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Each Human Development Report since
1990 has focused on some aspect of well-being
“beyond income”. The human development
approach is precisely about enlarging peo-
ple’s choices —focusing on the richness of
human lives rather than on material wealth
or income alone. The 2016 Regional Human
Development Report for Latin America and
the Caribbean takes this approach to a new
level by expanding the way we think about pro-
gress and multiple dimensions of well-being,
applying the human development approach
to the new, holistic sustainable development
agenda, and adapting it to the needs and aspira-
tions of Middle Income Countries (MICs) and
Small Island Developing States (SIDSs) alike.

The key ideas of this report are embedded in
its title, Multidimensional progress: well-being
beyond income. Why focus on “progress” at all?
First, because Latin American and Caribbean
countries have gone through a historic trans-
formation process, reshaping both income and
non-income dimensions of well-being. Over 72
million people have exited from poverty and
close to 94 million have joined the ranks of the
middle class since 2003. These were achieved
through innovative social policies and inclu-
sive economic growth. Second, this forward
momentum is threatened by a global economic
slowdown and changes in oil and commodity
prices. For Middle Income Countries, “devel-
opment” does not expire at a GDP threshold.
Inequalities, discrimination, and longstanding
exclusions --including gender, ethnic and racial
gaps-- require policy attention above and below
income lines.

The “multidimensional” focus builds both
on past work on human development and the
more recent and pioneering policy work on
multidimensional poverty in the region. The
explicit measurement of acute deprivations has
inspired a generation of policymakers to also
think about policy in a multidimensional and
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integrated fashion. There is now an interest in
addressing multidimensional challenges zbove
the poverty line —to include issues such as the
quality of work, social protection across the life
cycle, systems of care, use of time between men
and women, citizen security, and freedom from
shame and humiliation, among others.

All of this relates to the 2030 Agenda
for Sustainable Development, including the
Sustainable Development Goals (SDGs). Last
year, 193 heads of state signed an historic
and universal agreement which will shape the
development conversation for the next fifteen
years. If there ever was a “multidimensional”
moment, this is it.

This report ties into UNDP and UN system
efforts to mainstream, accelerate, and provide
policy support on SDGs to Member States in
a timely and effective fashion. A key novelty
of the report is a tool to tackle poverty in its
multiple dimensions, providing an SDG entry
point for each country according to their spe-
cific needs.

The poverty eradication tool, tested across 18
countries for this report, focuses on the dynam-
ics of leaving and of falling back into poverty.
While exiting poverty correlates mostly with la-
bour markets and educational achievement, the
factors which prevent people from falling back
into poverty are mostly correlated with access
to social protection, through both social trans-
fers and pensions, as well as access to systems
of care, physical and financial assets, and labour
skill upgrading. A “basket of multidimensional
resilience” combined with a comprehensive
set of policy interventions charts a new course
for social and economic policymakers to make
sure that no one slides back into poverty after
they have exited it. While 49 per cent of the
region’s population experienced upward mobil-
ity between 2003 and 2013, close to thirteen
per cent also experienced downward mobility
during the same period. Thus, it’s not enough
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to focus on poverty reduction alone —boosting
resilience to relapse into poverty is vital.

This year’s report is timely, both because
it addresses the vulnerabilities —and key
strengths - of Latin American and Caribbean
countries, but also because it kick-starts a
new development conversation for Middle
Income Countries around the world. Human
Development Reports are at their best when
they document good practice, measure pro-
gress, and push the frontiers of how we think
about development in a changing world.
This Regional Human Development Report
should be no exception in its capacity to

engage stakeholders across a rich empirical,
conceptual policy debate —one which will be
seminal to our work for at least the next fif-

teen years.

Helen Clark
Administrator

United Nations Development Programme
(UNDP)



25 to 30 million people in
the region risk falling back
into income poverty. This

amounts to more than a
third of the population
that quit poverty since

2003. The first priority is to
protect the population that

vi

is in vulnerability while
addressing hard forms
of exclusion affecting
millions who never

left poverty, measured
either by income orin
multidimensional terms.

The 2016 Regional Human Development
Report for Latin America and the Caribbean
focuses on the increasingly pressing challenges
facing the region. In times of global economic
fragility, eradicating poverty and reducing
inequalities in all their dimensions require a
twofold strategy. Protecting the achievements
of the last decade - to prevent millions from
falling back into poverty- while promoting
comprehensive policies adapted to populations
suffering from discrimination and historical
exclusions.

We see multidimensional progress as a
space for development regulated by certain
limits: “nothing that diminishes the rights of
people and communities or jeopardizes the
environmental sustainability of the planet can
be regarded as progress.”

Latin America and the Caribbean is a diverse
region and does not follow a single pattern of
development. This Report is separated into two
volumes, which share the same narrative: the
Regional Human Development Report - the
first volume - covers the entire region, while
deepening the analysis on Latin America;
and the Caribbean Human Development
Report - the second volume - approaches the
multidimensional challenges of sustainable
development and human progress taking
into consideration the particularities of the
Caribbean.

The significant social and economic trans-
formations experienced by every country of
the region in recent years are threatened by an
unfavorable global economic context. In this
regard, the report lists three challenges. The
first challenge is that, despite the current global
environment, governments of the region are
able to implement policies that preserve the
achievements. Twenty-five to 30 million people
in the region risk falling back into income pov-
erty. This amounts to more than a third of the
population that quit poverty since 2003. Thus,

Presentation

the first priority is to protect the population
that is in a situation of vulnerability, while ad-
dressing deep-rooted forms of exclusion affect-
ing millions who never left poverty - measured
either by income or in multidimensional terms:

e To protect the achievements, resuming eco-
nomic growth is not enough. This report
shows that social protection throughout
the life cycle; expansion of systems of
care for children, elderly and persons with
disabilities; broader access to physical and
financial assets; and continuous improve-
ments in labour quality - particularly in the
case of young people and women- are vital.

e In addition, many forms of exclusion
transcend income and are associated with
unequal treatment, discrimination, violence
or stigmatization based on ethnicity, race,
skin color, identity and sexual orientation,
gender, physical or mental disability, reli-
gion, migrant status or nationality. Closing
material gaps is not enough to eradicate
these forms of exclusions. A level playing
field for citizenship requires implementing
protection policies, affirmative action,
empowering citizens and recognizing
individual and collective rights.

The second challenge is to move towards a
new public policy framework that can break
sectoral and territorial silos and provide social
protection throughout the life cycle. Part of
the responsibility lies with States, which should
generate and coordinate sustainable financial
resources for public policies; but part also lies
with the citizens, to the extent that it is neces-
sary to build a culture of resilience and preven-
tion in each household and community.

The third challenge is to adapt the 2030
Agenda for Sustainable Development to
the priorities of each country in the region.

Sustainable Development Goals (SDGs) are
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multidimensional par excellence. They repre-
sent an invitation to adopt a new way of build-
ing resilience and integrating economic, social
and environmental dimensions worldwide,
including peace and justice.

Like many in Latin America and the
Caribbean, we believe that the challenges of
sustainable, holistic and universal development
are not resolved by crossing a given income
threshold. There is no "graduation” from the
development challenges unless appropriate an-
swers are provided to the multiple dimensions
that allow people to live lives they have reasons
to value.

We believe that one of the main assets of
this Report comes from its comprehensive
approach to development challenges, given
the multi-causal nature of the problems iden-
tified. We squeezed the quantitative analysis
to the extent possible; and we went further:
we challenged its findings, by combining them
with perceptions generously shared by citizens
of twenty countries in the region. Remarkable
approaches to development already present in
the region have also been taken into account.
This includes the concepts of "good living" and
"living well’, for which harmony with the na-
ture and the community are intrinsically linked
to development.

The efforts of our own development ex-
perts, working in 26 country offices and in
the Regional Hub of the United Nations
Development Programme (UNDP) in Panama
- as well as those of dozens of academics and
opinion leaders in the region - are reflected in
this Regional Human Development Report.
Their dedication and joint efforts are truly
appreciated.

In an effort to generate practical proposals,
specific case studies of public policies in the
region were undertaken; challenges faced by
national and local institutions were analyzed;
success stories were identified, as well as barriers
to holistic integration. May this section reflect
our sincere gratitude to governments and pub-
lic institutions in the region for having shared
their knowledge and enriched our analysis.

A special thanks to the members of the
Advisory Panel of this Report for their

comments, suggestions and guidance: Gisela
Alonso, Ana Vilma Albanez de Escobar,
Epsy Campbell Barr, Diego Cénepa, Marcelo
Cortes Neri, Myrna Cunningham, Enrique
Gonzélez Tiburcio, Rebeca Grynspan, Nicola
Harrington-Buhay, Didacus Jules, Claudia
Lépez, Heraldo Munoz, José Henrique
Paim Fernandez, Michael Reid, José Ignacio
Salafranca, Manorma Socknandan y Cecilia
Vaca Jones. The content of this Report does not
necessarily reflect their views.

The Report has also benefited from the
attentive work of peer reviewers. Thanks are
therefore also due to Cecilia Calderén, Pedro
Concei¢ao, Hernando Gémez Buendia,
Selim Jahan, Bernardo Kliksberg, Magdalena
Lizardo, Luis Felipe Lopez-Calva, Magdy
Martinez-Solimdn, José Antonio Ocampo,
Heriberto Tapia, Silvia Trujillo y Enrique
Vasquez Huaman.

A special thanks to our academic, institu-
tional and financial partners of the Spanish
Cooperation, who shared the multidimension-
al commitment towards the new 2030Agenda
for Sustainable Development. Thanks to Jesus
Gracia, Gonzalo Robles, Ménica Colomer and
Marta Pedrajas for their support.

We also appreciate the support of the
Sustainable Development Goals Fund
(SDG-F) and its Director, Paloma Durén.

Finally, I would like to acknowledge the high-
ly professional work of the team responsible
for preparing the Regional Report and thank
them for their dedication and commitment
to the production of an intellectual product
that seeks to promote human development. In
particular, my thanks to its lead author, George
Gray Molina.
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Jessica Faieta

UN Assistant Secretary General and Regional
Director for Latin America and the Caribbean,
United Nations Development Programme

(UNDP)
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Executive Summary
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In this Report,
multidimensional
progress is defined as a
space for development
regulated by certain
limits: nothing that
diminishes the rights of

people and communities

or jeopardizes the
environmental
sustainability of the
planet can be regarded
as progress.

Executive Summary

Why focus on multidimensional progress?
What does it mean and how can it help to frame
the new development challenges in the region?
Firstly, it means looking beyond per capita in-
come, economic growth rates and GDP as the
main criteria for measuring development levels
in middle-income countries and Small Island
Developing States (SIDS). Countries do not
“graduate” simply by crossing a certain income
threshold. Secondly, it focuses on building in-
tersectoral, holistic and universal policies that
are able to respond to the multidimensional
problems of development. With the publica-
tion of the 1990 Human Development Report,
the 2009 Stiglitz-Sen-Fitoussi Commission
and the recent approval of the 2030 Agenda
for Sustainable Development, there is growing
demand for more integrated policy actions. It
is no longer sufficient to move forward “gap by
gap”; actions must now adopt a multidimen-
sional approach.

