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Les classes vulnérables en Amérique Latine: instabilité, attentes redistributives, et sécurisation

Résumé: Malgré la baisse globale de la pauvreté et de I'expansion de la classe moyenne de revenu dans les
pays en développement, une large partie de la population mondiale reste économiquement vulnérable, que
cela provienne d'un emploi précaire, de revenus instables, ou d’'un manque d’accés a des mécanismes de pro-
tection sociale. Cette these examine les classes économiquement vulnérables en Amérique latine, région em-
blématique de ces évolutions. Le premier chapitre s’intéresse a la classe moyenne Argentine sous la perspec-
tive des crises récentes ayant impacté le pays. Lanalyse révéle que la classe moyenne est large mais fragmen-
tée en termes d'emploi et d’éducation. Une partie substantielle de ses membres reste économiquement vul-
nérable, impactée par les crises successives. Ses membres critiquent principalement I'absence de soutien de
I'Etat, la faible qualité des services publics, et I'injustice des politiques de redistribution. Partant de ce con-
stat, le deuxieme chapitre explore plus spécifiquement le role que joue I'ancrage territorial dans les deman-
des redistributives des citoyens en Amérique latine, ot de fortes inégalités socio-économiques persistent. Les
résultats montrent un clivage entre les citoyens des grands centres urbains et des zones périphériques, ces
derniers réclamant plus de redistribution. Ce chapitre montre I'importance de considérer les disparités territo-
riales dans la formation des demandes redistributives, au dela des caractéristiques individuelles. Le troisieme
chapitre évalue l'efficacité d’'un programme de transferts conditionnels de fonds a sécuriser les citoyens les
plus vulnérables en Argentine. Les résultats révelent I'efficacité globale du dispositif pour réduire I'instabilité
des revenus et éviter les retours dans la pauvreté. Dans 'ensemble, cette théese souligne la forte vulnérabilité
économique d’une partimportante de la population latino-américaine, et montre la nécessité de développer
et renforcer les mécanismes de protection sociale pour non seulement sécuriser les plus vulnérables, mais
répondre a la défiance des citoyens envers la politique et les institutions, exacerbée par les fractures spatiales.
Mots-clés : Vulnérabilité, instabilité, redistribution, inégalités, Amérique latine, Argentine

Thevulnerable classes in Latin America: instability, redistributive expectations, and securization

Abstract: Despite the global decline in poverty and the expansion of the middle-income class in developing
countries, a large proportion of the world’s population remains economically vulnerable, whether due to pre-
carious employment, unstable incomes, or lack of access to social protection mechanisms. This thesis exam-
ines the economically vulnerable classes in Latin America, a region that is emblematic of these trends. The
first chapter looks at the Argentine middle class from the perspective of the recent crises that have impacted
the country. The analysis reveals that the middle class is large but fragmented in terms of employment and
education. A substantial proportion of its members remain economically vulnerable, impacted by successive
crises. Its members are mainly critical of the lack of state support, the poor quality of public services, and the
unfairness of redistribution policies. Building on this observation, the second chapter explores more specifi-
cally the role played by territorial anchorage in the redistributive demands of citizens in Latin America, where
strong socio-economic inequalities persist. The results show a divide between citizens in major urban centers
and those in peripheral areas, with the latter demanding greater redistribution. This chapter shows the im-
portance of considering territorial disparities in the formation of redistributive demands beyond individual
characteristics. The third chapter assesses the effectiveness of a conditional cash transfer program in securing
the most vulnerable citizens in Argentina. The results reveal the overall effectiveness of the scheme in reduc-
ing income instability and preventing a return to poverty. Overall, this thesis highlights the high economic
vulnerability of a significant proportion of the Latin American population, and shows the need to develop and
strengthen social protection mechanisms not only to secure the most vulnerable, but also to respond to citi-
zens’ distrust of politics and institutions, exacerbated by spatial fractures.

Keywords: Vulnerability, instability, redistribution, inequalities, Latin America, Argentina
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Ne pas railler, ne pas déplorer, ne pas maudire, mais comprendre.

- Baruch Spinoza, Traité politique (1677).
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GENERAL INTRODUCTION

The global decline in poverty and extreme poverty over the past few decades has raised the interest
of international organizations and academics in the emergence of “new middle classes” and a “global
middle class” (Kharas 2010; Birdsall 2010; Cardenas et al. 2015). The U.S. National Intelligence Coun-
cil (2012) even identified the rise of a global middle class as one of its top megatrends for 2030. This
phenomenon is expected to have strong economicand political repercussions, stemming on the one
hand from increased purchasing power and the ability to save (Kharas 2010; Birdsall 2015), and on
the other from greater democratic and institutional stability (Acemoglu and Robinson 2005; Wie-

mann 2015).

Despite these optimistic projections, these trends and increases in living standards in recent years
have been mainly confined to specific sub-regions, such as China, Eastern Europe and South Amer-
ica (Kochhar 2020). The latest World Bank report (2024) points out that only a small proportion of
middle-income countries have climbed out of their situation and reached high-income status since
the 1990s, evoking a middle-income trap. Similarly, the eradication of poverty by 2030, set as Target
1 of the United Nations’ Sustainable Development Goals (SDG), remains far from being achieved.
Poverty reduction has been declining since 2015, and the recent events of the COVID-19 pandemic,
ongoing armed conflicts around the world, and soaring inflation strongly impacted SDG progress
with uneven recovery across countries (Sachs et al. 2024). Moreover, in both developing and devel-
oped countries, experiences or perceptions of downgrading of a part of the population, particularly
in the “places that don't matter”, have led to a resurgence of populism, fuelled by citizens’ discontent
(Rodriguez-Pose 2018). Fearful of social decline, the middle classes might also favor populist or even
authoritarian regimes (Suter et al. 2020), contrary to the predictions of modernization theory in po-

litical economy (Lipset 1959; Moore 1965).



A large proportion of the world’s population remains economically insecure, with a high probability
of falling back into poverty (Birdsall et al. 2014; Kochhar 2020). Several expressions refer to these in-
dividualsinliterature, such as the ”new poor”, the "strugglers”, or the "floating class” (Kapsos and Bourm-
poula 2013; Birdsall etal. 2014; Wietzke and Sumner 2018). Although there is no consensus on either
measurementor definition (as for the middle class), all these previous terms denote their vulnerabil-
ity and sensitivity to macroeconomic changes and the occurrence of shocks affecting their standard

of living.

