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This edition of the Social Panorama of Latin America examines the social impact of
an unprecedented crisis. The effects of the coronavirus disease (COVID-19) pandemic
have spread to all areas of human life, altering the way we interact, crippling economies
and bringing about profound changes in societies. The pandemic has highlighted and
exacerbated the major structural gaps in the region, and “[tlimes are highly uncertain,
with clarity on neither the route out of the crisis nor the speed at which it may be
achieved” (ECLAC, 2020h, p. 13). It is clear that the costs of inequality have become
unsustainable and that it is necessary to rebuild with equality and sustainability, aiming
for the creation of a true welfare state, long overdue in the region (ECLAC, 2020h).

This document analyses the social trends that preceded the pandemic and seeks
to measure its socioeconomic impacts in 2020, especially with regard to poverty and
inequality, along with paid and unpaid work. It also examines public social spending
trends in the countries of the region, the social protection measures adopted by the
governments of Latin America and the Caribbean in response to the effects of the
pandemic and the social unrest in the region prior to the crisis. In view of the unequal
effects of the pandemic on women and men, there is also a call to invest in the care
economy as a strategic sector for reactivation with equality.

On 30 January 2020, the World Health Organization (WHO) declared COVID-19
a public health emergency of international concern. The first case in the region was
detected in Brazil on 25 February 2020 and, following the reporting of cases that
reflected community transmission on all continents, WHO declared on 11 March that
the COVID-19 outbreak could be characterized as a pandemic. Although the pandemic
is constantly evolving, the available data show that Latin America and the Caribbean
has been one of the regions hit hardest by the coronavirus, in terms of both the number
of cases and the number of deaths. Despite the fact that the region was home to just
8.4% of the world'’s population in 2020, it accounted for 18.6% of cumulative COVID-19
infections and 27.8% of COVID-19 deaths as of December 2020."

The countries of Latin America and the Caribbean face challenges on several fronts
to control the pandemic. The spread of COVID-19 and its economic and social effects
are exacerbated by the region'’s structural problems: primarily, high levels of inequality,
labour informality, lack of social protection, poverty and vulnerability. The region is
also characterized by weak and fragmented health and social protection systems and
growing marginalized urban settlements that lack access to basic services. In addition,
it is affected by considerable migratory flows and population displacement, as well as
conflicts of various kinds, and suffers disproportionately from the consequences of
the climate crisis.

CQOVID-19 emerged in a region marked by a social inequality matrix structured
by axes such as socioeconomic stratum, gender, life cycle stage, ethnicity or race,
territory, disability and migratory status. These give rise to multiple, often simultaneous,
scenarios of exclusion and discrimination that lead to greater vulnerability to the health,
social and economic effects of the disease. In terms of health, these inequalities are
manifested in coverage, effective access, health service performance, and the basic
health conditions of people and communities (ECLAC/PAHO, 2020). However, they are
often obscured by problems relating to data availability. For example, in Latin America
and the Caribbean, only Brazil and Colombia report confirmed cases and deaths

! Data available at 31 December 2020 (see [online] https://covid19.who.int/).
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from COVID-19 among people of African descent.2 Shedding light on inequality and
factoring it into the pandemic response is key. In the current context, and from the
perspective of the social determinants of health, the deterioration in the economic
conditions of households, with the resulting increase in food insecurity (FAO/ECLAC,
2020), could give rise to a vicious circle of poverty and poor health for large swathes
of the population, which will have long-term repercussions on societies. In particular,
in times of crisis, social protection deficiencies can have a catastrophic impact on
the comprehensive development of children and adolescents, with critical impacts
on the exercise of their rights and human capacity development. Although children,
adolescents and young people are not the most affected by the disease in terms of
health, they may end up being among the biggest victims of the crisis, owing to the
effects of the temporary closure of schools and the socioeconomic crisis affecting
their households.

The effects of the pandemic on the population’s living conditions are compounded by
the gradual increase in poverty and extreme poverty and the slowdown in the reduction
of inequality in the five years prior to the coronavirus crisis. Despite the progress made
in the reduction of poverty and inequality and the expansion of the middle-income
strata between 2002 and 2014, the region’s economic and social progress was already
showing clear signs of stagnation before the pandemic, and public discontent was
growing. From 2014 to 2019, GDP for Latin America and the Caribbean rose by an
average of just 0.3% per year (ECLAC, 2020a). In Latin America, the percentage of
extreme poverty increased from 7.8% to 11.3% of the population and that of poverty
rose from 27.8% to 30.5% (see figure 1). Similarly, the reduction in the Gini coefficient
had slowed from an average of 1.1% per year from 2002-2014 to 0.5% per year from
2014-2019. Moreover, from the end of 2019, citizens of several countries had expressed
their unease, discontent and dissatisfaction with the political system and its players in
large protests in which they demanded greater social justice.

It is also important to recognize the specific challenges facing the countries of
the Caribbean. Before the pandemic, these countries had high levels of public debt
owing to their need for financing to recover and rebuild their production structures
in the face of recurrent climate disasters, which has limited their fiscal capacity to
respond to the pandemic (ECLAC, 2020d). The knock-on effects of the pandemic
in the tourism sector, relating to employment, household income and government
revenue, are greatest in the Caribbean, where the sector employs some 2.4 million
people and accounts for 15.5% of GDP This is compounded by heavy dependence
on imported food and other goods, which threatens supply chains in these countries
(ECLAC/PAHO, 2020).

2 In Brazil, at 7 December 2020, 203,107 people of African descent had been hospitalized with COVID-19 (38.3% of the total) and
73,333 had died from the virus (42.3% of the total). See [online] https://www.gov.br/saude/pt-br/media/pdf/2020/dezembro/11/
boletim_epidemiologico_covid_40-1.pdf. In Colombia, at 14 September 2020, the Ministry of Health and Social Protection had
reported 21,944 confirmed cases of COVID-19 (3% of the total) and 885 deaths from the virus among the Afrodescendent population.
See [online] https://www.datos.gov.co/Salud-y-Protecci-n-Social/Casos-positivos-de-COVID-19-en-Colombia/gt2j-8ykr.
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Figure 1
Latin America (18 countries):? poverty and extreme poverty, 1090-2020
(Percentages and millions of people)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).

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

b The figures for 2020 correspond to projections that take into account the effect of emergency transfer programmes.

In 2020, projections relating to economic and social indicators in Latin America
and the Caribbean outline a very complex scenario, linked to both internal and external
factors. In order to curb the spread of the coronavirus, prevent health systems from
being overwhelmed and reduce human losses, governments have adopted quarantine
and physical distancing measures. In many cases the population has been confined
to their homes as a way of minimizing contact, especially at close range or in closed
environments, which has been shown to increase the likelihood of contracting the
virus (ECLAC, 2020b). Thus, entire sectors of the economy have had their activity
curtailed or temporarily reduced to zero as a result of the measures taken. Moreover,
demand for the region’s exports has dropped sharply because of the adoption of similar
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measures in the rest of the world. As a result, ECLAC has estimated that the GDP of
the economies of Latin America and the Caribbean as a whole wiill fall by 7.7%, and
that the unemployment rate will rise by 2.6 percentage points (ECLAC, 2020a). This
severe economic recession implies a worsening of living conditions, with substantial
increases in unemployment, poverty and inequalities.

What follows is the discussion of three issues that must be examined in order
to understand the development of the pandemic in the region: the risk factors linked
to urbanization and metropolitanization, and their effects on health and education.
Subsequently, the main findings of this edition of the Social Panorama of Latin America
are presented with respect to poverty and inequality, the labour market, social protection,
social spending, the care economy and social unrest. Finally, the main public policy
messages of this report are outlined.

A. Risk factors: urbanization and
metropolitanization, overcrowding
and lack of access to basic services

In Latin America and the Caribbean, 81% of the population lives in areas classified as
urban according to national definitions, making it the most urbanized developing region in
the world (United Nations, 2019a).3The region also stands out for its metropolitanization,
as 35% of the population lives in cities of 1 million or more inhabitants and there
are five megacities with 10 million or more inhabitants (Buenos Aires, Mexico City,
Lima, Rio de Janeiro and Sao Paulo) (United Nations, 2019a; ECLAC, 2020f). This is an
important risk factor, because COVID-19 spreads more rapidly in densely populated
areas such as urban and metropolitan areas. As of July 2020, it was estimated that
urban areas accounted for more than 90% of reported cases of coronavirus worldwide
(United Nations, 2020a).

The region’s metropolitan areas reflect a pattern of overconcentration of COVID-19
infections and deaths, although there are exceptions. Figure 2 shows the overconcentration
of infections and deaths in major administrative divisions, where the most populated
cities in Latin America are located. This is especially the case in countries where 30%
or more of the population lives in major administrative divisions —such as Argentina,
Chile, Costa Rica, Guatemala, Paraguay and Peru— although there are also exceptions,
such as Panama and Uruguay.

The region’s cities and metropolises reflect an accumulation of various types of
deficiency that represent significant COVID-19 risk factors, such as overcrowding,
lack of access to water and sanitation services, electricity and the Internet, and the
precariousness and saturation of public transport. Owing to the high level of residential
segregation in Latin American cities, these deficiencies are unevenly distributed
within them, between rich and poor neighbourhoods, and, therefore, between the
high-income and low-income strata of the population. The combination of a high level
of urbanization and accumulated deficiencies not only influences the magnitude and
impact of the pandemic, but also its differentiated effect on population groups, as the
low- and lowermiddle-income population is hit the hardest.

3 Using the criterion of the population living in towns of 20,000 or more inhabitants, this percentage is around 70% for

15 Latin American countries (ECLAC, 2020f).
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Figure 2
Latin America (17 countries): population, COVID-19 infections and COVID-19 deaths in major administrative
divisions relative to countries' total populations, 2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official data from the countries systemized by the Pan American Health
Organization (PAHO).

Overcrowding is notable for its close link to the spread of the virus —because of the
risk of infection associated with sharing a room and the difficulties of complying with
guarantine and confinement measures—, as well as its link to socioeconomic status. In
2019, based on the threshold of more than two people per bedroom, 30% of the region’s
urban households and over 50% of poor households were overcrowded (see figure 3).

Figure 3
Latin America (11 countries)? overcrowded urban households, based on overcrowding thresholds and poverty status, 2019
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
@ The countries included are: Argentina (urban areas), Brazil, Costa Rica, Dominican Republic, Ecuador, El Salvador, Honduras, Panama, Paraguay, Peru and Uruguay.
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Figure 4
Latin America (5 countries): distribution of the indigenous and non-indigenous population by level
of vulnerability in living conditions at the municipal level, 2015-2018
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The deficiencies in access to services and in living conditions, which prevent an
optimal response to the pandemic, intersect with and reinforce the various axes of the
social inequality matrix, placing at a particular disadvantage the indigenous population
of 58 million people (ECLAC/FILAC, 2020) and the Afrodescendent population of
134 million people (ECLAC, 2020i).

The structural inequalities of a political, economic, social, environmental and health
nature that affect indigenous peoples create a scenario of greater vulnerability and risk
in relation to COVID-19 among traditional coommunities and large groups of indigenous
people living in urban areas, and complicate the mitigation of the socioeconomic impact.
In five countries that account for 80% of the region’s indigenous population and for
which recent census data are available (Chile, Colombia, Guatemala, Mexico and Peru),
more than eight million indigenous people lack access to drinking water in their homes,
making it impossible for them to practice frequent handwashing, which is essential to
prevent infection. In addition, large segments of the indigenous population have limited
access to basic sanitation services in the home.* Similarly, there is a higher level of
overcrowding among indigenous populations, which makes it extremely difficult to
adopt preventive measures for safe confinement. Based on the combination of these
three variables that are crucial to the prevention of infection, a vulnerability index has
been estimated at the municipal level that systematically demonstrates the inequalities
affecting indigenous peoples. In the five countries analysed, the proportion of the
indigenous population living in municipalities with high or critical levels of vulnerability
is much higher than that seen among the non-indigenous population, with Colombia
and Guatemala reflecting the most extreme situations (see figure 4).
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of special processing of census microdatabases.

The Afrodescendent population must also face the pandemic in a scenario of deep
social inequalities determined by structural and institutional racism and expressed, for
example, in high levels of poverty, unequal access to education, precarious housing
conditions, more limited access to health services and greater participation in informal

4 This situation affects 7 out of 10 indigenous people in Guatemala, 6 out of 10 in Peru, 50% of indigenous people in Colombia
and 20% in Mexico, proportions that are much higher than those recorded for non-indigenous people in each of these countries.
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employment, among other indicators. Not only do the pre-existing socioeconomic
conditions of Afrodescendants make it very difficult for them to follow physical
distancing recommendations, but also, the high prevalence of health problems among
this population group, such as hypertension and diabetes, makes them very vulnerable
to the effects of COVID-19.

Unequal access to health systems, institutional discrimination and the lack of an
intercultural perspective in health services represent a considerable barrier to equal
access to the health system for people of African descent and indigenous peoples. In
view of this situation, it is important to implement communication strategies with an
intercultural approach to inform about the virus and implement prevention measures,
testing and treatment (ECLAC, 2020i).

B. The weakness of health systems
and the multiple effects on the health
of the population

Public spending on health in the region remains far from the target of 6% of GDP
recommended by the Pan American Health Organization (PAHQO), and there are
problems relating to the allocation of resources. Funding for primary care does not
reach the recommended benchmark of at least 30% of public health expenditure, and
in countries where this does occur, the absolute amounts are extremely low (Cid and
others, 2020). All this is detrimental to the efficiency and quality of the health system,
and households face a high level of financial vulnerability that impoverishes them by
forcing them to make large out-of-pocket payments when they access the system
(ECLAC/PAHO, 2020).

Although significant efforts have been made in recent decades to strengthen health
systems in the countries of the region, these systems remain weak and their capacity
to manage the pandemic is very uneven (Burki, 2020). The challenges range from the
lack of access to drinking water and personal protective equipment to the scarcity
of respirators or beds in intensive care units (ECLAC, 2020e). Responses to these
challenges are provided through complex organizational systems that each country
has developed according to its history, resources and priorities (Moller, 2020). There
are segmentation problems that have given rise to several subsystems within the
same country, with dissimilar results in terms of equity. The various characteristics of
health systems may favour or curb the spread of COVID-19. Also, once the disease is
contracted, the health service response may play a decisive role in patients’ prognoses.

In the countries of the region, there are large barriers to access to health services
and limitations in terms of the availability of human resources (PAHO, 2017) and health
infrastructure (see figure 5). When infection levels are high, countries with fewer beds
and health workers have less capacity to respond to severe cases and little room
to reorganize their available resources. The figure also shows the situation of three
countries —ltaly, Spain and the United States— which, although not in the region, faced
considerable pressure on their health systems because of COVID-19. Although these
countries have more hospital beds and health personnel per capita than many of those
in Latin America and the Caribbean, they still recorded some of the highest rates of
deaths owing to COVID-19 in the world (Mdller, 2020). This supports the notion that the
fight against the pandemic is as much a matter of containment and mitigation outside
the hospital setting —with actions at the primary level and in communities— as it is in
hospitals, which must be prepared and have sufficient staff, equipment and supplies.

Introduction
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Figure 5

Latin America and the
Caribbean (33 countries),
ltaly, Spain and the
United States: number
of hospital beds and
medical and nursing
staff, latest available year
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Source: S. Mdller, “Intervenciones sociosanitarias y uso de las tecnologias de la industria 4.0 para enfrentar la enfermedad por
coronavirus (COVID-19) en América Latina y el Caribe”, Social Policy series, No. 234 (LC/TS.2020/87), Santiago, Economic
Commission for Latin America and the Caribbean (ECLAC), 2020.

The pandemic has increased mortality in the region. At 31 December, there were
around 507000 deaths owing to COVID-19 in Latin America and the Caribbean, which
will most likely affect mortality and life expectancy in the countries (ECLAC, 2020e).5
The impact on life expectancy will depend on a number of factors, such as the duration
of the pandemic, the prevalence and lethality of the disease in each country, and the
population’s access to vaccines when they become available, among others. Also, while
mortality is the most dramatic outcome of COVID-19, the long-term health effects for
people who have recovered from the virus are still unknown.8

Although measuring the COVID-19 fatality rate is a major challenge,’ the probability
of dying after contracting the virus is higher for older persons (Baqui and others, 2020;
Meyerowitz-Katz and Merone, 2020) and people with pre-existing chronic diseases
(Hanlon and others, 2020, Nepomucene and others, 2020). People over 60 years of
age thus account for a substantial proportion of COVID-19 deaths, as can be seen in
the analysis of mortality rates by age (see figure 6).

