WOODROW WILSON CENTER UPDATE ON THE AMERICAS

Democratic Governance and the ‘New Left’

W

Woodrow Wilson
International Center
for Scholars

LATIN AMERICAN PROGRAM

OCTOBER 2009

Poverty, Inequality and the
New Left in Latin America

Nora Lustig!

Introduction

atin America is the most unequal
Lregion in the world. Since 2002, how-
ever, inequality in Latin American coun-
tries has declined in twelve out of the seventeen
countries for which there is comparable data, at
an average rate equal to 1.1 percent per year. In
addition, extreme poverty has fallen since 2002
at a faster pace than in the past. The recent
decline in inequality and poverty has coincid-
ed with the rise of leftist regimes in a growing
number of countries. In 2009, ten countries in
Latin America—comprising close to 60 percent
of the region’s population—were being gov-
erned by regimes that can be classified as left-
ist:* Argentina (2003), Bolivia (2006), Brazil
(2003), Chile (2000), Ecuador (2007), El
Salvador (2009), Nicaragua (2007), Paraguay
(2008), Uruguay (2005) and Venezuela (1999)
(Table 1). Following other authors,’ this paper
classifies the regimes as “New Left” based on the
political orientation of the governing party, or
the faction of the governing party to which the
president belongs. So, for example, in the case
of Chile, the government is considered as part
of the left when the president came from the
Socialist rather than the Christian Democratic
Party.* In the case of Argentina, the Peronist
government is considered as part of the left
since Néstor Kirchner took power in 2003.
Some authors have broadly distinguished
between social democratic left regimes (Brazil,

Chile and Uruguay) and populist left regimes
(Argentina, Bolivia, Ecuador, Nicaragua and
Venezuela).’ This work makes use of this clas-
sification. While this classification is based
principally on socio-political differences, the
populist left can be distinguished from the
social democratic left from an economic per-
spective as well. In contrast to the social dem-
ocratic left, populist left regimes tend to be
less prudent in their macroeconomic policies,
to reject more frequently the free market as
the mechanism to determine prices and allo-
cate resources, to favor more state intervention
in the economy, and to have fewer reserva-
tions regarding the expropriation of property
and the breach of contracts. Although both
left regimes aim to reduce inequities, social
democratic left governments choose to redis-
tribute through social programs and are far
less inclined to impose confiscatory taxation
or expropriate land.® In this case, using eco-
nomic and social policy differences would
yield the same classification as the one based
on socio-political differences.

The coincidence between the decline in
inequality and poverty and the rise of the left
in Latin America raises the following ques-
tions: Does the evolution of inequality and
poverty in a particular country differ with the
political orientation of the governing regime?
Do the trends in poverty and inequality or
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FIGURE 1. Incidence of poverty, by region: 1990-2005
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NOTE: These estimations use the international poverty line of $1.25 a day in 2005 purchasing power parity (PPP) prices. This is the new
international line for poverty employed by the World Bank.
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TABLE 1. Countries with Leftist Governments and Available Data on Inequality and Poverty

Country President Start Date

Type of Left

Population in
2006 (million of
habitants)

Inequality
Data /a

Poverty

WETEWE] Coverage

Argentina Néstor Kirchner May 2003 Populist YES YES Urban 35.8

Bolivia Evo Morales January 2006 Populist NO NO Whole 9.4
country

Brazil Ignacio Lula January 2003 Social YES YES Whole 189.3
da Silva Democratic country

Chile Ricardo Lagos March 2000 Social YES YES Whole 16.4
Democratic country

Ecuador Rafael Correa January 2007 Populist NO NO Whole 13.2
country

El Salvador Mauricio Funes June 2009 To be defined NO NO Whole 6.8
country

Nicaragua Daniel Ortega January 2007 Populist NO NO Whole 55
country

Paraguay Fernando Lugo August 2008 To be defined NO NO Whole 6.0
country

Uruguay Tabaré Vazquez March 2005 Social YES YES Urban 3.0

Democratic

Venezuela Hugo Chavez February Populist YES YES Whole 21.0
1999 country

Total b/ 3125

SOURCE: Socio-Economic Database for Latin America and the Caribbean (CEDLAS and the World Bank) http://www.depeco.econo.unlp.
edu.ar/cedlas/sedlac/ and several articles in printed media. The population data is from the World Development Indicators (WDI) database,
World Bank (http://ddp-ext.worldbank.org/ext/ DDPQQ/member.do?method=getMembers).

NOTES:

1. Chile is considered as having been governed by the Left since 2000, when the president of the ruling Concertacién coalition came from the

Socialist Party. In the cases of El Salvador and Paraguay, the type of leftist regime remains to be defined.

2. a/ Refers to the availability of data for inequality and poverty for the relevant period (the years that the Left controlled the government).

3. b/ Latin America’s total population was 554 million in 2006. The countries considered in the table represent 66.2 percent of this total.

the rates at which they change differ in countries
that are currently governed by the left, as opposed
to those that are not? Are there significant differ-
ences in the evolution of inequality and poverty
in countries governed by the populist versus the
social democratic left? Using descriptive statis-
tics and the preliminary results of econometric
analysis, this paper aims to answer these three
questions.

The paper is organized into five sections. The
first section presents a brief overview of inequal-

ity and poverty in Latin America compared to
other regions of the world. The second section
is on data, indicators, and methods used in the
analysis. The third section discusses the relation-
ship between type of regime and the evolution
of inequality and poverty in a particular coun-
try before and after the left came to power, and
between countries under leftist and non-leftist
governments. The fourth section summarizes the
preliminary results of the econometric analysis.
The fifth section offers conclusions.
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FIGURE 2. Gini Coefficient (in %), by Region, 2004

Gini Coefficient (in %), by Region, 2004
60

50

40

53.2
44.7
38.9 38.9 391
32.2 33.6
30
20
10
0 T T T T

Developed Europe and South Asia North Africa East Asia and Sub-Saharan  Latin America
Countries Central Asia and the Middle the Pacific Africa and the
East Caribbean

SOURCE: Author’s calculations based on Ferreira and Ravillion (2008).

FIGURE 3. Gini Coefficient (in %), for Latin America: 1990 — 2005
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NOTE: Data are for most recent year within two years of dates listed. To make the changes in the Gini more visible,

Figure 3’s y-axis begins at forty percent instead of zero.

1. Inequality and poverty in Latin
America compared with the rest of
the world

According to the World Bank’s most recent esti-
mates, global poverty (measured by the inter-
national poverty line of US$1.25 a day in 2005
prices) fell from 42 percent in 1990 to 25 percent
by 2005. In 2005 around 1.4 billion people in the
world lived in poverty. The incidence of poverty
in Latin America and the Caribbean is consider-
ably lower than in other regions, with the excep-
tion of Eastern Europe and Central Asia (Figure
1). Given its level of income per capita, however,
the incidence of poverty in Latin America and the
Caribbean is relatively high. This excess of pov-

erty is a product of the region’s high concentra-
tion of income.

Figure 1 also shows that East Asia and the Pacific
experienced the greatest reduction in poverty
among all the regions, primarily as a result of the
spectacular decline in poverty in China. In con-
trast, in Eastern Europe and Central Asia, poverty
rose in the 1990s; this increase was mostly due to
large declines in GDP per capita, which took place
in the region during its period of transition from
socialism to market-based economies. In Latin
America and the Caribbean, poverty rose in the
first half of the 1990s, when various countries were
facing macroeconomic crises. Since 2002, poverty
fell at a greater rate than in prior periods, mostly
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FIGURE 4. Gini Coefficient (in %), for Argentina and Venezuela: 1986-2006
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SOURCE: Author’s elaboration based on SEDLAC (CEDLAS and the World Bank). For more information see http://www.depeco.econo.

unlp.edu.ar/cedlas/sedlac/.

NOTES:

1. The orange bars denote the years when the country was under a leftist government.

2. Data for Argentina are for urban areas only.

3. Using the bootstrap method, the author tested whether differences between Gini coefficients between a specified year and the year imme-

diately prior were statistically significant. Statistical significance was determined at a 95 percent level and with 100 replications. Results are

presented in Table A.4.

