goods. Social policy (or its absence) thus
reshapes social structures and stratification, thereby setting the stage for cross-
class coalitions to emerge and leading to path dependency (Pierson 1994).

Following the power-resource argument, Filgueira argues that in Latin
America, cross-class societal coalitions are currently necessary to counterbal-
ance state retrenchment in social policy, but they are very difficult to establish.
On the one hand, distributional coalitions should include some segment of the
middle class so that their “voice” and political capital can contribute to the
broader distributional process for improved coverage and quality of services.
On the other hand, the fact that targeted policies have replaced collective goods
and thereby have excluded the middle class and its “voice” from mainstream
social policy has engendered regressive social policies that are difficult to over-
come (Filgueira 1998). In short, if the literature for the OECD countries is cor-
rect in saying that societal cross-class distributional coalitions increase the
potential or opportunities for redistribution, the future of redistribution looks
grim in Latin America, which may be caught up in a vicious circle of pro-poor
but minimalist policies on redistribution.

535-47165_ch01_1P.indd 349

7/6/11 5:55 PM



350 TAXATION AND SOCIAL POLICIES

This chapter explores the role and nature of coalitions in countries with
sharply contrasting social policies. The next section sets the stage for this ex-
ploration by outlining a typology for the very complex reality of Latin Amer-
ican welfare regimes. The third section looks at the amount and effectiveness
of social policy of three emblematic cases, Chile, Costa Rica and El Salvador,
while the fourth section tries to explain the different redistribution outcomes.
We present our conclusions in the final section.

Welfare Regimes in Latin America

In developing countries, the family and female unpaid work have historically
played a major role in providing for people’s well-being, whether poor or non-
poor (Gough and Wood, 2004). As late as 1990, “only 30% of the world’s elderly
were covered by formal arrangements, and only 40% of the world’s working
population participated in any formal arrangements for their future old age”
(Seekings 2008, 25). For this reason, Esping-Andersen’s (1990) typology, fo-
cused on OECD countries, failed to address the role of family or kin in caring
for poor people. In a region where social policies are often weak, they often
play a marginal role in redistribution Social policy plays a role within the
welfare regime, which we define as the broader constellation of interactions
among domestic and international markets, families, and collective allocation
of resources. The welfare regime may be state led, but it may also be managed
by community and international organizations.

In fact, research suggests that welfare regimes in the global South are all
largely informal, with labor markets that are unable to provide sufficient formal
jobs, coupled with weak public policies. In this reality, the distinction between
market, public, and family-led allocation of resources becomes unclear. This is
certainly true for Latin America, where a large proportion of the population is
unable to commodify its labor, citizens either self-employ in the informal sec-
tor or emigrate to earn income, public policies are weak or nonexistent, and
families and women’s unpaid work play a major role in survival strategies.

At the same time, there are qualitative differences in the region in how
markets, public policies, and unpaid work combine for risk management.
That is, countries differ greatly in three dimensions: the extent to which they
manage to commodifiy their labor force within their borders, to decommod-
ify people’s well-being through social policies that untangle purchasing power
from risk management, and to defamiliarize or decouple welfare from unpaid
female work (Martinez Franzoni 2008c). As expected, inequality, the primary
focus of this book, shows important variation across welfare regimes.

Using data for these three dimensions of the welfare regime, Martinez Fran-
zoni (2008¢) has created a typology to identify patterns that help understand
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the complex reality of Latin America. She finds three types of welfare re-
gimes, depending on whether markets (e.g., Chile), social policy (e.g., Costa
Rica), or families (e.g., El Salvador) are the primary engines in managing social
risks. She refers to these three types as market-productivist, state-protectionist,
and familialistic welfare regimes, which we have later renamed market, states,
and familial to simplify the tags and make them clearer. Figure 11.1 outlines
her typology.

As figure 11.1 shows, there is cross-national variation in how effective
domestic labor markets are at absorbing and remunerating the labor force
(upper-left cells). Countries also vary in the strength and role of social policies
(upper-right cells). Finally, they vary in the relative importance of the tradi-
tional nuclear family, with a male breadwinner and a female caregiver (lower
cells). Female income providers, extended households, and/or female-headed
households are dispersed across the entire region. However, their relative im-
portance separates countries with familial welfare regimes from those with
market and state welfare regimes. Table 11.1 summarizes key features for risk
management under each type of Latin American welfare regime.

Low or zero

High transnational decommodification,
commodification of very dependent on
the labor force with international

low incomes cooperation

High commodification
of the domestic labor
force with medium
incomes

High decommodification
with focus on middle-
class and formal workers
High familialization
with low sexual
division of paid work

Costa
Rica

Low familialization
with high sexual
division of paid work

High
decommodification
with focus on sectors

with limited resources

High commodification
of the domestic labor
force with high
incomes

Low familialization Markets
with high sexual

division of paid work States

Families

FIG.11.1 Latin American welfare regimes primarily driven by markets, states, or families.
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Table 1.1 Latin American welfare regimes according to primary rationale by dimen-
sions

Risk management centrally revolving around

Dimensions States Markets Families
State capacities Strong Strong Weak
Primary goal of Social protection ~ Human capital for  Social assistance
social policy labor productivity
Decommodification ~ High and mostly ~ High and mostly Low and across the
linked to formal targeted at the board
wage earning poor or low-
labor income groups
Income inequality Uneven (most High High

equal and most
unequal coexist)

Primary pillar for State and public Markets Families, unpaid
risk management policies female work
Role of unpaid female As state As market Multitask
work counterpart counterpart
Human development High High Medium and low
Countries Brazil, Costa Rica, Argentina and Chile Subgroup a:
Panama, Mexico, Colombia,
and Uruguay Ecuador, El
Salvador,

Guatemala, Peru,
and Dominican
Republic;
subgroup b:
Bolivia,
Honduras,
Nicaragua, and
Paraguay

SouRCE: Martinez Franzoni 2008c¢ (includes a detailed description of the thirty-eight indicators
used and the statistical analysis applied).