With regard to the impact of the pandemic on the total fertility rate,® much will depend
on access to sexual and reproductive health services, particularly contraceptive methods,
and on the duration of the crisis. This rate may decline depending on the impact of the
pandemic on reproductive decisions and on the postponement of childbearing owing to
the economic uncertainties associated with the crisis. In principle, even with fluctuations,
the downward trend in fertility levels recorded in the region would not be affected. In times
of crisis, for example during the Zika virus epidemic in Brazil in 2016 (Castro and others,
2018; Marteleto and others, 2020), the number of live births declines some time after the
start of the outbreak —usually nine months—, but later returns to the expected level.?

5 Before the pandemic, a total of 4.2 million deaths were expected in Latin America and the Caribbean, based on the average
annual estimate for the period 2015-2020 (United Nations, 2019b).

6 Carfiand others (2020) and Yelin and others (2020) report on neurological, cardiovascular, respiratory, psychiatric and other sequelae.

7 While the COVID-19 mortality rate refers to the number of deaths owing to the virus in relation to the total population, lethality
refers to deaths from COVID-19 among those infected with the virus. Lethality is much more difficult to estimate, because it is
hard to specify the size of the infected population (symptomatic and asymptomatic). Most countries concentrate their testing
on symptomatic people and do not conduct universal or random testing on the general population (Peto, 2020).

8 The total fertility rate is the average number of children that would be born to a woman belonging to a hypothetical cohort of
women who during their fertile lives had children in accordance with the fertility rate by age over a specific study period and
were not exposed to mortality risks from the time of their births to the end of their childbearing years.

9 This was also found in studies such as that of Stone (2020) in relation to other epidemic outbreaks and those of Adsera and
Menendez (2011) and Lee (1990) in relation to periods of economic crisis.
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Figure 6
Latin America (4 countries): age-specific mortality rate of coronavirus disease (COVID-19), to 31 October 2020
(Cumulative number of deaths per 1,000 persons)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Demographic Observatory Latin America and the Caribbean, COVID-19 mortality: Evidence
and scenarios, on the basis of United Nations, “2019 Revision of World Population Prospects”, 2019 [online] https://population.un.org/wpp/; Ministry of Health
of Brazil, “Painel Coronavirus” [online] https: //covid.saude.gov.br; Department of Health Statistics and Information (DEIS), Chile [online] https://deis.minsal.cl;
National Institutes of Health, “Situacién de COVID-19 en Colombia” [online] https://sig.sispro.gov.co/SituacionCovid; Ministry of Health of Peru, “Sala Situacional
COVID-19 Perd” [online] https://covid19.minsa.gob.pe/sala_situacional.asp.

It should also be noted that the effects of the pandemic on health are not limited
to those directly related to the virus. The pandemic has caused a shift in the control of
communicable and non-communicable diseases: in the region’'s weak and underfunded
health systems, care has been postponed or interrupted owing to the need to reassign
budgets and health workers to cope with the onslaught of the pandemic (ECLAC/PAHQ,
2020). Many people also choose, when they can, not to seek medical services for fear
of infection in health-care facilities. As a result, the control of chronic non-communicable
diseases such as diabetes and hypertension has been particularly affected (ECLAC/
PAHO, 2020), although there are also limitations in access to sexual and reproductive
health, maternal and child health and mental health services. Thus, the pandemic is
having profound indirect repercussions, with potentially long-lasting effects on the
health of the population of Latin America and the Caribbean.

C. School closures, distance learning
and the digital divide

In 2020, the pandemic led to the mass closure of education institutions to prevent and
curb the spread of the disease. In total, 32 countries closed their education institutions,
which affected more than 165 million students at all levels (see figure 7). Most countries
have established forms of distance learning through various modalities, such as the
Internet, television or radio (ECLAC/UNESCO, 2020). Subsequently, education authorities
began to prepare or implement the return phase, which involved adapting protocols
and spaces, and designing protection measures and plans to support the emotional
well-being of the education community and for the recovery of teaching processes.°

10 As of June 2020, some countries in Latin America and the Caribbean began reopening schools gradually. In the Plurinational State

of Bolivia, the government decided to end the school year early, in July, given the limited access to the Internet in households
and the resulting difficulty of continuing the teaching process.
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Figure 7

Latin America and the Caribbean (33 countries):® adoption of measures to suspend classes
and students affected, by date, 2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of United Nations Educational, Scientific and Cultural Organization (UNESCO).

@ Antigua and Barbuda, Argentina, Bahamas, Barbados, Belize, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Costa Rica, Cuba, Dominica, Dominican Republic,
Ecuador, EI Salvador, Grenada, Guatemala, Guyana, Haiti, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Plurinational State of Bolivia, Saint Kitts and
Nevis, Saint Lucia, Saint Vincent and the Grenadines, Suriname, Trinidad and Tobago and Uruguay.

While the pandemic has presented an opportunity in terms of adaptation and innovation
in education systems, through digital media and distance education, prolonged school
closures may lead to a learning crisis and constitute a “generational catastrophe’, which
could jeopardize decades of progress and deepen existing inequalities (United Nations,
2020b). The disruption or interruption of curricula and education processes increases
gaps in learning and skills, in academic progression and in the completion of different
levels of education, particularly from secondary education onward and, to a greater
extent, in higher education.

The interruption of the school cycle mainly affects students who were disadvantaged
prior to the pandemic, as it has worsened education gaps related to gender, age,
socioeconomic status, area of residence or disability status. The effects on learning are
expected to be greater in children under eight years of age, who do not yet have the
necessary tools to be able to adapt to distance learning processes, especially those from
more disadvantaged backgrounds with fewer cultural resources at home.™ Similarly,
school closures affect boys and girls differently. Given the distribution of care roles in
our societies, girls are at greater risk of being overburdened with domestic and care
work that may hinder the continuity of their education. They are also more vulnerable
to domestic and sexual violence while in confinement. It is therefore essential to
strengthen protection strategies with a gender perspective.

The crisis is expected to increase the risk of vulnerable students dropping out of
school, given that the interruption of face-to-face classes decreases the attachment

" The World Bank (2020) estimates that in Brazil, the loss of a quarter of the school year will result in an increase of 6% in the
number of 10-year-old children in learning poverty (i.e. approximately 84,000 additional people). The losses associated with
basic cognitive skills (such as reading and mathematics) are expected to be the easiest to quantify, but the costs related to
learning other skills, such as socio-emational skills, will likely be more difficult to estimate.
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to school and the motivation of students and their families, and this is compounded
by the greater economic difficulties they face. According to UNESCO estimates
(2020), approximately 24 million students at all levels of education around the world
(180 countries) are at risk of not resuming their education after the crisis. In Latin America
and the Caribbean, it is estimated that around three million students face this risk (see
figure 8). The greatest impact in proportional terms is expected on tertiary-level students,
owing to the higher cost associated with this level of studies, and on pre-primary level
students, given the difficulty of continuing distance learning for children of these ages.

Figure 8

Introduction

Latin America and the Caribbean (30 countries)? students at risk of not resuming their education, projections as of June 2020°
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of United Nations Educational, Scientific and Cultural Organization (UNESCO),
“How many students are at risk of not returning to school?”, UNESCO COVID-19 education response. Advocacy paper, 30 July 2020 [online] https://unesdoc.unesco.

org/ark:/48223/pf0000373992.

@ Antigua and Barbuda, Argentina, Aruba, Bahamas, Barbados, Belize, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Grenada, Guatemala,
Guyana, Haiti, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Plurinational State of Bolivia, Saint Lucia, Saint Vincent and the Grenadines, Suriname,

Trinidad and Tobago and Uruguay.

b Projections based on International Monetary Fund (IMF) data on the decline in per capita GDP, historical enrolment, and gender parity index in education. The methodological

details can be found in UNESCO (2020).

Students in countries and households with more limited access to digital technologies
are expected to suffer more in terms of education. Despite advances in the last decade,
a large proportion of students have poor access to the virtual world from home and
little or no skills to take advantage of this resource. In addition, there are gaps in the
capacities of teachers and parents or guardians to support adaptation and facilitate the
continuity of learning processes through these platforms.

Internet access has expanded rapidly in the region in recent years thanks mainly to
mobile connectivity. The expansion of mobile connectivity has provided many people
with freer and more permanent Internet access from almost anywhere, but at the same
time, has made the diversity of situations and opportunities for digital inclusion more
complex (Trucco and Palma, 2020). In addition, access to mobile connectivity does not
guarantee a good-quality connection, since most users only have access to prepaid
plans, with tight restrictions on the type of activity possible. Available data indicate that
most students connect to the Internet via mobile phones, and that the socioeconomic
gaps in Internet access are significant, even for people with these phones (ECLAC/
UNESCO, 2020) (see figure 9).
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Figure 9
Latin America (7 countries): 15-year-old students with access to Internet at home, by connection type
and socioeconomic and cultural quartile, 2018
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Organization for Economic Cooperation and Development (OECD), Programme for
International Student Assessment (PISA), 2018 cited in United Nations Educational, Scientific and Cultural Organization (UNESCO), “How many students are at risk
of not returning to school?”, UNESCO COVID-19 education response. Advocacy paper, 30 July 2020 [online] https://unesdoc.unesco.org/ark:/48223/pf0000373992.

Data collected within the framework of the Programme for International Student
Assessment (PISA) also show how prepared students in some countries in the region
were to do some of their schoolwork using digital media in 2018. These data indicate
that these students used digital media for school activities in different subjects outside
the classroom to a greater extent than inside the classroom, in contrast to students
in OECD countries, who used them in about the same proportion in both cases.
Socioeconomic gaps are reflected in each school activity undertaken by students
outside of school (see figure 10).

The results of PISA 2018 reveal students’ own perception of their digital skills (self-
efficacy). As in the case of other skill sets, the perception of self-efficacy differs based
on the socioeconomic and cultural status and gender of the students (see figure 11).12
Perceived proficiency in the use of digital media increases in students of higher
socioeconomic and cultural status, but so does the gender gap, to the disadvantage
of women. These figures confirm the risk of increased learning outcome gaps among
students because of the pandemic.

The school closures in the region also have consequences for the health and nutrition
of students, particularly for adolescents and young people, and have a greater impact on
women (ECLAC/UNESCO, 2020). The suspension of classes has affected school feeding
programmes (despite the fact that 21 of the 33 countries of the region maintained these
programmes in various forms) and mental health programmes, along with comprehensive
sexual education programmes and the provision of sexual and reproductive health services,
including the distribution of contraceptives. Of particular concern are the mental health
risks arising from increased exposure to the Internet and social isolation. School closures
also limit measures for the detection and prevention of cases of violence against children
and adolescents in the home (ECLAC/UNICEF/Office of the Special Representative of
the Secretary-General on Violence against Children, 2020).

12 Figure 11 shows the results of an index based on 15 self-efficacy indicators. For example, “if | need new software, | install it
by myself”; “if I have a problem with digital devices | start to solve it on my own”; “if my friends and relatives have a problem
with digital devices, | can help them”.
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Figure 10

Latin America (7 countries):® 15-year-old students carrying out activities via Internet, by activity type
and socioeconomic and cultural quartile, 2018
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a Brazil, Chile, Costa Rica, Dominican Republic, Mexico, Panama and Uruguay.

b Index ranging from 015, where 0 is the minimum and 15 is the maximum.

Figure 11

Latin America

(7 countries):? Perceived
self-efficacy® in the use
of digital media among
15-year-old students,
by socioeconomic and
cultural status and
gender, 2018
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In response to the new demands that have arisen during the crisis, teachers and
education staff have had to re-plan and adapt teaching processes, including adjusting
methodology, reorganizing curricula, designing new materials, and diversifying
communication channels through the use of digital resources. At the same time, they
have had to become involved in activities to support the families of their students
through the distribution of food, health products and school materials, among others,
and to contribute to their socio-emotional well-being. This has resulted in an excessive
workload, as these tasks come on top of the care and domestic work they have had to
carry out in their own homes and with their own families, with insufficient capacities
and resources, especially in more vulnerable areas (ECLAC/UNESCO, 2020).%3

According to the results of PISA 2018, 58% of students who participated in the
study, on average, felt that teachers in their schools had the technical and pedagogical
skills needed to integrate digital devices into teaching. Similarly, participants in the
latest Teaching and Learning International Survey (TALIS) (OECD, 2019) reported that
the percentage of teachers that had received training in ICT for teaching in their formal
education or training was 64 % in Brazil, 77% in Chile, 75% in Colombia, 77 % in Mexico
and 53% in the City of Buenos Aires. However, teachers in these countries believe that
they urgently need training in this area and a high percentage of principals (69% in Brazil,
64% in Colombia, 44% in Mexico and 39% in the City of Buenos Aires) reported the
shortage or inadequacy of digital technology for instruction (ECLAC/UNESCO, 2020).

Parents and caregivers have also had to face a situation involving an excessive
workload and few resources to support their children in educational tasks, without
access to pedagogical or digital tools, according to surveys carried out in Argentina'
and Mexico.'® The pandemic has highlighted the importance of care for the sustainability
of life, as well as the unfair distribution of care work to the detriment of women, who
are mainly responsible for these tasks, which now include helping their children to
continue their studies (ECLAC, 2020c).

D. Increasing poverty and inequality

Because of the pandemic, and despite the emergency social protection measures taken
to curb it, poverty and extreme poverty are expected to reach levels not seen for 12 and
20 years, respectively, and distribution is projected to deteriorate in most countries. The
extreme poverty rate and the poverty rate are forecast at 12.5% and 33.7%, respectively,
for 2020. This indicates a total of 209 million people living in poverty at the end of 2020,
22 million more than the previous year. Of this total, 78 million people were estimated
to be living in extreme poverty, 8 million more than in 2019 (see figure 1).

13" In a survey of 7,734 teachers across Brazil, 83.4% said that they did not feel prepared for remote teaching. Even teachers
with experience and training in technology and distance education said they had been caught off guard by the situation. The
survey was conducted by the Peninsula Institute from 23 March—4 April and from 13 April-14 May 2020. See [online] https://
institutopeninsula.org.br/apos-seis-semanas-de-isolamento-professores-brasileiros-nao-receberam-suporte-suficiente-para-
ensinar-a-distancia-nem-suporte-emocional-das-escolas/.

% According to a survey of 500 households conducted from 7—10 May 2020 in the city and suburbs of Buenos Aires, 60% of households
reported that they did schoolwork every day, 28% said they did it less frequently and 12% were unable to because they did not
know how. In households with workers in the lowest occupational strata, only 51% did schoolwork, in contrast to households
with workers in the non-professional and professional middle strata, where 73.8% said they did schoolwork. See the EDSA-
COVID19 special telephone survey, Observatorio de la Deuda Social Argentina de la Universidad Catélica Argentina [online] http://
wadmin.uca.edu.ar/public/ckeditor/Observatorio%20Deuda%20Social/Presentaciones/2020/2020_0BSERVATORIO_EDSA%20
COVID19_INFANCIA-V.pdf.

15 In Mexico, according to a survey conducted in May 2020 via calls to mobile phone numbers selected randomly, which included
a sample of 1,680 people aged 18 and over, only 21.4% of households with children and adolescents said they had no problems
continuing their education. Among those who reported difficulties, these were the most frequently mentioned: 48.5% highlighted
the lack of access to a computer or the Internet; 31.4%, the absence of teacher support; 21%, students’ difficulty in concentrating;
17%, lack of knowledge, and 14.9%, lack of books and teaching aids. See the Follow-up survey on the effects of COVID-19
on the well-being of children and adolescents [online] https://www.unicef.org/mexico/sites/unicef.org.mexico/files/2020-07/
MAY(Q%Z20ENCOVID19Infancia-Presentaci%C3%B3n.pdf.
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Figure 12
Latin America (18 countries):? population by per capita income strata, 2019 and 2020
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG). Figures adjusted for population
projections of World Population Prospects, 2019 revision, and estimated poverty trends in countries for which figures are not available for the years indicated.
@ The countries included are: Argentina, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, El Salvador, Guatemala,
Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Plurinational State of Bolivia and Uruguay.

The increase in poverty and extreme poverty levels would be even greater if
measures to transfer emergency income to households had not been implemented.
Projections that consider only the impact of the pandemic on employment and labour
income show that the poverty rate in 2020 would have increased by 6.7 percentage
points, representing 37.2% of the total population, while the extreme poverty rate would
have increased by 4.4 percentage points to 15.8% of the total population.

The contraction in economic activity owing to the pandemic, and the resulting
job losses and reduction in labour income, are also expected to lead to growth in the
low-income strata overall, and to downward mobility in the middle-income strata. This
is because families in the middle-income strata and the upper level of the low-income
strata earn their income mainly through work, mostly wage employment, and are not
usually targeted by social protection policies and programmes.