In Latin America and the Caribbean, the no-
tion of multidimensional progress helps us to
address development problems that transcend
income thresholds, basic needs or deprivations.
It means, among other things, guaranteeing
social protection systems throughout the life
cycle, raising employment standards, improving
the quality of social services, expanding access
to care systems for children and older persons,
ensuring gender parity both inside and outside
the home, recognizing the multicultural and
plurinational rights of peoples and communi-
ties, improving public security in communities
and beyond, protecting the environment,
ensuring access to renewable energies and im-
proving people’s resilience to natural disasters.

Multidimensional progress is a conceptual
umbrella that encompasses two normative
limits: nothing that diminishes the rights of
people and communities or jeopardizes the
environmental sustainability of the planet
can be regarded as progress. This definition

builds on Amartya Sen’s capabilities approach,
and on the historic agreements of the 2030
Agenda for Sustainable Development, in order
to include missing dimensions of well-being
appropriate to each time and place.

Multidimensional progress can be illustrat-
ed as a tree of multidimensional indicators
and actions: at its base are the measures and
responses to poverty and extreme poverty; the
trunk comprises the measures and responses to
vulnerability, while the branches represent the
measures and responses to sustainability. This
conceptual framework opens up a new field
of research and action. It includes indices and
policies aimed at overcoming multidimension-
al poverty but goes further by considering the
exclusions that trascend levels of income, basic
needs and deprivations. It involves human de-
velopment indices and policies focused on ed-
ucation and health, but it does not stop there,
for the development challenges stretch beyond
these two dimensions.

This Report looks in more depth at what is
currently the major threat to multidimensional
progress in the region: millions of households
falling back into poverty and extreme pover-
ty, which, according to estimates, could affect
between 25 and 30 million people in situations
of falling back into economic vulnerability. It
includes both measures and policies for escap-
ing poverty, and measures and policies to avoid
falling back into it. Although each is different,
they need synchronizing in order to maximize
their impacts. In order to speed up the escape
from poverty, the focus is on an analysis of
lasting exclusions that cannot be explained by a
lack of income and, in order to prevent people
from falling back into poverty, four critical fac-
tors with which to build resilience are analysed:
social protection throughout the life cycle,
systems of care for children and older persons,
houschold access to physical and financial as-
sets and better quality work.
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The first part of the Report (chapters 1, 2
and 3) analyses changes in income and be-
yond income. None of the recent social and
economic achievements in the region were
the result of laissez-faire policies. The rate of
economic growth and social achievements in
employment, social protection and in gender
equality have all been shaped by innovative
public policy and strategic interventions in the
development process.

i) The region has seen dynamic changes in
income. Millions of people have been
removed from a situation of exclusion and
poverty, attaining greater economic and
material well-being. Nevertheless, at the
same time, another sector of the population
has emerged which, while it has escaped in-
come poverty, still finds itself in a situation
of extreme vulnerability, at risk of falling
back down.

ii) There have also been transformations that
moved beyond income. Such changes in-
clude changes in the region’s demographic
profile, increased access to education, and a
broadening of labour market participation.
There has also been an intensification of the
extractivist process unfolding in a region
that relies on natural resources.

iii) A multidimensional focus is helpful when
defining the transformations yet to be com-
pleted as part of this historic process. Such a
focus emphasizes a holistic perspective that
can be useful when tackling the challenges of
the current context and making the first steps
towards implementing the 2030 Agenda for
Sustainable Development in the region. This
Report proposes some likely sets or “baskets”
of factors to combat vulnerability, calling for
the promotion of social protection policy
and care systems, as well as access to assets
and quality work in the case of populations
at risk of falling into poverty.

The family of multidimensional indicators has
grown and now incorporates innovations devel-
oped in many of the region’s countries in spheres
that range from the eradication of poverty in all its
dimensions through to resilience to vulnerability
or building environmental sustainability.

The second part of the Report (chapters 4, 5

and 6) offers a number of public policy responses.

As multidimensional problems require multidi-
mensional solutions, this Report ends by offering
anew perspective on the challenges facing public
policy. It offers a new agenda based on multisec-
toral interventions and with the effective achieve-
ment of universal rights at its core.

i) This agenda requires policies capable of
protecting past achievements. The re-
gion’s countries face the dual challenge of
constructing inclusive economies and con-
solidating the achievements they have made
in all of those dimensions that go beyond
income and strengthen people in the long
term. It is therefore necessary to promote the
development of social protection systems,
the expansion of care systems and the exten-
sion of the boundaries of gender equality,
as well as the development of better quality
employment and of the skills required by the
labour market, along with improved access to
physical and financial assets.

ii) It also requires inclusion policies capable
of combating the types of exclusion that
go beyond the poverty line, including dis-
crimination against indigenous people and
Afro-descendant populations; the violence
against intimate partners perpetrated by
men and suffered by millions of women;
and other forms of exclusion related to skin
colour, residence in rural areas, or sexual
identity. More than the closure of material
gaps, these forms of exclusion require the
closure of gaps in citizenship in the region.

iii) Finally, it requires a new policy framework
for multidimensional progress based on
(i) greater horizontal (intersectoral) and (i)
vertical (inter-territorial) articulation of-
policies, (iii) social protection throughout
the life cycle, and(iv) citizen participation
in the articulation of the new framework.

The final part of the Report (chapters 7 and
8) considers future challenges. The capaci-
ty-building process focuses on people, house-
holds and communities. This Report advocates
thinking beyond the pressing issues of the
current context and defining possible ways of
implementing the 2030 Agenda for Sustainable
Development in the region’s countries — the
first agenda for universal, holistic and multidi-
mensional development in the post-war era.

The greatest challenge
faced by this generation
is that of building the
capacity to achieve

a multidimensional
progress that can
contribute to eradicating
poverty in all its
dimensions, overcoming
vulnerabilities and
building sustainability in
the long term, expanding
the boundaries of the
definition of well-being.



BOX 1

A consideration of income alone underestimates the achievements made in the region: the social successes in Latin America and the

Caribbean exceed the results that might be expected based on per capita income levels

The following diagram confirms that social progress does not depend sole-
ly on the region’s economic growth. Latin America and the Caribbean has
shown better performance than expected based on income levels in all of
the indicators outside the circle, such as maternal mortality, infant malnutri-
tion, renewable energy, or access to basic services such as rural electricity,
and improved sanitation and water supplies. Nevertheless, this does not
mean that there are no challenges left in relation to these indicators. For
example, although maternal mortality was reduced by almost half between
1990 and 2014, 69 mothers still die per 100,000 births on an annual basis."
There have been notable improvements in other areas such as access to

improved water supply, improved sanitation, and energy, yet some 23 mil-
lion inhabitants still do not have an electricity service.? Based on this same
logic, it should be noted that although some of these indicators are inside
the circle (such as teenage pregnancy and average years of education), this
does not mean that no progress has been made in the region in these dimen-
sions but rather that the current level of achievement is lower than expected
based on income levels in the region. This analysis highlights the fact that
greater economic growth in the region is not enough on its own to maintain
the achievements of recent decades, nor to accelerate the eradication of
poverty in its multiple dimensions.

Source: Prepared by the authors based on data from the Human Development Report Office of the United Nations Development Programme (UNDP) and the World Bank’s World Development Indicators (WDI) database.
Note: The indicators outside the circle are those that have shown better than expected development according to gross per capita income for the region, while the indicators situated inside the circle are those that

have shown poorer performance than expected. The results shown in the figure on Latin America and the Caribbean should be interpreted in the context of a world comparison. In other words, the data is obtained

from a regression based on information on 188 countries in which the dependent variable is the value observed for each of the 27 indicators taken into consideration, and is explained by the logarithm of gross national
income per capita. Based on the coefficient obtained from each regression, an expected value is calculated for each of the 27 indicators for each country. The difference between the values observed and those expected
is then standardized based on the standard deviation of the observed value for each indicator. The exercise follows the method employed by the Organisation for Economic Cooperation and Development (OECD) in

their series of country diagnostic studies entitled Development Pathways. The aggregate for Latin America and the Caribbean is the weighted average per population of the values of each of the indicators for the
countries for which information was available: 19 countries in the case of Latin America (Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Cuba, Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras,
Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay and Venezuela) and 12 in the case of the Caribbean, (Antigua and Barbuda, Bahamas, Belize, Dominica, Guyana, Haiti, Jamaica, Saint Lucia, Saint Vincent and the
Grenadines, Suriname, and Trinidad and Tobago). Different countries were taken into account for each of the indicators considered. For indicators on life expectancy, infant mortality, average years of education, CO,
emissions, rural electrification, teenage pregnancy, and homicide rates, all countries were included. For the maternal mortality indicator, Antigua and Barbuda, and Dominica were excluded. In the case of the indicator for
child malnutrition, Bahamas, Barbados, Antigua and Barbuda, Saint Lucia and Dominica were excluded. For education indicators (dropout rates, pupil-teacher ratio, gross enrolment in secondary school education), Haiti
was excluded. In the case of the inequality indicator, 18 countries in Latin America were included (all of those comprising the aggregate except Cuba), as well as Haiti and Jamaica. For the renewable energy indicator,