In both state-protectionist and market-productivist welfare regimes, state
capacities are strong, but they differ in the primary goal of social policy. The
first aims at social protection through high and universal decommodification,
while the second aims at enhancing human capital for labor productivity,
mainly through targeted social programs. In the informal-familial welfare
regime, state capacities are weak, and levels of decommodification are low.
Families, and specifically unpaid female labor, become the central pillar
for risk management in this regime. Levels of income inequality are quite
high across all three welfare regimes.* Variance, however, is higher in state-
protectionist countries; Uruguay and Costa Rica have the lowest inequalities
in the region, while Brazil has the highest. In both market-productivist and
informal-familial countries, inequality tends to be homogeneously high. Thus
findings indicate that decommodification is key to overcome inequality
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successfully, but also that not just any kind of decommodification will do the
trick.

As citizens increasingly deploy private and family-led survival strategies*
coupled with little or no experience or expectations regarding the state’s role
in their well-being, it is less likely that societal distributional coalitions will
emerge. This premise implies that distributional coalitions should be less
likely to exist in El Salvador than in Chile or Costa Rica. In addition, unlike
Costa Rica, Chile has stressed the role of targeted versus universal policies,
and the upper class and an ever-larger portion of the middle class rely on the
market rather than on public transfers and services. Therefore, we would
also expect distributional coalitions to be stronger in Costa Rica than in
Chile.?

Our hypotheses are consistent with findings presented by Blofield and
Luna (chapter 5 in this volume), although they focus on partisan representa-
tion rather than on societal coalitions. They find that more equal countries
tend to have higher preferences for redistribution. To the contrary, and ironi-
cally, more unequal societies stand a smaller chance of effectively politicizing
the issue of inequality.

Do Social Policy Regimes and Distribution Make a Difference?

How important are social policies in mitigating inequality in Latin America,
and to what extent does their existence depend on distributional coalitions?
To answer these two questions, we focus on Costa Rica, Chile, and El Salvador,
emblematic of the three types of welfare regimes discussed earlier.® By focusing
on these contrasting cases, we seek to establish what is shared and what is dis-
tinct across the region, first, in redistributive outcomes, and second, in the role
that coalitions play in these outcomes.

In this section, we focus on the magnitude and nature of social expendi-
tures in these countries. The good news here is that in all three countries,
social expenditures indeed manage to reduce inequality. However, there are
marked differences in the magnitude of the effect, in the principal logic be-
hind social expenditure, and in the range of the population covered.

INCOME DISTRIBUTION

To analyze the impact of social policy on distribution, we must first establish
primary income distribution, that is, distribution before the intervention of
tax and social policies. In table 11.2, the primary income distribution of the
three countries is shown by income-distribution quintiles, from the poorest
20% to the wealthiest 20%.
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Table11.2 Primary (monetary) income-distribution groups by quintiles

I A%
(poorest (richest Total
Country Year 20%) 11 111 v 20%) (%)
Chile 2003 4 8 12 19 57 100
Costa Rica 2000 4 9 14 22 52 100
El Salvador 2002 3 8 13 21 56 100

SourcEg: CEPAL (2005).

Contrary to what one might expect, table 11.2 indicates that primary distri-
bution is fairly similar across countries: in Costa Rica, the poorest 60% of the
population receives 27% of national income, while in Chile and El Salvador, it
receives 24% (CEPAL 2005).

According to CEPAL (2005), income distribution in Chile remained largely
unchanged between 1996 and 2003. However, in Costa Rica, between 1986 and
2000, income distribution worsened: the richest 20% of the population gained
10% of the total national income, while the rest of the population lost either
1% (quintile 1) or 3% (quintiles 2, 3, and 4). The working and middle classes
were the primary losers during this period. In El Salvador, income distribu-
tion slightly improved. However, this improvement was largely due to emi-
gration and remittances. It is noteworthy that the 2007 census data established
that the Salvadorian population is much smaller (by about one million) than
expected because of emigration (PNUD 2008).

We next investigate secondary distribution in more detail in order to es-
tablish whether, and to what extent, social policies help decrease inequality in
the three countries.

SECONDARY DISTRIBUTION: EFFECT, ALLOCATION CRITERIA, AND WEIGHT

Here we examine whether secondary distribution shows cross-national vari-
ation as a result of tax systems and social policies. As we show later, the re-
markably low inequality found in Costa Rica (pointed out in chapter 1 of this
volume) reflects the role played by social policy.

To assess how social policy reshapes inequality set by primary distribu-
tion, we consider three criteria: effects on income distribution, allocation cri-
teria, and relative weight of social policy for total income. Table 11.3 summarizes
the primary findings, which we break down and discuss here. Regrettably, in
some cases we face serious limitations in data, namely, the exclusion of social
security.” When social security data are unavailable for analysis, this fact is
mentioned.

Chilean and Costa Rican social policies have relatively large distribution
effects, although under different allocation criteria and a higher relative weight
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in total income in Costa Rica than in Chile. In El Salvador, under semi-
targeted policies, redistribution effects are relatively small, as is the impor-
tance of social income in total income.

Effects on Income Distribution

To address the effects of redistribution, we compare inequality before and
after social transfers and services. Posttransfer measures consolidate both
monetary and social income—that is, transfers such as pensions and in-kind
services such as education or health care. The good news is that in two of the
three countries, social spending improves income distribution (see figure 11.2).
However, it does so in varying degrees: social expenditures improve income
distribution much more in Chile and in Costa Rica than in in El Salvador.
Gini coeflicients go from 0.594 to 0.543 in Chile and from 0.542 to 0.495 in
Costa Rica.® In El Salvador, contrastingly, social spending seems to have little
effect on income distribution; the Gini coeflicient remains almost unchanged
at 0.46 (CEPAL 2009).

Since Esping-Andersen’s publication (1990) on the three worlds of welfare
capitalism, analysis of welfare regimes has shifted from a focus on the amount
of resources dedicated to social expenditures to the eligibility criteria for such
resources. This focus makes sense when the amount spent on social policy is

Table 11.3 Three worlds of redistribution in Latin America

Redistribution Primary allocation Relative weight
Country effects criteria in total income
Chile High Targeted Intermediate
Costa Rica High Universal High
El Salvador Low Semitargeted Low

SOURCE: Authors’ elaboration.