Between 2019 and 2020, it is estimated that the low-income strata increased by
4.5 percentage points (about 28 million additional people), compared with a similar
contraction in the middle-income strata (4.1 percentage points, or 25 million fewer people)
(see figure 12). Of a total of around 59 million people who belonged to the middle-income
strata in 2019 and who likely experienced downward economic mobility in 2020, just
over 25 million are estimated to have remained in the middle-income strata, while just
over 3 million are estimated to have fallen directly into poverty or extreme poverty, and
the remainder into the low-income stratum which does not fall below the poverty line.

Regarding the effect of the pandemic on the distribution of household income,
the first factor to consider is the loss of labour income owing to the interruption of
employment. According to projections, the increase in the number of people who stopped
earning labour income in the first quintile (based on 2019 income) is 5.7 percentage
points, and this figure is projected to decrease noticeably in the subsequent quintiles.
In the fifth quintile, the number of people with no income is expected to increase
by 0.7 percentage points. The second factor is the decline in labour income for those
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who remained in employment during the pandemic. The significant decrease in demand
and in the possibilities of performing the usual labour tasks are estimated to have
resulted in a 15% contraction in the average labour income per employed person.
As a result of these dynamics, for people in the first quintile (of 2019), the decline in
labour income is estimated to have been 42 %, while for those in the fifth quintile, the
expected average decrease is around 7% (see figure 13).

Latin America (18 countries): labour income per employed person (multiples of the poverty line)
and variation, by quintile (from 2019), 2019 and 20202
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
@ The countries included are: Argentina, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, El Salvador, Guatemala,
Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Plurinational State of Bolivia and Uruguay.

As a result of these trends, total per capita income inequality is projected to reflect
an increase in 2020, resulting in an average Gini index 5.6% higher than that recorded
in 2019. However, if the transfers made by governments to mitigate the loss of labour
income, whose distribution tends to be concentrated in low- and middle-income groups,
are included, the expected increase in the average Gini index for the region would be 2.9%.

E. Deterioration of labour indicators

Since 2015, labour market indicators have been showing adverse trends in the region,
reflecting a gradual increase in unemployment and a worsening of the quality of
employment (ECLAC/ILO, 2020; Weller, 2020; ECLAC, 2019¢). This is compounded
by the profound effects of the pandemic, which have led to a sharp contraction in
employment. The severity of these effects varies from country to country (see figure
14) and depends on, among other factors, the type, extent and effectiveness of health
restrictions implemented to curb the pandemic and measures to protect employment
relationships, as well as the level of dependence of individual economies on sharply
contracting external demand.

Available data show that the crisis has had a disproportionate impact on informal
workers and women, as they represent a larger share of the workers in some of the
hardest-hit economic sectors, and the burden of unpaid care in households has increased
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as a result of school closures, in a region that already reflected a significant deficit in this
area (ECLAC/UN-Women, 2020; ILO, 2020a and 2020b). Young people, and especially
young women —who represent a larger share of the persons excluded from the labour
market and the education system— are particularly vulnerable to the aggregate effects
of deterioration in the labour market. It is also possible that, in the future, the labour
market will provide fewer opportunities for older persons, whose participation in the
labour force is crucial for their well-being in the absence of universal social protection
systems (ECLAC/ILO, 2018). In addition, ethnic and racial inequalities, along with those
linked to territory, disability or migratory status, are likely to worsen in the labour market
in the time of COVID-19.

Figure 14

Latin America and the Caribbean (12 countries). year-on-year variation in employment, unemployment
and participation rates, by sex, April-June quarter (2020/2019)?
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official information from the countries.

@ In Colombia and Jamaica, hidden unemployment is included. For more information on limitations in comparability between 2019 and 2020 data see annex table A.ll.1 in
chapter II.

b Includes data for 31 urban centres.

¢ Urban areas.

d Figures as of July.

€ Figures as of May.

F. Social protection gaps and responses

Social protection, which aims to guarantee adequate income, promote access to social
services and foster decent work for the entire population, is a right recognized in
numerous national and international legal instruments and is key to eradicating poverty
and significantly reducing inequalities.

Despite the efforts made in the region over the past two decades to expand social
protection coverage (ECLAC, 2019d), the countries are facing the pandemic with wide
gaps and large unprotected population groups, which highlights the fragmentation
and inequalities of their social protection systems and the historical weakness of the
welfare state in the region (ECLAC, 2010). Before the crisis, because of high levels of
labour informality, only 47.2% of employed persons were affiliated with or contributed
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Figure 15
Latin America and the Caribbean (28 countries): persons in households benefiting from emergency cash and in-kind
transfers (2020) and conditional transfer programmes ? simple average by subregion (latest year available)®
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to pension systems, and 60.5% were affiliated with or contributed to health systems.
Also, in 2019, one quarter of people aged 65 and over did not receive a pension. That
same year, conditional transfer programmes covered an average of 18.5% of the
population in the countries of Latin America and the Caribbean.

In the absence of truly universal and comprehensive social protection systems
that guarantee a basic level of consumption and well-being throughout the life cycle,
governments have responded to the pandemic with an unprecedented set of emergency
social protection programmes aimed mainly at households in situations of poverty or at
greater risk of falling into poverty, such as those with informal workers (ECLAC, 2020b).

Containment and quarantine measures adopted to flatten the curve of infection
and prevent the collapse of health systems cannot be sustained over the long term
without maintaining household incomes. This is why emergency social protection
programmes are essential for controlling and mitigating the pandemic and reactivating
the economy (ECLAC/PAHO, 2020), as they allow the implementation of the more or
less strict strategies needed to contain COVID-19 without condemning a significant
share of the population to poverty (Filgueira and others, 2020).

In 2020, 263 non-contributory social protection measures, including cash transfers,
food and medicine deliveries and the provision of basic services, were adopted in
32 countries. It is estimated that cash and in-kind transfers reached, on average, 49.4%
of the population in the countries of the region (see figure 15). These programmes,
which vary in coverage and effectiveness, have been aimed at maintaining consumption
and guaranteeing basic living conditions by adapting and extending existing cash and
in-kind transfers and creating new instruments.

I Measures related to COVID-19

Il Conditional transfer
programmes

Latin America South America Central America, The Caribbean

Mexico, Haiti and
the Dominican Rep.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of official information from the countries; COVID-19 Observatory in Latin America and
the Caribbean [online] https://www.cepal.org/es/temas/covid-19 and Observatory on Social Development in Latin America and the Caribbean, “Social Development
and COVID-19 in Latin America and the Caribbean” [online] https://dds.cepal.org/observatorio/socialcovid19/listamedidas.php.

@ Coverage of conditional transfer programmes or other permanent cash transfer programmes in the last year with information available in the Non-contributory Social

Protection Programmes Database in Latin America and the Caribbean [online] https://dds.cepal.org/bpsnc/cct. Non-contributory Social Protection Programmes Database

Latin America and the Caribbean.

b South America includes: Argentina, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Ecuador, Paraguay, Peru, Plurinational State of Bolivia and Uruguay; Central
America includes: Costa Rica, Dominican Republic, El Salvador, Guatemala, Haiti, Honduras, Mexico and Panama; and the Caribbean includes: Antigua and Barbuda,
Bahamas, Barbados, Belize, Guyana, Jamaica, Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the Grenadines and Trinidad and Tobago.
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G. Increased public social spending
and emergency spending

The pandemic has directly affected decisions on public spending in general and on
social spending in particular. In Latin America, public social spending up to 2019 shows
that the investment of central government resources in social policies maintained the
upward trend seen in the last two decades. On average in Latin America, public social
spending by the central government as a percentage of GDP has risen by 36% overall
since 2000, albeit with a relative stabilization in recent years, accounting for 11.5% of
GDP in 2019. Meanwhile, in five English-speaking Caribbean countries, where central
government social spending accounted for 11.9% of GDP in 2019, there has been some
stability over the past five years.

Spending levels are very heterogeneous across the region, where eight countries
allocate less than 10% of GDP to central government social spending and three
exceeded 17% in 2019, with amounts ranging from less than US$ 200 to more
than US$ 2,500 per capita per year. These amounts increase in countries that report
institutional coverage greater than that of the central government, but the challenge
of expanding the availability of these data to allow for better comparability throughout
the region remains.

In 2020, non-contributory social protection spending in the countries of Latin America
and the Caribbean increased in response to the pandemic, with 73% of committed
resources used between March and August, owing to the urgency of protecting
the income and consumption of affected families. Among the wide variety of non-
contributory measures adopted to protect the income of households affected by the
crisis, cash and in-kind transfers stand out. The effort in terms of additional resources
and budgetary adjustments by the countries of Latin America and the Caribbean to
finance these measures is estimated at about US$ 86.214 billion in 2020. In simple
average terms, this expenditure is equivalent to US$ 78 per capita, with significant
differences between subregions (see figure 16), and represents 1.25% of GDP in 2019,
1.9 times the average proportion of GDP resources spent on conditional transfer and
social pension programmes in 2018.

The amounts committed for emergency measures reveal the countries’ capacity to
respond to the impact of the crisis. However, it is also necessary to take into account
the installed capacity for social protection, which has made it possible to contain and
mitigate the social effects of the pandemic. For example, the non-contributory social
protection programmes implemented prior to the pandemic that provided cash transfers
to families living in poverty and vulnerable conditions are also crucial to protecting the
population from the effects of the pandemic.'®

Considering regional spending on ongoing non-contributory social protection
programmes and on conditional transfer programmes and social pensions, as well as
emergency spending by the countries of the region in 2020 to deal with the pandemic,
it is possible to estimate the additional cost of implementing cash transfers equivalent
to a per capita poverty line proposed by ECLAC (2020b and 2020g) to deal with the
socioeconomic impacts of the crisis, satisfying basic needs and sustaining household
consumption (see figure 17).

16 For example, in Uruguay, the family allowances (under the Equity Plan) cover around 11% of the population at a cost equivalent
t0 0.33% of GDP, while the Uruguay Social card covers some 12% of the population and costs the equivalent of 0.15% of GDP
(ECLAC, 2020g). In Mexico, starting in 2019, the coverage of cash transfers was expanded significantly, universalizing pensions
for older persons and scholarships for high school students and persons with disabilities, among other measures.
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Figure 16
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Figure 17
Latin America (18 countries)? estimated additional expenditure on transfers equivalent to a poverty line
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on Social Development in Latin America and the Caribbean, “Social Development and COVID-19 in Latin America and the
Caribbean” [online] https://dds.cepal.org/observatorio/socialcovid19/listamedidas.php.

@ The 28 Latin American and Caribbean countries are divided into two groups: 18 Latin American countries and 10 Caribbean countries
(Antigua and Barbuda, Bahamas, Barbados, Belize, Guyana, Jamaica, Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the
Grenadines and Trinidad and Tobago). The Latin American countries are divided into two subgroups: 10 South American countries
(Argentina, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Ecuador, Paraguay, Peru, Plurinational State of Bolivia and
Uruguay) and 8 countries from the group including Central America (Costa Rica, Dominican Republic, El Salvador, Guatemala,
Honduras and Panama), the Dominican Republic, Haiti and Mexico. The total population by country in 2020 corresponds to that
published in CEPALSTAT [online] https://estadisticas.cepal.org/cepalstat/Portada.html.

b The average monthly exchange rate from March to October 2020 published by the International Monetary Fund (IMF) [online] https://
data.imf.org/regular.aspx?key=61545862) was used, except for the Bolivarian Republic of Venezuela, for which the average daily
exchange rate published by the Central Bank of Venezuela [online] http://www.bcv.org.ve/estadisticas/tipo-cambio-de-referencia-
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@ The countries included are: Argentina, Bolivarian Republic of Venezuela, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, EI Salvador, Guatemala,

Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Plurinational State of Bolivia and Uruguay.
b The same amount of resources is considered for 6 and 12 months.
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H. The care economy as a strategic sector
for reactivation with equality

The current sexual division of labour and social organization of care remain one of the
structural challenges of inequality in the region (ECLAC, 2018) and can be expected
to worsen in the context of the pandemic, threatening the full exercise of women's
rights and autonomy. In addition, they give rise to a series of economic and social
inefficiencies with negative externalities for society as a whole and violate the rights
of both caregivers and care recipients.

The care economy comprises all unpaid work within households, mainly by women,
as well as paid domestic and care work in the labour market, also primarily by women
(ILO, 2018) (see diagram 1). Paid care work includes, in particular, the provision of goods
and services for households by paid female domestic workers, whose employment
conditions continue to reflect the undervaluation of care tasks carried out in the
commercial sphere (ECLAC, 2019b).
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), Women's autonomy in changing economic scenarios
(LC/CRM.14/3), Santiago, 2019.

The care economy involves care at the micro level, through the observation of
the tasks undertaken in households and communities that are fundamental for the
reproduction of the labour force. It also involves the dynamics of care as regards markets
and employment, or in the delivery of public services, the provision of infrastructure
and the formulation of public policies. By relating the way in which societies organize
the care of their members and the economic system, the concept of care is linked to
the economic value it generates (which is often invisible or unrecognized) (Montaho
and Calderén, 2010).

Introduction

Diagram 1
The care economy
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Care is a social function that involves both recipients and providers and should be
understood as a right, specifically: to provide care, to be cared for, not to provide care
and to self-care. The care provider takes responsibility for the other person and makes
different kinds of physical, mental, and emotional efforts. Fulfilling this responsibility
creates an emotional bond between the caregiver and the care recipient (ECLAC, 2019b).

In turn, the social organization of care refers to the way in which reproduction is
socially organized. In other words, the way in which families, the State, the market
and community organizations, in an interrelated manner, produce and distribute care
(Rodriguez Enriquez, 2015). For example, the provision of public or private services
that are accessible and of high quality, influences the redistribution of responsibilities
from households to the State and the private sector, which frees up women'’s time
and helps to improve their economic autonomy (ECLAC, 2019b).

In the face of the pandemic, there is a need to reflect on the benefits of the
responses that integrate a gender perspective and emphasize the care economy. Even
before the pandemic, the rigid sexual division of labour in the region, along with the
lack of integrated care policies, had major implications in terms of the equality gap
between men and women, between women of different socioeconomic levels and
between countries and territories.

The pandemic has revealed the enormous cost to the countries of the region of not
having an integrated system of care that is comprehensive, defeminized and of high
quality. This is why it is urgent to invest in this sector to face the crisis, to guarantee
the right to care for others and to receive care, and to reactivate the economy from a
perspective of equality and sustainable development. This investment would be less than
the cost of inaction that affects various groups in society: in terms of the 2030 Agenda
for Sustainable Development, investment in the care economy contributes, among other
things, to eliminating poverty and implementing appropriate social protection systems
and measures for all people (SDG 1), ensuring healthy lives (SDG 3), achieving gender
equality (SDG b), promoting inclusive and sustainable economic growth (SDG 8) and
reducing inequalities (SDG 10) (ECLAC, 2019b).

l.  Social unrest in highly unequal societies

There is growing social unrest in the region related to the main dimensions that
structure social life. Prior to the pandemic, there was considerable dissatisfaction
with the persistent inequality in the distribution of resources and a perception of lack
of protection from multiple risks, especially labour and economic risks, sometimes in
contexts of high levels of household indebtedness. There was also dissatisfaction with
the functioning of politics and its actors, and a growing distrust of institutions and the
functioning of democracy, despite the fact that democracy is still valued by the majority
as the best form of government. In a context of social relations marked by distrust and
discrimination, all this has led to demands for greater equality and non-discrimination,
and in some cases, to processes of social mobilization and protests that demand
substantive transformations to build fairer and more inclusive societies.

Social unrest (see diagram 2) is a subjective experience which manifests in multiple
ways and is inseparable from the objective and material conditions that characterize daily
life (UNDP 2012). In its different manifestations, unrest can be a factor of transformation
and social progress, giving rise to social movements and demands for change shared
by broad sectors. However, it can also result in apathy or political disaffection, without
a structured expression of discontent through specific demands. The lack of response
by governments and institutions to unrest, or responses that are not sustainable over
time, can lead to significant tensions, conflict and instability.
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Diagram 2
Analytical dimensions of social unrest
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The expansion of the middle-income strata and the consolidation of a citizenry that
is more demanding and less tolerant of inequalities and corruption, and more demanding
of spaces for participation, undoubtedly contributed to mobilization and protests. In
the region, citizens increasingly question the patterns of discrimination and inequality
that permeate institutions and social relations, and which are crystallized in the culture
of privilege of colonial origin that normalizes deep socioeconomic, gender, ethnic and
racial inequalities, among others (ECLAC, 2018).