FIGURE 5. Poverty and extreme poverty, in Argentina and Venezuela: 1986-2006
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SOURCE: Author’s elaboration based on SEDLAC (CEDLAS and the World Bank). For more information see http://www.depeco.econo.
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NOTES:

1. Poverty and extreme poverty are measured using national moderate and extreme poverty lines, respectively.

2. The orange bars denote the years when the country was under a leftist government.

3. Data for Argentina are for urban areas only.

4. Using the bootstrap method, the author tested whether differences between headcount ratios between a specified year and the year imme-

diately prior were statistically significant. Statistical significance was determined at a 95 percent level and with 100 replications. Results are

presented in Table A.4.

due to the economic benefits generated by the rise
in prices of commodities exported by the region
(such as oil, copper, grains, and soybeans). These
reductions are in line with the common wisdom
that as economies grow more rapidly, poverty
rates decline more rapidly as well.

In Figure 2 one can observe that Latin America
and the Caribbean has the highest levels of
inequality in the world (as measured by the Gini
coeflicient). Nevertheless, Figure 3 shows that the
region’s Gini coefhicient fell on average since the

early 2000s. This reduction in inequality is a new
phenomenon in a region that historically has been
categorized for its high concentration of income.
The questions are a) whether this reduction in
inequality is a product of the prosperity associat-
ed with the rise in the price of raw materials, and
b) whether it will be sustainable. These questions,
as important as they are, are not the focus of the
current paper and are analyzed elsewhere.”

Up to now, the data presented reflect averages
for the region. The experience of individual coun-
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tries, however, may differ considerably. Among
the fourteen countries for which a comparison
is possible, poverty decreased in eleven of the
fourteen countries: Argentina, Bolivia, Brazil,
Chile, Costa Rica (very slightly), Ecuador, El
Salvador, Honduras, Mexico, Peru and Venezuela,
and increased in three: Paraguay, the Dominican
Republic, and Uruguay. Extreme poverty fell in
eleven: Argentina, Bolivia, Brazil,® Chile, Costa
Rica, Ecuador, El Salvador, Honduras, Mexico,
the Dominican Republic and Venezuela, and
rose in three: Paraguay, Peru (very slightly) and
Uruguay from 2000 to 2006.° As for inequality,
of the fourteen countries for which the informa-
tion was available, the Gini coefficient declined in
ten: Argentina, Bolivia, Brazil, Chile, Ecuador, El
Salvador, Mexico, Paraguay, Peru and Venezuela,
and increased in four: Costa Rica, Honduras, the
Dominican Republic and Uruguay from 2000
to 2006." Is there an observable relationship
between governments’ political orientation and
countries’ evolution of poverty and inequality?
This question is the subject of the next section.

2. Data, Indicators and Methods
This study uses two well-known measures of pov-
erty and inequality. For poverty, the paper uses
the incidence of poverty, also known as the head-
count ratio (that is, the proportion of individu-
als living with an income—or consumption—
below the poverty line); depending on whether
the headcount ratio is calculated with extreme or
moderate poverty lines, the paper distinguishes
between measures of extreme poverty (or indi-
gence) and (total) poverty, respectively.'' For
inequality, the paper uses the Gini coefhicient.
The Gini coeflicient can take on values between
zero and one (or zero to one hundred if it is pre-
sented as a percentage). The closer the value is to
zero, the less unequal the distribution of income;
conversely, a value closer to one indicates greater
inequality.'” The data for the headcount ratios
and the Gini coeflicients for Latin America come
from SEDLAC." Changes in inequality and pov-
erty were statistically significant. The appendix
describes the indicators, statistical significance
tests and the databases in more detail.

The analysis presented here uses data from
seventeen countries for which (roughly) compa-

rable measures of inequality and poverty exist.!*
Countries were divided into three groups accord-
ing to type of regime: populist left (Argentina
and Venezuela), social democratic left (Brazil,
Chile and Uruguay), and non-left (the remaining
twelve). Bolivia, Ecuador, El Salvador, Nicaragua
and Paraguay were included among the non-left
countries because in 2006—the cut-off year used
in the descriptive statistics—they were still gov-
erned by the non-left."”

Using descriptive statistics, this paper explores
the relationship between political regime and dis-
tributive outcomes (i.e., the evolution of poverty
and inequality). In particular, it uses two indica-
tors: a) frequency (i.e. the number of countries
of the total in each group) at which inequality
and poverty declined and b) the rate with which
poverty and inequality declined in countries from
each group.

The paper also presents the preliminary results
using econometric analysis. Regressions were run
using a panel of 17 countries for the period 1988-
2008 with inequality and poverty measures as the
dependent variables. The explanatory variables
included the political orientation of the regime as
well as other factors influencing distributive out-
comes such as income per capita, commodity pric-
es, government spending, and the share of fuels
(oil or gas) in total exports. The regressions also
controlled for unobservable factors—the so-called
“fixed

affecting inequality such as the initial distribution

effects"—that is, time-invariant factors
of land, the quality of education, latitude, (i.c.,
distance from the Equator) and the share of indig-
enous population, to name a few. The details of the
econometric analysis are presented elsewhere.'

3. Latin America: evolution

of inequality and poverty and
governments’ political orientation
This section examines the relationship between
the political orientation of a government and the
evolution of inequality and poverty for the fol-
lowing countries: Argentina (urban areas), Brazil,
Chile, Uruguay (urban areas) and Venezuela.
For Bolivia, Ecuador, El Salvador, Nicaragua,
and Paraguay, the only available data pre-dates
the years in which presidents of the left took
office; therefore, for the purpose of this statistical
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FIGURE 6. Gini coefficient (in %), Brazil, Chile and Uruguay: 1986-2000
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SOURCE: Author’s elaboration based on SEDLAC (CEDLAS and
the World Bank). For more information see: http://www.depeco.
econo.unlp.edu.ar/cedlas/sedlac/.

NOTES:

1. The orange bars denote the years when the country was under a
leftist government.

2. Data for Uruguay are for urban areas only.

3. Using the bootstrap method, the author tested whether differ-
ences between Gini coefficients between a specified year and the
year immediately prior were statistically significant. Statistical
significance was determined at a 95 percent level and with 100

replications. Results are presented in Table A.4.

FIGURE 7. Poverty and extreme poverty for Brazil, Chile and Uruguay: 1986-2006

45
40
354
30 4
251
20 -
15 4
10 4

Poverty (color bars) and Extreme Poverty (white bars): Brazil

1985 1987

1989

1991

1993

1995 1997

1999 2001

2003 2005

Poverty (color bars) and Extreme Poverty (white bars): Uruguay

1985 1987

1989

1991

1993

1995 1997

1999 2001

2003 2005

Poverty (color bars) and Extreme Poverty (white bars): Chile

1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005

SOURCE: Author’s elaboration based on SEDLAC (CEDLAS and
the World Bank). For more information see: http://www.depeco.
econo.unlp.edu.ar/cedlas/sedlac/.

NOTES:

1. Poverty and extreme poverty are measured using national
moderate and extreme poverty lines, respectively. The orange
bars denote the years when the country was under a leftist
government.

2. Data for Uruguay are for urban areas only.

3. Using the bootstrap method, the author tested whether differ-
ences bCrWCCn hCadCOunt ratios bC[WCCn a SpCCiﬁCd yCar and thC
year immediately prior were statistically significant. Statistical
significance was determined at a 95 percent level and with 100

replications. Results are presented in Table A.4.
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FIGURE 8. Gini coefficient (in %) and political orientation, by country in Latin America: 1990-2006
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SOURCE: Author’s elaboration based on SEDLAC (CEDLAS and the World Bank). For more information see: http://www.depeco.econo.

unlp.edu.ar/cedlas/sedlac/.
NOTES:

1. The dotted black line represents the first year that a leftist government took control in each country. Countries under social democratic left

governments are dark grey. Countries under populist left governments are light grey. The left has governed since 2003 in Argentina and

Brazil, since 2000 in Chile, since 2005 in Uruguay, and since 1999 in Venezuela.

2. For the year 1990, data refers to 1991 for Argentina, El Salvador and Panama, and 1992 for Brazil, Honduras, Mexico, Uruguay and
Venezuela. For the year 1995, data refers to 1996 for Chile, Colombia and Mexico. For the year 2000, data refers to 1999 for Brazil,
Ecuador, Honduras and Paraguay. For the year 2003, data refers to 2001 for Nicaragua and to 2002 for Bolivia and Mexico. For the year

20006, data refers to 2005 for El Salvador and Nicaragua.

o

. Data for Argentina and Uruguay are for urban areas only. Each country’s urban population represents more than 80 percent of the total

population. Data from 1990 in Paraguay corresponds to the metropolitan Area of Asuncién. In Argentina the household survey was
administered in October each year from 1980-2003. For Argentina, surveys from 1980-1991 covered only Gran Buenos Aires; surveys from
1992-1997 covered only 15 cities, and surveys from 1998-2003 covered 28 cities.