0.65
0.6
0.55 \ —&—Chile
0.5 Costa Rica
0.45 A A —#—El Salvador
0.4

Gini primary income Gini total income

FIG.11.2 Distribution from primary to total income, Chile, Costa Rica, and El
Salvador. Source: CEPAL (2007).
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relatively homogeneous across countries and plays a key role in people’s over-
all income (Filgueira 1998). However, neither condition applies in Latin Amer-
ica, where social expenditure per capita is negligible in many cases but variable
across the region, ranging from slightly more than US$60 per year in Nicara-
gua (a figure below any reasonable amount to affect inequality) to more than
US$1,000 in Argentina. In Latin America, therefore, it is crucial to link redis-
tributive effects to the level of social expenditure, both in fiscal efforts and
per capita social expenditures.

In Chile, from 1990 to 2010, the government was in the hands of a center-
left coalition, the Coalition of Parties for Democracy, first with presidents
from the Christian Democratic Party and later the Socialist Party. The op-
position, in turn, was in the hands of the Right.

When this coalition came to power in 1990, it inherited a social policy re-
gime that had been highly privatized under Pinochet’s dictatorship. Although
the rationale of post-1990 reforms in Chile was based on a strong postdictator-
ship consensus that the market was to remain more or less untouched, there
have been various important transformations of the liberalized social policy
regime since. The country expanded social expenditures most drastically dur-
ing the second half of the 1990s. Since then they have stagnated (CEPAL 2007),
although recent developments under President Michelle Bachelet (2006-10)
seem to indicate another increase over the 2006-10 period (CEPAL 2009).

In contrast, in Costa Rica two major parties (which operated under a two-
party system) alternated in government until 2002. The social Christian Par-
tido Unidad Social Cristiana (PUSC) and the social democratic Partido
Liberacion Nacional (PLN) ruled as part of a strong political pact in economic
policy, but less so in social policy. Social spending increased during the PLN
administrations and fell during the PUSC administrations, which unsuccess-
fully sought to privatize and liberalize social policy to move toward a more
Chilean-style social policy regime. The reforms that did go through predomi-
nantly concerned restoring the precrisis social policies that existed before 1980
rather than aiming for radical changes. This continuity in social policy—albeit
with some additions and changes—clearly contrasts with the structural eco-
nomic transformations that the country experienced during the same period.

In El Salvador, the government has been in the hands of the right-wing
Nationalist Republican Alliance (Spanish acronym ARENA) since before the
peace accords in 1992 until very recently. During this time, the government
faced strong political opposition from the leftist Farabundo Marti Front for
National Liberation (Spanish initialism FMLN). The FMLN consists of for-
mer guerrillas who transformed into a political party and first participated in
elections in 1994. The reforms in El Salvador’s social policy regime have been
marked by the end of the civil war, the peace accords, and the transformation
of the guerrilla movement into the main opposition force in the country. In
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2001 El Salvador suffered two major earthquakes that demanded resource
mobilization for reconstruction and were reflected in an increased propor-
tion of GDP devoted to social expenditures, primarily to restore previous infra-
structure. Despite this temporary and slight increase, the percentage of GDP
devoted to social policy in El Salvador is clearly insufficient: the amount spent
on the county’s entire social policy is only slightly more than what Chile and
Costa Rica spend on just one policy sector (such as health care). Unfortunately,
the data presented in this chapter do not include expenditures under the con-
ditional cash-transfer program Red Solidaria launched in 2005. A familialistic
welfare regime with residual social policy, El Salvador lags far behind Chile
and Costa Rica, although in recent years the gap seems to have reduced some-
what, as shown in figure 11.3.

In fiscal priority, social expenditures in Chile and Costa Rica represent
between 65% and 68% of total public expenditure. These percentages set them
clearly apart from El Salvador, where social expenditure reaches only 40% of
total public expenditure. This is shown in figure 11.4. Therefore, in Chile and
Costa Rica, social policy plays a much more important role in dealing with
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FIG.11.3 Public social expenditure (including social security) as a percentage of GDP,
Chile, Costa Rica, and El Salvador, 1990-2008. Source: CEPAL (2007).
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FIG.11.4 Public social expenditure (including social security) as a percentage of total
public expenditure, Chile, Costa Rica, and El Salvador, 1990-2004. Source: CEPAL (2007).
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social risks and providing welfare for the 60% and 80% lowest-income groups
of the population than in El Salvador. That said, in all three countries the
relative weight of social expenditures increased in the period under consider-
ation (by 8% in Chile; by 7% in El Salvador; and by 2% in Costa Rica, which in
1991 already had higher social expenditures as a percentage of total expendi-
tures than Chile). In El Salvador, however, this increase of 7% should not
be overestimated, given that in the early 1990s, the relative weight of social
expenditures was extremely low. Although the 7% increase does imply some
distributional change, social spending is still far from sufficient to meet social
demands.

In Chile and Costa Rica, social expenditures are an important source of so-
cial income for between 60% and 80% of the population. Although the scope of
Costa Rican social income is somewhat broader than Chile’s, in both countries
the reach of social policy is considerably larger than in El Salvador. In El Salva-
dor, however, the low levels of social spending and the important role of family
strategies in the provision of welfare and access to goods and services, such as
family remittances, make it difficult to foster conditions for broad distribu-
tional coalitions. Survival strategies are largely private and family based. We
would therefore expect conditions to be more conducive to the formation of
distributional coalitions in Chile and in Costa Rica than in El Salvador.

Allocation Criteria for Social Expenditures

Does social spending primarily go to the poor, to middle-income families, or
to the rich? Learning how social spending is allocated provides us with a
proxy measure for addressing the redistribution effects of social policy. Avail-
able data do not allow us to break down monetary and social income in order
to assess income distribution before and after social spending is allocated.
Nonetheless, they do provide insight into the extent to which social expendi-
tures redistribute resources from higher-income groups to medium- and lower-
income groups.’ Data also do not include social security data, which are available
for Costa Rica for both years under review but are only partially available for
Chile (2003)"° and unavailable for El Salvador.