Currently, both because of structural problems of a social and economic nature and
the pandemic, the region is experiencing a sharp deterioration in living conditions, as
evidenced by rising unemployment, poverty and inequalities. These objective indicators
are reflected in subjective expressions of discontent, both individually and collectively.
The social and economic impacts of the pandemic threaten to deepen this malaise,
at a time when transforming the prevailing development model and consolidating a
new common project is more urgent than ever. Addressing the factors that give rise
to unrest, moving towards social policies focused on the enjoyment of rights, equality,
recognition and dignified treatment, together with the formation of social compacts
aimed at building fairer, more inclusive and cohesive societies, is therefore essential to
avoid increasing levels of conflict, expressions of violence and crises of representation
and democratic legitimacy that hinder economic performance (ECLAC, 2018).

J. Social policy scenarios and recommendations
for a transformative recovery with equality
and sustainability

The pandemic has exposed the failures and inadequacies of social protection systems
and welfare systems. However, at the same time, the role of public policy is being
reassessed and the State is being recognized as a key and indispensable actor to
respond to current challenges. The pandemic thus represents an opportunity to take
a new public policy direction in order to build more egalitarian and resilient societies
through the implementation of universal, redistributive and solidarity-based policies
with a rights-based approach (ECLAC, 2020b).
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In particular, it is hoped that in the region the crisis will help to generate a consensus
on the need to build a true welfare state, as well as sustainable models of production
and consumption. In order to overcome the crisis, the development model must be
rethought and the three dimensions of sustainable development —social, environmental
and economic— must be consolidated. Although the expected social and economic
setbacks seriously threaten the achievement of the Goals of the 2030 Agenda for
Sustainable Development, the pandemic has clearly also illustrated the importance
of the Agenda’s core principles: the comprehensive nature of development and the
interdependence of its dimensions, as well as the principle to “leave no one behind”

Social policies have a central role to play as the vanguard of change in the development
model. From health, nutrition, cash transfers and social protection in general, social
policies have been the protagonists of public action to mitigate shortages and meet
the needs of the population in a context of health and economic crises. Once the
emergency is over, they will play a key role in the reconstruction process. In order to
rebuild and transform with equality and sustainability, it is essential to move towards
decent work, foster co-responsibility for care and promote universal social protection,
ensuring, among other things, access to high-quality public health and pension systems
(ECLAC, 2020j).

In many ways, the pandemic has shaken the status quo and the current crisis can
be seen as a “critical juncture’ that is, an exceptional moment that redefines what is
possible, even what is conceivable. This is because, in the face of extreme pressures,
losses or risks, most actors become more willing than before to change the status quo,
thus opening windows of political opportunity for social, economic and political change
(Weyland, 2007 and 2008). For example, not so long ago, universal basic income was
a controversial and experimental policy instrument. Today, its feasibility, scope and
role within social protection systems have entered the mainstream of discussions. In
the context of the pandemic and its aftermath, it is becoming easier to argue that all
people need access to a basic level of welfare and income, regardless of their individual
situation and characteristics.

1.  Towards a new social compact in times of unrest
and the pandemic

In the face of an exceptional situation such as the pandemic and citizens' demands
for a more egalitarian society with the full guarantee of rights, there is an opportunity
for change. However, in order to move beyond wishful thinking, it is important
to urgently raise the need for a new social compact as a political instrument for
real structural change. Politics must be restored as an instrument of change, as
a mechanism to deliberate, dissent and agree, and to generate public goods and
lasting compacts.

As a process, the compact should be an explicit, representative and participatory
attempt to address issues that have not been resolved through the usual channels,
thus building new bridges between society and the State. Analytically, there are two
major components of a social compact. On the one hand, there is the redistribution
of resources and material opportunities to access welfare, and on the other hand, the
recognition of the identities and rights of specific population groups that are excluded
or discriminated against in the various spheres of social life (Martinez Franzoni and
Séanchez Ancochea, 2020). Depending on the context, a compact may contain elements
of both dimensions, or it may focus specifically on one of them.
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The social compact is a political instrument that serves to build consensus and
agreements for the medium and long term. It is based on broad and participatory
dialogue, with the population as a whole playing a strong role. This dialogue today
must start from the common space imposed by the pandemic, namely, universal
vulnerability to a health, economic and social crisis, which requires universal protection
and mitigation mechanisms.

The compact assumes that the actors will make a contribution and even that some
of the powerful actors will make important concessions in relation to theirimmediate
interests, with a view to achieving a more stable, beneficial, legitimate and sustainable
situation for society as a whole. History indicates that powerful actors are indispensable
interlocutors —though they are by no means the only ones— who must be actively
involved and committed to the outcomes. The main social movements and sectors, from
workers to the most marginalized sectors of society, must also be actively involved. It
is essential to listen to the voice of civil society, whose organizations are often at the
forefront in pushing for citizens' demands, as well as for greater accountability on the
part of the State and political actors in general. Within this group, young people are a
source of change and transformation, including in the critical moments of the pandemic.
Recognizing this group’s value, potential and concrete contribution is fundamental
to advance in societies truly oriented towards a new model of development and a
welfare state.

Lastly, a new social compact must open up discussions and address issues that
have been neglected or even omitted by the main economic and political actors, with
solidarity-based responses to costs and financing, which requires fiscal covenants
that promote progressive and sustainable taxation, ensuring constant and sufficient
resources for the well-being and resilience of the population.

2. Welfare state and universal social protection

The emergency social protection responses adopted by countries, which are needed
to address the most acute manifestations of the crisis, must be harmonized with
measures aimed at strengthening the welfare state. In the short term, there is a need
to offset the loss of sources of labour income and to support demand while at the
same time facilitating access to health. Crucial actions include the establishment of an
income guarantee, especially for people living in poverty and informal and precarious
workers, as well as universal access to medical care for all who need it, basic services
and adequate food.

From a rights perspective and in order to avoid a serious deterioration in living
conditions in the medium and long term, it is imperative to rethink the architecture
of welfare in our societies. To avoid another lost decade, the key is to build a welfare
state that ensures universal, quality public services —education (see box 1), health,
transport, environmental services— and expands access to them, reducing welfare
gaps. The guarantee of income must be constant, should be granted to more people
than those living in poverty and cover broad strata of the population that are highly
vulnerable to falling into poverty, such as the low-income non-poor and the lowermiddle
income strata. This would make it possible to move towards a universal basic income
that could be implemented gradually over a period suited to each country’s situation
(ECLAC, 2020b).
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Box 1
Rethinking education: innovations and risks during the pandemic

The pandemic has highlighted the large inclusion gaps in education and has posed major challenges for education systems
(ECLAC/UNESCO, 2020).

The suspension of face-to-face classes has shown that the organizational structure of school, with its rigid schedules
and content, must be transformed and made more flexible in order to accommodate the diversity of experiences over the
course of a person’s life, and to ensure that education takes place in multiple spaces and not only in school. It has also
shed light on the importance of parental and community participation in education processes, which should be maintained
after the crisis, seeking more formal channels of participation.

Innovation in teaching processes may represent a milestone in the shift from traditional pedagogical models, in which
the teacher presents the content unilaterally and students listen passively, to the presentation of digital educational content,
with the accompaniment and guidance of the teacher. Increased exposure to digital media may widen the gaps between
students, but it is also an opportunity to develop digital skills and digital citizenship (Buchholz, Dehart, & Moorman, 2020).
Adults who accompany students in the process must have digital skills and tools to train in a comprehensive manner,
promoting self-care of children and adolescents in the face of increased exposure to digital technologies.

As with any traumatic event, the sudden and unexpected interruption of face-to-face school activities, as well as isolation
from social life and, in many cases, economic constraints that threaten subsistence, have significant effects on mental health.
In the recovery period, it will be very important to focus on the well-being and socio-emotional skills of students and teaching
staff, as these skills allow them to approach traumatic situations calmly and with emotional stability (ECLAC/UNESCO, 2020).
They also make it possible to strengthen critical thinking in order to make informed decisions (UNESCO, 2020).

The return to the classroom and the recovery of education processes also require the coordination and harmonization
of planning and implementation in the education sector with that of other sectors, particularly with regard to health,
nutrition and social protection. It will be very important to build partnerships across different sectors to create an integrated,
student- and teacher-centred system. Until the permanent return to face-to-face classes, it is essential to shed light on
social services that the school system provides to children and adolescents and that are important to resume or maintain,
such as feeding programmes, sexual and reproductive health programmes and services, and the monitoring of rights
violations such as domestic violence, among others.

Finally, the crisis is expected to affect education financing, with a disproportionate impact on low-income countries
and marginalized populations. It is therefore important to safeguard education financing to protect national systems from
the exacerbation of inequalities in access to education and of the learning crisis (ECLAC/UNESCO, 2020). Owing to the
decline in GDP, there is a real risk of a decrease in the education budget, which may affect teachers' wages or raise families’
co-payments (UNESCO, 2020). It is estimated that the amount of resources available for education in 25 countries of the
region could decrease by more than 9% in 2020 alone (ECLAC/UNESCO, 2020).

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of “Digital citizenship during a global pandemic: moving beyond digital
literacy”, Journal of Adolescent & Adult Literacy, vol. 64, No. 1, June 2020; ECLAC/United Nations Educational, Scientific and Cultural Organization (UNESCO),
“Education in the time of COVID-19", COVID-19 Report ECLAC-UNESCO, Santiago, August 2020; UNESCO, “Nurturing the social and emotional wellbeing
of children and young people during crises”, Issue Note, N° 1.2, 2020; UNESCO, “Anticipated impact of COVID-19 on public expenditures on education
and implication for UNESCO work”, UNESCO COVID-19 Education Response Education Sector issue notes. Issue note, No. 7.2, April 2020 [online] https://
unesdoc.unesco.org/ark:/48223/pf0000373276_spa/PDF/373276spa.pdf.multi.

Universal social protection systems sensitive to differences are central to the
reduction of inequalities, progress towards social inclusion and inclusive growth, and
make it possible to address the situations faced by different population groups, such
as informal workers, the most vulnerable age groups such as children (see box 2) and
older persons, rural dwellers, indigenous peoples and Afrodescendants, persons with
disabilities and migrants, among others. Similarly, in the face of overcrowding and
lack of basic services made visible by the pandemic, large-scale public investments
in affordable and adequate housing and the upgrading of slums are needed so that all
individuals and families can live in places where they enjoy good physical and mental
health. There is also a need to invest in expanding the coverage of water and sanitation

services (United Nations, 2020a).
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Box 2
Universal transfers for children

Faced with the severe social effects of the pandemic, children and adolescents are overrepresented in the poor and
vulnerable population. Without taking into account the potential effect of social protection measures adopted in countries,
in 2020 51.3% of children and adolescents in Latin America would have been living in poverty. Safeguarding their well-being
and comprehensive development should be a priority of countries’ policy agendas, both in the face of an emergency and in
the recovery period. This implies strengthening intersectoral and comprehensive interventions and strategies to ensure full
access of this population to key social services such as health and quality education, with a view to preventing and reversing
school dropout; access to basic services; special protection in situations of grave violations and violence, and household
income protection (ECLAC/UNICEF, 2020 and ECLAC/UNICEF/Office of the Special Representative of the Secretary-General
on Violence against Children, 2020). While all these measures are necessary, in a critical scenario such as the current one,
the discussion on the provision of a universal transfer for children takes on urgency.

Under the pillar of universal and comprehensive social protection systems, the lines of action of the Regional Agenda
for Inclusive Social Development (ECLAC, 2020), adopted in 2019 in the framework of the Regional Conference on Social
Development in Latin America and the Caribbean, include the imperative of creating a universal guarantee of basic income,
including benefits and transfers for children and their families. Among other possible instruments, the gradual and progressive
introduction of a universal transfer for children is being assessed. In line with the approach of the Secretary-General of the
United Nations, the creation of a universal transfer for children could be seen as a first step towards a permanent universal
basic income policy (United Nations, 2020).

Chapter IV of this edition of Social Panorama estimates the total cost of an annual cash transfer for all children and
adolescents aged 0 to 17 in Latin America, which amounts to 5.5% of GDP for a transfer equivalent to one poverty line and
2.6% of GDP for a transfer equivalent to one extreme poverty line. The social impact of these transfers would be very positive:
transferring the equivalent of one poverty line to the entire population aged 0 to 17 in Latin America for one year would reduce
poverty in the region by 17 percentage points, and transferring the equivalent of one extreme poverty line would represent
an impact of 7 percentage points. In the first case, the Gini coefficient in the region would decrease from 0.484 to 0.402, and
in the second to 0.434.

These transfers would help prevent the serious effects of poverty on the cognitive and psychological development and
health of children and adolescents (Save the Children, 2020). Data also show that benefits with broader coverage produce
better results in terms of reducing poverty and inequality (ODI/UNICEF, 2020), and that universal transfers also entail lower
administrative costs (Ortiz and others, 2017) and fewer errors of inclusion and exclusion of potential recipients (Coady,
Grosh and Hoddinot, 2004; Bastagli, 2009; and ODI/UNICEF, 2020). While universal transfers to children alone would not
eradicate poverty and reduce inequality, they can be considered a key component of universal social protection systems. The
commitment to universal cash transfers would be similar to some long-established policies in developed countries, where
universal family benefits, whether contributory or non-contributory (Filgueira and Rossel, 2017), are one of the crucial links
in the policies of mature welfare states.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of, F. Bastagli, “From social safety net to social policy? The role of conditional
cash transfers in welfare state development in Latin America”, IPC-IG Working Paper, No. 60, 2009; ECLAC/United Nations Children’s Fund (UNICEF), “Social
protection for families with children and adolescents in Latin America and the Caribbean: An imperative to address the impact of COVID-19", COVID-19 Report
ECLAC-UNICEF, Santiago, 2020; ECLAC/UNICEF/Office of the Special Representative of the Secretary-General on Violence against Children, “Violence against
children and adolescents in the time of COVID-19", COVID-19 Report ECLAC - UNICEF - Office of the Special Representative of the Secretary-General on Violence
against Children, November 2020; ECLAC, Regional Agenda for Inclusive Social Development (LC/CDS.3/5), Santiago, 2020; United Nations, Policy Brief: The
Impact of COVID-19 on Latin America and the Caribbean, New York, 2020; D. Coady, M. Grosh and J. Hoddinott, Targeting of Transfers in Developing Countries:
Review of Lessons and Experience, Washington, D.C., World Bank, 2004; F. Filgueira and C. Rossel, “Confronting inequality: social protection for families and
early childhood through monetary transfers and care worldwide”, Social Policy series, No. 226 (LC/TS.2017/139), Santiago, CEPAL, 2017; Qverseas Development
Institute (ODI)/UNICEF, Universal Child Benefits: Policy Issues and Options, New York, 2020; |. Ortiz and others, “Universal social protection floors: costing
estimates and affordability in 57 lower income countries”, EES Working Paper, No. 58, Geneva, Social Protection Department, International Labour Organization
(ILO), 2017; Save the Children, Universal Child Benefits (UCBs): A foundation to end child poverty, 2020.
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Box 3

3. Closing gaps, fighting discrimination and focusing
on rights

Given the trends analysed in this Social Panorama of Latin America, closing inequality
gaps and fighting discrimination are essential. Social unrest is strongly linked to the
perception that gross inequalities in all areas are the result of an unfair and biased social
and economic system that prevents most people from accessing the opportunities
and benefits of economic growth and technological progress (see box 3). Moreover,
discrimination is considered one of the main mechanisms contributing to this state of
affairs. In addition to people’s subjective perceptions, the evidence of how gender, race,
territory and age, among other factors, interact to generate large inequality gaps in all
spheres leads us to consider the role of social policies as one of the most important
instruments for responding to people’s expectations of change.

Digital gaps and digital inclusion

The pandemic has shown the opportunities provided by technology to address its effects on health, work and education.
It has also revealed the existing gaps in terms of access to and use of digital technologies.

Although digital technologies can be a crucial instrument for post-pandemic recovery and for supporting a just
transition to sustainable development, technological changes —which are advancing at an ever-increasing speed and
whose economic or social effects cannot be predicted with certainty— can widen gaps, especially in the short term, as the
costs of technologies are often initially very high and restrict access for the most disadvantaged sectors of the population
(Martinez, Palma and Velasquez, 2020).