18 countries in Latin America were included (all of those comprising the aggregate except Cuba) and with the addition of Haiti, Jamaica, and Trinidad and Tobago. For the indicator related to the depletion of natural
resources, Antigua and Barbuda was excluded. In the case of the soil erosion indicator, the 19 countries in Latin America were included, along with Belize, Haiti and Jamaica. The improved water resources indicator
excludes Dominica. For the indicator on improved sanitation, Antigua and Barbuda was excluded, along with Dominica, San Vicente and the Grenadines. In the case of labour participation rates (total and female),
Antigua and Barbuda, and Dominica were excluded. For the indicator on the labour force with tertiary education, the 19 countries of Latin America were included along with Barbados and Belize. In the case of youth
unemployment, Haiti was excluded. In the case of young people neither employed nor in education, the indicator included 14 countries (Argentina, Belize, Brazil, Costa Rica, Colombia, Ecuador, Guatemala, Honduras,
Mexico, Panama, Peru, Paraguay, Trinidad and Tobago, and Venezuela). The indicator on paid maternity leave (days) included all 18 countries in the Latin American region (all of those comprising the aggregate except
Cuba), along with Haiti and Jamaica. For the pensions indicator, Cuba and Suriname were excluded, and for the indicator on the percentage of parliamentary seats held by women, Dominica was excluded. The definition,
year and specific source for each indicator are indicated below. The following data comes from the UNDP Human Development Report Office: gross national income per capita at 2011 prices adjusted to purchasing power
parity (2014); life expectancy at birth measured in years (2014); maternal mortality measured as the number of maternal deaths registered in a year for every 100,000 births (2013); child malnutrition, which corresponds to
the indicator on chronic malnutrition, measured as a percentage of children aged under five with a low height-for-age (2008-2013); child mortality, measured as the number of deaths in under-fives registered in a year per
1,000 live births (2013); average schooling, measured as a mean of accumulated years of education (2014); primary school dropout rates, defined as the percentage school dropout rate for the education level in question
(2008-2014); the pupil-teacher ratio in primary education, measured as the number of pupils per teacher at this education level (2008-2014); gross enrolment rates at secondary school, defined as the total enrolment
corresponding to this education level, regardless of age, as a percentage of the school-age population at this education level (2008-2014); the indicator of renewable energy, defined as the percentage of total energy
coming from natural resources that are constantly renewed, including solar, wind, geothermal, hydroelectric, biomass, and ocean resources, as well as some energies from waste, excepting nuclear energy (2012); income
inequality, corresponding to the Gini coefficient (2005-2013); the indicator on the depletion of natural resources, measured as a proportion of gross national income (2008-2013); CO, emissions, measured as the volume of
carbon dioxide emissions per capita in tonnes (2011); soil erosion, measured as the percentage of the population living on degraded land (2010); rural electrification, measured as the proportion of the rural population with
an electricity supply (2012); the labour force with tertiary education, measured as the proportion of the workforce with some level of tertiary education (2007-2012); female labour participation, measured as the proportion
of the female population aged 15 years or over that is economically active (2013); youth unemployment, measured as a proportion of the workforce aged between 15 and 24 that is unemployed (2008-2014); vulnerable
employment, measured as a proportion of the people working as unpaid family workers and self-employed workers (2008-2013); young people who neither work nor study, measured as the percentage of young people
aged between 15 and 24 who are neither in work nor in education (2008-2013); homicide rate, measured as the number of homicides registered per year per 100,000 people (2008-2012); days’ maternity leave, measured
as the number of days of paid maternity leave (2014); pensions indicator, measured as a percentage of legal beneficiaries of old-age pensions of an age to receive these pensions (2004-2012); teenage pregnancy,
measured as the number of births registered per year per 1,000 women aged between 15 and 19 (2010-2015); and the position of women in parliament, measured as the proportion of parliamentary seats held by women
(2014). The WDI database created by the World Bank provides data on improved sanitation and water indicators, measured as the percentage of the population with access to these services (2013).
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Differences between the expected and actual social achievements observed in Latin America and the Caribbean
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For 16 social, employment
and environmental
indicators out of a total of
27 indicators considered,
Latin America and

the Caribbean show
greater achievements
than expected for the
level of per capita

GNI. GNI measures

the value of goods and
services produced in an
economy, but it does not
measure the well-being
of the population.

The transformation of the
region’s income pyramid

Latin America and the Caribbean is a very
diverse region that does not follow a single pat-
tern of change. However, one common feature
among the countries of the region is that they
have all undergone significant social, economic
and environmental changes in recent years.
These changes are not the result of a laissez-faire
approach; rather, they have been caused by the
implementation of public policies that have
shaped not only economic growth (income)
but also the population’s achievements in the
social sphere, employment and education (be-
yond income).

Some 42 percent of the population was
shown to be living in income poverty in 2002,
but this percentage had plummeted to a little
over 24 percent a decade later in 2013. In ab-
solute terms, the number of people living in
income poverty decreased steadily throughout
this period, from almost 214 million to under
142 million, which indicates that some 72
million people in the region were able to escape

their poverty. Of these 72 million people, 59
million were living in conditions of extreme
poverty in 2002.* Alongside this reduction in
poverty, a number of people experienced in-
creasing incomes at a rate that allowed them to
move into the middle strata of the income pyr-
amid. On the one hand, the population living
in economic vulnerability swelled by almost 45
million people during this period, rising from
179 million people in 2002 to 224 million
people in 2013, a year in which this population
accounted for some 38 percent of the region’s
population as a whole. On the other hand, the
size of the middle class increased by almost
94 million people, rising from 108 million
people in 2002 (equivalent to 21 percent of
the total population) to almost 202 million
people in 2013 (equivalent to 35 percent of the
total population) (see figures 1 and 2).* These
changes were accompanied by a notable drop in
income inequality. The average level of inequal-
ity measured in terms of the Gini coefficient
decreased from 0.539 to 0.493 over the period,’
reaching its lowest level in the region since the
pre-industrialization era.®
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FIGURE 1

A reduction in poverty rates over the period 2003-2013 led to the region’s population being concentrated in the middle strata of the income
pyramid

Evolution of the income pyramid by area of residence (in millions of people and in percentages) in Latin America circa 1993, 2002 and 2013
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Source: Prepared by the authors based on estimates of the proportion of the population corresponding to each income group produced by the Center for Distributive, Labor and Social Studies (CEDLAS) using information
obtained from the Socio-Economic Database for Latin America and the Caribbean - SEDLAC (CEDLAS and the World Bank), and data on each country’s total population consulted in the World Bank's World Development
Indicators (WDI).

Note: Monetary lines separating each group are expressed in US dollars (US$) per person per day. Each person on the chart represents one million people. The absolute and relative figures correspond respectively to the
total and weighted averages of the estimates for the following 18 countries, with the years indicated in parentheses: Argentina (1992, 2003 and 2014), Bolivia (1997, 2002 and 2013), Brazil (1993, 2003 and 2013), Chile
(1992, 2000 and 2013), Colombia (1996, 2003 and 2013), Costa Rica (1992, 2002 and 2013), Ecuador (1994, 2003 and 2014), El Salvador (1991, 1998 and 2013), Guatemala (2000 and 2011), Honduras (1992, 2003 and 2013),
Mexico (1992, 2000 and 2012), Nicaragua (1993, 2001 and 2009), Panama (1991, 2001 and 2013), Paraguay (1995, 2004 and 2013), Peru (1997, 2004 and 2014), Dominican Republic (1996, 2003 and 2014), Uruguay (1992,
2004 and 2014) and Venezuela (1992, 2001 and 2011).




FIGURE 2

The distribution of the income groups varies by country. While in Costa Rica and some countries of the Southern Cone almost half the
population belongs to the middle classes, in some countries in Central America the middle classes account for less than 11 percent of the
total population

Source: Prepared by the authors based on CEDLAS estimates using information obtained from SEDLAC (CEDLAS and the World Bank).

Distribution of the population by income group (in percentage) in Latin America, circa 2003 and 2013
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Between 2003 and 2013,
some 72 million people
escaped poverty and
around 94 million joined
the middle class. Public
policy shaped both the
pace of income growth

and its social, employment

8

and gender impacts.

Maintaining the achievements

Dynamic shifts in income make it possible
to observe the different processes involved in
escaping or falling back into poverty. While
millions of people escaped poverty through
one route, a certain number of people also fell
back into it through another route. Different
employment and social processes are ob-
scured by the net effect of these changes. For
example, a reduction in poverty of 1 million
people might be associated with an expand-
ing economy during the boom (in which 1.5
million people escaped poverty while anoth-
er 500,000 people fell into it) or it might be
linked to an economy resisting the recession
(in which 1.1 million people were lifted out

of poverty and another 100,000 people fell
into it).

When examined overall, individual pat-
terns of change in income over the period
2003 to 2013 suggest that between 49.6 and
65.4 percent of the region’s population expe-
rienced an improved economic situation that
allowed them to move into a higher income
group; for example from extreme poverty to
moderate poverty or from moderate pover-
ty into economic vulnerability. Just 0.5 to
3.6 percent of the population experienced
a downward movement, for example from
economic vulnerability to income poverty or
from the middle class to vulnerability” (see

box 1 and figure 3).
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BOX 2

Multidimensional progress in the Caribbean: the structural challenges

GDP growth rate (in percentages), youth unemployment rate (in percentages), and number and cost of natural disasters (in millions of dollars) in the Caribbean,
various years

Belize Haiti Barbados

 Average growth in GDP (2004-2014):
2.84%

 Youth unemployment rate (15-25 years,
male and female): 25.0% in 2012

o Central government debt: 74.5% of
GDP in 2012

Belize (2006-2016)

5 natural disasters
Total cost: US$245

million
Jamaica
© Average growth in GDP (2004-2014):
0.21%

 Youth unemployment rate (15-25 years,
male and female): 34.0% in 2012

Jamaica (2006-2016)

9 natural disasters
Total cost: US$532
million

e Average growth in GDP (2004-2014):

e Average growth in GDP (2004-2014):

1.61% 0.97%
e Youth unemployment rate (15-25 years,
male and female): 29.6% in 2013

Haiti (2006-2016)

42 natural disasters
Total cost: US$8.254
million

Trinidad and Tobago

e Average growth in GDP (2004-2014):
3.20%

 Youth unemployment rate (15-25 years,
male and female): 9.2% in 2013

Guyana

e Average growth in GDP (2004-2013):
3.86%

Surinam

e Average growth in GDP (2004-2014):
4.37%

Source: Prepared by the authors based on statistics from the United Nations (UNdata), the World Bank’s World Development Indicators (WDI) and the EM-DAT database: the OFDA/CRED International Disaster

Database (Guha-Sapir, Below and Hoyois, 2015).

Most Caribbean Community (CARICOM) economies face structural chal-
lenges to multidimensional progress, including high external debt burdens,
greater vulnerability and exposure to natural disasters, and additional costs
in Small Island Developing States (SIDS) linked to energy and imports, in
particular food imports. One example of this vulnerability to natural disas-
ters can be found in the devastating consequences of the 2011 earthquake
on Haiti, an event from which the country is still recovering and which, apart
from claiming the lives of more than 200,000 victims, has had serious social
and economic impacts. This is not the only natural disaster suffered by Haiti
in recent years, as can be seen from the map given in this box: over the last
decade, there have been 42 natural disasters in Haiti, with an estimated
cost of some US$8.254 billion.?

In recent decades, the majority of Caribbean countries have ex-
perienced significant improvements in terms of their human capital,

Source: Prepared by the authors based on information consulted in UNDP (2016, forthcoming).

the expansion of education and health services, and the growth of per
capita income. This has allowed a significant proportion of the popu-
lation of these countries to move above the thresholds represented by
the international and regional poverty lines of US$1.25 and US$4 per
person per day, respectively.

The Caribbean Human Development Report, which complements
this Report, provides an in-depth examination of the challenges fa-
ced by the countries of the Caribbean and the public policy actions
required to achieve comprehensive, multidimensional progress that
encompasses goals including but not limited to: reducing the debt
burden; building re-silience to deal with adverse events; tackling the
challenges faced by youth employment; reducing the risks posed by
natural disasters; and accelerating the social inclusion of people in a
situation of vulnerability.