4. Using the bootstrap method, the author tested whether differences between Gini coefficients between a specified year and the year imme-

diately prior were statistically significant. Statistical significance was determined at a 95 percent level and with 100 replications. Results are

presented in Table A.5.

comparison, these countries are considered non-left.
Using descriptive statistics on inequality and
poverty, this section does two things. First, it anal-
yses whether inequality and poverty under left gov-
ernments (in both the populist and social demo-
cratic left) showed a different behavior than under
the immediately previous non-left ones. It addresses
the following questions: did inequality and poverty
fall under the Left while they were constant or rose
under the previous non-Left governments? If they
fell under both regimes, was the rate at which they
fell faster under Left than under the previous non-
Left governments? This is done in subsection i.

Second, the paper explores whether inequal-
ity and poverty under left regimes—and within
the left, between populist and social democratic
regimes—showed a different pattern than under
the contemporaneous non-left regimes. In order to
do comparisons between the three groups of coun-
tries, two straightforward indicators were chosen.
The first indicator is the frequency (i.e. the number
of countries of the total in each group) at which
inequality and poverty declined; the second indi-
cator is the rate with which poverty and inequal-
ity declined in countries from each group. This is
done in subsection ii.
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FIGURE 9. Poverty and extreme poverty and political orientation, by country in Latin America:
1990-2006
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SOURCE: Author’s elaboration based on SEDLAC (CEDLAS and the World Bank). For more information see: http://www.depeco.econo.

unlp.edu.ar/cedlas/sedlac/.

NOTES:

1. Poverty and extreme poverty are measured using national moderate and extreme poverty lines, respectively.

2. The dotted black line represents the first year that a leftist government took control in each country. Countries under social democratic left
governments are dark grey. Countries under populist left governments are light grey. The left has governed since 2003 in Argentina and
Brazil, since 2000 in Chile, since 2005 in Uruguay, and since 1999 in Venezuela.

. For the year 1990, data refers to 1991 for Argentina, El Salvador and Panama, and 1992 for Brazil, Honduras, Mexico, Uruguay and
Venezuela. For the year 1995, data refers to 1996 for Chile, Colombia and Mexico. For the year 2000, data refers to 1999 for Brazil,
Ecuador, Honduras and Paraguay. For the year 2003, data refers to 2001 for Nicaragua and to 2002 for Bolivia and Mexico. For the year
20006, data refers to 2005 for El Salvador and Nicaragua.

4. Data for Argentina and Uruguay are for urban areas only. Each country’s urban population represents more than 80 percent of the total
population. Data from 1990 in Paraguay corresponds to the metropolitan Area of Asuncién. In Argentina the household survey was
administered in October each year from 1980-2003. For Argentina, surveys from 1980-1991 covered only Gran Buenos Aires; surveys from
1992-1997 covered only 15 cities, and surveys from 1998-2003 covered 28 cities.

. Using the bootstrap method, the author tested whether differences between headcount ratios between a specified year and the year imme-

diately prior were statistically significant. Statistical significance was determined at a 95 percent level and with 100 replications. Results are

[N

V)

presented in Table A.5.




10

WOODROW WILSON CENTER UPDATE ON THE AMERICAS

FIGURE 10. Annual percentage change in the Gini coefficient, by type of government: 2003-2006
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SOURCE: Author’s elaboration based on SEDLAC (CEDLAS and the World Bank). For more information see http://www.depeco.econo.

unlp.edu.ar/cedlas/sedlac/.

NOTES:

1. Colombia was not included because there were not sufficient data available.

2. Data for Argentina and Uruguay are for urban areas only. Each country’s urban population represents more than 80 percent of the total
population.

3. The annual percentage change in the Gini coefficient for each country is equal to the difference between the Gini in 2006 (or closest avail-
able year) and the Gini in 2003 (or closest available year) divided by 3 (or the corresponding number of years). The changes by groups of
countries are calculated as the simple average of the annual percentage change for each country belonging to the corresponding group.

4. The percentage change in inequality refers to changes from 2003 to 2006, except in cases where data were not available for those years. For
El Salvador the change is calculated from 2003 to 2005; for Guatemala it is calculated from 2000 to 2006; for Mexico it is calculated from
2002 to 2006; for Nicaragua it is from 2001 to 2005, and for Uruguay it is from 2005 to 2006.

5. The period of 2003-2006 was selected because it included the most number of observations for poverty and inequality for the maximum
number of countries under leftist governments. However, the years that the leftist governments were in power in each country varies: the
new left has governed since 2003 in Argentina and Brazil, since 2000 in Chile, since 2005 in Uruguay, and since 1999 in Venezuela.

6. Using the bootstrap method, the author tested whether differences between Gini coefficients between a specified year and the year imme-

diately prior were statistically significant. Statistical significance was determined at a 95 percent level and with 100 replications. Results are

presented in Table A.5.

i. Comparing the present with the
past: leftist governments and their
predecessors'’

Populist Leftists: Argentina and Venezuela

Figures 4 and 5 show a clear reversal in the evolution
of inequality and poverty in Argentina from 2003
to 2006. Starting in 2003, after Néstor Kirchner
assumed the presidency, inequality and poverty
began to fall and continued to reverse their previ-
ous trend (orange bars). In contrast, poverty and
inequality had been trending upwards in the years
prior to his presidency (gray bars). Nevertheless,
during Kirchner’s administration inequality and
poverty remained at levels similar to those of the
mid-1990s, and both were much higher than mid-
1980s levels. In Venezuela, the trend is unclear.
Inequality as well as poverty and extreme poverty

rose in some years, but fell in others, and there are
some years in which inequality and poverty main-
tained similar levels to those of prior governments.
In fact, given that both Argentina and Venezuela
faced large declines in income per capita in 2002
(with similar spikes in poverty and inequality fol-
lowed by declines in later years), it would seem that
at least part of the trends in poverty and inequality
in both countries are explained by macroeconomic
factors. However, in Argentina the leftist govern-
ment took control after the crisis, whereas in the
case of Venezuela the crisis occurred while under a
leftist government’s control.

Social Democratic Leftists: Brazil,

Chile and Uruguay

According to Figures 6 and 7, in Brazil, since 2003
(when Ignacio “Lula” da Silva had assumed the
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presidency), inequality and poverty declined at
an accelerated pace; in prior years Brazil’s poverty
and inequality either had remained unchanged or
had declined slowly. In Chile, at the beginning
of the 1990s, inequality fell in comparison with
the levels recorded at the end of the military gov-
ernment (1987). However, inequality began to
increase in the second half of the 1990s. It was
not until 2000 (when Ricardo Lagos had assumed
the presidency) that Chile began to experience a
declining trend in inequality. From 2000 to 2003
poverty and extreme poverty declined at roughly
the same rate under both the leftist government
and the prior government. But, from 2003 to
2005 (the last year for which data are available)
Chile’s poverty seems to have declined at an accel-
erated rate. Finally, in Uruguay since 2005 (when
Tabaré Vézquez assumed the presidency) poverty
and extreme poverty reversed their rising trend,
but inequality rose. Inequality and poverty levels
under Tabaré Vizquez in 2006 match the levels
experienced under the government immediately
prior and are higher than in the early 1990s.

In sum, this sample shows that in three countries
governed by the left (Argentina, Brazil, and Chile)
there was a more pronounced trend toward fall-
ing rates of inequality and poverty than the trends
experienced under prior governments. However,
this was not the case in Venezuela. Uruguay showed
a more pronounced trend toward falling rates of
poverty, but inequality rose.

ii. Comparing the present with

the present: leftist governments

and governments of other political
orientation from 2003 to 2006.'°

In Figure 8 one can observe that four out of five
countries under leftist governments experienced
reductions in inequality while under governments
of other political orientations only seven out of
eleven did."” Poverty and extreme poverty fell in
all of the countries governed by the left, but pov-
erty and extreme poverty fell in all but two coun-
tries in the other group. (Figure 9) As most of the
countries had high growth rates since 2002, it is
not surprising that poverty and extreme poverty
has decreased in a widespread manner. The high
frequency of reductions in inequality is more
unexpected because there is not a widely accepted

pre-determined relationship between growth and
inequality.