This determines the need to address the challenges of digital inclusion, respecting human rights in the digital
environment (digital rights) (ECLAC, 2020a) and considering both physical accessibility and skills and the exercise of rights,
so that no one is left behind when leveraging the opportunities offered by technologies. According to ECLAC (2020b, p.2),
‘[clonnectivity is one of the conditions necessary for leveraging the value created by digital technologies". It is therefore
necessary to expand fixed broadband coverage, improve connection quality and make progress in universalizing access
to devices and the Internet, so that the entire population can take advantage of the opportunities and benefits of being
connected. Social inclusion goals must also be incorporated into technological innovation policies, to close access and
skills gaps. People must be placed at the centre of digital development, with an emphasis on the digital inclusion of
women, indigenous peoples, Afrodescendants, persons with disabilities, older persons, young people and residents of
rural areas, among others.

There is an urgent need to strengthen the coordination mechanisms of the different government entities involved in the
development and implementation of digital technology plans and policies. Progress is required in developing joint digital,
social and economic strategies, with a participatory approach that involves all relevant actors, so that barriers and gaps
are addressed from an intersectoral perspective. This implies considering social inclusion as an objective of technological
development strategies and including digital elements in social policy. During the pandemic, for example, many services
and benefits provided by the State have had to be digitized, without replacing traditional channels.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of R. Martinez, A. Palma and A. Velasquez, “Revolucion tecnoldgica
e inclusion social: reflexiones sobre desafios y oportunidades para la politica social en América Latina”, Social Policy series, No. 233 (LC/TS.2020/88),
Santiago, CEPAL, 2020; ECLAC, Building a New Future: Transformative Recovery with Equality and Sustainability (LC/SES.38/3-P/Rev.1), Santiago, 2020a;
ECLAC “Universalizing access to digital technologies to address the consequences of COVID-19", Special Report COVID-19, No. 7, Santiago, August, 2020b.

The enjoyment of rights, recognition and dignified and equal treatment must
be the ultimate and explicit objectives of social policies. To that end, the targets of
social policies and programmes must be considered rights-holding citizens. It is also
necessary to actively promote mechanisms for accountability and transparency of
social policies. These mechanisms should be accessible to participants and civil society
in general, and should be actively disseminated by the very bodies that implement
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them. Otherwise, social policies can easily become mired in the mistrust that engulfs
government institutions and their policies, or be subject to the vagaries of fake news,
which undermine their legitimacy and effectiveness. The perception that such policies
are susceptible to political manipulation and corruption and are even a simulation and
thus not intended to address people's real needs undermines their legitimacy in the
eyes of participants and the general public. This in turn contributes to weakening their
financing and implementation in the long term.

4. The care economy as a factor of reactivation

From the perspective of gender equality, it is essential that public policies establish
mechanisms that institute the right to care and to be cared for, emphasizing the best
interests of children, the right to a dignified life for older persons and the right to
independent living for persons with disabilities. In addition to strengthening women'’s
autonomy, the inclusion of the care economy in crisis mitigation and recovery plans
will lead to increased economic growth.

Today, more than ever, there is a favourable climate in the countries of the region
for developing policies to distribute care work. In January 2020, at the fourteenth
session of the Regional Conference on Women in Latin America and the Caribbean,
the countries adopted the Santiago Commitment, a guide for countries to implement
policies for sustainable reactivation with care at the centre.’” On the basis of this and
other agreements, the following recommendations have been made:

e Measure the multiplier effects of the care economy in terms of women's labour
market participation, well-being of the population, redistribution of income and
time, economic growth and higher tax receipts.

e Counter the increasing precariousness of jobs related to this sector, improving
working conditions and formalization.

e Encourage the incorporation of new technologies, training and certification of
skills in the care sector.

e (Guarantee the right to care for persons who need it throughout the life cycle,
and the rights of caregivers, whether they are paid or unpaid.

e Universalize the coverage of care services and implement comprehensive care
systems that include a collection of interconnected policies on time, resources,
benefits and services related to the many care needs of the population.

e Incorporate a gender perspective into the design of programmes to overcome
poverty, avoiding the use of conditionalities that place an excessive burden on
women’s time.

e Foster the principle of co-responsibility between men and women and between
the State, the market and families, and improve the supply of quality care services
so that they reach the poorest sectors without relying on unpaid work by women.

e Expand coverage of social protection instruments to address the circumstances
of precariously employed, informal, domestic female workers, those of women
with no income of their own, those of women living in poor households and
those of women with dependents.

7 See [online] https://conferenciamujer.cepal.org/14/sites/crm14/files/20-00087_crm.14_santiago_commitment.pdf.
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Introduction

The COVID-19 crisis found Latin America in a period of low growth which, coupled with
the worldwide economic downturn and the necessary mobility restrictions imposed
by governments to minimize the public health effects of the pandemic, resulted in a
sharp decline in activity, employment and income from work. In the countries of the
region for which up-to-date information is available, the increase in unemployment was
smaller than expected given the extent of the contraction in activity. This was the result
of two factors: on the one hand, many of those who lost their jobs stopped looking for
a new job; and on the other hand, a number of people stopped working but retained
their employment contracts. According to current definitions, no one in either of these
situations is counted as an unemployed person (see chapter ).

For 2020, the Economic Commission for Latin America and the Caribbean (ECLAC,
2020a) projected a 7.7 % fall in gross domestic product (GDP) in Latin America (see table |.1).
This would translate into a per capita GDP reduction of 8.5% for the region, signifying
a decline to levels similar to those recorded in the mid-2000s, as well as an increase in
poverty and inequality. The pandemic has also had a major impact on the economies of
the Caribbean, mainly due to the collapse of the tourism sector (see box I.1).

In most countries in the region, governments have implemented a variety of
programmes aimed at mitigating the effects of the pandemic and the contraction
of economic activity on household incomes. These include employment protection
programmes through payroll subsidies, pre-existing contributory social protection
programmes and non-contributory social protection programmes. It was in the context
of the last that multiple emergency transfers were established. Those transfers, which
have mitigated the impact of the pandemic on poverty and extreme poverty, are analysed
in detail in chapters Ill and IV. Therefore, the projected poverty and extreme poverty
rates for 2020 take into account both the decline in household incomes and the partial
compensation through extraordinary contributions made by the State.

Country Change in GDP Country Change in GDP
Argentina -11.5 Costa Rica -4.8
Bolivia (Plurinational State of) -8.0 Cuba -85
Brazil 5.2 Dominican Republic -55
Chile 5.9 El Salvador -8.6
Colombia -7.1 Guatemala -2.5
Ecuador 9.0 Haiti -3.0
Paraguay -16 Honduras -8.0
Peru -13.4 Mexico -9.0
Uruguay 45 Nicaragua -55
Venezuela (Bolivarian Republic of) -28.0 Panama -11.0
South America -13 Central America and Mexico -8.5
Central America -6.6
Latin America -1.1

Source: Economic Commission for Latin America and the Caribbean (ECLAC), Preliminary Overview of the Economies of Latin America
and the Caribbean (LC/PUB.2020/17-P), Santiago, 2020.

Table I.1

Latin America

(20 countries): projected
change in GDP, 2020
(Percentages)
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Box l.1

Economic impact of

the COVID-19 pandemic
in the Caribbean

Economic Commission for Latin America and the Caribbean (ECLAC)

The Economic Commission for Latin America and the Caribbean (ECLAC) believes that the
Caribbean subregion will be severely impacted economically by the COVID-19 pandemic,
with a fall in GDP of 7.9%. In a context of high vulnerability to external shocks and high
levels of indebtedness —on average, debt represented 68% of gross domestic product
(GDP) in 2019, with the highest percentages in Barbados (120%), Belize (99.7%) and Jamaica
(92.2%)— fiscal consolidation remains a challenge for Caribbean economies in terms of
the post-pandemic recovery process and ensuring key aspects of the 2030 Agenda for
Sustainable Development.

The pandemic has dealt a severe blow to Caribbean countries due to the collapse of
key sectors, in particular the tourism (including hotel and catering), the engine of most of
these economies. The closure of tourism affected other sectors, including construction and
some distribution and agricultural activities linked to tourism. It also resulted in reduced
incomes for a significant number of people, including in the informal sector. Job losses in
the tourism sector will disproportionately affect women, as, on average, 10.5% of the female
labour force in the Caribbean works in accommodation and food services, compared with
4.6% for men.@

Added to all this is the Caribbean's heavy exposure to the effects of climate change.
The annual impacts of hurricanes and sargassum blooms on beaches cyclically affect a
region still struggling to manage the social protection response implemented in response to
recent disasters. The cost of recovery for Antigua and Barbuda, Dominica, the British Virgin
Islands and St. Maarten following Hurricanes Irma and Maria in 2017 is estimated at more
than US$ 7.7 billion. More recently, Hurricane Dorian struck the Bahamas, causing damage
estimated at US$ 2.5 billion, an estimated US$ 717.3 million in losses, and additional costs
of up to US$ 220.9 million.

The Caribbean (13 countries): projected change in GDP, 2020

(Percentages)
Country Change in GDP Country Change in GDP
Antigua and Barbuda -18.3 Jamaica -9.0
Bahamas -145 Saint Kitts and Nevis -15.1
Barbados -16.0 Saint Vincent and the Grenadines 6.3
Belize -155 Saint Lucia -26.6
Dominica -15.4 Suriname -10.1
Grenada -12.4 Trinidad and Tobago -6.8
Guyana 309
The Caribbean -1.9
The Caribbean (excluding Guyana) -10.8

Source: Economic Commission for Latin America and the Caribbean (ECLAC), Preliminary Overview of the Economies of Latin America
and the Caribbean (LC/PUB.2020/17-P), Santiago, 2020.

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
a See International Labour Organization (ILO), ILOStat [online database] https://www.ilo.org/ilostat/.
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A. Evolution of poverty, social stratification
and inequality before the pandemic

After more than a decade of progress in reducing poverty and extreme poverty,
both began to increase again in 2015. Regionwide, in 2019, poverty and extreme
poverty increased by 0.7 and 0.9 percentage points, respectively; the gaps between
men and women also widened. However, both trends and levels of poverty and
extreme poverty vary greatly from country to country. With regard to income
inequality, the pace of decline of the Gini index slowed considerably between
2014 and 2019, to around 0.5% per year.

1. Increase in poverty and extreme poverty
and associated factors

In 2019, 30.5% of the population of Latin America, approximately 187 million people,
were living in income poverty. Of those, 70 million, representing 11.3% of the population,
were living in extreme poverty. This represented a 0.7 percentage point increase in
poverty compared to 2018 and resumed the rate's upward progress that started in 2015
and plateaued between 2016 and 2018. The extreme poverty rate rose by 0.9 percentage
points over 2018, continuing a steady increase that also began in 2015, at an average
rate of 0.7 percentage points per year (see figure 1.1).

Figure l.1

Chapter |

Latin America (18 countries): poverty and extreme poverty rates and people living in poverty and extreme poverty,

2002-20192
(Percentages and millions of people)
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Figure 1.1 (concluded)
B. Millions of people
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
@ Weighted average for the following countries: Argentina, Bolivia (Plurinational State of), Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador,
Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay and Venezuela (Bolivarian Republic of).

With regard to gender differences among the working-age population, which are
reflected in the femininity index of poverty, poverty and, in particular, extreme poverty
affect women much more than men. In 2019, the poverty rate was 12.7% higher in
working-age women than in similarly aged men. This gap has remained relatively
constant since 2014, when the poverty femininity index reached a value of 113.0. The
gap between men and women is greater where extreme poverty is concerned. In 2019,
the extreme poverty femininity index reached a value of 115.3, which, though lower
than in 2014, was 1.3 percentage points higher than in 2018 (see figure 1.2).

Figure |.2
Latin America (17 countries): poverty and extreme poverty femininity index, 2014-20192
(Units)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
@ Weighted average for the following countries: Argentina (urban), Bolivia (Plurinational State of), Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador,
El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru and Uruguay.
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Box I.2
The poverty and extreme poverty figures presented in this chapter are calculated by ECLAC Income poverty
on the basis of a common methodology, which is intended to provide a regional perspective measurements by the
. . o . Economic Commission
that is as comparable as possible, taking into account the heterogeneity of the measurement

for Latin America and
tools and compilation procedures of each country's own data. the Caribbean (ECLAC)

The approach used by ECLAC to estimate poverty consists of classifying a person as
“poor” when the per capita income of his or her household is below the poverty line.

The poverty lines represent the level of income that enables each household to meet
the basic needs of allits members. The basic basket for measuring poverty is formed from a
selection of food, including the goods required to meet the nutritional needs of the population,
taking into account their level of physical activity, consumption habits, effective availability
of food and food prices in each country and geographical area.

To the value of this basic food basket, known as the “extreme poverty line', is added the
amount required by households to satisfy basic non-food needs, in order to calculate the
total value of the poverty line. To do this, the extreme poverty line is multiplied by a factor
(called the Orshansky coefficient), which is the ratio of total spending to food spending
for a reference population, and which has different values in each country and for urban
and rural areas.

The extreme poverty and poverty lines are updated annually according to the cumulative
variation in the consumer price index (CPI): the extreme poverty line is updated according to
the variation in the CPI for food, while the part of the poverty line corresponding to spending
on non-food is updated according to the variation in the CPI for non-food goods.

The percentages of households and of the population living in extreme poverty and
poverty were obtained by contrasting the value of both poverty lines with the total per capita
income of each household. Total household income is obtained by calculating the total
income of household members (in cash and in kind) and includes income from work, income
from retirement, pensions and other transfers, income from ownership of assets and other
income (which includes imputed rent as part of total income).

Source: Economic Commission for Latin America and the Caribbean (ECLAC), Income poverty measurement: updated methodology
and results, ECLAC Methodologies, No. 2 (LC/PUB.2018/22-P), Santiago, 2019

Great heterogeneity in the levels of poverty and extreme poverty remains a feature
of the region’s countries. Based on the latest ECLAC estimates for 14 countries (with
data up to 2019), there are at least three identifiable groups of countries. The first group,
consisting of Chile and Uruguay, has low levels of poverty (around 10% or lower), with
extreme poverty below 2%. A second group of countries, with medium poverty levels,
has poverty rates of around 20% and extreme poverty rates of around 5%. This second
group comprises Argentina, Brazil, Costa Rica, the Dominican Republic, Ecuador,
Panama, Peru and El Salvador. The third and last identifiable group of countries with
higher levels of poverty, where the poverty rate is at or above 30% and the extreme
poverty rate is over 10%, is made up of Bolivia, Colombia, Mexico, Honduras and the
Plurinational State of Bolivia (see figure 1.3).
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Figure 1.3

Latin America
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
a Data refer to 2019 except in the case of Chile (2017) and Mexico (2018).

According to ECLAC estimates, 5 of the 13 countries in the region with a household
survey for 2019 showed a reduction in poverty of more than 1 percentage point compared
with 2018. This is the case of El Salvador, with a decline of 4.1 percentage points,
Honduras (-3.4 percentage points), the Plurinational State of Bolivia (-2.1 percentage
points), the Dominican Republic (-1.9 percentage points) and Peru (-1.4 percentage
points). In four other countries, poverty levels remained stable between 2018 and 2019,
with changes close to 0. In this situation are Brazil (-0.2 percentage points), Paraguay
(-0.1 percentage points), Panama (0 percentage points) and Uruguay (increase of
0.1 percentage points). The remaining four countries recorded rises in poverty: Costa
Rica (0.4 percentage points), Ecuador (1.5 percentage points), Colombia (1.8 percentage
points) and Argentina (2.8 percentage points) (see table 1.2).

The variations seen in extreme poverty were smaller in magnitude. Only the
Plurinational State of Bolivia and El Salvador recorded significant decreases (-2.6 and
-2.0 percentage points, respectively), while Peru and the Dominican Republic recorded
a drop of 0.7 points, and Costa Rica, 0.6 points. Four other countries recorded very
slight variations, close to 0. This is the case for Paraguay (-0.3 percentage points),
Panama (-0.2 percentage points), Uruguay (0 percentage points) and Brazil (increase of
0.1 percentage points). Slight increases were observed in Argentina (0.6 percentage
points) and Honduras (0.6 percentage points), and more pronounced ones in Ecuador
(1.1 percentage points) and Colombia (2.0 percentage points).

The variations recorded are similar to those found in official poverty estimates.
As noted in previous editions of the Social Panorama of Latin America, the ECLAC
estimates and the official estimates for each country tend to coincide in terms of
tendency (positive or negative) and are quite close in magnitude. Considering all
12 countries for which both estimates are available, the tendency of the changes in
the poverty rate and the extreme poverty rate between 2018 and 2019 coincides in
11 and 9 of them, respectively.!