10

TABLE 1

In the region, some 49 (conservative estimate) to 65 people (extreme estimate) per 100 inhabitants
experienced an improvement in their economic situation that was significant enough to place them in a

higher income group

Matrix showing the transition of the population to different income groups (percentage) in Latin America, circa 2003

and 2013
Circa 2013
Conservative estimate (lower end) (%)
Population  Population
living in living in Vulnerable Middle Total
extreme moderate population class
poverty poverty
Extreme poverty 10.6% 9.7% 5.3% 0.0% 25.6%
Moderate poverty 0.1% 2.2% 14.7% 0.4% 17.5%
Vulnerability 0.0% 0.2% 16.0% 19.4% 35.6%
Middle class 0.0% 0.0% 0.2% 21.2% 21.3%
g Total 10.7% 12.1% 36.1% 41.1% 100.0%
E Extreme estimate (upper end) (%)
S Population  Population
living in living in Vulnerable Middle Total
extreme moderate population class
poverty poverty
Extreme poverty 0.4% 1.9% 15.1% 8.2% 25.6%
Moderate poverty 0.1% 0.6% 8.3% 8.4% 17.5%
Vulnerability 0.2% 0.6% 11.4% 23.5% 35.6%
Middle class 0.0% 0.1% 2.6% 18.6% 21.3%
Total 0.7% 3.3% 37.4% 58.6% 100.0%

Source: Prepared by the authors based on CEDLAS estimates using information obtained from SEDLAC (CEDLAS and the World Bank).

Note: The figures provided indicate the proportion of people that stayed in the same income group (in bold, on the diagonal) and the proportion of people that
changed income group (outside the diagonal) in the years circa 2003 and 2013. They correspond to the following 18 countries for the periods indicated in parentheses:
Argentina (2003 and 2013), Bolivia (2002 and 2013), Brazil (2003 and 2013), Chile (2003 and 2013), Colombia (2003 and 2013), Costa Rica (2003 and 2013), Dominican
Republic (2003 and 2013), Ecuador (2003 and 2013), EI Salvador (2002 and 2013), Guatemala (2000 and 2011), Honduras (2003 and 2013), Mexico (2002 and 2012),
Nicaragua (2001 and 2009), Panama (2003 and 2013), Paraguay (2003 and 2013), Peru (2003 and 2013), Uruguay (2003 and 2013) and Venezuela (2003 and 2011).

The factors associated with people escaping
poverty are not the same as those associated
with people’s resilience to adverse econom-
ic, personal and environmental events. The
former tend to be related to educational at-
tainment and the labour market. The latter
tend to be related to the existence of social
protection (in the form of social transfers

or non-contributory pensions) and access
to physical and financial assets. At a time
when growth in per capita income in vari-
ous countries in the region is slowing down,
this observation is crucial to formulating
anti-crisis policies or policies designed to
safeguard the achievements of the period
2003-2013.
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FIGURE 3

Despite the achievements of the 2003-2013 period, a significant proportion of the population did not escape poverty, while another section
moved down, descending from a vulnerable situation or from the middle class into another income group

Economic mobility into different income groups (percentage) and change in poverty incidence (percentage points) in Latin America, circa 2003-2013
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Source: Prepared by the authors based on CEDLAS estimates using information obtained from SEDLAC (CEDLAS and the World Bank).

Note: The figures provided indicate the proportion of people that changed income group during the period circa 2003-2013. These figures were calculated using the synthetic panel technique. They correspond to the
following 18 countries for the periods indicated in parentheses: Argentina (2003-2013), Bolivia (2002-2013), Brazil (2003-2013), Chile (2003-2013), Colombia (2003-2013), Costa Rica (2003-2013), Dominican Republic (2003-
2013), Ecuador (2003-2013), El Salvador (2002-2013), Guatemala (2000-2011), Honduras (2003-2013), Mexico (2002-2012), Nicaragua (2001-2009), Panama (2003-2013), Paraguay (2003-2013), Peru (2003-2013), Uruguay
(2003-2013) and Venezuela (2003-2011).




FIGURE 4

Poverty reduction slowed following the 2009 crisis, and the cumulative increase of people living in income poverty is estimated at close to
2.8 million people in 2015-2016

Annual change in total population living in income poverty (in millions of people) in Latin America, 2003-2016
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Source: Prepared by the authors based on the poverty and inequality data consulted in SEDLAC (CEDLAS and the World Bank) and the LAC Equity Lab of the World Bank; indicators for economic growth consulted in the
World Economic Outlook Database of the International Monetary Fund (IMF), updated in October 2015; and indicators on population and social spending consulted in the ECLACSTAT database of the Economic Commission
for Latin America and the Caribbean (ECLAC).
Note: The poverty rate is calculated on the basis of a threshold of US$4 per person per day. The figures correspond to the aggregate of the following 17 countries: Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica,
Dominican Republic, Ecuador, EI Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, and Uruguay. The simulation corresponding to the years 2014, 2015 and 2016 is based on the coefficients
obtained using a regression model of the average annual change in poverty levels, expressed in percentage points, explained by the annual average changes in GDP, the population, public social spending per capita and
the Gini coefficient for the period 2000-2013. GDP forecasts for the simulated years are, respectively, 1.3, -0.3 and -0.3 percent, according to the IMF's World Economic Outlook, published in January 2016.
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The factors associated
with poverty reduction
(education and labour
market integration)

are different from
those associated with
resilience to adverse
economic, personal and
environmental events
(social protection and
access to physical and
financial assets).

More-of-the-same does not
deliver the same results

How will the new economic context impact
on the poverty reduction trend? Not only is
the pace of economic growth slowing down
in a number of countries, but returns to
social achievements also seem to be dimin-
ishing. Estimates show that the pace at which
poverty was reduced slowed down following
the crisis of 2009, and is thought to have re-
versed during the last year: while the annual
average of people that escaped poverty dur-
ing the period 2003 to 2008 reached almost
8 million people, this reduction stood at an

annual average of almost 5 million people
during the period 2009 to 2014, while for
the years 2015 and 2016 it is estimated that
there will be a potential accumulated increase
in the net number of people living in poverty
(see figure 4).

Two factors seem to explain the above. The
first is related to the limits to the expansion
of the labour market in Latin America, which
was responsible for a significant proportion
of poverty reduction and income inequality
reduction as of 2003. Work-related incomes
underwent significant real growth during the
period analysed, in particular in the case of
the population living in poverty (see figure
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FIGURE 5

Hourly wage growth was greater among the population living in poverty than among the rest of the income groups

Average annual variation in hourly wages by income group and gender (in percentages) in Latin America, circa 2003-2013
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5), and two out of every three new jobs
created in the region corresponded to the
service sector, which is characterized by low
productivity and high rates of informality.
Without future increases to productivity in
sectors offering low-skilled jobs, the sustain-
ability of growth — and, in consequence,
of social achievements — would seem to
be compromised. The second factor is that
the expansion in public transfers, which
explains another significant proportion of
social achievements, also finds a fiscal limit
in various countries in the region. Faced
with the financial crisis of 2009, the region’s
countries mitigated the economic slowdown
by implementing countercyclical spending
policies. However, in recent years the fiscal
space for reacting to the current deceleration
has narrowed.

More-of-the-same, in terms of labour mar-
kets and social policy, will not necessarily
achieve the same results regarding a reduc-
tion of poverty, exclusion and inequality in

the coming years. There are, of course, other
public policy interventions in force at pres-
ent — from changes in minimum wages to
programmes offering vocational retraining or
the payment of non-contributory pensions
— but they require decisive intersectoral
actions in order to tackle multidimension-
al problems. The region’s countries face
enormous vulnerability challenges. These
challenges include the size of the population
living in economic vulnerability: almost
half of this population is lagging behind in
aspects that are very sensitive to economic
upheavals. Policy agendas, therefore, should
not stop at achieving a certain threshold
for per capita income, or adhere to a single
definition of development. This Report
joins the growing chorus of voices calling
attention to an unfinished agenda that see-
ks progress without detriment to the envi-
ronment, social cohesion and democratic
legitimacy itself.



The potential of
multidimensional approaches

The first incursion into the debate on de-
velopment beyond income started with the
publication of the first Human Development
Report of 1990 (UNDP, 1990). Since then,
the demand for multidimensional measure-
ments and development policies has gained
in strength and importance at the global
level, with the publication of the Stiglitz,
Sen and Fitoussi (2010) report on econom-
ic and social progress and the definition of
the current 2030 Agenda for Sustainable
Development, which was adopted at the
United Nations General Assembly in
September 2015."° According to the human
development approach inspired by the work
of Amartya Sen, the interaction between the
functionings (the “beings” and “doings” of
a person, such as living a healthy lifestyle,
participating in community activities or
involvement in productive work) and the
capabilities required for those purposes is the
space where human progress takes place (Sen,
1992). The relationship between capabilities
and functionings provides a vast space for
freedoms that reflects the many possible ways
of living available to each person in each con-
text (Alkire, 2015). Some functionings form
part of the existing multidimensional pover-
ty indexes, while others comprise panels of
multidimensional well-being indicators, and
another set are common to both — such as
improvements in access to, and the quality
of, education and health.

In recent years, the measurement and
conceptualization of poverty and well-be-
ing beyond income have been boosted in
the countries of Latin America and the
Caribbean.

The pioneering work of Alkire and
Foster (2009), embodied in the Oxford
Poverty & Human Development Initiative
(OPHI) and published at the global level
by UNDP in 2010, represented a decisive
step forward in this conversation through
the elaboration of the Multidimensional
Poverty Index (MPI). The advances made
in estimating multidimensional poverty led
to the design of more ambitious goals and
the adoption of dimensions previously not

considered that go beyond the traditional
poverty thresholds. Various countries in the
region have been innovative in this field,
incorporating dimensions that go beyond
income, are valued by their societies, and
are measured in accordance with their level
of development. These multidimensional
focuses are changing the way that well-being
is conceptualized in Latin America and the

Caribbean.

Below the poverty line: the measures
and actions designed to eradicate
multidimensional poverty

The MPI allows acute poverty to be measured
through the dimensions of education, health
and standard of living, and provides an impor-
tant point for comparison with income pov-
erty lines. A household is multidimensionally
poor if it has deprivations in at least 33% of
weighted indicators used to measure these
dimensions. The index has various advantages
over other, similar measuring instruments.
These advantages include the fact that it can
be broken down both by dimension (into
any of the 10 deprivation indicators) and by
rate or intensity (to estimate the poverty level
in relation to the number of deprivations)
(Alkire, 2016).