Rooted in this literature, this present doctoral dissertation in applied microeconomics aims to shed
light on these vulnerable classes. The use of the word “vulnerable” is deliberately broad, covering
non-poorindividuals with various trajectories of economic mobility (i.e. recently lifted out of poverty,
or considered at the edge of the middle-income stratum), with heterogeneous socio-economic char-
acteristics, and anchored in different geographical contexts. On the other hand, these vulnerable
classes share a common economic instability, stemming from precarious employment, unstable in-
comesandalackofsocial protection, making them sensitive to macroeconomicinstability and shocks.
Particularly, this dissertation focuses on the economic dimension of vulnerability, which is a major
concern in our contemporary societies given social movements and political conflicts in both devel-
oped and developing countries. This choice in no way implies the superiority of this approach over
the other dimensions of vulnerability (social, environmental), which are, in fact, highly intercon-
nected. Lastly, this doctoral dissertation takes Latin America (LA) as its field of study, with a strong
specialization on Argentina. A growing middle class, alongside persistent territorial disparities and
widespread dissatisfactionamongthe population, make thisregion a relevantterrain for the study of
economic vulnerability, and Argentina a striking illustration of a “middle-class nation” experiencing

severe long-term impoverishment.

Beyond presenting the overall context of this thesis, this general introduction aims to show how the
population of LA is facing increased economic vulnerability, and why it is crucial to address this is-
sue through relevant policies. To this end, the following section traces the region’s major recent
macroeconomic developments from the latter part of the 20th century, through the unprecedented
economic expansion cycle of the 2000s, to the return to a more troubled era from mid-2010. It con-

cludeswith anoteoncitizens’ perceptions and attitudes about political shifts. Finally, the last section



outlines the contours of this dissertation, summarizing each of its three chapters.

Vulnerability in Latin America

Aregion plagued by macroeconomic instability

The LA region has undergone significant political and economic changes over the last four decades.
From the 1980s onwards, authoritarian regimes gradually fell until the 1990s, when almost all coun-
tries had elected regimes (with the exception of Cuba), contributing to the “Third Wave” of democ-
ratization also spreading to Southern and Eastern Europe, as well as Southeast Asia (Huntington
1991). These democratically-elected regimes persisted in the region, despite wavering macroeco-
nomic performance until the end of the century. While the 1970s marked a cycle of strong economic
expansion resulting in a decline in poverty and inequality (Londofio and Székely 2000), the 1980s
left a lasting mark on the region’s countries through severe macroeconomic instability. The increase
of interest rates in the US to control inflation and a fall in commodity prices severely impacted LA
economies, which had been heavily indebted since the 1970s (Ocampo and Ros 2012). This event
led to an explosion in countries’ debt burdens, as well as several sovereign debt defaults, starting
with Mexico in 1982. The structural adjustment plans imposed by international institutions for ex-
iting the debt crisis from the mid-1980s onwards marked a drastic change in development models,
abandoning import-substitution industrialization, privatizing key sectors, and making major bud-
get cuts (Chiodi and Roman 2024). In this period — often referred to as the “lost decade” — levels of in-
equality and poverty rose sharply in almost every country in the region, particularly Chile, Argentina,
Uruguay, Peru, and Venezuela (Altimir 2008; Lopez-Calva and Lustig 2010). Despite renewed eco-
nomic growth and controlled inflation in the 1990s, ongoing structural reforms failed to reduce in-
equality and poverty rates, which remained well above their pre-1980 levels until the beginning of

the next century (Londofio and Székely 2000; Ocampo and Ros 2012).

The specific case of Argentina is indicative of the region’s declining economic trajectory. From the
end of the 19th to the middle of the 20th century, Argentina experienced a fairly prosperous period,
with GDP per capita surpassing even that of European countries such as France, Germany or Spain

(Glaeser et al. 2018). A strong welfare state with broad redistribution policies and reinforced labor



rights, ensured the development of a middle class —and in particular a working middle class — until
the end of the 1960s, notably with the Péron administration (Alvaredo et al. 2018)." Nevertheless,
the country’s economic trajectory began to falter in the mid-1950s until the early 2000s, alternating
short cycles of expansion and contraction, high inflation and political instability (with the 1976 coup
d’état). Income inequality rose sharply in the latter part of the 20th century, with the Gini indica-
tor rising from around 0.35 in 1974 to over 0.55 in the early 2000s, and poverty climbed, particularly
following the two episodes of hyperinflation in 1989 and 1990, and the convertibility crisis in 2001-
2002 (Alvaredo et al. 2018).%2 A strong sense of impoverishment emerged in Argentine society in the
1980s and 1990s, in particularamong the middle class increasingly affected by repeated experiences
of downgrading and loss of income. Throughout this period, the “new poor” developed not only in
Argentina, but more globally in LA, sharing a hybrid status combining middle-class educational or
cultural characteristics, with characteristics closer to the structural poor in terms of employment or

income (Kessler and Di Virgilio 2010).

The economic boom of the 2000s

In stark contrast to the previous period, an unprecedented economic, social and political turnaround
took place in the region from the 2000s to 2012-2013, often referred to as the “Golden Decade” (King-
stone 2018; Chiodi and Roman 2024). The boom in commodity prices (in food, energy, minerals
and metals) on the global market, especially driven by China’s booming economy, enabled many LA
countries relying on extractive activities to generate sustained economic growth (Ferreiraetal. 2013).
During this period, so-called “progressive” governments came to power in several countries in the
region (such as Venezuela, Brazil, Argentina, Ecuador or Bolivia), implementing ambitious redistri-
bution policies, notably through non-contributory social assistance programs. The combination of
high growth rates and redistributive public policies has led to a significant reduction in poverty rates

inthe region. Based on data available from the World Bank’s Poverty and Inequality Platform for the

1. Although income concentration fell sharply during this period, with policies targeting the highest incomes, the
level of inequality remained well above that of equivalent rich countries. Similarly, Argentina’s education and industrial
development level was much lower than that of Western countries (Glaeser et al. 2018).