! The linear correlation coefficient for variations in the official and ECLAC poverty rates for all ten countries is 0.95, and 0.70 for
variations in the extreme poverty rate.
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Table I.2
Latin America (15 countries): poverty and extreme poverty rates according to estimates by ECLAC and official
national figures, 2014-20192

(Percentages)
ECLAC estimates
Extreme poverty Total poverty
2014 2017 2018 2019 2014 2017 2018 2019
Argentina® 33 28 36 42 249 18.7 244 272
Bolivia (Plurinational State of) 14.9 16.4 14.7 121 33.7 35.1 332 311
Brazil° 33 5.5 5.4 55 16.5 203 19.4 19.2
Chile 2.0 1.4 16.3¢ 10.7
Colombia 12.0 10.9 10.8 12.8 311 29.8 299 31.7
Costa Rica 4.1 33 40 34 17.5 15.4 16.1 16.5
Dominican Republic® 9.7 6.3 5.0 43 329 25.0 222 20.3
Ecuador 59 7.0 6.5 76 234 23.6 242 25.7
El Salvador 1.7 8.3 76 5.6 445 378 345 304
Honduras 19.2 19.4 20.0 55.3 55.7 52.3
Mexico 13.0 10.6 45.2 415
Panama 9.2 6.9 6.8 6.6 19.7 15.6 14.6 14.6
Paraguay 1.7 6.0 6.5 6.2 22.3 21.6 19.5 19.4
Peru 5.1 5.0 37 3.0 19.5 18.9 16.8 15.4
Uruguay 0.2 0.1 0.1 0.1 45 2.7 29 3.0
Official estimates by countries
Extreme poverty Total poverty
2014 2017 2018 2019 2014 2017 2018 2019
Argentina® 48 6.7 8.0 25.7 32.0 355
Bolivia (Plurinational State of) 17.1 18.4 15.3 12.9 391 422 399 372
Brazil° 45 6.4 6.5 6.5 22.8 26.0 253 247
Chile 454 2.3 14.49 8.6
Colombia’ 9.9 8.4 8.2 9.6 36.2 35.2 34.7 35.7
Costa Rica? 6.7 5.7 6.3 5.8 224 20.0 211 21.0
Dominican Republic® 1.7 38 29 2.7 34.8 25.6 22.8 21.0
Ecuador 1.7 79 8.4 8.9 22.5 215 232 25.0
El Salvadord 76 6.2 5.7 45 318 29.2 26.3 22.8
Honduras? 39.7 40.7 38.7 36.7 62.8 64.3 61.9 59.3
Mexicoh 20.6 16.8 53.2 48.8
Panama 10.8 9.8 25.6 20.7
Paraguay 55 44 48 40 27.2 26.4 242 235
Peru 43 38 28 29 221 21.7 20.5 20.2
Uruguay 0.3 0.1 0.1 0.1 9.7 7.9 8.1 8.8

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of the Household Survey Data Bank (BADEHOG) and official figures; for Brazil:
Brazilian Institute of Geography and Statistics (IBGE), “Sintese de indicadores sociais: uma analise das condigoes de vida da populagao brasileira 2020, Estudos
e Pesquisas, No. 43, Rio de Janeiro, 2020.

@ Countries for which ECLAC poverty estimates are available from 2016 onward.

ECLAC estimates refer to the fourth quarter of each year. The official estimates refer to the second half of each year.

Brazil does not have an official poverty estimate. The data refer to estimates from the Brazilian Institute of Geography and Statistics (IBGE) mentioned in the source on

the basis of the lines used by the World Bank for low- and medium-low-income countries.

Corresponds to 2013.

€ The ECLAC figures for the Dominican Republic are based on the continuous national labour force survey (ECNFT) and refer to September of each year. The official annual

estimates from 2016 onward are based on the national labour force survey (ENFT).

New poverty series published in October 2020.

9 Official national measurement reported as a percentage of households.

In the case of Mexico, whose official figures are based on a multidimensional approach to poverty, measurements published by the National Council for the Evaluation

of Social Development Policy (CONEVAL), the comparison uses as a non-official reference point the figures for “population below the minimum welfare line” (for extreme

poverty) and “population below the welfare line” (for total poverty). https://repositorio.cepal.org/bitstream/handle/11362/44920/1/S1900554_en.pdf.
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Figure 1.4

Taking as a benchmark the period 2014-2019, most of the countries analysed saw a
decrease in poverty and extreme poverty. According to ECLAC, the poverty rate went
down in 11 countries. The most significant decreases in absolute terms were observed
in El Salvador (-2.8 percentage points per year), the Dominican Republic (-2.5 percentage
points per year), Chile (-1.4 percentage points per year) and Panama (-1.0 percentage
points per year). In relative terms, four countries, namely Chile (10%), the Dominican
Republic (9.2%), Uruguay (7.8%) and El Salvador (7Z.3%), reduced poverty by more than
7% per year by 2019 compared with the 2014 figure.2 In the case of Uruguay, although
the reduction in absolute terms was low (-0.3 percentage points per year), poverty fell
by one third of its original value (from 4.5% in 2014 to 3.0% in 2019). In Argentina,
Brazil and Ecuador, the poverty rate increased by around 0.5 percentage points per
year, while in Colombia it rose by 0.2 percentage points per year.

With regard to extreme poverty, reductions of at least 0.5 percentage points per
year were recorded in five countries: El Salvador (-1.2 percentage points), the Dominican
Republic (-1.1 percentage points), Bolivia (Plurinational State of) (-0.6 percentage points),
Mexico (-0.6 percentage points) and Panama (-0.5 percentage points). Extreme poverty
increased in five countries: Brazil (0.4 percentage points), Ecuador (0.3 percentage
points) and Argentina, Colombia and Honduras (0.2 percentage points). In relative terms,
the extreme poverty rate fell by more than 10% per year in El Salvador, the Dominican
Republic, Peru and Uruguay, and increased by 10.8% per year in Brazil (see figure |.4).

Latin America (15 countries): poverty rate, relative and absolute annualized variations, 2014-20192
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2 The absolute variation is the variance between the poverty estimates in the final and initial years, divided by the number of
years between the two. The relative variation is the percentage change in the poverty rate over that period, annualized by
raising the value to (1/number of years elapsed).
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Figure 1.4 (concluded)

B. Relative variation
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).

@ The relative variation refers to the percentage variation in the poverty rate between the initial and end year. The absolute variation is the percentage-point difference
between the two years. The data refer to the variations between 2014 and 2019, except for Chile (2013 and 2017) and Mexico (2014 and 2018). In the case of Brazil, the
2014 data correspond to the national household survey (PNAD) and the 2019 data to the continuous national household survey (PNAD Continua).

The variations in poverty rates over time are linked to changes in average household
income and in the distribution of income among households. Thus, a reduction in
average household income will lead to a greater increase in the poverty rate when it
is associated with a simultaneous process of income concentration, compared with
a situation in which such a concentration does not occur. Likewise, an increase in
average income in tandem with a reduction in inequality will lead to a greater reduction
in the poverty rate than would be the case for each of the factors alone. Under these
conditions, the evolution of poverty can be analysed by breaking down the variation in
rate into two elements: the effect of the variation in average income (also known as
the “growth effect”) and the effect of the variation in distribution.3

The relative variations observed in countries can be classified into three groups: marked
reduction in poverty indicators (annual decrease of 5% or more), moderate reduction
(annual decrease of less than 5%) and increase. In three of the four countries with marked
reductions in poverty (Chile, Dominican Republic and El Salvador), the growth effect was the
main explanation for poverty reduction. In Chile it accounted for 88% of the variation in the
poverty rate, while in El Salvador it accounted for 78%, and in the Dominican Republic 68%.
The fourth country in this group (Uruguay) the distribution effect was prevalent, accounting
for 70% of the reduction in poverty in the period analysed (see figure 1.5).

3 According to Ravallion and Datt (1992), a poverty indicator can be calculated using the initial-period income distribution and the
average income level of the end period. The difference between this indicator and the initial-period poverty rate can be interpreted
as a growth effect on average income. It is also possible to calculate the poverty rate that corresponds to the average income of
the initial period, but with an income distribution similar to that of the end period. The difference between this indicator and the
initial poverty rate is the distribution effect. Both effects can also be calculated by exchanging the initial and end periods.
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Figure 1.5

Latin America (15 countries): annual variation in poverty rate and relative contribution of growth and distribution effects,

2014-20192
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
a Data refer to 2014-2019 except in the case of Chile (2013-2017) and Mexico (2014-2018). In the case of Brazil, the 2014 data correspond to the national household survey

(PNAD) and the 2019 data to the continuous national household survey (PNAD Continua).

In the group of countries with moderate poverty reduction (less than 5 per cent),
the distribution effect was the most important factor. In four of the seven countries
in this group (Peru, Paraguay, Mexico and the Plurinational State of Bolivia), income
redistribution accounted for more than half of the variation. In two of them (Paraguay
and the Plurinational State of Bolivia), the improvement in distribution even offset a
decline in average household income, while in Panama the worsening of distribution
lessened the strong positive effects of growth in average income. Lastly, in the group
of countries for which poverty increased, this was due to a worsening of distribution,
which, in the cases of Argentina and Ecuador, coincided with a reduction in income,
while in Brazil it was barely offset by a slight increase in average income.

The entry into or exit from poverty experienced by households over time is fundamentally
associated with changes in income that occur at the bottom of the distribution. Thus, a
strong increase in the income of these households in real terms will result in a reduction
in poverty. In an ideal situation, the determination of the income flows that affect these
movements should be carried out on the same households at different periods by
means of longitudinal surveys. Given that this type of monitoring is not possible with the
information available in the region, an approximate procedure is used, which consists of
analysing the changes between 2014 and 2019 for the same percentage of households
in both years, even if they are not strictly the same households.*

The income streams analysed correspond to (i) labour income, which includes
wages and income from self-employment; (ii) income from public and private transfers,
which include retirement and contributory pensions, non-contributory transfers and

4 Tosetthe threshold in income distribution, for each country the poverty rate for the year in which the rate was highest was used
—either the initial or end year— and 5 percentage points were added, to include households that are just above the poverty
line. As an example, if the poverty rate in a country in 2014 and 2019 was 30% and 25%, respectively, the set of households
belonging to the lowest 35% of income earners is selected as the reference group.
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other transfers (including remittances); and (iii) other income, consisting of income
from assets (rents, interest, dividends and profits) and, fundamentally, imputed rent
for the use of one's own home.?

Among the countries with the largest reductions in poverty (5% or more), labour
income was the main driver of income growth for the poorest households in Chile,
the Dominican Republic and El Salvador. In the case of Uruguay, the fastest-growing
items among the poorest households were public and private transfers (see figure 1.6).

Figure 1.6

Chapter |

Latin America (15 countries): annual variation in total per capita income among lower-income households,

by source of income, 2014-2019°
(Annualized figures)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
@ Countries in order of scale of poverty reduction. Data refer to 2014-2019 except in the case of Chile (2013—-2017) and Mexico (2014-2018).
b |n Brazil, it is not possible to disaggregate transfers further for the entire period. Public and private transfers are therefore presented in the “other income” stream.

Among the countries with moderate poverty reduction, increases in labour income
were the most important factor in Panama, Peru, Mexico and the Plurinational State of
Bolivia. In Paraguay and Costa Rica, income from public and private transfers predominated,
while in Honduras the largest increase was in the “other income” category. In the case
of Honduras and Colombia, income from public and private transfers fell, owing to the
contraction in non-contributory transfers. In the group of countries in which poverty
increased between 2014 and 2019, with the exception of Colombia, there was a sharp
decline in labour income, which was only partially offset by income from other transfers
in the case of Ecuador.

In addition, the variations in the labour income of poor households can be
disaggregated into two components: salaries and self-employed income. In most of
the countries, the first component accounts for most of the variation in labour income,
with the exception of the Plurinational State of Bolivia, Colombia, Honduras, Panama
and Uruguay, where both components showed similar variations or there was a greater
change in self-employed income (see figure 1.7).

5 The variations analysed here are calculated in value terms, that is, they take into account the joint effect of changes in the number
of recipients and the average income received by each recipient.
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Figure 1.7
Latin America (14 countries): annual variation in per capita labour income among lower-income households,

by source of income, 2014-20192

(Annualized figures)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
a Countries in order of magnitude of poverty reduction. Data refer to 2014—2019 except in the case of Chile (2013-2017) and Mexico (2014-2018).

Although to a lesser extent, transfers were also important in the variation in income of
poor households in some countries. In particular, changes in transfers from other households
and non-profit institutions (international remittances, family support, scholarships, etc.)
had an impact in terms of increasing the income of the poorest households in Chile, the
Dominican Republic, El Salvador and Ecuador. In Panama, the decline in this source of
income was more than offset by the increase in non-contributory transfers. The latter
meant higher incomes among the poorest households in Paraguay and Costa Rica and
income reductions in Honduras and Colombia. Given the low participation in this group
of households, the increase in retirement pensions only resulted in a positive variation
in the income of poor households in Uruguay and Panama (see figure 1.8).

Figure 1.8
Latin America (14 countries): annual variation in per capita transfer income among lower-income households,
by source of income, 2014-20192

(Annualized figures)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
@ Countries in order of magnitude of poverty reduction. Data refer to 2014—2019 except in the case of Chile (2013-2017) and Mexico (2014-2018).
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2. Population groups with the highest poverty
estimates

The estimates of poverty and extreme poverty are higher among women of working
age, in rural areas, among indigenous people and the Afrodescendent population,
children and adolescents, people with fewer years of schooling, and single-parent and
extended households.

The higher incidence of poverty in rural areas is a structural characteristic of the
region’s countries, owing mainly to low wages and incomes of the self-employed and
the low coverage of social security and social assistance systems in those areas. In 2019,
the poverty rate in rural areas was 45.7%, almost 19 percentage points above the value
recorded in urban areas (26.9%). Likewise, extreme poverty in rural areas was 21.2%,
more than 12 percentage points higher than the rate recorded in urban areas (9.0%).

In addition, the levels of poverty and extreme poverty among indigenous and
Afrodescendants are higher compared to the rest of the population. In 2019, the
poverty rate for indigenous people was 46.7% and the extreme poverty rate was 17.3%,
equivalent to twice (2.1 times) and three times (3.1 times) the respective rates for
the non-indigenous and non-Afrodescendent population in the nine countries overall.
Likewise, the levels of poverty and extreme poverty in the Afrodescendent population
greatly exceed those of the non-indigenous and non-Afrodescendent population in
the group of six countries that include this characteristic, with rates among people of
African descent being approximately 60% higher than those of the non-indigenous and
non-Afrodescendent population (see figure 1.9).

Figure l.9

Latin America (9 countries): incidence of poverty and extreme poverty by ethnicity and race, 2019
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Figure 1.9 (concluded)

B. Countries with information on Afrodescendent population®
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).

@ Weighted average for Bolivia (Plurinational State of), Brazil, Chile, Colombia Ecuador, Mexico, Panama, Peru, and Uruguay. The ethnicity indicator is constructed on the basis
of ethnicity as reported by respondents and is not strictly comparable across countries.

b Weighted average for Brazil, Colombia, Ecuador, Panama, Peru, and Uruguay. The ethnicity indicator is constructed on the basis of ethnicity as reported by respondents
and is not strictly comparable across countries.

In terms of age groups, poverty, especially extreme poverty, most affected the
youngest population, particularly children and adolescents up to the age of 14. At the
regional level, the probability of being in poverty and extreme poverty decreases as
people age: the lowest values for both are observed in the 65-and-over age group.
In 2019, the poverty rate in the group aged 14 and under was more than three times
higher than in the group aged 65 and over, while the same ratio was four times higher
for the extreme poverty rate (see figure 1.10).

Figure l.10
Latin America (18 countries): incidence of poverty and extreme poverty by age group, 20192
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
@ Weighted average for the following countries: Argentina (urban), Bolivia (Plurinational State of), Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, EI Salvador,
Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay and Venezuela (Bolivarian Republic of).
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The differences observed by age group are closely related to the forms of family
organization. Indeed, poverty rates in single-person households and in households
consisting of a head and spouse without children (characteristic of older persons or
young adults) are, on average, three times lower than in other types of arrangements,
which include two generations (two-parent households with children, single-parent
households) or which may include three or more generations (extended) or persons
without kinship ties (composite). In the case of the extreme poverty rate, the highest
value is observed in single-parent households, most (85%) of which are headed by
women who are responsible for children and adolescents.® In 2019, one in three
single-parent households were in poverty, and almost half of those were in extreme
poverty. This undermines the chances that the children and the adults in charge of them
will lead a full life (see figure 1.11).

Figure l.11
Latin America (18 countries). incidence of poverty and extreme poverty by type of household, 20192 °
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).

