Understanding chronic
poverty in Latin America
and the Caribbean

While rates of absolute poverty in Latin America and the Caribbean (LAC
region) are relatively low compared to other developing regions, the propor-
tion of the poor that are chronically poor is relatively high. Despite wide-
spread economic growth in the 1990s, the picture has not improved, and at
present rates the region will not meet the MDG of halving absolute poverty
by 2015. Persistent poverty is generally attributed to the high levels of
inequality in the region, much of which is associated with race and ethnicity,
which give people few chances to escape poverty.

Poverty trends in Latin
America and the
Caribbean

Although aggregate rates of absolute
poverty in the LAC region are relatively
low, national rates range from negligible
numbers in countries like the Dominican
Republic, up to a fifth of the population
in Ecuador, El Salvador and Paraguay,
and almost a quarter in Honduras. In
Bolivia and Haiti these figures are likely
to be much higher. Although Latin
America and the Caribbean has some of
the best human development indicators,
on average, there is significant diversity
between countries (see Table 8.1). Haiti
plus most of Central America and Boli-
via fare the worst.

Although human development indica-
tors have improved over the past two
decades, aggregate per capita household

expenditure has barely risen — on average
less than half a percent — despite eco-
nomic recovery and positive growth in
the 1990s. In some countries, such as
Peru, poverty rates rose and poverty

Persistent poverty in Latin
America is largely a distributive
problem. Inequality undermines
the potentially positive impacts

of growth on the poor, as well
as hindering growth itself.

gaps widened alongside substantial eco-
nomic growth. It is estimated that the
absolute number of poor! people rose by
nearly 11 million between 1990 and
1999 — 7.6 million in the last two years.?
The numbers of indigent® people de-
clined by about 4 million over the same
period, but estimates suggest that by

2001 these absolute gains had been
largely erased, and the picture worsened
in 2002 due to negative growth.

Persistent poverty in Latin America is,
to quite a large extent, a distributive
problem (see Table 8.2). Where growth
has been achieved, its potential positive
impact on the poor has been undermined
by inequality — which also holds back
growth itself. Regional levels of inequal-
ity are among the highest in the world
and did not decline significantly in any
Latin American country during the
1990s; four countries showed significant
increases.*

There are two main processes behind
the persistence of inequality. First, neo-
liberal reforms have contributed to wid-
ening economic inequalities as the bene-
fits of growth have been very unequally
spread. Second, underlying socio-eco-
nomic structures are deeply rooted in
Latin America’s colonial past. Inequality
persists on the basis of the concentration
of land in the hands of the very few; ex-
tractive economic industry (rubber, min-
erals, oil and natural gas); commodity-
based exports (sugar, bananas and cof-
fee); and the history of slavery and in-
dentured  labour  that irreversibly
transformed societies. Racial and ethnic
stratification form the bases for exclu-
sion and adverse incorporation. Further,
many countries of the region have long
been characterised by powerful, central-
ised and often clientelistic states, as well
as several decades of military dictator-
ship, and not yet been transformed by
recent democratic reforms. These politi-
cal structures have further exacerbated
the concentration of power and accentu-
ated prevailing inequalities.

Figure 8.1 Chronic poverty in Latin America and the Caribbean
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Income polarisation in Latin America

(US$, yearly PPP-adjusted GDP per capita)

Table 8.1 Summary of poverty indicators in Latin Table 8.2
America and the Caribbean
LAC Time
Percentage of people living on less than US$1/day, 11.5
1989-1999° 1970
The number of percentage points by which the poor 34.7
fall below the poverty line, 1989-1999% 1975
Under-five mortality rate (per 1,000 live births), 2001 36.5
Infant mortality rate (per 1,000 live births), 2000 31.7 1980
Proporton of under five children stunted, 1992-2000° 17
Proporton of under five children severely stunted, 5.4
1992-2000° 1985
Life expectancy at birth, 2000 69.8
Adult illiteracy rate, female, 2000 13.9 1990
Adult illiteracy rate, male, 2000 11.8
1995

a: Data refer to the most recent year available during the period

specified.

How many people are
chronically poor in Latin
America and the
Caribbean?

Best estimates are that between 30% and
40% of the absolute poor population in
the LAC region is chronically poor: be-
tween 16 and 22 million people.

Who are the chronically
poor in Latin America
and the Caribbean?