Does inequality and poverty decrease at a faster
pace in countries governed by the left? Figures 10
and 11 show that the average reduction in inequal-
ity (measured by the Gini coefficient) and average
reductions in poverty and extreme poverty were
roughly between two and three times greater (or
even more in the case of extreme poverty) for those
countries governed by the left. Moreover, within
the group of countries governed by the left, the
reductions were even more pronounced for coun-
tries governed by the populist left.”

4. Controlling for Other Factors:
Preliminary Results of the
Econometric Analysis

Based on the descriptive statistics analysis, left-
ist governments seem to have greater success in
reducing poverty and inequality than govern-
ments of other political orientations. Populist left
governments in particular appear to have greater
success in reducing poverty and inequality than
the social democratic left regimes. However,
an analysis based on descriptive statistics does
not control for other factors that may also have
affected the rate of inequality and poverty reduc-
tion. For example, Argentina and Venezuela were
recovering from economic crises and benefited
from sharp increases in the price of oil and other
commodities during the 2002-2008 years. That
is to say, one cannot conclude that it was the ini-
tiatives and policies of leftist governments (par-
ticularly, populist left governments) that caused
a reduction in poverty and inequality unless one
can control for these other factors.

One way to control for the impact of factors
such as the rise in commodity prices and income
per capita is to use regression analysis. Commodity
prices and income per capita can be introduced
directly as control variables while “fixed effects” can
be used to estimate the impact of country-specific
but time-invariant factors affecting inequality such
as, for example, the initial distribution of land,
the quality of education, latitude, and the share of
indigenous population.

Preliminary results for a panel of 17 countries
with adequate data for the period 1988 to 2008
suggest political regimes do matter for inequality

"
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FIGURE 11. Annual percentage change in poverty and extreme poverty, by type of government:
2003-2006
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Subtotal New Left (w/o Uruguay)

SOURCE: Author’s elaborations based on SEDLAC (CEDLAS and the World Bank). For more information see http://www.depeco.econo.
unlp.edu.ar/cedlas/sedlac/.
NOTES:

1.
2.
3.

Poverty and extreme poverty are measured using national moderate and extreme poverty lines, respectively.
Colombia was not included because there were not sufficient data available.
Data for Argentina and Uruguay are for urban areas only. Each country’s urban population represents more than 80 percent of the total

population.

. The annual percentage change in the poverty (or extreme poverty) for each country is equal to the difference between the headcount ratio

in 2006 (or closest available year) and the headcount ratio in 2003 (or closest available year) divided by 3 (or the corresponding number of
years). The changes by groups of countries are calculated as the simple average of the annual percentage change for each country belonging
to the corresponding group. The change in each country is taken as the percentage change between the oldest available year and the most

recent year divided by the number of years. The changes by groups of countries are calculated as the simple average of the annual variations

of each country belonging to the group.

. The percentage change in poverty (or extreme poverty) refers to changes from 2003 to 20006, except in cases where data were not available

for those years. For El Salvador the change is calculated from 2003 to 2005; for Guatemala it is calculated from 2000 to 2006; for Mexico
it is calculated from 2002 to 2006; for Nicaragua it is from 2001 to 2005, and for Uruguay it is from 2005 to 2006.

. The period of 2003-2006 was selected because it included the most number of observations for poverty and inequality for the maximum

number of countries under leftist governments. However, the years that the leftist governments were in power in each country varies: the
new left has governed since 2003 in Argentina and Brazil, since 2000 in Chile, since 2005 in Uruguay, and since 1999 in Venezuela.
Using the bootstrap method, the author tested whether differences between Headcount ratios between a specified year and the year imme-
diately prior were statistically significant. Statistical significance was determined at a 95 percent level and with 100 replications. Results are

presented in Table A.5.
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outcomes.”’ Under both social democratic and
populist regimes, public spending tends to reduce
inequality, even though public spending for the
region as a whole does not. However, the results
for populist and social democratic regimes are dif-
ferent than with the descriptive statistics analysis.
Even controlling for the commodity price boom,
inequality and poverty fell faster in the social
democratic regimes (Brazil, Chile and Uruguay),
where public spending in particular reduced
inequality.”> However, the inequality-reducing
impact of public spending in the populist regimes
of Argentina, Bolivia, and Venezuela disappears
(the coeflicient becomes not statistically signifi-
cant) once one controls for unobserved effects
and the commodity price boom (2002-2008).
Historically, Argentina and Venezuela had lower
levels of inequality than other Latin American
countries, so a return to ‘normal” levels of
inequality also helps explain part of the sharp
post-2003 fall in inequality in both countries (as
measured by the Gini coefficient).

5. Conclusions

Both the descriptive and the econometric analy-
ses suggest that left regimes in Latin America have
fostered a faster decline in inequality and poverty.
This is true when compared to a) previous and b)
contemporaneous non-left governments. However,
when “fixed effects” are included, econometric
results suggest the jury is still out on whether the
populist left regimes in Argentina, Bolivia, and
Venezuela have been able to reduce inequality and
poverty faster than other countries experiencing
the same boom in commodity prices. The regres-
sion results suggest that Argentina and Venezuela
were able to use the commodity boom to reverse
inequality to their “normal” levels, but that they
did not do any better than other non-Left countries
which also benefited from the boom. Furthermore,
the fiscal stance in both these countries puts the
sustainability of their policies in doubt. Venezuela’s
fiscal revenues are highly sensitive to commodity
prices and Argentina’s have become increasingly
sensitive as a result of the greater reliance on export
taxes under left governments.*

In contrast, the evidence for social democrat-
ic regimes is stronger: even controlling for other
factors such as terms of trade and time-invariant
country-specific characteristics, social democratic
governments have reduced poverty and inequal-
ity faster than non-left governments. This is sig-
nificant because redistributive policies in social
democratic regimes have not been associated with
unsustainable fiscal policies.® In Chile, in fact,
exactly the opposite occured: the windfall of the
commodity boom was saved and could be used as
a stabilizer when commodity prices fell beginning
in mid-2008.

There are three caveats to these conclusions.
First, some redistributive measures may not show
up immediately as reduced income inequality.
These measures include access to education and
other of Venezuelas in-kind transfers (the mis-
iones). The sort of broader poverty and inequality
or capability measures that are sensitive to this sort
of redistribution are not captured by the income
inequality and poverty measures studied here
because, for one thing, the income measure does
not impute values to these in-kind transfers.”

Second, for the same reason that some redis-
tributive measures do not show up immediately,
the better performance of the social democrat-
ic regimes may be due in part to past policies
implemented under non-left regimes. There is
evidence that the recent decline in inequality in
Brazil and Chile is associated with an expansion
of basic education which started under previous
governments.”®

Third, these are all relatively new regimes: only
Chile and Venezuela’s governments have been in
office since before 2003. Though the reductions in
inequality and poverty are not likely to be reversed,
such a reversal would not be unprecedented in the
history of Latin America. Some authors argue that
some of the reduction in inequality will be erod-
ed by the current economic crisis, for example.”
Hence these results are suggestive but preliminary
as the full impact of new left governments is felt
in Bolivia, Nicaragua, Ecuador, El Salvador and
the sustainability of policies in Argentina and
Venezuela remains to be seen.

13



14

WOODROW WILSON CENTER UPDATE ON THE AMERICAS

Appendix

Measures of poverty and inequality: the hea-
dcount ratio and the Gini coefficient

In order to analyze the evolution of poverty, here
we use the most common measure: the incidence
of poverty.”® The incidence of poverty, also known
as the headcount ratio, is defined as the propor-
tion of the population that received an income
(or consumption) below the poverty line. In the
case of international comparisons, the World
Bank uses a poverty line equal to $1.25 a day in
2005 purchasing power prices (PPP). Countries
usually estimate their own poverty lines, and dis-
tinguish between extreme poverty and moder-
ate poverty. The national extreme poverty line is
generally defined as the income necessary to meet
basic nutritional requirements; any individual
with an income below this minimum level would
confront malnutrition and the complete depriva-
tion of other basic goods. The national moderate
poverty line is the minimum level of income nec-
essary to consume a basket of goods and services
that each country, according to their values and
norms, deems necessary to lead a “dignified life”.
Except in the case of international comparisons,
poverty estimates presented in this paper are based
on the national moderate poverty and extreme
poverty lines. These vary country by country.”’
Of the eighteen countries analyzed in this paper,
for example, national extreme poverty lines are
equal to around $2.00 PPP per day in 2005 prices
in eight countries; in the next eight countries,

extreme poverty lines are equal to a value between
$1.00 PPP and $2.00 PPP per day. In the remain-
ing two countries the line is around $1.00 PPP
per day, close to the poverty line used by the
World Bank for the international comparisons.