2. Followingthe financial crises 0f 1997 in South-East Asia, 1998 in Russia and 1999 in Brazil, Argentina experienced an
economicrecession and a major banking crisis. This well-documented episode resulted ina17% reduction in Argentina’s
GDP per capita between 2000 and 2002, and a rise in the poverty rate from 38% in October 2001 to 53% in May 2002
(L6pez-Calva and Lustig 2010).



Latin America and the Caribbean region, the share of the population living below the $6.85 poverty

line (in PPP 2017) fell from around 53% to 33% between 2000 and 2013.3

Figure 1 below illustrates the average annual change in poverty rates in LA over this period (or for
availableyears). The pace of poverty reduction was relatively sustained over the decade, particularly
in Ecuador, Argentina, Bolivia and Chile. In Central America, the decline in poverty was less marked
(except in Nicaragua), and barely perceptible in the Dominican Republic and Guatemala. Poverty
has fallen drastically in the countries of the Southern Cone, reaching the lowest levels in the region in
2013, with 6.3% in Uruguay, 9.5% in Argentinaand12.5% in Chile. Despite significantimprovements
in Ecuador, Brazil, Peru and Mexico, around 30% of the population still lived in poverty at the end of

this period.

Incomeinequality also fell significantly over the 2000s. Figure 2 shows the absolute changeinthein-
come Gini indicator over the same period for 18 countries, and its level for the final year. Overall, the
income Gini indicator fell by an average of 6.1 points over the period. Despite this trend, inequality
levels remained extremely high in 2013, as in Brazil and Colombia, where the Gini exceeds 0.5. Bo-
livia, Argentina and Ecuador were the most successful in lowering their inequality levels, while Mex-
ico and Venezuela achieved smaller reductions (Costa Rica even saw a slight increase). According
to studies carried out in the region, there are several reasons for this reduction in income inequality
(Gaspariniand Lustig 2011; Lustigetal. 2011). Among these, the greater demand for low-skilled work-
ers and the expansion of wages for low-earning workers (notably through several increases in the
minimum wage, as in Brazil) have contributed to its reduction. In addition, wider access to primary
education in the region has also led to greater equalization of educational levels, reducing skill pre-
mium. Lastly, increased public spending on health, education and pension schemes, and the intro-
duction of a large number of cash and in-kind transfer programs, have led to a reduction in extreme
poverty, and consequently in glaring inequalities. Government investment in health and education,
initiated in the 1990s, has been intensified and extended to the poorest in the 2000s, also resulting
inasharp drop in infant mortality and a general increase in life expectancy (Wagstaff et al. 2015), as

well as almost universal access to primary education (Cruces et al. 2014).

3. The $6.85 (PPP 2017) World Bank’s poverty line is adapted to countries classified as upper-middle-income coun-
tries according to their GNI per capita, which includes the majority of countries in the region at the end of the period
(except Bolivia, Paraguay, Nicaragua, Honduras and Guatemala).
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Figure 1: Poverty ratios and annual change in poverty rates in Latin America (2000-2013)

Source: Author’s elaboration based on the World Bank Poverty and Inequality Platform database (2024).

Note: The indicator corresponds to the average annual change in poverty rates (in percentage points) for the period circa
2000-2013. The poverty line is set at $6.85 per day (2017 PPP), which corresponds to the poverty line for upper-middle-
income countries. The figure below the country name corresponds to the proportion of the population living below
the poverty line in the last year of the period covered. The period covered may differ for some countries depending on
data availability: Argentina (2002-2014), Brazil (1999-2012), Dominican Republic (2001-2014), Guatemala (2000-2014),
Honduras (1999-2012), Mexico (1998-2012), Nicaragua (2001-2014), Paraguay (2001-2014), Uruguay (2006-2014), and
Venezuela (1998-2006). PPP = Purchasing Power Parity.



Figure 2: Evolution of the income Gini indicator in Latin America (2000-2013)

Source: Author’s elaboration based on the World Bank Poverty and Inequality Platform database (2024).

Note: The indicator corresponds to the absolute change of the income Gini indicator (in percentage point) over the
period circa 2000-2013. The figure below the country name corresponds to the value of the income Gini indicator for
the last year of the period covered. The period covered may differ for some countries depending on data availability:
Argentina (2002-2014, urban), Brazil (1999-2012), Dominican Republic (2001-2014), Guatemala (2000-2014), Honduras
(1999-2012), Mexico (1998-2012), Nicaragua (2001-2014), Paraguay (2001-2014), Uruguay (2006-2014), and Venezuela
(1998-2006).
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Back to troubled times

Yet, the following decade did not live up to expectations. The structural slowdownineconomicgrowth
that began in the 2010s revealed the fragility of previous advances. The region experienced a sharp
slowdown in inequality reduction between 2012 and 2018, with inequality stagnating in Argentina,
Chile, Ecuador or Peru, and even rising in Brazil or Paraguay (Busso and Messina 2020). Despite the
strong upward economic mobility of the past decade (Ferreira et al. 2013), a significant part of the
LA population remains economically insecure, with a high probability of sliding back into poverty

(Birdsall et al. 2014).
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I Poor ($0-$6.5aday) [ Vulnerable ($6.5-$14 aday) [ Middle Class ($14-$81 a day)

Figure 3: Poverty, vulnerability, and middle class trends in Latin America

Source: Author’s elaboration based on the SEDLAC (Socio-Economic Database for Latin America and the
Caribbean) database from the CEDLAS (Centro de Estudios Distributivos, Labores, y Sociales) and the World
Bank. Covered countries include Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Dominican Republic,
Ecuador, El Salvador, Cuatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru and Uruguay, for
the corresponding year or the most recent available.

Note: Incomes are expressed in 2017 US$ PPP per day, PPP = Purchasing Power Parity.

Asimpleillustration of vulnerability in LA is depicted in Figure 3, representing trends in poor, vulner-
able and middle class income groups for17 LA countries, based on World Bank monetary definitions.
In 2022, nearly three out of five people in LA remain economically insecure (poor and vulnerable),

representing a substantial proportion of the regional population. While the share of the population



classified as middle class grew in the region, particularly during the 2000s, its evolution during the
2010 decade was rather modest, and even came to a halt in the most recent years. The share of the
vulnerable, meanwhile, remains stable. Most of these people are engaged in precarious and infor-
mal employment, and are not covered by social protection mechanisms in a context where public

services are often limited and/or of low quality (Birdsall et al. 2014; Busso et al. 2021).