Chronically poor households in the LAC
region tend to be of indigenous or Afri-
can descent, with high dependency ra-
tios, and low levels of education. Very
little data is available on the relationship
between chronic poverty and disability
in the LAC region.®

Those with less education

Based on household survey data from 18
LAC countries, education and occupa-
tion were found to be the two most im-
portant factors in determining poverty.”
Whilst the case for occupation appears
to be stronger, as it is related to incomes,
the relationship between education and
poverty is highly contextual.

The average difference between the
number of years in school of the poorest
and richest quintiles is 6 years, and the
study suggests that on average, 29% of
poverty would be eliminated if there was
no such disparity. Households with

Source: Part C.

better educated members tend to be bet-
ter off and experience lower levels of in-
come variability.

In a study of Monterrey, Mexico,?
both educational and occupational mobi-
lity have increased since 1968. However,
while, overall levels of education have
improved, the ‘social minimum’ for edu-
cation has also increased across all social
classes, and educational opportunities re-
main stratified. Opportunities for effec-
tive upward mobility are still scarce.
Further, average real incomes for lower
white-collar workers have decreased
since the 1960s, so occupational mobility
from manual jobs into lower white-col-
lar jobs does not automatically translate
into better economic status. In Brazil, (as
with South Africa), a strong legacy of
social inequality means that even declin-
ing (but still significant — see Figure 8.4)
educational inequality is not yet translat-
ing into reduced income inequality.”

This is particularly true for marginal-
ised groups. For indigenous peoples in
Latin America, discrimination in labour
markets and limited opportunities for
quality education mean that education is
less strongly correlated with income than
for other socio-economic groups.'°

While there are few children who have
less than one year of education, there are
extremely high non-completion rates
across the region. Dropping out — or
being pushed out by poverty and under-
financed schools — is highest in rural
areas, among those living in the poorest

households, with mothers who are less

Poorest 1%

Richest 1% Income Ratio

112 40,711 363
170 46,556 274
184 43,685 237
193 54,929 285
180 64,948 361
159 66,363 a7

Source: Londofio and Székely, 1997, in Wheeler (2003).

educated, and among girls in rural areas
and boys in cities. Few countries in the
region have seen drop-out rates decrease
significantly over the past decade, and
rural-urban gaps remain wide, fostering
the intergenerational persistence of pov-
erty and inequality.

Poverty is a way of being in which
individuals become unable to
exercise their rights. The cultural
deprivation imposed by the absolute
absence of rights, suppresses buman
dignity, and leads to material
deprivation and political exclusion.®

Race and ethnicity

Race and ethnicity are strongly linked to
prevailing structures of inequality in the
LAC region, and likely to be major pre-
dictors of chronic poverty. Often it is not
only a lack of access to basic services
and political power that makes indige-
nous people poor, but an overarching ex-
clusion from citizenship'' that denies
them such access, as well as less tangible
aspects of well-being such as dignity and
cultural integrity.

Regions within Latin America with
large indigenous populations, such as the
Pan-Andean region, the Central Ameri-
can lowlands and south-eastern Mexico,
and areas with large populations of Afri-
can descent such as north-eastern Brazil,
tend to be the poorest. In Brazil 45% of
the poorest decile is black, and 85% of
the richest 1% is white.'* This has
hardly changed over the past century,
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underscoring the resilience of these
socio-economic structures to change. In
Mexico, Oaxaca is both the poorest state
and that with the highest proportion of
indigenous people.'® The only time that
the problems of indigenous regions seem
to receive any serious consideration, ei-
ther from national authorities or key in-
ternational institutions, is when they are
the sites of armed rebellion, as with the
Zapatista
Mexico.'*

Indigenous migrants to cities and

uprising  in  south-east

other non-indigenous areas are often
among the poorest, but they may have
higher incomes and more opportunities
to access basic services than in their in-
digenous areas.
In Panama, 70% of the indigenous
population is extremely poor com-
pared to 13% of the non-indigenous
population.'?
Virtually all monolingual indigenous
speakers are extremely poor.
While 87% of indigenous people living
within indigenous areas are extremely
poor, 25% of those living outside
these areas are below the extreme pov-
erty line.

The working poor

Several million new jobs generated by
growth in the 1990s have been largely in
the informal sector, low-waged, insecure
and unprotected. The number of ‘work-
ing poor’ has thus increased. A 2000
study suggested that three-quarters of
the employed population in Latin Amer-
ica does not generate enough income
from their jobs to surpass the poverty
line,'® fostering a dependence of the
working poor on a portfolio of activities
alongside a ‘main’ job. In urban areas,
the highest rates of poverty were found
to occur among those employed domesti-
cally, as manual workers, or informally
in commerce or services.