Moving from measures based solely on
income to others based on a range of social,
employment and environmental indicators
constitutes a huge leap forward not only in
terms of the statistical value of these new
measures, but also based on their value when
defining public policy. Because these index-
es can be broken down and aggregated, they
make it possible to construct maps and in-
tersectoral focuses that can be broken down
by person, houschold, neighbourhood,
municipality and region. This also makes it
possible to steer the work of different sec-
tors involved in the provision of services in
the spheres of education, health, nutrition
and housing, and basic services. This leap is
accompanied by a tendency to expand the
boundaries of what is measurable to incor-
porate dimensions traditionally absent from
measures of poverty, including factors such
as psychological well-being, humiliation,
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FIGURE 6

The region requires decisive action in public policy, with a spectrum for action that extends beyond poverty thresholds

Household final consumption expenditure per capita (logarithms) in Latin America and the Caribbean, 2014
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empowerment, quality of work, and citizen
security.

A natural evolution of the multidimen-
sional approach involves analysing what
happens at various levels of well-being, since
not all obstacles exist below the thresholds
of certain deprivations: many types of exclu-
sion and discrimination based on ethnicity,
race or gender can be found both above and
below these thresholds. Thus, there is a need
to develop new, regional measures that base
their estimates of deprivations on the use of
indicators concerning the labour market, so-
cial protection, and social and environmental
vulnerabilities.

Above the poverty line: the
measures and actions designed
to protect past achievements

Close to 95 percent of the regional popula-
tion is situated above the international mul-
tidimensional poverty line."" Despite this,
there are population groups that are exposed
to vulnerabilities and forms of exclusion that
limit their capacities and potential achieve-
ments in terms of well-being. The achieve-
ments of these population groups vary from
one country to another, as well as within the
same country.

How can we define dimensions encom-
passing achievements that go beyond poverty
thresholds? Diagram 1 shows functioning
vectors that are potentially unlimited for
each person and each household and depend

on idiosyncratic characteristics linked to
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DIAGRAM 1
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the life cycle, cultural identity, interests, and
preferences. Subsets of these vectors can also
encompass unlimited capacities that make it
possible to make achievements in each specific
context. For example, in order to start a new
artisan business, someone might need to have
the initial skills of creative abilities, education-
al tools, work experience, access to physical
and financial assets, and access to a potential
market where they can sell or exchange their
products. As the achievements increase, so do
the capacities required.

Diagram 1 also shows three subsets of
functionings that might be useful in the
definition of public policy in middle-in-
come countries. One of these subsets covers
multidimensional poverty indicators, while
the other two subsets describe baskets of
indicators yet to be estimated in the region:
one related to indicators of resilience to
vulnerability, and another to sustainability
indicators. Conceptually, these baskets of in-
dicators constitute multidimensional subsets
of achievements concerning social, economic
and environmental factors, which are also
correlated to the capacities required to real-
ize these achievements.

A basket of indicators of resilience to
vulnerability would, for example, consider
aspects to reduce the risks related to fall-
ing into poverty. The economic and social
transformation experienced in the region in
recent years has resulted in some 224 mil-
lion people in transit from income poverty
to the middle class — the so-called popula-
tion living in economic vulnerability. In this
context, the definition and implementation
of public policy interventions in areas that
make it possible to minimize the risks of
impoverishment are crucially important
in guaranteeing the sustainability of the
achievements made and boosting increased
sustainable development in the region in
the future.

While almost 72 million people escaped
income poverty during the period 2003-
2013, there is a potential group of people
who risk falling back into poverty due to

decreased income and household assets,
whether because of a loss of employment or
employment insecurity, health risks, or the
effects of natural disasters. Some estimates
for the period 2000-2013 obtained based
on the synthetic panel technique (Stampini
et al.,, 2015), and longitudinal surveys for
the period 1996-2009 in the case of Chile;
the period 2002-2005 in the case of Mexico;
and the period 2007-2010 in the case of
Peru (Abud, Gray Molina and Ortiz-Judrez,
2015), show that 10 to 13 percent of the vul-
nerable population moved into a situation
of income poverty. By extrapolating these
proportions to the current total of people
in a vulnerable situation, we can generate
an approximate estimate of the number of
inhabitants that face a high risk of falling
into poverty: some 25 to 30 million people
in coming years (see figure 7).

The empirical evidence presented in this
Report enables some of these vectors for
functionings to be defined within a basket
of factors to build resilience to vulnerability.
In general, four groups of common factors
can be identified in the region’s countries:
those linked to the labour market, which
can be addressed by improving the quality
of employment; social protection, which
can be expanded through universal access to
a package of social benefits that are separate
from the labour market; access to physical
or financial assets, which can be promoted
through the development of better mech-
anisms for financial inclusion and access to
credit; and demographic aspects related to
the presence of children and older persons in
households, which can be addressed by devel-
oping care systems for children, older per-
sons, and people with an illness or disability.
These last aspects are generally related to the
gender gap in terms of time use and labour
participation. These vectors constitute a set
of dimensions which, if taken into account
in the design of public policy actions, could
contribute to reducing the risks of falling
into poverty.

Some 25 to 30 million
people in a vulnerable
situation are at risk of

falling into income poverty.

Building resilience by
means of universal social
protection, the expansion
of care systems, the
promotion of greater
access to physical and
financial assets, and

the development of
increased employment
skills are, therefore,

of vital importance.



FIGURE 7

The importance of building baskets of resilience factors specific to each country:
between 25 and 30 million people are at risk of falling into income poverty

Income pyramid by area of residence (in millions of people and in percentages) in Latin
America, circa 2013
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the estimates for the following 18 countries, with the years indicated in parentheses: Argentina (2014), Bolivia (2013), Brazil

(2013), Chile (2013), Colombia (2013), Costa Rica (2013), Dominican Republic (2014), Ecuador (2014), El Salvador (2013), Guatemala
(2011), Honduras (2013), Mexico (2012), Nicaragua (2014), Panama (2013), Paraguay (2013), Peru (2014), Uruguay (2014) and
Venezuela (2011). The people in black represent the size of the population at risk of falling into poverty. Estimates are based on the
extrapolation of the proportions of people moving from vulnerability towards poverty calculated for Latin America by Stampini et al.
(2015), based on synthetic panels, and by Abud, Gray Molina and Ortiz-Juarez (2015) for the cases of Chile, Mexico and Peru, based
on longitudinal surveys.

Policies to protect gains:
reventing people from
alling back into poverty

The region of Latin America and the Caribbean
requires a renewed focus on public policy
to deal with current challenges, as well as to
sustain, consolidate and continue with past
achievements in terms of well-being. Among
the main challenges are reduced productive
inclusion, the regressive nature of many tax
systems, the substandard quality of education,
the segmentation of social protection systems,
and the absence of care systems.

Policies to promote
productive inclusion

Low productive inclusion in quality jobs
constitutes one of the challenges still to be
addressed in the region, and it is also an
obstacle to achieving future transformations.
The region is characterized by a high level
of precarious, informal and low-productiv-
ity jobs. On the one hand, more than half
of the 300 million people employed in the
region work as salaried employees in mi-
cro-enterprises with fewer than five workers,
as unqualified self-employed workers, or as
unpaid workers. These conditions employ
seven out of 10 working people who live in
poverty, and five out of 10 working people
who are in a vulnerable situation.!? These
figures underline a high level of informality
in the region’s enterprises: of the more than
50 million small and medium-sized enter-
prises in the region, some 37 million (70
percent) are informal.”® On the other hand,
the economic growth experienced in the
region as of 2003 was mainly due to factors
concerning capital and labour. Therefore,
the contribution of these factors to total
productivity was very low: just 4.5 percent
of the growth experienced in the 2003-2008
period was due to increases in productivity,
while during the years following the crisis
of 2009, the contribution of productivity to
growth was negative.'*

Comprehensive policies that can act simul-
taneously on various fronts must be developed.
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On the demand side, interventions are
required to create incentives favourable
to the creation of formal jobs. Regarding
enterprises, there are at least two restric-
tions: i) the low level of access to credit and
restrictions to financing, and ii) the high
costs involved in hiring a worker formally in
relation to productivity gains, in particular
due to the non-wage-related costs involved
in hiring formal labour in terms of health,
pensions and training. As for the labour
force, some institutional arrangements
still constitute a disincentive to formal la-
bour. Apart from the cost of social security
contributions also paid for by the worker,
there is the regressive nature of certain tax
systems that can involve significant losses of
per capita income, in particular among the
labour force living in poverty and vulnera-
bility (see figure 8).

On the supply side, active interventions
are required in the labour market, along with
investment in the training of human capital

FIGURE 8

and mechanisms that enable inclusion and
reincorporation in the labour market to be
promoted. Finally, the development of cross-
cutting policies — such as the minimum
wage, which make it possible to improve the
income of the most vulnerable populations
without distorting efforts to increase formal-
ity, or unemployment insurance, which allows
people who are unemployed to seek alter-
native jobs without risking impoverishment
— should be evaluated in the context of each
country.

Towards universal social
protection systems

In a region where two thirds of the population
lives in income poverty and economic vulner-
ability, expanding social protection systems to
guarantee universal coverage and combat the
variety of risks that arise during the life cycle is
a crucial step.

Some tax systems in the region may generate impoverishment

Losses of per capita income of the population living in poverty and extreme poverty (in percentages) following tax in-terventions in Latin America, circa 2010
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It is necessary to eliminate segmentation by
employment type or income level and increase
both the quality and coverage of the benefits
offered. In this sense, there are at least four
priority interventions, as follows: i) the pro-
tection of children, with the aim of helping to
eliminate the intergenerational transmission
of poverty and promote access to assets of
social interest such as education and health;
ii) protection during economically active age,
with the aim of supporting income security
through measures such as the establishment
of unemployment benefits or benefits related
to occupational risk or invaliditys; iii) protec-
tion during old age; and iv) universal health
coverage.

Another of the biggest challenges consists
in making the transition towards the estab-
lishment of universal transfers, in order to
avoid segmentation and horizontal equity
problems caused by focalized programmes.
Priority actions for the redesign of these
programmes include: i) increase the quality
of education and health care; ii) promote
better interaction between programmes to
generate income, in particular for mothers
and young people; and iii) develop better
information systems on the beneficiaries of
social programmes.

Better initial education and skills
development for the life cycle

The achievement of increased and improved
education is not just an aim in itself, as a
universal right; rather, it also constitutes
a crucial channel for achieving productive
inclusion, increased productivity and eco-
nomic growth. The advances in access to
and the coverage of education experienced
in the region in recent decades are still in-
sufficient at middle and tertiary education
levels. Additionally, the quality of education
offered in the region is still very low, and
there is a mismatch between what is learned
by young people during the educational cy-
cle and productive demands, meaning that
education has not managed to contribute
to increased productivity (Bassi et al., 2012;
OECD, ECLAC and CAF, 2014).