As shown earlier, the type of welfare system does not have differentiated
effects on inequality: for both Chile, with a market-productivist emphasis, and
Costa Rica, with a state-protectionist emphasis, we found similar results. How-
ever, these countries do differ in the allocation of social spending and therefore
who in the social structure (as measured by income quintiles) is affected by that
spending. As shown in table 11.4, which shows the distribution of social spend-
ing per quintile, social spending in Costa Rica has an effect on a wider range of
the population than in Chile.

As table 11.4 indicates, in Chile the allocation of social spending was rather
stable between 1996 and 2003. Also, given the central role of targeted policies
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Table 11.4 Allocation criteria by income groups and country

I \'%
(poorest (richest Total
Country Year 20%) 1T 111 v 20%) (%)
Chile 1996 33.3 25.0 20.5 14.4 6.8 100
2003 33.0 26.0 19 15.0 7.0 100
Costa Rica 1986 22.1 21.2 22 18.5 16.2 100
2000 21.0 19.0 17 18.0 25.0 100
El Salvador? 2002 26.0 23.0 21 18.0 12.0 100

Source: CEPAL (2005).

 Because of lack of data, these percentages refer to health care only.

in Chile’s social policy regime, a higher percentage of social spending is tar-
geted to low-income groups and indeed goes to the poorest quintiles, a pat-
tern that the data suggest intensified between 2003 and 2006. In the richest
quintile, individuals access only a very small share of social expenditures
(7%). Quintiles IV and III receive a share of social expenditure closer to 20%,
which does not change primary distribution, but social expenditure becomes
increasingly redistributive in quintiles IT and I. If it is true that redistribution
depends on political power, which in turn relies on social demands—or at
least social support by a more or less broad set of income groups and social
classes—the data suggest that such redistribution should indeed be narrower
in Chile than in Costa Rica.

Costa Rica shows important change over time if we compare 2000 with
1986 data, particularly among the group with highest income (quintile V).
However, if we compare 2000 with 2004 from a different data source, there
are hardly any changes in the allocation of social spending.!! According to
2000 data, the allocation of social expenditures among income groups is
fairly uniform, including among the group with highest income. From these
data, one would therefore expect conditions to be more conducive to broader
cross-class coalitions in Costa Rica than in Chile and El Salvador.

In Costa Rican social expenditure, collective pension funds play a central
role, while they are absent or marginal in Chile and in El Salvador, given
their privatized pension systems. Therefore, a comparison of the allocation of
social expenditures with and without social insurance is useful. If we con-
sider social insurance (i.e., contributory pensions) for Chile in 1996, social
policy is seen to be much less progressive. With social insurance, the richest
quintile receives more social expenditures (30% as opposed to 6.8%), and the
lowest quintile receives significantly less (16% as opposed to 33%).

Although El Salvador has only very basic social services, it does allocate
these resources relatively evenly across income groups. Social expenditure is
concentrated among the groups with lowest income (more than in Costa Rica
but less than in Chile) but also reaches middle-income groups. However, here
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the amount of social expenditure becomes an important indicator, given that
El Salvador’s social expenditure lags far behind that of Chile and Costa Rica.
Thus, given the low quantity of social expenditure, it might be too strong to
claim that middle-income groups have vested interests in social services.
However, they can be expected to have certain interests in specific policy
sectors, particularly concerning health-care services provided under social
insurance.

Degrees of commodification of health-care services, largely pushed by
higher-income groups, vary considerably across countries: in Costa Rica, out-
of-pocket private expenditures reach 30% of public expenditures, while in El
Salvador and Chile, these are 1.2 times the amount of public expenditures
(World Bank 2009), a striking figure if we consider that the Latin American
average is 50.7% (Marquez Ayala 2007).

In short, if distributional coalitions were mechanically drawn from the
allocation of social expenditures, conditions for such coalitions to emerge
should be less favorable in Chile, more favorable in Costa Rica, and between
these two extremes in El Salvador.

Weight of Social Expenditures Across Income Groups

To establish the potential of social expenditure to lead to the formation of
societal distributional coalitions, it is also important to take into account the
relative weight of social income in an individual’s total income. Table 11.5 lays
out the data for the three countries.

As table 115 indicates, among the lowest income quintile (I), social income
amounts to 50% of total income in Costa Rica, 38% in Chile, and only 28% in
El Salvador. Thus, despite the stronger role of targeted policies in Chile, social
income has a smaller weight in total income among the poorest in Chile than
in Costa Rica. Among the wealthiest quintile(s), on the other hand, social
income as a part of total income is essentially irrelevant in El Salvador, al-
most irrelevant in Chile, and only slightly relevant in Costa Rica. In fact, if
we consider the 60% of the population with highest incomes in El Salvador,
social income matters very little indeed (or not at all) to people’s income.

Table 11.5 Relative weight of social expenditures in total income across income groups

1 A%
(poorest (richest
Country Year 20%) I 11 v 20%)
Chile 2003 38 24 16 9 2
Costa Rica 2000 50 29 18 11
El Salvador 2002 28 13 8 4 1

SourcEg: CEPAL (2005).
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In Chile, and even more in Costa Rica, this statement applies only to the
richest 20% of the population. Thus, if social spending were to be an indicator
of the possibility and breadth of coalition formation and distributional agen-
das, Chile, Costa Rica, and El Salvador would show very distinct scenarios:
the scope for coalitions among income groups would be largest and broadest
in Costa Rica and lowest and narrowest in El Salvador.

Policy Legacies: Actors and Coalitions Behind Current
Social Policy Regimes

Since the early 1990s, Chile, Costa Rica, and El Salvador have experienced
similar pressures for social policy reforms that in theory should lead toward
convergence in social expenditure and its impacts on distribution. However,
the distributional outcomes attained in these countries are, as we have seen,
very different. How can we explain these differences?

Historical trajectories and policy legacies filter international pressures for
policy reform and, along with national policy paradigms, shape actual reforms
and policy outcomes. Here we present a short analysis of the combination of
factors that shape actual social policy in the three countries. This preliminary
and exploratory analysis is summarized in table 11.6.