Women and women-headed
households

Although women are increasingly incor-
porated into the economy, they tend to
enter at the lowest levels, where low
wages, limited security and gender-based
discrimination all undermine the pov-
erty-reducing potential of paid work.
The contribution of poor women’s
wages to household income is increas-
ingly significant, but this has led to

Figure 8.2 Racial inequality and education in Brazil, 1999
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minimal if any reduction of their non-
waged household work, and rarely is
enough to reduce poverty. Nor has it
contributed to sufficiently improved sta-
tus for women in the household; domes-
tic violence against women is rising
significantly.

The evidence that households headed
by women — of which the proportion is
large and in many cases growing in the
LAC region - are disproportionately
among the extreme poor is mixed. In
some countries with relatively low over-
all poverty levels, female-headed house-
holds tend to be
represented among the extreme poor. In
Costa Rica, for example, they make up
28% of total households but 56% of the
extreme poor. In poorer countries like

disproportionately

Honduras and Nicaragua, households
headed by women are only marginally
among the poorest."” Figures such as
these do not take into account the prob-
‘female-headed-
ness’, nor the poverty gap between male-

and female-headed households,

lematic definitions of

nor,

(>=25 y‘e(ars old)
Source: PNAD, 1999, in Henriques, 2001.

perhaps most importantly, potentially
different expenditure patterns. The ex-
tent to which headship is linked to per-
take into

sistent poverty needs to

account a range of factors.

Where are the chronically
poor in Latin America
and the Caribbean

Urban poverty is particularly significant
in the LAC region — 64% of the poor
and 75% of the total population of Latin
America live in urban areas.'® However,
the probability of being poor or ex-
tremely poor is still much higher in the
rural areas. It is 37% if you live in a
town or city, but 63% if you live in a

rural area."”

Rural chronic poverty

Several primarily rural regions stand out
as persistently poor, such as the pan-
Andean region including portions of
Bolivia, Peru, Ecuador and Colombia.

Box 8.1 Sebastiana’s story, Ecuador

‘Misery did not separate us, because my mother refused to hand us over to the
landowner, who offered so many advantages in return. Our only protection was our
work, first that of my grandparents in haciendas in the Puno region, then the work
of my parents, which took us from Llave to Santa Rosa, from Taquile to the
Tiquina Strait, from Yunguyo to Moya de Ayaviri, and from there to Cusco. It was
there that my father worked on building the Huatanay River canal, helped build the
regional hospital, worked in the railway station, and also as a bricklayer and
journeyman. My mother sold food on the street, sold everything she could, was a
labourer like me, my brothers, and now like my male children.’

Source: Ochoa (2001: 56)
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Box 8.2

Indigenous poverty and vulnerability in Bolivia

Bolivia has one of the largest indigenous populations in Latin America. 63% of the
total population is unable to satisfy their basic education, health and housing
needs. The incidence of poverty is particularly high in rural areas: in 1997, 77.3%
of the rural population was considered poor and 58.2% severely poor, while 50.7%
of the urban population was poor and 21.6% severely poor. The economy is highly
dependent on mining — tin and other mineral mines have replaced the famous
silver mines of the colonial period. Natural gas and mineral exports account for the
large majority of Bolivian exports — and the price for these goods is determined in
the global commodity market, making vulnerability to external shocks in these
markets one of Bolivia’s biggest problems in addressing poverty.?* Bolivia
epitomises the characteristics common to other geographic concentrations of

poverty in Latin America.

Race and ethnicity explain much of the
geographic concentration of persistent
poverty: in this Pan-Andean region, the
northeast of Brazil, where 60% of Bra-
zil’s poor are located®®, and southwest
Mexico, where poverty is increasing de-
spite a reduction in the national pov-

erty level.!

A similar pattern is found
in the Caribbean lowlands of Central
America.

Access (or rather the lack of access) to
social services also has a powerful role.
In rural Peru, consumption growth is as-
sociated with local provision of medical
care, the level of education, and the
prevalence of diarrhoeal diseases, more
than it is with other geographic differ-
ences (such as altitude, road network
density, and the percentage of paved
roads).*?

In persistently poor rural areas, health
and education services tend to be weak.
Inadequate rural land reforms mean that
huge historical disparities between land
owners and labourers have not been
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