Increasing educational attainment solely by

increasing the number of years of schooling
will not be sufficient to break away from pov-
erty traps, guarantee better integration in the
labour market or promote economic mobility.
Consequently, the quality and content of
education programmes must be reformed and
a component introduced to develop cognitive
and social-emotional skills at an early age, the
secondary school level coordinated with the
labour market through training in productive
competencies, and specialization schemes
consolidated that match the demands of the
market.

Care systems as a public matter
of collective interest

Current demographic trends and the ab-
sence of care mechanisms combined with an
increase in female labour participation are
causing a care deficit, which is being tackled
with numerous strategies for women and
families. This situation imposes short-term
restrictions to achieving increased integra-
tion of women into the labour market and
generating income in households, and also
represents a barrier to the development of
children in poverty traps. Taken together, the
conflict between the requirement for women
and families to have higher incomes, on the
one hand, and time to provide care, on the
other, causes tensions that violate the human
rights of those who are affected in general
terms and, more specifically, the rights of the
most vulnerable.

The first challenge lies in recognizing that
the care of children and older persons is a
right: the right to care, and the right to receive
care. Ensuring this right is fulfilled requires
a reorganization of responsibilities and all
jobs involved in care, which must cease to be
a largely private, family and female issue to
become a collective, public and universal one
involving both men and women (ILO and
UNDP, 2009). In the countries of the region
for which data is available, women dedicate
three times more time to unpaid work than
men.” Moreover, despite the efforts made in
the region, care services are still fragmented
at present, which translates into access to dif-
ferent quality services depending on income
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level. Therefore, some of the most important
challenges include expanding the coverage of
centres specializing in childcare and services
assisting older persons with a high level of de-
pendency, and training staff who are special-
ized and certified in the care of people with
varying levels of dependency and a range of
care requirements.

Policies that include: forms of
hard exclusion beyond income

The development of policies in the spheres
of the labour market, education, care services
and social protection is essential to ensuring
that the social progress attained in the region
is not lost. Nevertheless, these policies are
insufficient to guaranteeing the well-being
of specific population groups that face par-
ticularly complex types of exclusion, which
go beyond income and tend to be linked to
factors including, but not limited to, relations
of subordination based on ethnicity, race,
skin colour, sexual orientation, gender-related
practices and expectations, physical or mental
disabilities, religion, nationality, and place of
residence.

This Report explores the situation of three
population groups that suffer these kinds of
exclusion: Afro-descendant and indige-
nous populations in the region, who face
discrimination and inequalities that infringe
on their rights; women who suffer violence
at the hands of their intimate partner, per-
petrated by men; and rural populations,
examining the exclusion suffered by rural
women in general and those who live in ex-
treme poverty in particular. The Report also
analyses the challenges raised in public poli-
cy to eradicate these forms of discrimination
and inequality, whose treatment requires
a more complex and multidimensional
approach, given that both material oppor-
tunities and mechanisms must be created,
along with a questioning of socially accepted
standards and values that validate certain
hierarchies that should not necessarily exist.
Such actions are necessary to ensuring that
these populations can take advantage of
these opportunities, in the hope of achieving

equal rights and freedoms for people, which

can translate into a reduction of gaps in
progress.

Addressing these challenges requires a
range of actions, including the development
of policies involving affirmative action and
citizen empowerment, as well as the recogni-
tion and expansion of collective rights. In the
design and implementation of such policies,
another particular challenge arises in the
form of finding the points at which these
policies intersect. For example, in the case
of violence against intimate partners perpe-
trated by men against women in rural indig-
enous communities, many women find their
autonomy restricted, masculine domination
has extremely deep roots, and communi-
ty-based instruments of justice predominate.
These instruments, while they are based on
the accepted practices in these communities,
in many cases tend towards conciliation or
criminalization without considering it neces-
sary to compensate for the damage done or
to protect survivors.

A new framework for
public policy

The development of the interventions de-
scribed, which aim not only to avoid losing
the achievements made but also to eradicate
complex forms of exclusion, require a new
architecture of public policy. The response to
multidimensional problems involves designing
and implementing solutions that go beyond
sectoral and territorial spheres and build bridg-
es throughout the life cycle. This constitutes a
more ambitious step than the one already taken
since 2010 in the region of Latin America and
the Caribbean, when there was innovation in
terms of social policy, institutional structures
were built around strategic objectives, and
more complex and effective information sys-
tems were created.

Transcending the sectoral and
territorial focus, acting on the life cycle,
and fostering citizen participation

Four elements of this architecture that already
exist in almost all countries of the region are as

Multidimensional problems
require multidimensional
solutions. A new policy
architecture must be
developed that goes
beyond a sectoral focus,
articulates territorial
strategies between
different levels of
Governments, constructs
policies for different
stages of the life cycle,
and fosters greater
citizen participation.
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Public policy faces the
hallenge of eradicating
complex forms of

exclusion associated with
ethnic or racial identity;
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skin colour; sexual
orientation; violence
perpetrated by men

against intimate partners
and suffered by millions of
women; physical or mental
disabilities; and religion,

using mechanisms
that mustinclude the
questioning of socially
accepted standards

and values that validate

certain hierarchies
that should not exist.

follows: i) greater intersectoral coordination
between the ministries responsible for the ar-
eas of education, health, social development,
urban development, and housing and town
planning; ii) greater territorial articulation to
respond to the geographical diversity of each
country; iii) emphasis on the consolidation
of social protection policies addressing the
various stages of the life cycle; and iv) greater
citizen participation throughout the public
policy process, from the identification of
problems to the design of interventions, and
the management, monitoring and evaluation
of the results.

As all of these elements are part of the polit-
ical system, this Report reflects on the public
sphere and the role of new concepts in redefin-
ing public problems in the current context. The
politics of policies is key to the implementation
of the new reform agenda.

How can coalitions be built that favour
universality in middle-income countries?
Literature on the subject describes various
short-term policy sequences culminating in
unfinished processes to provide universal
coverage. The innovations achieved in social
policy — such as conditional cash transfers
and new institutional structures for social
policy — have prompted a transformation
that presents an enormous challenge for the
future: the emergence of population groups
above the poverty line but below the secure
economic level of the middle classes. This
is taking place in this transition. The union
between the short and the long term is criti-
cal to a future development agenda, and the
channelling of social demands from states
that build bridges to foster citizen partic-
ipation is a central element of this union.
This requires the development of a certain
level of institutionality that is receptive to
organizations, social movements, and other
expressions of civil society. A second critical
element, which is perhaps most important
to Governments that have already made pro-
gress towards building a policy of universali-
ty, is the construction of the fiscal capacity to
not only implement the reform process but
also sustain it over time.

A multidimensional focus
of the 2030 Agenda for
Sustainable Development

The new public policy architecture will be put
to the test with the implementation of the
2030 Agenda for Sustainable Development.
This historic agreement, signed by 193
Member States in September 2015, provides
a broad framework for social, economic and
environmental development. The new Agenda
is founded on three principles: i) universality,
because the objectives and targets are relevant
to all Governments and actors in line with
the principle of shared responsibility —
universality does not imply uniformity but
differentiation; ii) integration, which involves
the harmonization of social, economic and
environmental dimensions of the Agenda, and
comprehensiveness, in the form of an evalua-
tion of the opportunity costs of achieving the
different targets and maximizing synergies;
and iii) the commitment to ensuring the
inclusion of all people, beyond their income
level, job status, or sexual, cultural or ethnic/
racial identity. The emphasis on inequality is
critical to the construction of a comprehen-
sive agenda.

The challenge of holistic development

Two tensions make it difficult to implement
the 2030 Agenda: firstly, the act of privileging
one objective over another and developing a
partial agenda, within which the holistic nature
of the objectives and targets is curtailed; and
secondly, the task of designing sectoral policies
for each objective or set of targets. Both will
fragment the agenda into a series of bureaucrat-
ic challenges that will increase the scattering
of efforts. One way of reducing these tensions
is to fully integrate the Agenda into national
development plans and budgets from a sustain-
able development perspective. The legacy of
the United Nations Conference on Sustainable
Development (Rio+20) held in Brazil in 2012
was that it generated a holistic dialogue be-
tween the economic, social and environmental
dimensions.
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The challenge of sustainable
development

The challenge of achieving development based
on environmental sustainability, which was
posed in the 2030 Agenda, is central — and not
unfamiliar to — the region of Latin America
and the Caribbean. The pressure exerted in
recent years by the current model of economic
growth on the Earth and its water resources has
caused demand on ecological resources and the
services they provide to reach an equivalent of
more than 1.5 times the capacity of our planet
at present. It is estimated that satisfying this
demand will require the capacity of two planets
by the year 2050 (Borucke et al., 2013).

The priority objective of the 2030 Agenda
is to issue proposals for the reform of the

DIAGRAM 2

current production system in order to reduce
the amount of natural resources employed
in production processes. This is based on
improved efficiency and productivity of
raw materials, the transformation of con-
sumption patterns, and minimization of the
environmental impact of processes, while
simultaneously avoiding these changes from
translating into negative consequences for
potential economic and social progress. The
region of Latin America and the Caribbean
— and the world in general — is therefore
facing a need and a challenge in transiting
towards a development model that can rec-
oncile economic, social and environmental
dimensions in an effective, harmonized and
sustainable way.

The 2030 Agenda

for Sustainable
Development is the
first universal, holistic
and multidimensional
development agenda.
It requires a leap in the
capacity to accelerate
the impacts of the actions
implemented in the
sphere of public policy.

In this Report, the achievement of the objectives and targets contained in the 2030 Agenda for Sustainable Development is considered from a

multidimensional perspective

Grouping of the targets contained in the SDGs based on the strategic objectives of each country in Latin America and the Caribbean
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The achievement of the goals and their targets requires interventions based on an integrated focus that enables the connections and
synergies between these targets to be identified, in line with the specific priorities of each country

Connections between the targets comprising the first Sustainable Development Goal: the eradication of poverty

SDG 1
REDUCTION OF
POVERTY IN ALL ITS
FORMS BUILDING

RESILIENCE

Source: Prepared by the authors based on the correlation of indicators carried out according to data taken from household surveys.
Note: The grouping of the Sustainable Development Goals (SDGs) is not restricted to the connections discussed here.

24

Three steps for implementing
the 2030 Agenda

This Report puts forward three steps to
avoid the fragmentation of an agenda
comprising 17 Sustainable Development
Goals (SDGs) and 169 targets. Firstly, the
work must be based on a multidimension-
al approach to the measures and patterns
of change in indicators over time. To this
end, in the Report we provide examples of
measures and policies that focus on long-
term structural transformations. Within the
concept and confines of this Report, this is
the starting point for work on localizing the
agenda.