Countries’ concentration of income can be
measured by various indicators. The most com-
monly used indicator is the Gini coefhicient,
which is named in honor of its creator.’® Gini
coefhicient values fall between zero and one (or
zero and one hundred if it is presented as a per-
centage). If its value is closer to zero (one), then
the concentration of income is lower (higher).
Worldwide countries’ Gini coefficients usually
range between .65 and .20.

Poverty and inequality measures presented in this
paper are based on income per person per house-
hold.>! This concept generally covers labor income
(for both salaried and self-employed workers) and
other income (including interest, profits, rents and
dividends) as well as both public transfers (such as
pensions and cash benefits from social assistance
programs like Oportunidades of Mexico or Bolsa
Familia of Brazil) and private transfers (such as
remittances).’” This concept of income does not
include the imputed value of free or quasi-free pub-
lic services for example, from education, health, or
water and sanitation services. In this sense, by not
including the imputed value derived from free or
quasi-free public services, the data may overesti-
mate the incidence of poverty and underestimate
(or overestimate depending on the incidence of
social spending) the levels of inequality.
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TABLE A.1. Description of the content of surveys utilized in this paper

WE INDENTIFY DATA FROM: SURVEYS INCLUDE DATA FROM:

LABOR INCOME NON LABOR INCOME

YEAR SURVEY NAME ACRO-NYM COVERAGE
ARGENTINA 1980, 1986, Encuesta EPH Urban Yes No Yes No No Yes Yes Yes Yes Estimated
1988, 1991 Permanente de - Gran
Hogares Buenos
Aires
1992-1997 Encuesta EPH Urban Yes No Yes No No Yes Yes Yes Yes Estimated
Permanente de (15 cities)
Hogares
1998-2003 Encuesta EPH Urbana (28 Yes No Yes No No Yes Yes Yes Yes Estimated
Permanente de cities)
Hogares
2003- 2006 Encuesta EPH-C Urbana (28 Yes No Yes No No Yes Yes Yes Yes Estimated
Permanente cities)
de Hogares-
Continua
BOLIVIA 1993 Encuesta EIH Urban Yes No Yes No * No Yes Yes Yes Yes Estimated
Integrada de
Hogares
1997 Encuesta ENE National Yes No * Yes No * No Yes Yes Yes Yes Estimated
Nacional de
Empleo
1999- Encuesta ECH National Yes Yes Yes Yes No Yes Yes Yes Yes Estimated
2003/04, Continua de
2006 Hogares-MECOVI
BRAZIL 1992-1993, Pesquisa PNAD National Yes Yes Yes No * No Yes Yes Yes Yes Estimated

1995-1999, Nacional por
2001-2006 Amostra de
Domicilios

CHILE 1987, 1990, Encuesta de CASEN National Yes Yes Yes Yes No Yes Yes Yes Yes Yes
1992, 1994, Caracterizacion
1996,1998, Socioecondmica
2000, 2003, Nacional

2006
COLOMBIA 1996, 1999, Encuesta ENH-FT  National Yes Yes Yes No No Yes Yes Yes Yes Estimated
2000 Nacional de
Hogares - Fuerza
de Trabajo
2001, 2003, Encuesta ECH National  Yes Yes Yes No No Yes Yes Yes Yes Estimated
2004 Continua de
Hogares
COSTARICA 1990, 1992, Encuesta de EHPM National Yes No Yes No No Yes Yes Yes Yes No
1997,2000 Hogares de No
-2006 Propositos (2002-
Mialtiples 2006)
ECUADOR  1994,1995, Encuesta de ECV National Yes Yes Yes Yes No Yes Yes Yes Yes Estimated
1998, 1999 Condiciones de
Vida
2003-2006 Encuesta ENEMDU National Yes Yes Yes Yes Yes Yes Yes Yes Yes Estimated
de Empleo,
Desempleoy
Subempleo

SOURCE: Author’s elaboration based on SEDLAC (CEDLAS and the World Bank). For more information see http://www.depeco.econo.

unlp.edu.ar/cedlas/sedlac/.

NOTES:

1. “YES” means that sources of households” per capita income can be identified in the household surveys and included in the table; “NO”
means that they cannot be identified or included; and “NO*” means that they cannot be identified since a specific question does not exist,
but it is believed that they are included in a more general variable.

2. Although Uruguay’s survey became national in 2006, this paper uses data that corresponds only to urban areas (equal to or greater than
5,000 inhabitants) in order to make them comparable to the previous houschold surveys, and to estimate the Gini coefficients as well as

poverty and extreme poverty.
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TABLE A.1. (continued) Description of the content of surveys utilized in this paper

WE INDENTIFY DATA FROM: SURVEYS INCLUDE DATA FROM:

LABOR INCOME NON LABOR INCOME

YEAR SURVEY NAME COVERAGE

EL SALVADOR 1991, Encuesta de EHPM National Yes No Yes No Yes Yes Yes yes No Yes
1995-1996, Hogares de
1998-2006  Propositos

Multiples
GUATEMALA 2000 Encuesta Nacional ENCOVI National Yes Yes Yes Yes Yes Yes Yes Yes Yes Estimated
sobre Condiciones
de Vida
2002-2004, Encuesta Nacional ENEI National Yes Yes Yes No Yes Yes Yes Yes No * Estimated
2006 de Empleo e
Ingresos
HONDURAS  1992,1997, Encuesta EPHPM  National Yes Yes Yes No Yes Yes No Yes Yes Estimada

1999, 2001, Permanente

2003-2006  de Hogares
de Propositos
Multiples

MEXICO 1989,1992, Encuesta Nacional ENIGH  National Yes No * Yes No * No Yes Yes Yes Yes Estimada
1996,1998, de Ingresosy
2000,2002, Gastos de los
2004, 2005, Hogares
2006

NICARAGUA  1993,1998, Encuesta Nacional EMNV  National Yes Yes Yes Yes Yes Yes Yes Yes No * Si
2001,2005 de Hogares sobre
Medicion de Nivel

de Vida
PANAMA 1990, 1992, Encuesta de EHPM  National Yes No Yes No No Yes Yes Yes Yes No
1997,2000 Hogares de No
-2006 Propositos (2002-
Multiples 2006)
PARAGUAY 1990 Encuesta de EH Metropolitan Yes Yes Yes No No Yes Yes Yes No Estimated
Hogares (Mano de Area of
Obra) Asuncion
1995 National Yes Yes Yes No No Yes Yes Yes No Estimated
1997,2001 Encuesta EIH National Yes Yes Yes No No Yes Yes Yes No Estimated
Integrada de
Hogares
1999, 2002- Encuesta EPH National Yes Yes Yes No No Yes Yes Yes No Estimated
2006 Permanente de
Hogares
PERU 1997-2006  Encuesta Nacional ENAHO  National Yes Yes Yes No * Yes Yes Yes Yes Yes Yes
de Hogares
DOM. 2000-2006  Encuesta Nacional ENFT National Yes No Yes No No Yes Yes Yes Yes Estimated
REPUBLIC de Fuerza de
Trabajo
URUGUAY 1989, 1992, Encuesta Continua ECH Urban Yes Yes Yes No No Yes Yes Yes Yes Yes
1995-1998, de Hogares
2000-2005
2006 Encuesta Nacional ENHA National (1) Yes Yes Yes No No Yes Yes Yes Yes Yes
de Hogares
Ampliada
VENEZUELA  1989,1992  Encuesta de EHM National Yes No No No No No No No No Estimated
Hogares Por
Muestreo
1995, 1998-  Encuesta de EHM National Yes No Yes No No Yes Yes Yes Yes Estimated
2006 Hogares Por

Muestreo
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TABLE A.2. Description of the content of household’s income per capita and principal income sources

VARIABLE
UNIT OF ANALYSIS

Individuals and
Households

INCOMES

Income per capita of the
household

Labor income

Non labor income

DEFINITION

Individuals that live in the same household interviewed. A house-
hold is understood as the entirety of a group formed by a person or
people that share the same particular dwelling and consume some
collective goods and services-principally goods and services of the
dwelling- charged to the same budget. This excludes domestic ser-
vices, landlords and their families.

Sum of total labor and non labor income (monetary and non mon-
etary, including in the latter imputed rent).

Sum of monetary and non monetary income for all occupations.
Labor income includes income for salaried jobs, self-employed and
income from principal and secondary occupations.