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

b Single-person households comprise only one person; Households with a childless head and spouse are made up of persons with a partner and no children present in the
household; two-parent household with children corresponds to households made up of the head of household, their spouse and the children of one or both members of
the couple; extended households are made up of members of three different generations (e.g. head, children and grandchildren); composite households include members
who declare themselves to be “non-relatives” of the head of household.

Lastly, the educational attainment of the head of household (as an approximation
of the educational level of the adults in the household) is also a differential factor when
analysing poverty and extreme poverty estimates in the population. Of all the dimensions
analysed in 2019, it is here that the greatest differences are recorded, with poverty
rates in households whose heads did not complete primary education 12.4 times those
of households whose heads completed tertiary education. Likewise, the incidence of
extreme poverty was 13.5 times higher in the former than the latter. In turn, it is only
in the group of households whose heads have completed secondary education that
the incidence of poverty and extreme poverty is somewhat lower than average. Only
in households whose heads have attained or completed tertiary education are these
levels low in relation to the overall figure (see figure 1.12).

6 See Economic Commission for Latin America and the Caribbean (ECLAC), CEPALSTAT, “Type of households, by sex of head
of household and geographical area” [online] https://cepalstat-prod.cepal.org/cepalstat/tabulador/Consultalntegrada.
asp?idindicador=2465&idioma=i.
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Figure l.12
Latin America (18 countries): incidence of poverty and extreme poverty, by educational attainment of household head, 20192
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
@ Weighted average for the following countries: Argentina (urban), Bolivia (Plurinational State of), Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador,
Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay and Venezuela (Bolivarian Republic of).

3. Vulnerability of the middle-income sectors

In this scenario of increased poverty and inequality, broad sectors of the Latin American
population live in chronic conditions of economic insecurity and high vulnerability to the
loss of wage income. In 2019, 76 % of the region’s population (467 million people) belonged
to low or lowermiddle income sectors; their per capita income was up to three times
the poverty line and they lacked sufficient savings to cope with a crisis (ECLAC, 2020b).

The following is a brief analysis of recent changes in stratification by per capita
income, with an emphasis on the low-income and middle-income strata. A strong and
prosperous middle class is crucial to any successful economy and cohesive society, as
it accounts for a significant share of consumption and spending on education, health
and housing, and plays a key role in supporting social protection systems through tax
contributions. However, the middle-class strata are particularly vulnerable to economic
crises because their level of well-being largely depends on the jobs of their working-age
members, and their access to social protection systems is limited.”

In Latin America, in line with the significant improvement in per capita household
incomes since 2002, there has been not only a considerable reduction in poverty, but
also in the size of low-income strata in general, with a resulting swelling of the middle
class. In 2002, the lower strata comprised 71% of Latin Americans. That proportion fell
by 10 percentage points between then and 2008 and declined more slowly over the next
11 years, reaching 56 per cent of the population in 2019.8 At the same time, the middle
sectors became increasingly important, increasing in size from 27% of the population
in 2002 to 37% in 2008 and 41% in 2017 and 2019 (see figure 1.13). This suggests that
the gradual improvements in per capita household income led to a process of economic
mobility that allowed about 15% of people to move into the next-highest income strata.
However, that process of mobility has come to a halt in the last two years.

7 See ECLAC (2019, box I.2) for operational criteria for defining the strata.
8 This, despite the gradual deterioration of the registered labour market since 2015, which led to setbacks in some countries.
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While part of the improvement in well-being in the lower strata, particularly
among the poor and extremely poor, had to do with expansion of social protection
systems and efforts to allocate public resources to poverty alleviation programmes,
in the case of the middle class the improvements were more concerned with better
working conditions, higher earned incomes, and increased female labour participation.
Thus, the middle strata benefited mainly from the increase in the number of work
income earners in households.

Figure 1.13
Latin America (18 countries): @ population by per capita income strata, around 2002, 2008, 2017 and 2019
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of the Household Survey Data Bank (BADEHOG), figures adjusted for population
projections of United Nations, World Population Prospects 2019, New York, 2019 [online] https://population.un.org/wpp/ and estimated poverty trends in countries

for which figures are not available for the years indicated.

a@ The countries included are: Argentina, Bolivia (Plurinational State of), Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras,

Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay and Venezuela (Bolivarian Republic of).

4. Slow reduction in income inequality

Social inequality in Latin America is the result of a complex matrix of determinants
that reflects the structural heterogeneity of its production systems and is sustained
by a culture of privilege, perpetuated by public and private institutional arrangements
that either favour that culture or are insufficient to significantly reduce gaps. Inequality
is expressed in various dimensions, such as income and productive resources, work
and employment, education, health care, housing and basic services, information and
communication technologies, food security, social protection, possibilities of living a life
free of violence, participation and agency, among others (ECLAC, 2019). Among them,
income distribution is particularly important because income largely determines people’s
access to the different goods and services necessary for life and to opportunities to
develop and achieve the life to which they aspire.

Income gaps in the population are usually summarized in inequality indices, such as
the Gini index, in which a value of 0 represents no inequality and 1 denotes maximum
inequality. According to that indicator, income inequality, as measured by household
surveys, declined significantly between 2002 and 2014 in the 15 countries analysed,
at arate of 1.1% per year. While that trend continued between 2014 and 2019, the rate
of decline in inequality slowed considerably, to 0.5% per year (see figure 1.14).
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Figure l.14
Latin America (15 countries): Gini inequality index, 2002-2019°2
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
Note: For details of the figures by country presented in the figure, see table [.A2.3 in annex.
@ The Gini index is calculated including incomes equal to zero.

b Urban total.

¢ The figures for 2002 and 2014 were adjusted for the difference between the national household survey (PNAD) and the continuous national household survey (PNAD
Continua) of 2014, to enable their comparison with 2018 figures.

d Figures from 2010 onward are not comparable with those of previous years.

€ Figures for 2016 and 2018 are not comparable with those of previous years.

f Figures for 2017 and 2019 are not strictly comparable with those of 2002 to 2014.

9 Figures for 2002 refer to urban areas.

h Simple average based on the data available for the nearest year for each of the 15 countries.

The way in which national income is distributed among households is conditioned
by various structural factors, which limit the possibility of generating profound
changes in short periods of time. Rather than a true reflection of a change in income
distribution, the changes observed in inequality indicators over a short period of
time are often the result of the characteristics of the household survey. Even so,
the recent increase in indicators in several countries is striking, reversing the trend
of narrowing inequality that has characterized the region for several years. Using
information from the 2017 and 2019 household surveys as a reference, four countries
showed a decrease in the Gini index (between 4% and 6%), three showed no
change and seven registered an increase (between 1% and 3%) (see figure 1.15).
These results imply that, even without considering the expected reversal in the
context of the pandemic, the region is not making significant progress in reducing
inequality in income distribution. This not only narrows the possibility of meeting
Sustainable Development Goal (SDG) 10, but also diminishes the feasibility of
reducing poverty and extreme poverty. Meeting the goal of eradicating extreme
poverty is not feasible without visible progress in reducing income gaps, especially
in a context of low growth in average household income.
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
@ The Gini index is calculated including incomes equal to zero. Pink dots represent a cumulative decrease of 3% or more in the Gini
index. Blue dots represent an increase of 3% or more in the same indicator.

Inequality trends become even less favourable when, in addition to household
surveys, other data sources, such as tax records and national accounts, are taken into
account (see box 1.3).

Box 1.3
Income inequality estimated based on combined data sources

Various editions of the Social Panorama of Latin America have drawn attention to the underestimation of income
inequality measured exclusively on the basis of household surveys. This is due to the limitations of this type of source
in capturing information on the largest income earners, particularly with respect to income from asset ownership. To
capture income inequality more fully, a number of studies have combined information from household surveys with
information from income tax records, which generally better captures the situation of the highest income earners,
and with national accounts, which provide a benchmark for the total amount of income received by households.

Arecent study uses available information from 10 countries in the region to estimate income inequality by combining
data from standardized surveys of the Household Survey Data Bank (BADEHOG) of the Economic Commission for
Latin America and the Caribbean (ECLAC), administrative records and national accounts (De Rosa, Flores and Morgan,
2020). The use of supplementary sources allows for various corrections to the income measured on the basis of the
surveys. Each of the processes applied results in a further increase in inequality: correcting the data for the richest
recipients based on information from tax records; increases the Gini coefficient by an average of 6% (across all countries
and years of the study); scaling the corrected values from the survey to the household income totals by source obtained
from the national accounts generates an additionalincrease in the Gini index of 5% on average; and, finally, the imputation
of missing income (above all, undistributed corporate earnings) to arrive at the concept of national income represents
a further 4% increase in the Gini index (see figure).
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Box 1.3 (continued)

Economic Commission for Latin America and the Caribbean (ECLAC)

Latin America (10 countries): effect of combining household survey data with information from administrative records
and national accounts on the Gini index, 2000-2018
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Box 1.3 (concluded)
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Source:Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of M. De Rosa, |. Flores and M. Morgan, “Inequality in Latin America revisited:
insights from distributional national accounts”, Technical Note, No. 2020/02, World Inequality Lab, 2020.

The results of the application of this methodology show that, in some countries, the reduction in inequality since 2000
is not as pronounced when the Gini index is estimated using a combination of these sources, as compared with estimates
obtained using household surveys alone, particularly in Chile and Peru. Moreover, in cases such as Brazil and Mexico,
inequality not only did not decrease, but actually increased, thus generating a new call for a closer look at the processes
of effective income distribution in the countries of the region.

While the application of this new methodology helps to complement the perspective on household income distribution,
it should not be overlooked that both national accounts and tax records have different types of limitations. Generating more
accurate estimates of income distribution requires continuous improvement of household surveys to adequately capture
different income sources. It is also essential to examine in detail the assumptions used to estimate household income in
national accounts and to establish the source of discrepancies with the amounts reported in surveys. Finally, it is necessary
to promote the disclosure of tax information in the countries of the region and generate better background information
for its joint use with other data sources.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of M. De Rosa, I. Flores and M. Morgan, “Inequality in Latin America
revisited: insights from distributional national accounts”, Technical Note, No. 2020/02, World Inequality Lab, 2020.
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The inequality in income distribution is evident when comparing the proportion of
total income received by households in the highest and lowest income groups. The
income share of the first three quintiles is lower than their share of the population (i.e.
60%). The first quintile receives only between 3% and 6% of total income, while that
proportion does not exceed 10% in the second quintile. Only the income share of the
fourth quintile, between 18% and 22%, is similar to its share of the total population.
In contrast, the highest-income quintile accounts for between 46% and 58% of total
income (see figure 1.16).

. share of total income, by quintile, 20192

S
oo
7.
S~
[d=)
7z
ol
7.
N
/7.
/7,
]
N
7.
s,
a1
N
7.
ol
/7.
o1
[$2]
/7.
/7,
ol
[$2]
/7.
/77,
[$2]
~
7.
o/
o1
(e}
ol
=
L

72

2 7 I 5 B B .
N B B N g g 8  m Quintile |
= Quintile I
I & B B R R R R R B E I
oW B 33, g M Quintile Il
10 10 BB 9 10 9 3 Quintile IV
s He s s B 4 S Quintile V
- '§s 3 £ &8 8 £ 8 B & 3 £8
= g 5 © B 2 2 T § 5 = -2
£ 2 5 = s 2 S =
=] o - =) (&)
[mm} [db)

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).
@ Household quintiles organized by per capita income. Countries ordered according to share of fifth quintile. Information for 2019 or most recent year.

Some of the sources of income received by individuals are distributed across
quintiles in a similar way to total income. In the regional average, this is true for earned
income and imputed rent (the value assigned to households that own the dwelling in
which they reside). In Latin America, the first quintile receives on average 3% of wages
and 5% of own-account income, while the richest quintile receives 51% and 53% of
those sources, respectively. Likewise, insofar as retirement pensions (contributory
old-age pensions) are linked to the trajectory of people’s labour income, they are as
or more concentrated than labour income. On average, the first quintile receives only
1% of the total amount from this source, while the fifth quintile receives 68%. The
most unequally distributed source of income is property income, which is practically
non-existent in the first two quintiles, compared with 82% for the fifth quintile.

Cash transfers made by governments as part of their social protection programmes
stand out as the only source of income with the highest share among low-income
households. On average, the first two quintiles capture a little more than 50% of this
source. Households also receive transfers from other households (particularly remittances
from abroad) and institutions. Although to a lesser extent than labour income, most of
these transfers also occur in the upper quintiles (see figure 1.17).
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Figure 117
Latin America (15 countries): distribution of income from each source among quintiles, 2019°
(Percentages)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).

@ Household quintiles organized by per capita income. Simple average of 15 countries in the region, with information as of 2019 or the most recent year. Sources of income
ranked by their share of total income. The countries included are: Argentina, Bolivia (Plurinational State of), Brazil, Chile, Colombia, Costa Rica, Dominican Republic,
Ecuador, El Salvador, Honduras, Mexico, Panama, Paraguay, Peru and Uruguay.

On average, most household income comes from paid work, whether as a dependent
employee (48%) or self-employed (23%). The rest of the income corresponds to imputed
rent for home ownership (12%), even though this is not freely available monetary
income; contributory pensions (retirement pensions) (8%); public and private transfers
(7%) and property income (2%).

This structure has some particular characteristics depending on the level of income
received. In the first quintile, 60% of income comes from paid work, in practically equal
parts for salaried employment and self-employment. Public transfers and transfers from
other households each account for about 10% of income, while contributory pensions
and income from asset ownership together account for barely 3% of total income in
the first quintile.

In contrast, in the fifth quintile, 70% of income comes from employment, two
thirds of which corresponds to income from dependent work. In this case, the sum
of private transfers (4%) and public transfers (less than 1%) has a lower share than
contributory pensions (10%). Property income represents 4% of total income, according
to household surveys, although this value is underestimated.® Imputed rent is also a
significant source of income for the fifth quintile, with a 12% share (see figure 1.18).

9 Household surveys, the main source of information for the analysis of income distribution, do not adequately reflect the incomes
of better-off individuals and significantly underreport income received from asset ownership. By way of reference, the property
income reported in the household account of the national accounts of some countries in the region can exceed the value recorded
in household surveys by 10 times or more.
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Figure 1.18
Latin America (15 countries): composition of income by quintile and source of income, 20192
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).

@ Household quintiles organized by per capita income. Simple average of 15 countries in the region, with information as of 2019 or the most recent year. The countries
included are: Argentina, Bolivia (Plurinational State of), Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, EI Salvador, Honduras, Mexico, Panama, Paraguay,
Peru and Uruguay.

B. Poverty, social stratification and inequality
in times of COVID-19

Due to the effects of the pandemic, and despite social protection measures to
address it, poverty and extreme poverty will reach levels not seen for 12 and
20 years, respectively, and there will be a deterioration in distribution in most
countries. The low-income strata grew by 4.5 percentage points (61% of the
population), while the middle-income strata contracted by a similar amount.
About 115 million people are in a worse economic situation, 59 million of whom
were in the middle-income strata in 2019.

1. Regionwide increase in poverty and extreme poverty

The job losses and reduction in labour income suffered by households as a result of
the COVID-19 pandemic have particularly affected the region’s lower income strata.
Projections made in order to estimate the impact of the pandemic on incomes in 2020
suggest that the crisis will lead to a sharp increase in poverty and extreme poverty in
the countries of the region.

The poverty projections are based on the model whose methodology is detailed
in Annex |.A1 and update those previously presented by ECLAC in 2020 (2020b,
2020d and 2020e). On this occasion, the simulation model also considers monetary
transfers to households to cope with the reduction in labour income (see chapters Il
and IV). These have been granted with very different criteria in each country, so some
simplifying assumptions were adopted for their inclusion in the projections. In particular,
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the monthly amount of non-contributory cash transfers received per person in each
country was estimated and distributed among individuals according to the quintile to
which they belonged (based on their 2019 per capita income).

In 2020, the extreme poverty rate is projected to reach 12.5% and the poverty
rate 33.7%. This would mean a total of 209 million poor people at the end of 2020,
22 million more than the previous year. Of that total, 78 million people would be in
extreme poverty, 8 million more than in 2019 (see figure 1.19).

Figure l.19
Latin America (18 countries): rates of poverty and extreme poverty and people living in poverty and extreme poverty, 2019-2020°
(Percentages and millions of people)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).

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

b 2020 values based on projections that do not take into account the effect of emergency cash transfer programmes.

€ 2020 values based on projections that take into account the effect of emergency cash transfer programmes.

In terms of poverty rates, it is necessary to go back to 2008 to find a similar rate
(33.5%), which implies a 12-year reversal for the region. That reversal is even greater
in the case of extreme poverty, for which one has to go back 20 years, to 2000, to find
a similar rate (12.4%). The projected number of people living in poverty in 2020 is at a
similar level to that of 2005 (210 million). For people in extreme poverty, the estimate
for 2020 is the highest in the series, exceeding the previous peak recorded in 2019. All
this puts at risk the achievement of the first Sustainable Development Goal (see box |.4).