Secondly, a bridge must be built be-

tween multidimensional measures and

intersectoral policies in order to design
sets of related targets based on the strategic
objectives established by the authorities
in each country and to avoid piling global
agendas on top of national ones. If the
central objective of a national develop-
ment plan is to eradicate multidimensional
poverty, this should be the basis for build-
ing connections between Goal 1 and the
policies required to achieve it, such as the
development of a quality labour market,
the achievement of universal social pro-
tection and the expansion of care systems,
the implementation of policies to promote
financial inclusion, and the improved qual-
ity of health and education systems. On the
other hand, if the strategic objective is to
strengthen citizen security, then the work
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of constructing sets of targets should be
based on Goal 16 and designing policies to
improve security in areas such as youth em-
ployment, systematic work on masculinity
and violence, safe urban development, and
social protection systems throughout the
life cycle.

Thirdly, it is necessary to analyse the po-
tential impact of intersectoral policies (as
opposed to the impact on individual gaps)
to accelerate the impact in middle-income
countries. This step involves carrying out tax
simulations and funding exercises for policy
alternatives. Using existing instruments, it is
possible to carry out a microsimulation of
the impacts of closing intersectoral gaps and
inter-territorial gaps for a set of targets, con-
struct quantitative scenarios based on this
information, both for the trajectory leading
up to 2030 and for trajectories covering the
intervening five-year periods, and estimate
the fiscal impact of a package of measures
for the 2030 Agenda, disaggregating the
impact of these measures by programme or
population group. Fiscal analysis is key to
the allocation of resources and the imple-
mentation of an intersectoral, inter-territo-
rial architecture rooted in the various stages

of the life cycle.

What do the people of Latin America
and the Caribbean have to say?
Strategies to move beyond income

The final part of the Report contains testi-
monies on people’s “beings” and “doings” in
which they interweave descriptions of their
past and future prospects. The testimonies
make it possible to capture subtle aspects
that cannot be seen from the survey data:
the sense of the capacity of agency and the
capacity — or lack thereof — to take control
of the means and ends of one’s own life. The
testimonies in the chapter are the results of
a qualitative research agenda'® that involved
inviting and bringing together hundreds of
residents in 22 countries throughout the re-
gion'” to listen to what they had to say about
the meanings and experiences of progress, in
addition to how to build progress in their
lives. The qualitative research was led, and

in the majority of cases implemented, by
teams from 17 UNDP country offices in the
region.

A common thread among participants in the
focus groups and in-depth interviews was
that the large majority of people associate
progress with their “own effort”, especially
when it comes to improving their education
and accessing the labour market. The most
commonly mentioned source of mobility
in the region relates to the combination of
education and work. The value attributed
to these two dimensions does not reduce the
importance of the role played by the family,
the community and government actions to
create an environment that is propitious to
the capacity for agency. The capacity to build
one’s own life is not limited to the capacity
to survive in the present. The accrual of
savings, emigration or the creation of an in-
come generating source are all actions related
to attempts to overcome the conditions of
the present, build future opportunities and
sketch out new horizons.

For the large majority of participants in
the focus groups and in-depth interviews,
the idea of progress is bound up with the
following meanings: being free, making deci-
sions, making mistakes, learning, not falling
too far, getting up and trying again. Hence,
the “beings” and “doings” of people in the
region are plural, as are the capacities that
allow them to continue to push the bounda-
ries of what is imaginable. Even though they
include income, these “beings” and “doings”
go beyond it.

Participants in the focus groups also relate
“falling back into poverty” with the loss of
jobs, natural disasters and a lack of state sup-
port during crises. This imaginary is shared by
middle-income and low-income strata of the
population but is exacerbated by inequalities
in the conditions and initial opportunities
of houscholds and communities. Falling
back into poverty is also associated with the
deterioration of employment conditions, an
increase in child labour and higher school
dropout rates. This vicious circle is perceived
as depriving people of the ability to exercise
their capacities.
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Determinants of falling back into poverty in Latin America and the Caribbean
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Middle-income countries
do not graduate in terms of
development just because
they have crossed a
certain per capita income
threshold. The challenges
become more complex.
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Final reflections

The unfinished transformation in Latin
America and the Caribbean is dual. On the one
hand, economic growth cannot close the circuit
of needs and aspirations in a region that has
experienced historic changes in numerous di-
mensions. There is an unfinished development
transition, and it is crucial that households and

communities that have exited poverty are able
to build resilience. On the other hand, there is
an unfinished citizenship transition in which
millions of people are still excluded based on
factors that do not only depend on income, or
suffer gender-based violence or discrimination
linked to their ethnic, racial or sexual identity.
This transition cannot be completed by closing
material gaps; rather, changes are needed in
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the power relations and the socially accepted
standards and values that validate hierarchies
that should not exist.

The proposals put forward in this Report
provide data and policies that aim to protect the
achievements of the period 2003-2013 and erad-
icate complex forms of exclusion that go beyond
income. What conclusions can be drawn from
this incipient agenda for reflection?

Middle-income countries
do not graduate: challenges
become more complex

Middle-income countries do not graduate from
development just because they have crossed a
certain per capita income threshold. Much of
the low-hanging fruit of the social and eco-
nomic transition has already been picked in the
region. These were the results of an accelerated
demographic transition characterized by falling
fertility rates and almost universal increases
in the coverage of primary education, as well
as increased labour participation, all of which
was accompanied by decreasing economic de-
pendency rates. These structural processes cre-
ated the conditions to allow economic growth
and the expansion of public social spending
in recent years to generate an accelerated re-
duction in poverty and inequality in multiple
dimensions.

A slowdown in these achievements makes
future challenges more complex. In effect, the
goals involved in these unfinished transitions
will be more difficult to fulfil. Achieving these
goals will require difficult changes, given that it
will be necessary to increase the quality of insti-
tutions and policies, as well as the tax burden
and equality, to implement the required actions
more effectively. Moreover, a change will be
required in power relations to ensure the inclu-
sion of all voices from society.

At a deeper level, the very notions of pro-
gress, well-being and development need to be
redefined. Rather than being one-dimensional
paths of progress, they entail changes in power
relations and the shared imaginaries of the
rights and aspirations of citizens. Public opin-
ion does not perceive the convergences high-
lighted by economic studies or the construction

of middle classes highlighted by social and

political studies. Instead, it is marked by the
self-perception of “recent and fragile inclusion”,
which differs depending on the starting point,
stage of the life cycle and the educational and
vocational qualifications people have obtained.

A “basket of resilience” is needed to
strengthen universal achievements

The first challenge is prospective. Perhaps
the key issue to be tackled by the current gen-
eration will be protecting the achievements
made so far, with one eye on ensuring their
universality. The multidimensional approach
facilitates the design of a sequence of actions
leading to the construction of this universal-
ity by meeting certain income thresholds and
asset levels, as well as by establishing care and
social protection systems that can guarantee
the full exercise of enshrined social and eco-
nomic rights. These must be accompanied
by policies to ensure protection against nat-
ural disasters, and sustainability policies that
build on existing achievements. The holistic
and universal nature of the 2030 Agenda for
Sustainable Development is reflected in this
future vision.

It is essential that the development agenda
is not fragmented into sectoral objectives,
and we must remember that the achieve-
ments made are not irreversible. Over the
coming years, the following aspects must be
addressed: i) strategies designed to return to
growth, guided on the one hand by the aim
of mitigating the impacts of the current slow-
down through countercyclical policies (fiscal
and monetary) and on the other hand by
the goal of creating the foundations for sus-
tainable growth through reforms to improve
productivity; and ii) strategies to strengthen
the transformations under way to consoli-
date current achievements and lay the foun-
dations for more balanced social, economic
and environmental development. This does
not imply abandoning the task of growth,
but rather understanding that the capacities,
assets and resilience of households and com-
munities must constitute the starting point
for these strategies. This Report sets out a
strategic way of deepening the structural
transformations that are in progress, adopt-
ing a holistic and systemic approach to focus
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Experiences are
multidimensional. No one

narrates their life story in a
fragmented, isolated way.

The challenge is to adopt
the same perspective in

the sphere of public policy.
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on vulnerable and excluded population stra-
ta. In the poverty baskets, sustainability and
resilience to vulnerability are reflected in the
construction of a series of development steps
with a multidimensional focus.

More and better data

The second challenge has to do with statistics
and the development of evidenced-based pub-
lic policy. The statistics set out in this Report,
together with the public policies that respond
to the multidimensional shortfalls and gaps,
are rooted in evidence. Without the data
gathered through censuses, household surveys,
administrative records, land surveys and other
innovative mechanisms, this new way of visu-
alizing development problems would disappear
completely.

The use of evidence for local, subnational and
sectoral public policy planning is also of great
importance. Significant progress has been made
in the region in this area at the level of central
government, as well as in some provinces and
capital cities. Nevertheless, the use of evidence
in the design and implementation of public
policy continues to be a formidable challenge
for rural areas and specific population groups
subject to forms of vulnerability and exclusion
and not covered by conventional metrics for
national statistics or surveys and censuses.

Increased and improved fiscal systems

The third challenge relates to taxes, transfers
and subsidies. The achievements of the new
policy architecture outlined above — which
goes beyond a sectoral focus, articulating ter-
ritorial strategies between different levels of
Governments and constructing policies that
address different stages of the life cycle, foster-
ing greater citizen participation — require a
new fiscal pact. This is an idea that has gained
strength even at a time characterized by low
levels of economic dynamism in Latin America

and the Caribbean. Gradual increases in the
tax burden have been achieved in the region,
although it remains insufficient to meet the
challenges of an agenda for holistic progress
in many countries. However, leaving aside the
tax burden, there remains the challenge of
building a system based more on direct taxes
and less on indirect taxes, since the latter are
regressive and most strongly felt by those with
the lowest income. There is also the challenge
of confronting the blind spot of tax policy in
the region, in which indirect (regressive) taxes
cancel out the impact of social transfers, which
are progressive. This dynamic, which affects
both small and large countries with high and
low tax burdens, represents a systemic challenge
to achieving fiscal equality in the region.

People as the focus of development

The fourth challenge is a human one. The
progress of the citizens of Latin America and
the Caribbean is marked by a strong sense of
the fragile nature of the achievements made to
date. This reflects a permanent tension between
autonomous life projects (privileging decisions
about one’s life project in itself) and more
instrumental projects (privileging the search
for increased material well-being and income).
Citizen pacts to resolve some of the tensions
that remain in the fiscal sphere by strengthen-
ing the institutional element of development
have yet to be constructed.

Experiences are multidimensional. No one
narrates their life story in a fragmented, iso-
lated way. The challenge is to adopt the same
perspective in the sphere of public policy.
The Governments of Latin America and the
Caribbean have spearheaded social innovation
over the last 15 years. This capacity for innova-
tion must be extended to all the dimensions of
well-being that contribute to a full life. In the
words of Sen (2009), “the focus [of human de-
velopment] must be concerned not only with
what people do, but also with their real capabil-
ity to achieve what they want to achieve.”
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! Information from the UNDP Human Development Report Office.
Maternal mortality is measured as the number of deaths registered
annually per 100,000 births (2013).