Sum of total monetary and non monetary non-labor income
(including imputed income). Non labor income includes the fol-
lowing three sources: public transfers ( retirements and pensions),
private transfers (scholarships, private donations, and remittances)
and income from assets (capital gains, interest, rent, dividends and
profits). In some surveys it also includes autoconsumption (income
from self-made products).

SOURCE: Author’s elaboration based on SEDLAS (CEDLAS and the World Bank). For more information see http://www.depeco.econo.

unlp.edu.ar/cedlas/sedlac/

NOTE: Income concept utilized to estimate the Gini coefficient and the headcount ratios

11
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TABLE A.3. TABLE comparing the data from SEDLAC and CEPAL: Change in the Gini Coefficient,
poverty and extreme poverty from 2006-2003

ANNUAL PERCENTAGE CHANGE 2003-2006

POVERTY EXTREME POVERTY
CHANGE SEDLAC CEPAL CHANGE SEDLAC CEPAL CHANGE SEDLAC CEPAL
Argentina NO DECREASING UNAV. DECREASING - UNAV. DECREASING -
Bolivia UNAV. DECREASING = UNAV. DECREASING - UNAV. INCREASING =
Brazil NO DECREASING NO DECREASING NO DECREASING
Chile NO DECREASING NO DECREASING NO DECREASING
Colombia UNAV. - INCREASING UNAV. - DECREASING UNAV. - DECREASING
Costa Rica YES DECREASING | DECREASING YES INCREASING | DECREASING NO DECREASING
Ecuador YES DECREASING | INCREASING NO DECREASING NO DECREASING
El Salvador NO DECREASING NO DECREASING NO DECREASING
Guatemala UNAV. DECREASING - NO DECREASING NO DECREASING
Honduras UNAV. INCREASING = NO DECREASING NO DECREASING
Mexico NO DECREASING NO DECREASING NO DECREASING
Nicaragua UNAV. INCREASING | = YES INCREASING | DECREASING NO DECREASING
Panama NO DECREASING NO DECREASING NO DECREASING
Paraguay NO DECREASING NO DECREASING YES INCREASING | DECREASING
Peru UNAV. DECREASING | - NO DECREASING NO DECREASING
Dom.Republic NO INCREASING NO DECREASING YES DECREASING | INCREASING
Uruguay UNAV. INCREASING | - UNAV. DECREASING - UNAV. DECREASING -
Venezuela NO DECREASING NO DECREASING NO DECREASING

SOURCE: Author’s elaboration based on SEDLAC (CEDLAS and the World Bank) and BADEINSO (CEPAL). For more information

see the following web pages: http://www.depeco.econo.unlp.edu.ar/cedlas/sedlac/ and http://websie.eclac.cl/sisgen/Consultalntegrada.
asp?idAplicacion=1.

NOTE: “NO” means differences do not exist in the sign of change between both sources; “YES” means differences exist in the sign of change

between both sources; “UNAV.” means data is unavailable in one source or the other and a comparison cannot be made.
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POPULIST LEFT SOCIAL DEMOCRATIC LEFT

Argentina Venezuela Brazil Chile Uruguay
1980
1981 TABLE A.4. Test of Statistical Significance
1982 of Year-to-Year Change in Gini Coefficients
1983 (top) and headcount ratios (bottom) using the
:::: bootstrap method
1986 S
1987 SOURCE: Author’s elaboration based on SEDLAC (CEDLAS and
1988 S the World Bank). For more information see http://www.depeco.
1989 econo.unlp.edu.ar/cedlas/sedlac/.
1990 NS NOTES:
1991 NS 1. Using the bootstrap method, the author tested whether differ-
1992 NS S NS NS ences between Gini coefficients between a specified year and the
1993 NS S year immediately prior were statistically significant. Statistical
1994 NS NS significance was determined at a 95 percent level and with 100
1995 S S S NS replications.
1996 NS NS NS NS 2. The data shaded in grey correspond to the years for which
1997 NS NS NS data is available from surveys, and also means that the data is
1998 S NS NS NS S comparable.
1999 NS NS S 3. The letter “S” means the difference between the coefficients is
2000 S S NS NS significant, “NS” means that the difference is not significant
2001 S S NS NS and “NC” means that information about the calculation of
2002 NS S S S significance is not available for the years of analysis.
2003 NS S) S NS S
2004 S S) S S
2005 NS S) NS S
2006 S S) S S S
Argentina Venezuela Brazil Chile Uruguay
Poverty i’;‘;::: Poverty i’::;::: Poverty f:;t;::: Poverty Ep’::‘::z: Poverty ?;t;:::
1980
1981
1982
1983
1984
1985
1986 S S
1987
1988 S S
1989
1990 S S
1991 S S
1992 S NS S S S S S S
1993 S S S NS
1994 S NS S S
1995 S S S S NS S S NS
1996 S S NS S S S NS NS
1997 S NS NS NS NS S
1998 S S S S S S S NS NS S
1999 NS NS S S S S
2000 S S S S S NS NS S
2001 S S S S NS NS S NS
2002 S S S S S S S S
2003 S S S S S S S S S S
2004 S S S S S S S S
2005 S S S S S S S S
2006 S S S S S S S S S S
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TABLE A.5. Significance Test of Change in Gini Coefficient (top) and headcount ratios (bottom)
using the bootstrap method Years 1990, 1995, 2000, 2003, and 2006

EXTREME POVERTY POVERTY

1990-1995 1995-2000 2000-2003  2003-2006  1990-1995  1995-2000 2000-2003  2003-2006

Argentina S S S S S S S S
Bolivia NC NC S NS NC NC S S
Brazil S NS NS S S NS NS S
Chile S NS S S S
Colombia NC S S NC NC S NS NC
Costa Rica NC NC S NS NC NC S
Ecuador NC S S S NC S

glalvador S NS S S S S S NS
Guatemala NC NC NC NC NC NC NC NC
Honduras NC NC S S NC NC

Mexico S S S S S S

Nicaragua NC NC NC NS NC NC NC NS
Panama S NC NC S S NC NC S
Paraguay S S S S NS S S NS
Peru NC NC S S NC NC S S
gzru'blic NC NC S S NC NC S S
Uruguay NS NS S S S NS

Venezuela S S S S S S

SOURCE: Author’s elaboration based on SEDLAC (CEDLAS and the World Bank). For more information see http://www.depeco.econo.
unlp.edu.ar/cedlas/sedlac/.
NOTES:

1.

Using the bootstrap method, the author tested whether differences between Gini coefficients between a specified year and the year immedi-

ately prior were statistically significant. Statistical significance was determined at a 95 percent level and with 100 replications.

. The letter “S” means that the difference between the coefficients is significant, “NS” means that the difference is not significant and “NC”
means that information about the calculation of significance is not available under the period.

. For the year 1990, data refers to 1991 for Argentina, El Salvador, and Panama, and 1992 for Brazil, Honduras, Mexico, Uruguay, and
Venezuela. For the year 1995, data refers to 1996 for Chile, Colombia, and Mexico. For the year 2000, data refers to 1999 for Brazil,
Ecuador, Honduras, and Paraguay. For the year 2003, data refers to 2001 for Nicaragua and to 2002 for Bolivia and Mexico. For the year
2006, data refers to 2005 for El Salvador and Nicaragua.

. Data for Argentina and Uruguay are for urban areas only. Each country’s urban population represents more than 80% of the total popula-

tion.. Data from1990 in Paraguay corresponds to the metropolitan Area of Asuncién. In Argentina the household survey was administered

in October each year from 1980-2003. For Argentina, surveys from 1980-1991 covered only Gran Buenos Aires; surveys from 1992-1997

covered only 15 cities, and surveys from 1998-2003 covered 28 cities. Since 2004 the survey is given in a continuous form, this paper uses

only the second semester for the years 2004-2006 in order to make it comparable with previous years.
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TABLE A.6. Gini Coefficient for Latin American countries, by political orientation of government (in percent)