While emergency assistance programs have proliferated in the region since the late 1990s*, the Inter-
national Labor Organization estimates that over 40% of the LA population was not covered by any
social protection benefitin 2023, with considerable heterogeneity between countries.® Informal la-
borremainswidespread in theregion, representing roughly half of the workforce (Benza and Kessler
2020). While this phenomenon mainly concerns workers located in the two first quintiles of coun-
tries’ income distribution, it also accounts for one-third of workers in the third and fourth quintiles
(Busso et al. 2021). Thus, vulnerability also affects part of the LA middle class. Several studies pro-
vide empirical evidence of a lack of stability of the middle-class group in LA, far from the standards
of developed countries, with a sizable proportion of its members remaining vulnerable to a return to
poverty over time (Torche and L6pez-Calva 2013; Castellani et al. 2014; Stampini et al. 2016). Torche
and Lépez-Calva (2013) find that around a third of the middle class in Chile and Mexico experiences
class mobility over a period of three to five years in the 2000s, similarly divided between downward

or upward trajectories.

Despite anincrease in the number of middle-class people and a significantinter-generational mobil-
ity (Ferreira et al. 2013) in the region in the last decades, sociological studies have highlighted how
the repetition of crisis increases the sense of vulnerability among the middle class in LA, and par-
ticularly in Argentina (Kessler and Di Virgilio 2010; Ozarow 2014). The recent COVID-19 pandemic,
severely affected the region’s economy through the overall drop in global demand, disproportion-
ately impacting the most vulnerable with low-income or low-skilled jobs (Busso and Messina 2020).
As highlighted by Bargain and Aminjonov (2021), the drop in mobility after lockdowns was signifi-

cantly lower in regions with the highest poverty rates, such as Africa, butalsoin LA, notably due to a

4. Although there have been notable improvements, Lavinas (2015) points out that social protection systems remain
incomplete in the region, with insufficient spending on health, education or infrastructure resulting in poor quality ser-
vices.

5. The data can be accessed at the following link: https://www.social-protection.org/.


https://www.social-protection.org/

lack of monetary or in-kind measures. This has also contributed to the more rapid spread of COVID-

19 in these regions.

Citizens’ perceptions, attitudes and political change

While countries in the region took advantage of a period of economic expansion in the 2000s to
extend social safety nets to the poorest, most of the governments in place did not move towards
“hard” redistribution stages, such as broadening the tax base, developing unemployment insurance,
orimproving the quality of public services (Holland and Schneider 2017). Their economic structures
also remain heavily dependent on the primary sector and fluctuations in international commodity
prices, preventing the sustainability of their development model (Kingstone 2018). The return to a
depressed macroeconomic environment, with a still highly segmented labor market and weakened
political coalitions, has contributed to the exhaustion of part of the population, such as the middle
and working classes in the formal sector (Holland and Schneider 2017), but also of the poorest, show-
ing diminished expectations of the State’s ability to support them (Holland 2018). A strong feeling
of mistrust towards political power and institutions has taken root, deepening the fracture in the
social contract between citizens and the State (Busso et al. 2023). As the quality of public services
is widely criticized in the region’s countries, private alternatives are increasingly used for children’s
education by the wealthiest and middle-class citizens, as well as for healthcare — but to a limited ex-
tent forthe middle class (De LaO etal. 2023). Furthermore, the LA population is strongly dissatisfied
with the redistribution of wealth (Busso et al. 2023). While there are significant differences in living
standards between countries in the region, Chauvin and Messina (2020) show that socio-economic
inequalities are even more marked at the sub-national level, where wide variations exist between
and within neighborhoods in income or in the access and quality of public services and infrastruc-

ture.

Figure 4 unveils the perceptions of LA citizens across 16 countries regarding the mostimportant prob-
lem in their respective countries over the period 2012-2018, based on the LAPOP (Latin American
Public Opinion Project) opinion survey.® While economic worries (i.e. crisis, inflation, poverty, un-

employment) remain at the top of the list over the period (39%), it is clear that issues of security

6. Different categories were created to highlight the major issues raised by citizens.
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(30%), as well as governance and corruption (12%) are major concerns in the region. On the one
hand, the strong clientelist practices of political parties at the local level, as well as the regular disclo-
sure of large-scale corruption scandals (Panama Papers, Odebrecht) as in Brazil, Argentina, Mexico
or Colombia, are undermining citizens’ confidence in institutions and democracy, and fuelling a feel-
ing of impunity foran elite (Bohn 2012; Goldstein and Drybread 2018; Kingstone 2018). On the other
hand, it is hard not to mention the extent of violence and crime facing the region, particularly in
Central America and the Andean zone, where the drug economy plays a key role (Chiodi and Roman

2024).

Economics/Development

Violence/Crime

Politics/Corruption

Public services

Drugs

Environment

-

Migration

Others

0 10 20 30 40 50
Percentage of population

Figure 4: Citizens’ perceptions of the country’s main issues (Latin America, 2012-2018)

Source: Author’s elaboration based on the LAPOP survey for 16 countries (Argentina, Bolivia, Brazil, Chile,
Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay,
Peru and Uruguay) over the 2012-2018 period.

Note: The Economy/development category includes problems such as crisis, debt, inflation, poverty, unem-
ployment, access to credit, inequality and malnutrition.) Violence/Crime includes violence (general and
against women), crime and insecurity, kidapping, gangs, guerrilla warfare, armed conflict, terrorism. Poli-
tics/Corruption problems of bad governance, politicians, corruption and impunity, human rights violations.
For public services, problems of health, education, road conditions, electricity and water, transport, housing.
For Drugs, it concerns drug trafficking and drug addiction. The Environment includes natural disasters
and environmental problems in general. Migration includes migrants and overpopulation. Finally, Others
includes land issues, demonstrations and protests, war on terrorism, discrimination, forced displacement
and other issues.

All these concerns have led to a strong political shift since mid-2010, with the emergence of new

right-wing populist figuresandarisein political radicalizationin the region, asin Braziland Argentina.