Table 11.6 shows the extent of social policy reform during the 1980s and
1990s, the role of the social policy regime in promoting redistribution, and
the role of coalitions therein. Here we show that Chilean policy formation
has been predominantly top-down and technocratic, as well as successful in
transforming various policy measures inherited from the Pinochet dictator-
ship. In contrast, Costa Rican policy formation has been mainly bottom-up
during this time period, generally defensive of policy legacies rather than
transformative, and mostly successful in maintaining these legacies. El Sal-
vador’s policy formation has been mostly top-down, a result of a combination
of partisan-based and technocratic reforms and with more or less unsuccess-
ful vetoes from below, depending on the policy sector in question.

COSTA RICA: BROAD DEFENSIVE DISTRIBUTIONAL COALITIONS

In Costa Rica, the last critical juncture took place during the early 1980s
when the country faced an economic crisis unprecedented since 1929. The
state responded to this crisis by reducing levels of investment and available
resources instead of privatizing or officially reducing coverage of services. It
deployed two strategies; on the one hand, it maintained existing social policies;
on the other, it created compensatory temporary programs. Besides recovery
tools and wage supplements, this temporary plan included unemployment
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benefits, temporary food aid, and productive aid programs (e.g., soft loans
and inputs) for the poor (Villasuso 1992). All in all, the crisis did not trans-
form the country’s social policy architecture, which was based on four pri-
mary pillars of universal programs (education, health, pensions, and housing)
and targeted programs funded by Fondo de Desarrollo Social y Asignaciones
Familiares (Castro Méndez and Martinez Franzoni forthcoming).

Initially, social spending suffered a downward adjustment equivalent to
half of the downward adjustment of the rest of public policy (5% and 10%,
respectively). Later, however, even in years of economic growth, social spend-
ing was subject to downward adjustments, often larger than those for overall
public spending (Trejos 1993). Altogether, overall public social spending now
is 48% higher than it was before the economic crisis. However, if it is mea-
sured in per capita social spending, it has not yet reached precrisis levels.
Also, given that institutional changes typically involved aggregation rather
than elimination of programs, more work had to be done with fewer re-
sources, and the deterioration or stagnation of investment was only partially
offset by external financing. As a result, the quality of education and health-
care services decreased during the 1990s (Trejos 2007, 2008; Martinez Fran-
zoni 2008a), as is seen, for example, in the significant increase in the numbers
of dropouts in secondary education.

There have not been any institutional reforms in education, but there have
been various efforts to expand and improve public education services (such as
adding computer science and English to the school curriculum) and coverage
(particularly in secondary education). Although there has been relatively lit-
tle pressure for structural reforms, there have been important conflicts with
the overwhelmingly public workforce in education. For example, teachers’
unions have been primarily concerned with working conditions and clashed
over the increase of the academic year to two hundred school days in 1997.

In the health-care sector, a technocratic, top-down reform began in the
early 1990s, but it generated union opposition because of fears of privatiza-
tion. However, although the government increased the role of private service
provision, service delivery remained basically public, and the measures were
mainly managerial. This reform has had important positive results in access, in
particular for the popular sectors, although it has been much less successful in
reaching the middle class and in improving the quality of health-care services.
In the same period, the relative weight of private health care increased, along
with conflicts of interest between public and private practice (Martinez Fran-
zoni 2005). The most spectacular of these conflicts led to jail sentences for two
former presidents for embezzlement, one of them from social security funds
(Seligson and Martinez Franzoni 2009).

In pensions, two major social policy reforms were carried out in 2000 and
2005 (Martinez Franzoni 2008a). Business sectors, unions, and government
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all contributed to the reforms. The creation of a multipillar pension system
was the primary change, although a collective fund remained as the primary
pillar. The reform introduced an individual capitalization fund, albeit a mod-
erate version, both in contributions and funding.

Unions successfully demanded that social insurance be mandated to reach
informal workers as part of an agenda to ensure the financial sustainability
of the collective capitalization regime. Both in 2000 and in 2005, unions and
other civil society organizations (e.g., part of the cooperative movement) suc-
cessfully presented innovative proposals aimed at maintaining the architec-
ture of the collective regime, albeit with changes in the methods and services
(Castro Méndez 2000; Martinez Franzoni 2008a). This role that unions and
the business sector played in the 2000 and 2005 reforms is quite unusual and
is not found in the other policy sectors, despite the fact that health-care in-
surance, for example, is also run by government, business, and unions (Mar-
tinez Franzoni 2008b).

Unions did play a key role in policy advocacy, particularly in defending
the social health-care and educational policies that were in place before struc-
tural adjustment. However, the lack of freedom of association in the private
sector has led unions to draw their constituency primarily from state employ-
ees. Unionized workers in the private sector account for less than 2% of the
economically active population, including the self-employed (Castro Méndez
2000). The weak position of unions by itself does not explain why pro-poor
coalitions—and thus antiuniversal policies—did not emerge in the wake of the
crisis. However, the strong societal consensus about the central role of social
policies remained. Thus, unlike most other countries in the region, the gov-
ernment maintained and expanded both targeted and universal policies,
both of which together have been shown to be most effective in reaching the
poor. In fact, as Trejos (2006) has shown, for the poorest 20% of the popu-
lation, universal social spending plays a larger role than targeted social
spending.

In short, Costa Rica has a social policy regime that—despite the economic
crisis of the 1980s—has basically maintained its precrisis architecture. Societal
distributional coalitions between classes have been strong and have mainly op-
erated to defend the social policy regime rather than to reform it.

CHILE: TECHNOCRATIC AND TRANSFORMATIVE POLICY REFORMS

Since the early 1990s, Chilean policy makers have pursued “reforms of the
reforms” inherited from the military dictatorship under Pinochet. On the one
hand, these reforms have increased universal access to social services. On the
other hand, measures have sought to avoid affecting the role of private actors in
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running social services, whether education, health care, or pensions, in sharp
contrast to Costa Rican social policy, which was expanded largely on the
basis of payroll taxes.