COUNTRIES WITH NEW LEFT GOVERNMENTS

Argentina a/ b/ Bolivia Brazil Chile Ecuador c/ Ni g Paraguay d/ Jruguay a/ Venezuela
1980 39.31
1981
1982
1983
1984
1985
1986 42.17
1987 56.09
1988 45.55
1989 42.36 42.50
1990 55.13 41.30
1991 46.52
1992 45.03 60.13 54.67 42.11 41.27
1993 44.43 52.90 59.88 56.33
1994 45.33 54.88 53.80
1995 48.13 59.21 56.79 58.38 42.25 46.62
1996 48.56 59.32 54.82 42.76
1997 48.35 57.99 59.34 56.40 42.78
1998 50.15 59.17 55.45 49.60 53.78 44.03 47.17
1999 49.09 57.64 58.61 58.76 55.45 46.99
2000 50.43 61.70 55.21 44.34 44.10
2001 52.21 58.47 58.79 50.22 56.92 44.99 46.39
2002 53.26 60.05 58.30 . 57.18 45.44 47.52
2003 52.79 57.60 54.56 56.50 ... 58.13 44.86 46.21
2004 50.37 56.63 62.83 55.21 46.16 45.41
2005 50.43 58.26 56.40 53.50 52.26 53.90 44.96 47.63
2006 48.29 56.09 55.90 51.80 52.90 54.90 45.99 43.50
Colombia e/ Costa Rica El Salvador Guatemala f/ Honduras g/ Mexico Panama Peru Dom.Republic ¢/
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989 52.64
1990 44.15
1991 52.66 55.52
1992 50.00 44.70 53.61 54.62
1993
1994
1995 49.88 55.13
1996 55.39 50.97 54.24
1997 44.97 52.63 56.65 53.72
1998 53.45 53.58 55.38 55.51
1999 56.78 51.17 51.10 55.70
2000 57.20 45.86 51.90 54.54 52.91 49.58 50.49
2001 56.67 50.01 52.52 56.73 56.47 52.90 49.39
2002 49.93 52.34 58.22 50.96 56.45 54.56 49.03
2003 54.47 49.09 49.84 ... 54.24 ... 56.09 52.00 50.94
2004 ", 48.36 48.39 53.23 54.46 50.80 54.82 47.52 50.68
2005 47.32 49.70 56.61 51.05 53.77 47.69 49.78
2006 49.23 53.60 55.28 49.90 54.88 48.95 51.86
SOURCE: Author’s elaboration based on SEDLAC (CEDLAS and the World Bank). to make it comparable with previous years.

=S

For more information see http://www.depeco.econo.unlp.edu.ar/cedlas/sedlac/. . ¢/ Since 2000 changes in data collection methods or coverage of surveys compli-

NOTES: cates comparison with previous years.

W

1. The Gini coefficients are estimated on the basis of households’” income per capita . d/ Data corresponds to the Metropolitan Area of Asuncién.

2. a/ Data correspond to urban areas 6. e/ Since 2001 changes in data collection methods or coverage of surveys compli-
3. b/ In Argentina the household survey was administered in October each year cates comparison with previous years.
from 1980-2003. For Argentina, surveys from 1980-1991 covered only Gran 7. 1 Since 2002 change in data collection methods or coverage of surveys compli-

Buenos Aires; surveys from 1992-1997 covered only 15 cities, and surveys from cates comparison with previous years.

o)

1998-2003 covered 28 cities. Since 2004 the survey is given in a continuous . g/ Data from 1992 does not include non-labor income as opposed to the follow-

form, this paper uses only the second semester for the years 2004-2006 in order ing years.
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TABLE A.7. Extreme poverty (headcount ratios) for Latin American countries, by political orientation of government (in %)

COUNTRIES WITH NEW LEFT GOVERNMENTS

Argentina a/ b/ Bolivia Brazil Chile Ecuador ¢/ Nicaragua Paraguay d/ Uruguay a/ Venezuela
1980 1.63
1981
1982
1983
1984
1985
1986 2.51
1987 17.44
1988 1.10
1989 2.54 22.50
1990 12.90 11.49
1991 3.02
1992 3.75 19.30 9.02 1.86 14.90
1993 4.32 31.45 19.39 18.60
1994 3.84 1.70 3.42
1995 6.86 14.31 13.67 21.06 1.74 28.51
1996 8.22 14.96 5.75 1.90
1997 1.24 43.23 14.83 17.10 1.51
1998 8.42 13.61 5.66 46.50 17.34 1.81 21.42
1999 8.31 37.31 14.29 20.12 15.51 20.41
2000 9.55 39.85 5.69 1.47 16.31
2001 13.74 37.04 14.56 15.42 15.37 1.33 17.30
2002 27.62 36.55 13.37 21.73 1.93 25.93
2003 20.87 14.20 4.81 26.65 20.06 271 31.67
2004 14.69 12.58 22.70 17.09 3.99 25.04
2005 12.18 36.69 10.11 21.83 14.78 15.46 3.50 21.90
2006 8.61 37.58 9.38 3.40 16.93 20.91 1.86 13.45
Colombia e/ Costa Rica El Salvador Guatemala f/ Honduras g/ Mexico Panama Peru Dom.Republic c/
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990 9.86
1991 32.07 25.62
1992 10.34 63.89 22.44
1993
1994
1995 20.81 20.29
1996 16.75 25.73 36.88
1997 6.69 50.03 19.03 18.07
1998 22.49 33.86 18.74 17.13
1999 18.98 20.97 56.82 17.74
2000 21.86 1.12 20.37 15.69 24.13 14.87 8.99
2001 20.13 6.77 19.21 60.17 20.66 24.23 8.24
2002 6.87 19.24 19.97 16.87 23.79 10.02
2003 18.28 6.49 17.76 49.76 16.33 20.87 11.83
2004 6.59 14.53 41.52 17.39 15.10 17.16 14.78
2005 6.07 16.01 46.03 18.24 14.33 17.42 10.05
2006 5.95 15.22 35.77 13.76 15.00 16.24 8.82
SOURCE: author’s own elaboration based on SEDLAC (CEDLAS and the World rable with previous years.
Bank). For more information see: http://www.depeco.econo.unlp.edu.ar/cedlas/sedlac/. 4. ¢/ Since 2000 changes in data collection methods or coverage of surveys complicates
NOTES: comparison with previous years.
1. Estimates based on each country’s extreme poverty line. 5. d/ Data corresponds to the Metropolitan Area of Asuncién.
2. a/ Data correspond to urban areas. 6. ¢/ Since 2001 changes in data collection methods or coverage of surveys complicates
3. b/ In Argentina the household survey was administered in October each year from comparison with previous years.
1980-2003. For Argentina, surveys from 1980-1991 covered only Gran Buenos 7./ Since 2002 change in data collection methods or coverage of surveys complicates
Aires; surveys from 1992-1997 covered only 15 cities, and surveys from 1998-2003 comparison with previous years.

=]

covered 28 cities. Since 2004 the survey is given in a continuous form, this paper . g/ Data from 1992 does not include non-labor income as opposed to the following

uses only the second semester for the years 2004-2006 in order to make it compa- years.



POVERTY, INEQUALITY AND THE NEW LEFT IN LATIN AMERICA

TABLE A.8. Poverty (headcount ratios) for Latin American countries, by political orientation of government (in %)

COUNTRIES WITH NEW LEFT GOVERNMENTS

Argentina a/ b/ Bolivia Brazil Chile Ecuador ¢/ Nicaragua Paraguay d/ Uruguay a/ Venezuela
1980 9.10
1981
1982
1983
1984
1985
1986 13.82
1987 45.13
1988 31.80
1989 26.32 56.56
1990 38.61 39.79
1991 21.36
1992 19.73 41.03 32.84 20.13 45.03
1993 18.33 60.77 41.52 50.53
1994 20.15 27.99 11.99
1995 26.64 33.59 39.21 39.63 17.77 62.46
1996 29.43 33.52 23.23 17.63
1997 27.74 65.10 33.88 32.25 17.54
1998 30.08 32.25 21.69 76.11 47.85 17.30 52.30
1999 30.51 62.64 33.88 52.18 33.73 50.70
2000 32.61 65.96 20.63 17.77 43.18
2001 38.43 64.01 33.55 45.81 33.82 18.80 46.38
2002 57.48 64.27 32.87 46.37 23.64 56.97
2003 48.14 33.61 18.97 49.90 41.37 30.85 64.31
2004 39.87 32.00 44.36 39.16 32.10 57.50
2005 33.97 59.63 21.72 42.75 46.02 38.21 29.39 50.69
2006 26.73 59.76 26.01 14.12 37.65 40.27 27.17 40.03
Colombia e/ Costa Rica El Salvad Gi laf/ Hond g/ Mexico Panama Peru Dom.Republic ¢/
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990 30.66
1991 65.70 45.16
1992 33.15 79.88 53.86
1993
1994
1995 53.75 37.81
1996 56.62 57.67 68.77
1997 23.86 72.29 37.14 42.58
1998 50.38 64.00 37.09 42.03
1999 59.94 47.28 15.87 46.47
2000 64.15 23.96 45.17 56.19 53.61 48.55 21.70
2001 64.62 22.87 4414 77.53 39.82 54.66 27.69
2002 23.51 43.00 49.98 36.67 54.00 28.04
2003 64.19 21.35 42.93 71.36 35.59 52.58 35.25
2004 23.89 39.98 63.16 47.21 34.75 48.65 41.67
2005 23.81 42.21 67.15 47.04 33.92 48.68 33.89
2006 22.78 51.02 58.60 42.62 33.13 44.66 31.03
SOURCE: Author’s elaboration based on SEDLAC (CEDLAS and the World Bank). comparable with previous years.
For more information see: http://www.depeco.econo.unlp.edu.ar/cedlas/sedlac/. 4. ¢/ Since 2000 changes in data collection methods or coverage of surveys compli-
NOTES: cates comparison with previous years.
1. Estimates based on each country’s poverty lines. 5. d/ Data corresponds to the Metropolitan Area of Asuncién.
2. a/ Data corresponds to urban areas. 6. e/ Since 2001 changes in data collection methods or coverage of surveys compli-
3. b/ In Argentina the houschold survey was administered in October each year from cates comparison with previous years.
1980-2003. For Argentina, surveys from 1980-1991 covered only Gran Buenos 7. f1 Since 2002 change in data collection methods or coverage of surveys complicates
Aires; surveys from 1992-1997 covered only 15 cities, and surveys from 1998- comparison with previous years.
2003 covered 28 cities. Since 2004 the survey is given in a continuous form, this 8. g/ Data from 1992 does not include non labor income as opposed to the following