The increase in poverty and extreme poverty would have been greater had measures
to transfer emergency income to households not been implemented. Projections
that only take into account the impact of the pandemic on employment and labour
income show that the poverty rate for 2020 was 37.2% of the population, with 15.8%
in extreme poverty. That would mean a total of 230 million poor people by the end of
2020, 21 million more than projected, taking into account cash transfer programmes.
Similarly, the total number of people living in poverty would have reached 98 million,
20 million more than projected, taking into account the transfer programmes.
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Box 1.4
Perspective and impact on the implementation of Sustainable Development Goal (SDG) 1

The projected increase in extreme poverty and poverty due to the COVID-19 pandemic has implications not only in 2020,
but also in the years that follow. This is particularly relevant in the context of the Sustainable Development Goals (SDGs)
adopted by UN Member States in 2015, one of the targets of which is to eradicate extreme poverty by 2030.

It is possible to estimate the level of extreme poverty in the region in 2030 by applying different combinations of
average household income growth and distributional change to the 2020 projections. One scenario, with per capitaincome
growth of 1% per year and no change in income concentration, would only see the extreme poverty rate pushed back to
11.5%, a proportion even higher than in 2019.

Assuming the same annual per capita GDP growth rate (1%), but projecting a decline in inequality equivalent to a
reduction in the Gini coefficient of 1% per year, the estimated incidence of extreme poverty in 2030 would be 9.6%. The
importance of adopting policies that improve income distribution to help lower poverty is evident, as a small reduction in
the Gini index would reduce projected extreme poverty by almost 2 percentage points by 2030.

In contrast to what was observed up to 2019, even annual GDP growth of 5% and a 1.5% annual reduction in the
Gini index -which would have been sufficient to achieve the expected target for 2030 (assumed to be 3% for the
practical purposes of the simulation)- would not be enough to eradicate extreme poverty, the incidence of which
would be 5.7% (see figure).

Latin America (18 countries):2 projected extreme poverty rate in 2030 with different scenarios of per capita GDP growth
and changes in income distribution
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).

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

If, before the pandemic, the goals of eradicating extreme poverty and halving total poverty already required higher
levels of GDP growth and reduced inequality than have been recorded in the region in recent years, the current situation
has significantly increased the challenge. However, the positive effects of direct cash transfer programmes in recent months
show the potential of this type of public policy action to fill the income gaps that enable poverty and extreme poverty to
be overcome and make achieving SDG 1 more feasible.

Source: Economic Commission for Latin America and the Caribbean (ECLAC).
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2.  Downward social mobility

The contraction of economic activity due to the COVID-19 pandemic and the resulting
job losses and reduction in labour income will lead to an increase not only in poverty
and extreme poverty, but also in the size of the population in low-income strata and
in downward mobility in the middle and uppermiddle strata (poor people who are not
in extreme poverty and low-strata households above the poverty line). This is because
middle-sector and uppermiddle-sector families primarily earn their income through
work, mostly salaried labour, and are often not beneficiaries of social protection policies
and programmes.

It is estimated that, between 2019 and 2020, the low-income strata will have
increased by 4.5 percentage points (about 28 million additional people), at the expense of
a contraction in the middle sectors by a similar proportion (-4.1% and -25 million people,
respectively).’® Out of a total of around 59 million people who in 2019 belonged to the
middle sectors and who in 2020 are experiencing a process of downward economic
mobility, just over 25 million people have done so without falling out of the middle
sectors, while just over 3 million have fallen directly into poverty or extreme poverty and
the rest have moved into the lower stratum above the poverty line. Although, generally
speaking, emergency social protection measures mainly targeted those in poverty
or with a high probability of falling into poverty, those measures were able partially
to contain the contraction of the middle-income strata. In short, between 2019 and
2020, the vulnerable population living on incomes up to three times the poverty line
increased by 3.3 percentage points, equivalent to 20 million people (see figure 1.20).

Figure 1.20
Latin America (18 countries):? population by per capita income strata, 2019 and 2020
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10" The middle sectors did not shrink by exactly the same proportion and number because there is also an estimated reduction in
the number of people in the upper sectors and because population growth between the two years has mainly concentrated in
the lower sectors.
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Figure 1.20 (concluded)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of the Household Survey Data Bank (BADEHOG), figures adjusted for population

projections of United Nations, World Population Prospects 2019, New York, 2019 [online] https://population.un.org/wpp/ and estimated poverty trends in countries
for which figures are not available for the years indicated.

@ The countries included are: Argentina, Bolivia (Plurinational State of), Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras,
Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay and Venezuela (Bolivarian Republic of).

b Owin

g to the use of different population frameworks, the figures included here may not coincide with those presented in figure 1.19.

Given that there is no clear likelihood of a rapid and full recovery of the labour market
in the short term, attention should be given to economic recovery processes and to
effectively increasing and maintaining the coverage of emergency social protection
programmes implemented by the vast majority of countries in the region. These should
include sufficient transfers or other measures, such as freezing basic expenditures or
deferring debt, to prevent a large proportion of vulnerable households from suffering
significant asset losses and, ultimately, a long-term decline in their level of well-being.
In the medium and long term, it is also necessary to move towards the construction
of comprehensive and universal social protection systems.

3. Deterioration of income distribution

Forecasting the effect of the COVID-19 pandemic on household income distribution is
not a simple exercise, due to the multiplicity of factors involved in determining income
distribution, the great dynamism of events and the high uncertainty. However, it is of
interest to assess the results of the simulation model described in Annex |.A1 and to
see to what extent they suggest a distributional deterioration in 2020.

The simulation model for 2020 assumes that household income will fall by the same
amount as projected output per person. In order to distribute this reduction among
individuals, a differentiated impact is applied among them, according to the sector of
economic activity in which they work and the characteristics of their employment.

A first important factor is the loss of labour income due to an interruption of
employment. According to the projections made, the proportion of people who would
stop earning labour income in the first quintile (based on 2019 incomes) would increase
by 5.7 percentage points, a value that decreases considerably in the subsequent
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quintiles. In the fifth quintile, the proportion of people with no income is estimated
to increase by 0.7 percentage points.

A second element is the fall in labour income of those who have remained in
employment during the pandemic. As a result of the significant slump in demand and
the decline in possibilities for people to carry out their work activities as normal, there
was a 15% contraction in the average labour income of employed persons. For people
in the first quintile (for 2019), the reduction was 42 %, while for those in the fifth quintile,
the estimated average reduction is about 7% (see figure 1.21).

Figure .21
Latin America (18 countries): unemployment rate and average income per employed person, by quintile (for 2019),
2019 and 20202
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of Household Survey Data Bank (BADEHOG).

@ In the projection model, the unemployment rate includes all persons who have lost their jobs, without distinguishing whether they looked for a new job (and are therefore
unemployed) or not (and are therefore out of the labour force). The countries included are: Argentina, Bolivia (Plurinational State of), Brazil, Chile, Colombia, Costa Rica,
Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay and Venezuela (Bolivarian Republic of).

" Although dismissals of paid workers are usually reflected in the unemployment rate, a significant portion of those who found

themselves in this situation during the pandemic became part of the population outside the labour force, owing to difficulties
seeking employment (a necessary condition for being classified as unemployed) (see chapter Il). For simplicity, the model
assumes that all job losses are reflected in the unemployment rate.
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Box I.5

Economic Commission for Latin America and the Caribbean (ECLAC)

As a result of the labour income trends described above, one would expect total
per capita income inequality to increase in 2020, resulting in an average Gini index
5.6% higher than that recorded in 2019. However, if one includes transfers made by
Governments to mitigate the loss of labour income, whose distribution tends to be
concentrated in low- and middle-income groups, the average increase in the Gini index
for the region would be 2.9%.

These results do not take into account other factors of great significance for income
distribution. One of them is remittances from abroad, which have behaved differently
than expected. In April 2020, ECLAC warned that remittance flows to Latin America and
the Caribbean could contract by 10%—-15% in 2020 (ECLAC, 2020e). Nevertheless, the
most recent data show an increase in remittances with respect to 2019 in the case of
Mexico and some Central American countries (Fundacién BBVA Bancomer/CONAPO,
2020; BCRD, 2020; BCR, 2020).

Another element that affects income distribution is income from ownership of physical
and financial assets. Although the region’s stock markets experienced a significant fall
in the second quarter of 2020, the subsequent recovery could lead to an increase in
this type of income, which is concentrated among wealthier households (see box 1.5
for an illustration of the importance of property income).

Distribution of property income and wealth: recent evidence from Mexico

Income from asset ownership is the least equally distributed source of income and is a particularly important source for the
wealthiest households. Given the limitations of household surveys in adequately reflecting income from asset ownership,
the information available in the national accounts, in particular the household sector account, offers a better appreciation of
the share of this source in household income. Likewise, the concentration of physical assets provides additionalinformation
for better understanding economic inequality.

According to the national accounts of Mexico, 47% of national household income (i.e., market resources, before transfers,
that families have for consumption and spending) is self-generated, as resources for their own consumption or through
family businesses; 30% corresponds to wages, of which slightly more than half comes from private sector jobs; and 23%
is property rental income (see figure 1).

Figure 1

Mexico: allocation of primary income to households, by source, 2018
(Percentages of national household income)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of National Institute of Statistics and Geography (INEGI), “Cuentas por sectores
institucionales: saldos contables por sector institucional, base 2013", 2018 [online database] https://www.inegi.org.mx/temas/si/.
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Box I.5 (concluded)

According to the same source of information, in 2018, about 18 million private sector workers received 2.7 trillion pesos
in remunerations, which amounts to approximately US$ 630 per month. In contrast, just over 215,000 families received
3.4 trillion pesos in dividends, about US$ 27,000 per month.

Also in 2018, the resources that residents in Mexico had invested in equity holdings and investment funds amounted
to 25 trillion pesos (US$ 1.3 trillion), a sum equivalent to 110% of national income. That wealth (financial assets) is also
highly concentrated. According to information from the National Banking and Securities Commission (CNBV), in 2018
there were only 270,000 contracts in the country to manage resources in brokerage firms, 81.9% of which corresponded
to amounts of less than 15 million pesos. At the other extreme, more than two-thirds of the total amount of assets (70.2%)
was concentrated in about 23,000 contracts (8.5% of the total). This resulted in a very high Gini coefficient of 0.75. In 2019,
distribution improved slightly, as the share of contracts for less than 15 million pesos increased to 83.6%. However, the Gini
coefficient remained virtually unchanged at 0.74 (see figure 2).

Figure 2
Mexico: amount invested in brokerage firms, by investment range in millions of pesos, 2017-2019
(As a percentage of total)
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Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of National Banking and Securities Commission, “Portafolio de informacion” [online]
www.cnbv.gob.mx/Paginas/PortafolioDelnformacion.aspx.

This distribution generates profound inequality in Mexico. The majority of families whose income depends on work
receive a small proportion of the value added generated, while a minority that owns financial assets concentrates a high
proportion of the value generated, through the dividends paid by companies.

Source: Economic Commission for Latin America and the Caribbean (ECLAC), on the basis of National Institute of Statistics and Geography (INEGI), “Cuentas por
sectores institucionales: saldos contables por sector institucional, base 2013, 2018 [online database] https://www.inegi.org.mx/temas/si/and National
Banking and Securities Commission, “Portafolio de informacion” [online] www.cnbv.gob.mx/Paginas/PortafolioDelnformacion.aspx.
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Annex |.A1
Methodology used by ECLAC to project the impact
of the COVID-19 pandemic on poverty

The poverty and inequality estimates presented in this chapter are based on
information provided by household surveys collected by national statistics offices and
other public agencies in the countries of the region and compiled in the Household
Survey Data Bank (BADEHOG) of the Economic Commission for Latin America and
the Caribbean (ECLAC).

For years in which a household survey is not available, ECLAC usually estimates
poverty by means of a model that modifies the income measured in the most recent
household survey available, using two parameters that represent the rate of income
growth and the expected distributional change, respectively.

Per capita income for period #+1 is simulated using the following expression
(ECLAC/IPEA/UNDR 2002):

y =01+ B) (1 - o)y + ap] (1)

where y/ is the income per person of each household i in year #, u* the average income
per person of all households in year ¢, a. a parameter that expresses the percentage
reduction in the Gini index and B the parameter that accounts for the growth rate of
income per person. Projected incomes make it possible to determine the number of
poor people in period t+1 and to calculate the new poverty rate.

The parameter B corresponds to the variation projected by ECLAC in per capita
GDP (in constant 2010 dollars) for the corresponding year. Since the growth rate is
expressed in real terms, the value of the poverty line remains constant. The parameter o
is assumed to be equal to 0 in periods of economic growth and a distributive deterioration
is assumed in periods of economic contraction.

To project the impact of the pandemic on income in 2020, some modifications
were made to the model to first simulate changes in individual labour income
and then reconstruct household income. The model maintains the principle that
household income per person varies in the same proportion as GDP per capita.
The difference lies in the way in which this variation in income is distributed among
individuals and households, which no longer depends on a single parameter, but
is simulated on the basis of different steps that include estimates of the risk of
job loss, the consequent extent of the reduction in income and the contributions
made by Governments in the form of cash transfers. These three elements have an
impact on household income, and their consideration is based on various studies
that suggest a greater decline in employment and income among salaried and self-
employed workers who work in the informal sector, in low-productivity occupations
and in certain sectors of activity.

To do this, based on the 2019 household survey data (or the most recent available),
each person classified as employed is assigned a score for their “risk” of job and income
loss, between 0 and 100, considering three criteria:

(i)  Sector of economic activity: a higher risk (70 points) is assigned to persons
employed in the commerce, hotel and restaurant, and transport and
communications sectors. A medium risk (50 points) is assumed for the
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(iif)

manufacturing, construction, financial intermediation and public administration
sectors. A low risk (30 points) is assumed for the primary sector, agriculture,
mining and the electricity, gas and water sector.?

Employment productivity: a higher risk (between 5 and 15 additional points) is
assigned to non-professional and non-technical workers who are self-employed
or salaried workers in establishments of up to five persons (i.e., the criteria
used to define the indicator for low-productivity jobs).

Labour income: a higher risk (between 5 and 15 additional points) is assigned
to employed persons whose labour income is below the median for the sector
in which they work, as a predictor for occupations that typically offer lower
social protection.

A normal distribution is assumed for each of the three risk-score categories in order

to introduce a random element into the assignment.

Once the risk scores have been assigned, the following steps are performed:

— Change the activity status from employed to unemployed, so that the
unemployment rate matches the projected rate implied in ECLAC (2020a).

— Modify the average labour income of employed persons, according to the level
of risk estimated above.

— Modify transfer income. Other non-labour income (pensions, other transfers,
capital income, imputed rent) is assumed to remain at the same levels as in 2019.

— lteratively calculate the final variation in average labour income so that the
variation in per capita household income is equal to the projected variation in
per capita GDP (ECLAC, 2020a).

Because public transfers granted to alleviate income losses have been applied

with varying criteria in each country, the simulation of this component adopts some
simplifying criteria. In particular, the monthly amount per person corresponding
to these transfers in each country is estimated on the basis of the information
presented in chapters Ill and IV and that obtained from the COVID-19 Observatory
in Latin America and the Caribbean and the Social Development and COVID-19 portal
of the Observatory on Social Development in Latin America and the Caribbean. This
amount is distributed to all people according to the quintile to which they belong,
considering their 2019 per capita income. The amount per person is adjusted in each
quintile so that the transfer amount received by each quintile corresponds to the
following distribution: first quintile, 30 per cent; second quintile, 30%; third quintile,
20%; fourth quintile, 15%), and fifth quintile, 5%."3

12

13

For simplicity, the classification is made at the highest level of the International Standard Industrial Classification of All Economic
Activities (ISIC), according to the version used in each country. For the allocation of intensity by sector, an approximation based
on ECLAC (2020c) was used.

This distribution corresponds roughly to that reported in the June 2020 PNAD CQOVID19 national household survey in Brazil
(IBGE, 2020b).
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Annex |LA2

Table .LA2.1
Latin America (18 countries): poverty and extreme poverty indicators, 2000-2019°
(In units of the corresponding indices)

Poverty” Extreme poverty
Country Year Households Individuals Households Individuals
Incidence Incidence Poverty Povertygap Incidence Incidence Poverty Poverty gap
(H) (H) gap (PG) squared (FGT2) (H) (H) gap (PG) squared (FGT2)
Argentina® 2002 52.8 