In the health-care sector, President Ricardo Lagos (2000-2006) created
the Universal Access to Guaranteed Rights (AUGE) plan, which aimed at bet-
ter access, improved quality, and shorter waiting times in the public sector by
establishing a minimum coverage plan. This “involved a laborious process
of negotiation both among sectors of the Concertacién parties and between
the center-left coalition and the opposition, lasting from 2002 to 2004” (Pribble
and Huber 2008, 8). The law guaranteed universal coverage of fifty-six illnesses
by 2007 (Chilean Government 2010). The reform specifies a timeline and in-
cludes a pledge by the state to cover the cost of treatment of these illnesses in
the private sector if the public sector is incapable of offering this care (Artaza
2008). This explains the limited coverage in light of containing costs and pres-
sure on the state’s budget. AUGE has had a positive impact especially on lower-
income groups, who use the public system more than higher-income groups
(Superintendencia de Salud de Chile 2005), and has likely helped reduce pov-
erty levels (Pribble 2008; Drago 2006). According to Pribble and Huber, “The
AUGE reform was largely driven by partisan elites, and portions of it clearly
reflect the preferences of the market-friendly sector of the Socialist Party,
which prioritizes fiscal discipline and macroeconomic stability” (2008, 21).

Regarding social assistance, Chile Solidario, an integral program targeted
at Chile’s poor that consists of a conditional cash transfer and a program called
Programa Puente that provides preferential access to other sectors of social
policy, was implemented in 2004 by President Lagos as well. This program pro-
vides income and psychosocial support to families living in extreme poverty, as
well as preferential access to other public social policies (Henriquez and Reca
2005, 120; Chile Solidario 2004). It was a top-down initiative, and there was no
consultation with base organizations. President Bachelet (2006-10) continued
the program and expanded coverage and the network of social services
(Artaza 2008). The process has been highly technical in character and has
sought to avoid political influences from parties (Pribble and Huber 2008,
24). Thus policy formation has been top-down; it has little to do with soci-
etal coalitions, either as an explanatory factor in the reform or as an effect of
the program.

In education, the (slow and ongoing) reform process of Pinochet’s educa-
tion law (Ley Organica Constitucional de Ensefianza) began after student
protests that took place in April and May 2006. The so-called march of the
Penguins, consisting of thousands of students, demanded an end to the
decentralized system of school administration, which was highly unequal
(Mardones 2007; Raczynski 2008). In this case, a nontraditional, unexpected
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actor triggered policy reform from the bottom up and opened the agenda for
sectoral reform. Policy formation, however, has been top-down, to the extent
that the student body that pressured for reform became so frustrated with the
process that its members left the negotiation table. According to Pribble and
Huber, “The more traditional-statist sectors of the party [Partido Socialista]
favored a reform that explicitly supported the public municipal schools, but
this was rejected for a system that funds poor students regardless of the
school they attend. As a result, the reform will provide funds to private subsi-
dized schools as well as strictly public municipal schools. This aspect of the
reform is in opposition to the preferences voiced by the teachers’ unions,
student organizations, and other base groups” (2008, 23). Despite this social
opposition, the reform (Ley General de Educacion) was approved with the
support of right- and left-wing legislators in June 2008 (Agencia de Infor-
macion Frat Tito para América Latina 2008).

Finally, a pension reform aimed at coping with the extremely low coverage
was approved and went into effect during the first half of 2008. This reform
was also a top-down process, although civil society was selectively invited to
send in proposals to be considered as part of the reform (Consejo Asesor
Presidencial para la Reforma Previsional 2006). Formally, before the reform,
there was a minimum pension for those without contributory coverage.
However, as in El Salvador, 240 monthly contributions were required to be
eligible, a number difficult to achieve even in a labor market considerably less
informal than El Salvador’s. “Since such a long contribution record is beyond
the reach of many Chilean workers, this benefit is unattainable for a large
share of individuals. Similarly, the social assistance pension, which is paid to
the elderly poor, is also unobtainable for some individuals because they do
not qualify for the benefit according to the country’s means test” (Consejo
Asesor Presidencial para la Reforma Previsional 2006, 17-18). Among the
measures in the reform is the introduction of a universal pillar into the priva-
tized system. This pillar will replace both existing mechanisms and will fund
old-age, disability, and survivor benefits to individuals currently without
coverage. This basic universal pension will be available to the bottom 60% of
the income distribution. In addition, informal workers will have the same
benefits as formal workers with a contract (i.e., family allowances and work
injury protection) (Pribble and Huber 2008).?

In summary, Chilean social policy was deeply reformed during the mili-
tary dictatorship of the 1980s. Since democratization in 1990, various policy
measures have changed previous reforms, specifically to enlarge the role of
public resources to decommodify risk management, but without substan-
tially altering the central role of markets and the private sector. Policy forma-
tion has been markedly top-down and has revolved around technocratic
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elites linked to political parties in office, but has also been quite powerful on
its own terms.

EL SALVADOR: WEAK COALITIONS, CONTINGENT ON POLICY SECTORS,
AND AFTER A MIX OF RESTORATION AND TRANSFORMATION

Since 1992, when the peace accords were signed, there has been significant
policy change in El Salvador. However, it is important to note that the politi-
cal and socioeconomic context differs vastly from the contexts in Chile and
in Costa Rica. First, the neoliberal economic and social reforms that took
place during the 1990s were embedded in the context of post-civil-war recon-
struction. Second, the point of departure was a residual, exclusionary social
policy regime with extremely low coverage and clearly insufficient levels of
social spending. In addition, the formal labor market is much less capable of
absorbing labor than in Chile or Costa Rica, while the rate of self-employment
is more than double and emigration is a primary source of income, both for
families and for the country as a whole. In addition, trade unions are forbid-
den among public servants and thus are limited to very specific sectors such
as autonomous state institutions (Almeida and Delgado 2008).