? The World Bank World Development Indicators (WDIs).

Rates of poverty and extreme poverty are measured against the
baseline of US$4 and US$2.5 per person per day, respectively.
These baselines are equivalent to the average official poverty and
extreme poverty lines used for the countries in the region, adjusted
to GDP. Unless otherwise indicated, all monetary lines defining in-
come groups (the population living in extreme poverty, population
living in moderate poverty, the population living in a vulnerable
situation, and the middle-class population) are expressed in dollars
per person per day, adjusted to purchasing power parity.

The population living in economic vulnerability includes people
who live on a per capita income of US$4 to US$10 per day, while
the middle class comprises those with a per capita income of US$10
to US$50 per day. More infor-mation about how these groups are
defined can be found in Lépez-Calva and Ortiz-Judrez (2014).

Figures calculated from the Socio-Economic Database for Latin
America and the Caribbean - SEDLAC (CEDLAS and the World
Bank), September 2015 update. The data gives a weighted average
of Gini coeflicients for 18 countries: Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El
Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama,
Paraguay, Peru, Uruguay and Venezuela.

Williamson (2015) shows that the region’s Gini coefficient re-
mained at a modest level throughout the demographic collapse
that occurred just before the conquest (0.225) until the year 1600
(0.362). Over the following two centuries, increases in population,
per capita income and urbanization caused inequality to rise,
reaching 0.576 just before the period of independence. This period
was followed by decades of slow income growth and urbanization,
resulting in a pro-cyclical fall in the Gini coeflicient, reaching
0.464 prior to industrialization circa 1880. As a result of the ad-
vent of industrialization and the increase in income generated by
commodities compared with wages, the Gini coeflicient exceeded
0.600 in 1920 and remained around this level, albeit with major
fluctuations, over the following years. A generalized trend towards
falling income concentration was only observed once again at the
start of the 21st cen-tury.

The magnitude of income mobility experienced by the region’s popu-
lation during the circa 2003-2013 period is cal-culated in this Report
by comparing per capita income for 2003 and 2013. The method

5]

N

Notes

employed consists of con-structing synthetic panels based on tradi-
tional income surveys in order to estimate a counterfactual income
for each person circa 2003 that represents the income they would
have circa 2013. This procedure, proposed by Dang and Lanjouw
(2013) involves producing estimates for both years using a regression
model in which per capita in-come is the dependent variable, ex-
plained by a set of observable individual characteristics such as sex or
occupational status. Based on each model, coefficients and residuals
are obtained whose processing to yield the counterfactual income
generates an upper and lower limit for the estimates. For example,
the combination of the coefficients obtained based on the model for
circa 2013 with the individual characteristics and residuals obtained
from the model for circa 2003 generates a lower limit, which in this
Report is referred to as the conservative estimate. The combination
of the characteristics observed in the model for circa 2003 and the
respective coefficients and residuals estimated for the model circa
2013 generates an upper limit for the estimates, which in this Report
is referred to as the extreme estimate.

The SIDS were first recognized as a group of countries comprising
nations in Africa, the Indian Ocean, the South China Sea, the
Caribbean and the Pacific at the United Nations Conference on
Environment and Development (UNCED) in 1992. The following
Caribbean countries form part of this group: Antigua and Barbuda,
Bahamas, Bar-bados, Belize, Cuba, Dominica, Dominican
Republic, Grenada, Guyana, Haiti, Jamaica, Saint Kitts and Nevis,
Saint Lucia, Saint Vincent and the Grenadines, Suriname and

Trinidad and Tobago.

Data consulted from the EM-DAT database: OFDA/CRED
International Disaster Database (Guha-Sapir, Below and Hoyois,
2015).

To consult the resolution, see United Nations (2015).
Estimate by the Human Development Report Office.

Prepared by the authors based on estimates provided by the Center
for Distributive, Labor and Social Studies (CEDLAS), using
information obtained from the Socio-Economic Database for
Latin America and the Caribbean (SEDLAC) (CEDLAS and the
World Bank). The figures correspond to the total for the following
18 countries, with the years indicated in parentheses: Argentina
(2014), Bolivia (2013), Brazil (2013), Chile (2013), Colombia
(2013), Costa Rica (2013), Dominican Republic (2014), Ecuador
(2009), El Salvador (2013), Guatemala (2011), Honduras (2013),
Mexico (2012), Nicaragua (2014), Panama (2013), Paraguay
(2013), Peru (2014), Uruguay (2014) and Venezuela (2011).



1 Figures calculated based on information from the SME Finance
Forum project by the World Bank International Fi-nance
Corporation.

1 Figures calculated based on information from the Total Economy
Database of the Conference Board and the IMF World Economy
Outlook Database (October 2015 update). The figures correspond
to the aggregate for the following countries: Argentina, Bolivia,
Brazil, Chile, Colombia, Costa Rica, Dominican Republic,
Ecuador, Guatemala, Mexico, Peru, Uruguay and Venezuela.

15 Calculations based on the information available from the UNDP

Human Development Report Office, 2015. This value represents
the ratio of the average minutes of daily unpaid work by women
and men and includes information from time use surveys for the
following countries: Colombia (2012-2013), Costa Rica (2004),
Ecuador (2012), El Salvador (2010), Mexico (2009), Panama
(2011), Peru (2010) and Uruguay (2013). Unpaid work refers to
the time dedicated to unpaid domestic tasks, whether for one’s self,
family members, the community or other households.

!¢ The annex 3 to this Report contains the methodological and tech-

nical details of the research. The qualitative instru-ments largely
consisted of focus groups, complemented by discussion groups and
in-depth interviews. The reports for the focus groups in the differ-
ent countries in the region can be consulted at www.masqueingre-
so.org. The results were systematized based on the analysis of the
literal transcriptions obtained from each of the instruments used.
Discourse analysis and grounded theory were used for the analysis.
More details on both methodologies can be found in the annex 3 to
this Report.

'7 Antigua and Barbuda, Barbados, Bolivia, Brazil, Chile, Colombia,

Dominican Republic, Ecuador, Granada, Guyana, Haiti, Honduras,
Jamaica, Nicaragua, Peru, Saint Kitts and Nevis, Saint Vincent
and the Grenadines, Trinidad and Tobago, Uruguay and the Latin
American diaspora living in the United States. These supplies are
in addition to those for Costa Rica and El Salvador, which are the
result of previous work carried out by the UNDP country offices.

32 | REGIONAL HUMAN DEVELOPMENT REPORT FOR LATIN AMERICA AND THE CARIBBEAN MULTIDIMENSIONAL PROGRESS: WELL-BEING BEYOND INCOME



NO
POVERTY

Tl

GOOD HEALTH
AND WELL-BEING

s

DEGENT WORK AND INDUSTRY, INNOVATION
ECONOMIC GROWTH ANDINFRASTRUCTURE
1 CLIMATE 1 LIFE 1 LIFE
ACTION BELOW WATER ON LAND

S o

In September 2015, the 193 Member States of the United Nations
took a historic step with the approval of the 2030 Agenda for
Sustainable Development. At the heart of this agenda lies a
simple but radical imperative: the elimination of poverty in all its
forms, while caring for and protecting the planet.

This universal and holistic agenda will have a specific
application in each country, in line with the priorities established
in national plans and policies. As a multidimensional agenda
par excellence, this Report can contribute to helping adapt this
agenda to the specific circumstances of individual countries.

The Report describes three steps to avoid the fragmentation
of the 2030 Agenda, which contains 17 goals and 169 targets.
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The first involves using a multidimensional approach to develop
the connections between indicators of well-being and the
drivers of economic, social and environmental transformation.
Secondly, constellations of sustainable development goals
(SDGs) must be built around the strategic objectives established
by the authorities in each country to avoid piling global agendas
on top of national ones. Thirdly, based on the examples in
this Report, it is possible to conduct a microsimulation of the
impacts of closing intersectoral and inter-territorial gaps for a
set of targets, breaking the impact of these measures down by
programme or population group.
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Why multidimensional progress? Firstly, because it is essential
to go beyond the use of per capitaincome, economic growth and
GDP as the sole criteria for measuring the level of development
of middle-income countries and Small Island Developing States
(SIDS). Countries do not “graduate” when they overcome a
certain income threshold.

Secondly, because the time has come to build intersectoral,
holistic and universal policies that respond to the multidimensional
problems of development. The period since the first publication
of the Human Development Report in 1990 through to the recent
approval of the 2030 Agenda for Sustainable Development has
seen the emergence of a demand for more integrated policy
activities. It is not enough to advance gap by gap; instead it is
necessary to adopt a multidimensional approach.

In Latin America and the Caribbean, the concept of
multidimensional progress aims to respond to development

“Since 1990, each Human Development Report has focused, in

one way or another, on well-being that goes ‘beyond income’.

This Regional Report takes this focus to an unimagined level.

It invites us to expand the way we think about progress from a

multidimensional perspective, which is applied to tackle the new

challenges facing middle-income countries and Small Island
Developing States.”

Helen Clark

Administrator of

the United Nations Development Programme (UNDP)

“In Latin America and the Caribbean, between 25 and 30 million
people are at risk of falling back into poverty and tens of millions
suffer from exclusion linked to ethnicity, race, gender and sexual
identity. It is not enough to ‘return to growth’. We must work
towards a multidimensional progress.”
Jessica Faieta
United Nations Assistant Secretary-General and Regional Director
for the United Nations Development Programme in Latin America
and the Caribbean (UNDPLAC)
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problems that go beyond overcoming minimum income
thresholds and basic needs or shortfalls. Among other
objectives, it entails guaranteeing social protection systems
throughout the life cycle, increasing the employment standards
of workers, improving the quality of social services, expanding
access to care systems for children and older persons,
guaranteeing gender equality inside and outside the home,
recognizing the multicultural and plurinational rights of peoples
and communities, improving citizen security inside and outside
the community, protecting the environment, ensuring access
to renewable energy and strengthening resilience to natural
disasters.

Nothing that diminishes the rights of people and communities
or risks the environmental sustainability of the planet can be
regarded as progress.

“At a time in which Latin America and the Caribbean are faced

with a sharp economic slowdown, this innovative Report invites

us to think about how to build the capacities of each household

and community to avoid losing the gains of recent years by

using universal policies that aim to secure multidimensional

development. This is, without a doubt, a unique contribution by
UNDP.”

José Antonio Ocampo

Professor of Professional Practice

in International and Public Affairs

Columbia University

“This innovative Report emphasizes the need for

multidimensional approaches to understanding poverty and

well-being, and coordinated policies to guarantee simultaneous
success on various fronts.”

Sabina Alkire

Director of the Oxford Poverty

& Human Development Initiative (OPHI)

University of Oxford