1



Numerous social movements have also erupted in several countries, such as Bolivia, Chile, Ecuador
and Colombia, in response to corruption, electoral fraud and government inaction in the face of so-
cial problems (Kingstone 2018; Welp 2022). The risk of a weakening of democracy remains a major
issue in LA, where cases of authoritarian drift are regularly reported, and autocratic regimes persist
over time, as in Nicaragua, Venezuela and Cuba (Welp 2022). The political preferences, attitudes
and mobilization of the middle class, but also the vulnerable strata weighing heavily in the region,
will play a pivotal role in the future economic, social, democraticand environmental trajectory of the

LA region.

Outline of the dissertation

Focusing on the LA context, this doctoral dissertation makes several global contributions to the litera-
ture. Firstly, this work aims to document and characterize the economic vulnerability of populations
anditsevolutionin the context of developing countries. While a vast body of literature addresses the
issues of poverty and extreme poverty, as well as the rise of the middle class across different regions
of the world, itis only more recently that the question of the fragility of a growing share of the popu-
lation has come to the fore (Birdsall et al., 2014; Stampini et al., 2016; Suter et al., 2020), especially
in the wake of numerous crises (COVID-19, armed conflicts, inflation) and social or insurrectionary
protest movements in developing and developed countries alike (as in France with the Gilets Jaunes
movement from 2018, or in Chile between 2019 and 2021). Secondly, this doctoral dissertation pro-
poses two complementary scales of analysis: regional and national. Although this work aims to ad-
dress economic vulnerability in the LA region, a strong focus is placed on Argentina. This case study
provides a concrete illustration of progressive economic decline, rising vulnerability and the intro-
duction ofambitious publicpolicies. Finally, one of the major contributions of this thesis liesin the di-
versity of methodological approaches mobilized, which also borrows from sociology and geographi-
cal economics. This thesis mobilizes quantitative material, through national household surveys and
opinion polls, and qualitative material, based on semi-structured interviews, to examine economic
vulnerability. A wide range of quantitative analysis tools are also used throughout this thesis, in-
cluding descriptive and multidimensional statistics, econometric models and quasi-experimental

techniques.
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The present work is structured around three essays in development economics: an examination of
the fragility of the middle class in the face of crises (which is co-written), an exploration of redistribu-
tive demands in the region between center and peripheral areas, and an evaluation of a redistribu-

tive policy aimed at securing vulnerable households.

The first chapter offers an analysis of the Argentine middle class in the light of the recent crises
that have affected the country, through its vulnerability, behaviors, and expectations of the state.
Argentina is frequently regarded as a typical middle-class country in LA since the 20th century. How-
ever, the country has experienced a singular economic and political trajectory, in which the feeling
ofimpoverishmentis particularly marked. In this study, we adopt an original two-step methodology
combining both a quantitative analysis based on the Encuesta Permanente de Hogares (EPH) national
household surveys between 2003 and 2021, and a qualitative survey conducted in the country in

2020.

Results from the quantitative analysis show that the middle-income class has grown strongly over
the analysis period and accounts for a large proportion of the country’s population. Despite its size,
Argentina’s middle class is largely dominated by its most economically vulnerable component—the
lower middle class—, which grew the most relative to otherstrataduringthe 2010s. The clusteranaly-
sis revealsthatthe middle classis heterogeneous and fragmented, particularly in terms of education
and employment. On the other hand, qualitative interviews with members of Argentina’s middle
class reveal relatively homogeneous lifestyle aspirations, including access to homeownership and
diversified consumption. Its members prioritize the quality of education, access to the healthcare
system, and the search for security, even if these aspirations remain constrained for the lower, major-
ity stratum of the middle class. The qualitative analysis also points to the vulnerability of this lower
stratum of the middle class, heavily impacted by recent crises (including COVID-19), pushing them
to adopt various coping strategies such as restricting their consumption. Lastly, while members of
the middle class share a common attachment to the role of the State, public services and redistribu-
tion for the poorest, they all strongly reject corruption and remain critical of the unfair redistribution

system, calling for more effective public policies.

These results resonate with the findings of Birdsall et al. (2014) on the vulnerability of the middle
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class in LA countries. In addition to assessing the middle class in Argentina over the recent period,
this chapter provides empirical evidence of the aspirations and expectations of the middle classes in
an unstable macroeconomic context. While Argentina is not representative of the entire LA region,
these previous findings feed into other existing studies on the vulnerability of the middle class and

those recently lifted out of poverty in LA (Torche and Lopez-Calva 2013; Stampini et al. 2016).

The unanimous criticism of Argentina’s tax and redistribution system, identified among the middle
class, echoes the widespread dissatisfaction of citizens with social justice issues across LA. It also
echoes, albeit in a different context, recent social movements in developed countries denouncing
rising precariousness, alongside growing political abstention, nationalism and political extremes in
Europe. Although individual characteristics, including wealth among other factors, explain the shap-
ing of citizens’ redistributive preferences, the LA region paradoxically displays little polarization be-
tween the poorest and richest citizens in their support for greater redistribution (Holland 2018). In
a more global approach, Cagé and Piketty (2023) argue that citizens’ behavior, particularly political
behavior, is influenced not only by their affiliation to a social class, but also by their anchorage in a
specific territory. Their extensive study of the French case shows that considering social classes in a
multidimensional “geo-social” class perspective helps explain citizens’ political attitudes and contem-

porary political cleavages.

In line with this vision, the second chapter explores the redistributive demands of citizens in LA, in
a context of high socio-economic inequalities and where a large proportion of the population re-
mains economically vulnerable. More specifically, the study aims to understand better the role of
geographical disparities in shaping the redistributive preferences of citizens in LA. To thisend, | rely
on four waves of the nationally representative LAPOP opinion survey on 16 LA countries, and geolo-
cate1,108 respondents’ cities. In order to differentiate dynamic, integrated areas from marginalized
ones, | adopt a center-periphery approach, classifying places as urban centers (primary cities and
nearby suburbs) or periphery (secondary cities and small cities or villages in remote areas). Remote

sensing data on night-time luminosity are also used as a proxy for each city’s level of development.