Educational reforms were launched in the first half of the 1990s during the
post-civil-war “honeymoon” period between the right-wing ARENA and the
left-wing FMLN (Gallardo 2008). The reform promoted decentralization, but
in a very unique context: the former guerillas, now a political party, de-
manded that the large number of schools and teachers located in previously
guerrilla-controlled regions be integrated into the formal education system.
The reform took place after an agreement between negotiators for the FMLN
and ARENA and was supported by teachers” unions, closely related to the
left-wing political party (Gallardo 2008). Although this reform was negoti-
ated among elites, it had a larger, societal support base and was also bipartisan,
involving key leaders from both the FMLN and ARENA. Once this specific
postwar negotiation was left behind, subsequent measures maintained this
bipartisan support but followed a top-down rationale, except when more cor-
porative issues such as wages and contracts were addressed.

In contrast, pension reforms were carried out unilaterally by the govern-
ment in the late 1990s without the support of the political opposition, but
with no strong social opposition either. With the 1996 reform of the pension
system, pensions went from a collective pay-as-you-go system to one based
on private individual savings and accounts. Because the former system ben-
efited just a few, one of the arguments that drew favorable public opinion was
that the new system would increase coverage and opportunities for those ex-
cluded from all social protection. However, with the very large informal sector,
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the proportion of the population actually contributing has up to now re-
mained as low as before (Argueta 2007). Moreover, access to the minimum
pension is among the most restricted in Latin America because of the require-
ment of 240 monthly quotas for eligibility (Mesa-Lago 2003). Meanwhile,
public debt to private insurance businesses is fairly large because people who
switched from the public sector to private insurance at some point must also
take their savings with them, and thus social expenditures are more regressive
than before. Therefore, the reform, instead of extending coverage, has actually
reduced it. Additionally, the reform forced the state to transfer a very large
amount of resources to private administrators of pension funds (Gallardo
2008), and the government is predicted to face major public debt challenges
in 2011. In fact, it is already experiencing pressure on other social policy sec-
tors (such as education and health) (Martinez 2008).

In the health-care sector, an overarching sectoral reform has had many
setbacks. During the first half of the 1990s, several organizations from differ-
ent ideological backgrounds carried out analyses of the system. During the
second half of the 1990s, a national board that encompassed a fairly heteroge-
neous set of interests and viewpoints came to an agreement. Although this
agreement was still somewhat vague, it provided a reasonable framework for
strengthening public services, both in funding and in provision. However,
very unexpectedly, and contrary to what had been agreed on by the different
sectors, President Francisco Flores (1999-2004) unilaterally sent a proposal
to Congress with a much more neoliberal bent than was anticipated. As a re-
sult of the closed and top-down nature of this proposal (Homedes et al.
2000), a coalition of actors opposing the privatization of funding and provi-
sion of health services took to the streets. Medical unions and other profes-
sional health-care organizations were the primary actors in the coalition but
were strongly supported by women’s organizations, users, and citizens, as
became evident in the impressively large demonstrations, known as the
marchas blancas (Almeida and Delgado 2008). The coalition was successful
in opening up a space for negotiations between distinct actors—for example,
business, doctors, and human resource trainers—and several general agree-
ments were reached (with the exception of funding and service delivery).
Eventually, Flores’s reform was vetoed, and a new national board was estab-
lished. However, the confrontation between pro-state and pro-market sup-
porters following Flores’s initiative drained much of the previous political
and social energy to negotiate reform that had existed before Flores’s un-
expected proposal. A golden opportunity for a more consensual reform had
unfortunately been missed (Choussy 2008). Since then, the primary source of
disagreement has been whether to unify and integrate private subsystems,
public programs and social security or to privatize a greater range of services.
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A new law that created some conditions to unify services was approved in late
2007. However, this law was opposed by the FMLN and health-care unions,
who contend that the reform opens doors to further privatization (Menjivar
2008; Orellana 2008). Overall, health-care alliances among unions and users
have been important in delaying the pace of reforms. This coalition has been
mostly defensive, driven by an antiprivatization agenda.

In the area of social assistance, the conditional cash-transfer program Red
Solidaria was established in 2005. Like the pension reform, it was top-down,
but in contrast to the pension reform, this program expanded rather than
retrenched social assistance. Led by a technical team and with strong and
direct political support from President Antonio Saca (2004-9), Red Solidaria
targets rural children living in extreme poverty. As in other programs of this
kind, the program transfers income (US$30 every two months), contingent
on school attendance and health monitoring. Unlike many of these pro-
grams, Red Solidaria pursues training among mothers and, although still
only theoretically, foresees measures for income generation. This support has
been very well received (Gochez 2008) by the 83,654 beneficiary families
(Government of El Salvador 2009) in a country in which the majority of the
population has had little or no experience with state redistribution. In fact,
assessments show a sense of gratitude toward the government and more spe-
cifically toward the president, rather than a perception of such assistance as
a “right” (Gbchez 2008). It is therefore uncertain whether the program contrib-
utes to collective action among recipients and/or alliances with other sectors
such as nongovernmental organizations in charge of training and follow-up of
families. So far, the relationship is very much one-on-one, between the pro-
gram and individual recipients.

Overall, in comparison with the early 1990s, low-income groups’ access to
social services, although still basic, has somewhat improved, while middle-
class access has worsened. However, improved or worsened access is not nec-
essarily the result of collective action or autonomous organization but reflects
technocratic and residual patronage. Nonetheless, within the context of tight
bipartisan electoral competition, increased access does give the poor elec-
toral power. For example, neither the Right nor the Left would dare to remove
cash transfers at this point. Moreover, during the electoral campaign that led
to the first left-wing government in the history of El Salvador in 2009, the
right-wing party ARENA promoted many of the long-term redistributive
claims made by the Left, such as antipoverty and pro-equity measures, some-
thing that was unthinkable just a decade ago.

In summary, starting from an exclusionary social policy regime that was
weakened during the war, the role of societal versus elite coalitions varies
with the social policy sector: bipartisan and societal in education; right-wing
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and top-down in pensions; top-down but distributive in social assistance;
and societal and defensive rather than transformative in health care.