paper uses only the second semester for the years 2004-2006 in order to make it years.
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Notes

N

The author is Samuel Z. Stone Professor of Latin
American Economics at Tulane University and
non-resident Fellow at the Center for Global
Development, Washington, D.C. A preliminary
version of this paper was presented at the meeting
“Poverty, Inequality, and the ‘New Left’ in

Latin America,” Woodrow Wilson International
Center for Scholars and FLACSO, Santiago,
Chile, December 4-5, 2008. I am very grateful
to Cindy Arnson and other participants as well as
to Santiago Levy, Darryl McLeod and Carolina
Sénchez-Piramo for their valuable comments.
All the usual disclaimers apply. I am also very
grateful to Fedora Carbajal for her excellent
research assistance and to Amanda Lintelman and
Mariellen Malloy Jewers for translating the paper
into English and editorial recommendations. Part
of the analysis used in this work comes from the
results of the project “Markets, the state and the
dynamics of inequality” sponsored by the United
Nations Development Program. A synthesis
of the preliminary findings was published in
Cuaderno No. 7 of the Consejo Mexicano de
Asuntos Internacionales in April 2009.

The year from which the country was
governed by a party or president of the left
appears in parenthesis. At the beginning
of 2009, in Venezuela, the left had been
governing for more than a decade while in
Ecuador, Nicaragua and Paraguay, the left had
only been governing between one to two years.

See, Arnson and Perales (2007).

In this paper we will use Left, left, leftist and
new Left interchangeably.

See, Arnson and Perales (2007). Their report
does not classify the governments of Paraguay
and El Salvador with respect to whether they
are populist or social democratic Left because
the study was written before elections took
place in those countries.

“...Like European social democracy, these
parties embrace liberal democracy and
multi-class alliances, and they seek to redress
inequalities through social programs rather
than large-scale property redistribution.”
(Roberts, 2007, p. 5).

Lépez-Calva and Lustig, forthcoming.

8.

10.
11.

12.

13.

14.

For Brazil data from 1999 was used instead of
data from 2000 because there are no PNAD
household surveys for 2000.

See Figure 9. Data for Argentina and Uruguay
are for urban areas only. Each country’s urban
population represents more than 80 percent of
the total population.

See Figure 8.

The econometric analysis also uses other
measures of poverty such as the poverty gap.
The Gini is named after the person who
proposed it. In general, Gini coefficients for
countries” distribution of income do not exceed
.65 or fall below .20. See the appendix for
more details.

SEDLAC (Socio-Economic Database for
Latin America and the Caribbean (CEDLAS
and the World Bank) http://www.depeco.
econo.unlp.edu.ar/cedlas/sedlac/). The data
from SEDLAC was chosen because it has more
recent information for some of the relevant
countries and because it makes no adjustments
for misreporting (thereby avoiding the usual
controversies when such methods are used).

In addition, the SEDLAC database allowed
the author to work directly with the surveys,
in the cases when it was necessary. Table A.1
describes the general characteristics of the
household surveys. Table A.2 provides the
definitions of income. Data from CEPAL and
SEDLAC were considered and compared in
preparing this paper. Table A.3 compares the
differences between SEDLAC’s and CEPALs
estimates of the changes in Gini from 2003 to
2006 by country. There are certain differences
in the values and directions of change between
the information from SEDLAC and the
CEPAL database but this does not affect the
results presented in this paper. Tables A.4 and
A.5 present detailed results of the statistical
significance tests performed on the changes
in Gini coeflicients as well as poverty and
extreme poverty headcount ratios for Argentina,
Venezuela, Brazil, Chile and Uruguay. Tables
A.6, A.7 and A.8 present the Gini coefficients
and headcount ratios for poverty and extreme
poverty by country.

The seventeen countries are: Argentina,
Bolivia, Brazil, Chile, Costa Rica, the



15.

16.
17.

18.

19.

20.

21.
22.

23.
24.
25.
20.

27.
28.

29.
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Dominican Republic, Guatemala, Ecuador,

El Salvador, Honduras, Mexico, Nicaragua,
Panama, Paraguay, Peru, Uruguay and
Venezuela. Although there are data for
Colombia points, the lack of comparability
among surveys is extreme so the country was
dropped from this analysis. Econometric
results are not sensitive to including or
excluding Colombia from the sample.

In the regression analysis Bolivia was included
among the Left. The econometric estimates,
however, do not change if Bolivia is excluded
or included among Left countries.

Lustig and McLeod (2009).

The reader is reminded that the poverty
and inequality indicators do not include
the imputed value of free or guasi-free
social services in education, health, or other
governmental services.

This period was selected because it included
the most number of observations for poverty
and inequality for countries under leftist
governments. At present, 2006 is the most
recent year for which sufficient information is
available to complete this analysis.

Although Figure 8 shows 14 countries not
governed by the left, the number 11in the text
refers to those countries for which information
is available from 2003-2006.

The change in Gini coeflicients and poverty
for the leftist governments proved to be
statistically significant for the 2003-06 period.
For more details, see the Table A.5 in the
Appendix.

Lustig and McLeod (2009).

These results are broadly consistent with
Huber et al.’s findings (Huber et al., 2009).

IMF (2009).

IMF (2009).

The income concept and what it includes is
described in the Appendix.

See Barros et al. (forthcoming) and Eberhard
and Engel (forthcoming).

Cornia and Martorano (2009).

Other commonly used indicators are the
poverty gap and the poverty severity index.

For example, the international line of extreme
poverty used by the World Bank is equal to
$1.25 per day in 2005 prices (commonly

30.

31.

32.

known as the line of “one dollar per day”) but
the United States’ extreme poverty line is equal
to $13 per day. The line of extreme poverty of
$1.25 is measured in purchasing power parity.
This is to say that adjustments are made for
the differences that exist between prices of

the same goods or services across countries.

A moderate poverty line is not used in the
United States. People with income less than
$13 per day are eligible for assistance programs
(depending on other parameters such as the
number of dependents, age, etc.).

Examples of other indicators are the Theil

index, the variance of logarithms and the 25
coefficient of variation.

No adjustments are made on the basis of age
or gender. More precise estimations convert
the household size to units of adult equivalents
adjusting the income requirements for
children according to their age and for women
under the premise that basic necessities (and
associated costs) of women and children are
different than those of adult men.

The sources of information used to estimate
the poverty and inequality are called Household
Surveys or income-expenditure surveys which
are administered at different frequency in each
country. These surveys cover thousands of
households and capture a significant amount
of information about those households. In
general, surveys have national coverage, but
surveys in Argentina and Uruguay cover urban
areas only. Each country’s urban population
represents more than 80 percent of the total
population. In 2006 Uruguay’s survey had
national coverage, but this paper uses data

for the urban population only so that it is
comparable with data from prior years. The
analysis of the evolution of indicators over time
and across different countries is complicated
by the fact that the surveys are not necessarily
comparable over years in the same country or
across countries for the same year. See Table
A.1 for details.
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