The results show that citizens located in peripheral areas are more likely to express strong support

forredistribution compared their counterpartsin urban centers, even when controlling forindividual
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socio-economic characteristics. The decomposition of peripheral areas according to city size shows
that citizens’ redistributive demands are higher for those living in small cities or villages in remote
areas, and systematically stronger for citizens living in the richest peripheral areas (i.e. the 50% of
cities with the highest level of development in each city group) compared to the least developed
places. Looking more specifically at the citizens’ level of wealth, results show that the redistributive
divergences previously identified between urban centers and peripheral areas are mainly driven by
the wealthiest citizens, in the second and third wealth terciles. On the other hand, the redistribu-
tive preferences of those in the first tercile are fairly similar across areas. Finally, the analysis high-
lights a downward trend in redistributive preferences in the region since 2012 (although still rela-
tively strong), and a narrowing of the gapin redistributive preferences between territories since 2014,
particularly striking for the smaller towns and villages in remote areas and the poorest citizens, but

with country-specific differences.

These results contribute to the literature on the determinants of redistributive preferences in devel-
oping countries, and underline the importance of contextual elements, particularly geographical, in
understanding the formation of citizens’ demands, in addition to individual factors. It also adds fur-

ther insights into the apparent paradox of redistributive preferences in developing countries.

Finally, thethird chapterof this dissertation investigates the effectiveness of redistributive programs
implemented to meet citizens’ redistributive demands. To this end, | assess the impact of a condi-
tional cash transfer program on its ability to stabilize vulnerable households economically. The case
of the Asignacion Universal por Hijo (AUH) is considered in this study, one of the largest redistribu-
tive programs in the LA region, implemented nationally in Argentina in 2009, still in operation to
date. The program extends the existing family allowances system to workers in the informal sector,
historically excluded from the contributory social protection system. Informal workers, particularly
widespread in LA, are subject to high economic vulnerability due to unstable incomes and poor pro-

tection against shocks such asillness and job loss.

Using data from the Encuesta Permanente de Hogares national survey between 2004 to 2015, | com-
pare the income stability of eligible and non-eligible households over periods of one and a halfyears,

based on labor characteristics. The analysis relies on a difference-in-difference strategy to estimate
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the program’s causal effect on household financial stability. The main results confirm the stabiliz-
ing role of the AUH on the incomes of vulnerable households. | find that the program decreases the
proportion of periods spent in poverty by 15% for eligible households compared to a situation with-
out the program introduction. In addition, the coefficient of variation in income is lowered by 16%
when households experience a loss of income during the period, demonstrating the program’s ca-
pacity to smooth out income losses. The program also has heterogeneous effects depending on the
family structure and is more effective among households with several children or with a young one.
However, its impact is largely reduced for households less resilient to shocks, such as single mothers.
Finally, the AUH also affects households’ financial behavior, notably by reducing their reliance on

in-kind or monetary charity, as well as informal loans.

These results contribute to the limited literature on income stability in developing countries, mainly
due to the scarcity of longitudinal studies. They also demonstrate social safety nets’ stabilizing and
protective role against shocks for vulnerable households. This is particularly relevant in the context
of developing countries, where a large proportion of the population depends on the informal sector
for a living, and where investment in social protection and public services is often lacking or inade-
quate. Finally, this study provides new insights into the effectiveness of extending social protection

to marginalized populations.

Before beginning the reading of this thesis, | conclude this general introduction with a final remark.
Although this thesis does not place itself directly in the field of political science, obvious links are
nevertheless present in the background of each of its chapters, due to the strong interactions ex-
isting between macroeconomic evolutions, citizens’ perceptions and attitudes and political shifts.
The analyses presented in this dissertation mainly cover the period from the 2000s to the COVID-
19 pandemic, corresponding politically to the first wave of progressive left-wing governments, and
to the period of alternating right-wing conservative governments, as in Brazil, Argentina, Chile and
Ecuador. Thus, there will be limited discussion of the most recent political changes of recent years
inthe LA region (i.e., the more-than-mixed return of the political left) or of pivotal events worldwide.
However, all these events point to the need to address the rising vulnerability of populations, be-
yond poverty, to meet people’s expectations and demands. Given the world’s armed conflicts and

the militarization of nations, political radicalization on both the American and European continents,
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and the consequences of ongoing climate change (water and energy crises, heat waves), profound
transformations of economic and social protection systems will be crucial, paving the way for future

research.
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Chapter

A Socl0-EcCONOMIC EXPLORATION OF ARGENTINEAN
MIDDLE CLASS: VULNERABILITY, BEHAVIOUR AND

EXPECTATIONS IN HARD TIMES™

Co-authored with Matthieu Clément, Francois Combarnous, Gabriel Kessler, Eric Rougier, and Ariel Wilkis.

Abstract

Based on a mixed approach combining quantitative and qualitative materials, this article ex-
amines how the recent crises have affected middle-class’ vulnerability, behavior and expecta-
tions in Argentina. We show that the middle-income group is large but fragmented in terms
of educational and occupational characteristics. A substantial part of this group is vulnerable
to poverty and has been adversely affected by the recent crises due to the absence of State
support. Moreover, we shed light on shared aspirations regarding consumption, education,
health, homeownership or security. However, the adoption of subsequent behavior in those
domains remains constrained for the most vulnerable components of the middle class. Fi-
nally, people from the middle class point to the unfairness of redistribution policies and the
low quality of public services.

*. This work was supported by the French Development Agency (AFD). We would like to thank Anda David, Felipe
Korreales and Carlos Pincemin the coordinators of the project at AFD. This study has also received financial support from
the French State in the framework of the Investments for the Future programme IdEx Université de Bordeaux /GPR HOPE
(Understanding human well-being and behavior for better policies and societies).
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1.1 Introduction

Since the pioneering studies of Germani (1942, 1955), the vision of Argentina as the typical “middle-
class country” in Latin America has been pervasive (De Riz 2009). Until the 1950s, Argentina was a
fairly rich country (Sanchez 2016) that was characterized by a large and strong middle class. After
the 1950s, however, the country gradually lost its influence in the world economy along with the suc-
cession of economic and political crises (Glaeser et al. 2018) which had severe consequences for the
middle class. The succession of inflationary crises has contributed greatly to impoverishing the his-
torical middle class (Kessler and Di Virgilio 2010; Galassi and Gonzalez 2012), especially in the 1970s
and 1980s following the neoliberal turn and in 2001-2002 with the severe public finance crisis that
hurt Argentina. As in other Latin American countries, the 2000s combining large-scale social pro-
grams, sustained economic growth, increase in formal employment and rising real wages' brought
about a significant reduction in poverty and a middle-class recovery (Franco et al. 2011; Dalle 2012;
Ferreira et al. 2013). However, and mostly as a direct consequence of the public finance crisis that
starts in 2015 and the COVID-19 pandemic, Argentina has again to face a severe economic downturn
over the very recent period which adversely affected the living conditions of the middle class (World
Bank 2021). Assuredly, what the Argentinean middle class looks like today, what it aspires to and
what it expects from public policies has been partly conditioned by the swings of macroeconomic

instability the national economy had to face and manage.