Conclusions

The evidence from the exploratory analysis of three contrasting Latin Ameri-
can countries presented in this chapter shows that the type of welfare regime
does provide relevant clues to understand the existence of societal distribu-
tional coalitions and their effect on redistribution. It suggests that societal
coalitions have been and may continue to be weak in market welfare regimes,
strong in state welfare regimes, and sector based in familialistic welfare re-
gimes. However, distribution has often been triggered by elite rather than
societal distributional coalitions. Of course, with elite coalitions, the scope of
distribution has largely depended on the ideology of the elites involved in
top-down policy design and implementation. These findings suggest that we
need to explore the role and nature of distributional coalitions further, in the
context of intraregional variations and patterns in welfare and social policy
regimes. To this purpose, we need to bring in cultural dimensions and relate
research on welfare regimes to pioneering studies on elites’ perceptions of pov-
erty and inequality as presented by Elisa Reis (see chapter 3 in this volume).

For better or for worse, different welfare regimes have margins of action
that are structurally distinct, reflecting particular historical trajectories of de-
grees of commodification achieved by the workforce, as well as degrees to
which risk management has been transferred from families (and unpaid work)
to the field of public policy. State-led welfare regimes, such as Costa Rica, Brazil,
and Uruguay, clearly differ from the market-led welfare regimes of Argentina
and Chile in the extent to which liberal reforms—based on privatization, de-
centralization, and targeting—have taken place during the past two decades. In
addition, countries with familialistic welfare regimes differ from countries
under market- and state-led welfare regimes in that they have weaker and less
extensive social policies. Therefore, the same targeted social programs that meant
retrenchment of social policy in market- and state-led welfare regimes actually
implied an expansion of redistribution in familialistic welfare regimes.

In all three countries, the question remains whether social policy changes
will have sufficient effects to transform the welfare regimes within which so-
cial policies exist, as well as their ability to generate more equitable distribu-
tion. Our analysis indicates that such a transformation would require moving
from elite to societal distributional coalitions in Chile. In El Salvador, on the
other hand, elite coalitions may make a considerable difference, given the
ideological change that has taken place among the elite in office, from a right-
wing to a left-wing government. Because social needs are very pressing, such
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a government may also require a combination of reliance on and detachment
from societal distributional coalitions. In Costa Rica, finally, transforma-
tions may require drawing from societal coalitions that have proved quite
effective in maintaining the redistributive effects of social policies. Such co-
alitions, however, have clashed and may continue to clash with elites in office
who aim at moving more toward the Chilean approach to redistribution.

In all three countries, welfare regimes are under stress because of tensions
between elites and interest groups, whether these are in favor of distribution or
not. These tensions seem to move toward more protection in Chile, less protec-
tion in Costa Rica, and more effective state participation in El Salvador.

Notes

1. For taxation, the other key policy component of redistribution, see chapter 10 of this volume.

2. Accounting for no more than 1% to 2% of GDP and no more than 10% of social spending,
these programs are relatively cheap but allow bypassing political constraints to move from con-
tributory, regressive policies to reaching a wider scope of the population (see Filgueira et al., chap-
ter 8 in this volume). In addition, these programs gained political support from neoliberal parties,
which claim that social policy should be targeted to the poor alone.

3. We mean inequality of outcomes. For the distinction between inequality of outcomes and
inequality of opportunities, see chapter 2 by Anna Crespo and Francisco Ferreira in this volume.
So far, no investigation that we are aware of has looked into how welfare regimes perform with re-
gard to inequality of opportunity. Because welfare regimes help simplify a rather complex regional
reality, such research could make an important contribution to public policy making.

4. This familialism is qualitatively distinct from that of European and North American countries.
In those regions, familialism is a more specific concept, referring to countries in which families are
expected to take on the responsibilities of care work almost exclusively. In Mediterranean Europe, for
example, the role of the state in care is relatively small compared with the role of the family. These
countries are distinct from other European countries, in which a large share of the care work is left to
the market (as in the United States) or to public social programs (as in Sweden). In contrast, in Latin
America, we find ourselves confronted with a much broader notion of familialization. Families are
expected not only to take on the responsibilities of care work but also to transform themselves into
productive units and networks of social protection, particularly because of the weakness or disap-
pearance of the boundaries between the different practices of resource allocation. This broadening of
family roles involves changes in gender roles (Martinez and Voorend 2009).

5. We are aware that social inequalities do not automatically translate into political preferences
(see Blofield and Luna, chapter 5 in this volume). That said, this chapter seeks to make a contribu-
tion toward better understanding whether and how social structures actually are reflected in de-
mands for redistribution.

6. These three countries are also case studies for a larger research project being conducted by
Martinez Franzoni and Voorend at the Institute of Social Research (University of Costa Rica) that
addresses the complex interrelations between welfare regimes and gender relations.

7. As Jeremy Seekings pointed out when reading a previous version of this chapter, “Including
and excluding social security is methodologically difficult when you are comparing countries that
have socialized versus what I call semisocialized systems. In South Africa, for example, standard
data exclude social security, although there are many statutory obligations and restrictions on
’privatized’ contributory systems, and there may be extensive socialization of risk at the industrial
level even if not at the national level” (personal communication, April 2008).

8. It is important to note here that there exist considerable discrepancies in data on Gini coeffi-
cients in the three countries. For reasons of comparison, we use the data as presented in CEPAL
(2009) for all three countries.
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9. The progressiveness of social policy is either positive or negative, depending on policy de-
sign. A targeted policy may be more progressive than a universal policy that seeks to reach the
middle and middle-upper class.

10. For Chile, data do not allow cross-time analysis.

11. The 2004 data comes from a special household survey on income and spending conducted in
Costa Rica this year. It is not part of s series but is comparable to a similar 1988 survey. While it is
more accurate than regular household surveys, data is not directly comparable to the data used by
CEPAL. This is why table 11.4 does not include these data.

12. The term “formal workers” is not equivalent to permanent formal workers. Being employed
in the formal sector does not necessarily mean having a stable and permanent formal job. Many
workers in the formal sector work on contract base, for professional services. These workers are not
protected by the norms established under the Chilean Labor Legislation, nor do they have the same
access to social security benefits as a permanent formal workers (Sisto 2009).
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