Some characteristics have been documented by the broad economic and sociological literature ded-
icated on the Argentinean middle class in the last decades. First, the latter has proven increasingly
fragmented since the 1980s in terms of occupational status, notably in comparison with other Latin
American countries (Kessler and Di Virgilio 2010). Recent studies focusing on stratification show
that besides the historical group of civil servants, the administrative workers, service employees,
professionals or small entrepreneurs and businessmen now account for substantial parts of the Ar-
gentinean middle class (Kessler and Di Virgilio 2010; Galassi and Gonzalez 2012; Benza 2016). Also,

the group heterogeneity sharply increased in the 2000s, as the favorable economic context did push

1. The Asignacion Universal por Hijo, AUH is the most emblematic social benefit implemented during this period. It
consistsin a child-oriented conditional cash transfer that amounts about 0.6% of Argentina’s GDP and covers 3.9 million
children according to UNICEF.

24



many households out of poverty and fed the expansion of the "new middle class” composed of house-
holds with occupational profiles and income levels that had not yet been associated with middle-

class membership (Ferreira et al. 2013; Castellani et al. 2014; Benza and Kessler 2020).

Second, and related with the previous point, socio-economic vulnerability has increased during the
1990s and early 2000s, many middle-class households being faced with impoverishment (Kessler
and Di Virgilio 2010) orsocial downgrading (Wortman 2010) as growth vanished and/or prices surged.
For Kessler and Di Virgilio (2010), the "new poor” have formed a hybrid stratum of the middle class
showing social and cultural characteristics, notably in terms of education and family composition,
that stand close to those of the "core” middle class and economic characteristics, such as low income
and unstable occupational status, that appear to be more akin to those characterizing the poor. Bird-
sall etal. (2014) have also documented the socio-economic characteristics of the ‘strugglers’, that is

the large class of vulnerable people located between the poor and the middle class.

Third, the literature has also described some behavioral traits that are typical of middle-class iden-
tity in Argentina, most of them having been also described for other national contexts (Clément et
al.2022). Consumerism is one of the most visible markers of middle-class membership in Argentina
(Sautu 2016). The post-2001-2002-crisis recovery has come with a broad democratization of con-
sumption, both onintensive and extensive margins (Benza and Kessler 2020). On top of the absolute
rise in consumption expenditure, middle class spending budgets have started diversifying towards
new consumptions such as durable goods and ITC, cultural goods or leisure (Wortman 2010). Both
changes have been sustained by an increased affordability of credit (Wortman 2010; Benza 2016;
Sautu 2016). Another shared characteristic of the Argentinean middle class is its strong demand
for education and health supported by the widespread view that education is the main channel of
social upgrading (Sautu 2016). As in many other Latin American countries, the development of pri-
vate schools at primary and secondary levels has counterbalanced the recent deterioration of public
schools and enrolling children in such schools is now a clear marker of middle-class identity, even at
the cost of indebtedness. The same logic applies for health, with an increasing trend of adhesion to

private health insurance plans.

In brief, there is an extensive, albeit disparate, literature dealing with the middle class in Argentina.
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The deleterious consequences of the 2001-2002 economic crisis on social stratification as well as the
sustained enlargement of the Argentinean middle class during crisis recovery period have been es-
pecially well documented (e.g. Le6n et al. 2010; Ferreira et al. 2013; Castellani et al. 2014; Stampini
et al. 2016). However, empirical evidence over the recent period characterized by a less favorable
macroeconomic context combined the COVID-19 pandemic remains very limited.? Also lacking is
empirical evidence documenting middle-class’ aspirations and expectations in terms of public poli-

cies.

This study proposes to fill these gaps by examining the recent trends of social stratification in the Ar-
gentinean middle class and by questioning the vulnerability, behavior, aspirations and public poli-
cies expectations of this heterogeneous group in the light of the recent crises. To do so, we adopt
an original two-step research design inspired by Clément et al. (2022) combining quantitative in-
vestigations based on data from the Encuesta Permanente de Hogares over the 2013-2021 period
and original qualitative materials. Our mixed approach allows to (i) identify the Argentinean middle
class and describe its dynamics and socio-economic structure and (ii) examine the group’s behavior,

subjective perceptions and expectations in terms of public policies, especially in crises contexts.

Based on this original methodological approach, our empirical investigations provide interesting in-
sights. First, we show that the middle class in Argentina is large but fragmented in terms of educa-
tional and occupational characteristics. Second, we emphasize that a substantial part of this group
isvulnerable to poverty and has been severely affected by the recent crises, in a context of absent or
declining state support. Third, our qualitative analysis sheds light on shared aspirations as to con-
sumption diversification, access to home ownership, search for security and prioritization of educa-
tion and health. While such aspirations may be viewed as typical components of middle-class iden-
tity, their realization appears heavily constrained for the most vulnerable (and increasingly large)
components of the Argentinean middle class. Fourth, although people from the middle class are at-

tached to State intervention, they unanimously point to the unfairness of redistribution policies and

2. Thecrisis of public finance that started in 2015 was exacerbated by the pandemic. Forinstance, according to World
Bank data, Argentina’s GDP dropped by 9.9% in 2020 while the annual inflation rate reached more than 42% for the
sameyear. It may be hypothesized that this context of economic recession has reinforced the vulnerability of Argentina’s
middle class. Forinstance, no doubt that the lockdown policy, especially through its effects on labor market outcomes
(ECLAC2021), has aggravated the situation of a large portion of middle-class households which were left without welfare
protection (World Bank 2021).
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the low quality of public services and express their strong rejection of corruption.

The rest of the document is structured as follows. Section 1.2 describes our methodological frame-
work and the quantitative and qualitative data used in the study. Section 1.3 presents the results
from the quantitative analysis while Section 1.4 does the same for the qualitative analysis. Section

1.5 discusses the main findings and concludes.

1.2 Methods and materials

1.2.1 Quantitative analysis

The quantitative analysis is based on the data from the EPH survey (Encuesta Permanente de Hoga-
res) carried out by INDEC (Instituto Nacional de Estadistica y Censos), which is known as the most com-
prehensive household survey in Argentina. Itis a long-term household survey with information on
dwelling attributes, family composition, education, occupational status and income. The EPH sur-
vey offers urban representativeness and covers 31 large urban areas (accounting for more than 60%
of the total population) for which information is collected on a quarterly basis since 2003. Our study
uses the waves from 2003 to 2021, yet it is worth noting that, due to methodological updates, the
2003-2015 waves are not directly comparable to the most recent ones (2016-2021). Based on EPH
data, our quantitative analysis adopts a sequential approach inspired by Bonnefond et al. (2015).
This approach is multidimensional and combines an economic (based on income) and a sociologi-

cal definition (based on occupation and education) of the middle class.

The objective of the first step of the quantitative analysis is to circumscribe a middle-income group
thatis generally defined in the economic literature as households who fall within a specificincome
range in the middle of the national income distribution (e.g. Birdsall et al. 2000; Ravallion 2010).
By using this approach, ourimmediate goal is not to identify the number and percentage of people
in the middle class, mainly because there is a lack of consensus on the choice of the income range.
Rather, we aim to isolate a group of households standing in the middle of the income distribution
that is sufficiently large to be representative of the socio-economic heterogeneity of the so-called

middle class. To select the most appropriate income interval, most of the intervals used in the lit-
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erature were tested, compared and discussed. Based on the selected interval, we can examine the
changes in the size of the middle-income group all along the 2003-2021 period, notably in relation

to the evolution of macroeconomic context and the COVID-19 pandemic.

Inthe second step of the quantitative analysis, we propose to explore the socio-economicstructure of
the middle-income stratum identified in the previous step. Todo so, we implementa clusteranalysis
on a set of variables describing occupational and educational characteristics for all the household
heads comprised in the middle-income group.? These characteristics are inspired by the sociological
approach of social stratification (e.g. Goldthorpe et al. 1980; Erikson and Goldthorpe 1992). In order
to refine the description of the groups identified by the cluster analysis, we will also use a large set
of additional variables. Noteworthy, in order to avoid being affected by the obvious consequences
of the COVID-19 pandemic on social stratification, the cluster analysis is implemented on the fourth

quarter of the 2018 wave.

1.2.2 Qualitative analysis

Oneimportant objective of ourstudy is to identify the specific behavior, aspirations, perceptions and
policy expectations of the Argentinean middle class and of its different components as they were
generated by the cluster analysis conducted on quantitative data. To collect this information, a qual-
itative survey has been carried out onaset of 40 households sampled to be characteristic of the differ-
ent groups identified in the cluster analysis. This original sampling procedure allows assessing the
extenttowhich the different groups making the Argentinean middle class do share common traits or
not. Toaccount for spatial heterogeneity, the 40 households have been surveyed in two Argentinean
citieswith distinct socio-economic characteristics, namely Buenos Aires and San Miguel de Tucuman.
Furthermore, to take gender issues into account, half of these interviewees were women. Lastly, the
qualitative survey is based on semi-structured interviews from which we were able to collect infor-
mation on behavior and aspirations regarding various dimensions that are reported as making up
of the middle-class identity in the sociological literature including mobility patterns, consumption,

saving and debt, education, health and housing investment, and expectations as to public policies.

3. Note that household income is not used in the cluster analysis. Indeed, using information on income or consump-
tion at this stage would lead to first differentiating middle class households with respect to their level of wealth and to
downplay the role of non-monetary socio-economic characteristics in explaining heterogeneity within the middle class.
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1.3 Identification, characterization and dynamics of the Argentinean

middle class

1.3.1 The middle-income group: identification and dynamics

As pointed out above, there is absolutely no consensus on the income interval that should be used to
identify the middle class. Three main types of income intervals have been used in the economic lit-
erature: absolute intervals (generally expressed in PPP $), relative intervals (often constructed from
percentiles of theincome distribution), and mixed intervals (combining an absolute lower boundary
and a relative upper boundary). In Table 1.1, we test and compare eight different income intervals
that are both representative of these three approaches and largely used in the literature on Latin

America’s middle class.

Table 1.1: Comparison of different criteria for defining the middle-income class

Approach Criterion Monthly income range Poor .Mlddle Rich
income
Monthly per capita  Monthly per capita USD
ARS (PPP 2011, (%) (%) (%)
(2018 prices) 2018 prices)
[US$2; US$10] [956%; 4,7794] [US$60; US$300] 1.4 16.0 82.6
Absolute [US$10; US$20] [4,779%; 9,5584] [US$300; US$600] 17.,5 299 52.6
[US$10; US¢$50] [4,779%; 23,895%] [US$300; US$1,500] 17.5 69.6 12.9
[US$10; US$100] [4,779%; 47,7904] [US$300; US$3,000] 17.5 80.3 2.2
Relative [75%-125% median] [7,500%;12,500%] [US$471; US$785] 32.9 27.7 39.4
[50%-150% median] [5,000%;15,0004] [US$314; US$942] 18.2 50.5 313
Mixed [US$10; P90] [4,779¢; 26,500%] [US$300; US$1,664] 17.5 72.5 10.0
[US$10; P95] [4,779%; 35,0004] [US$300; US$2,197] 17.5 77.5 5.0

Notes: PPP = purchasing power parity. The PPP factor conversion is 15.93 for the fourth quarter of 2018. It is
calculated using the 2011 PPP factor conversion from the World Bank and consumer price indices. From INDEC
and the Billion Price Project. Source: Authors’ elaboration based on EPH data (fourth quarter, 2018).

As expected, the relative size of the middle-income group in the Argentinean urban population dif-
ferswidely dependingontheinterval used asitranges from16%t077.5%. As these intervals partially
overlap, the issue of the choice of the most relevantinterval is central. In the absence of any theoret-
ical guideline, we follow influential studies of Latin America’s middle classes (Birdsall 2010; Ferreira
et al. 2013) by setting the lower boundary at US$10 per day per capita, thereby excluding from the

middle class the non-poor households that might be the most vulnerable to a return to poverty. In
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line with Birdsall (2010) and Clément et al. (2022), the upper limit is set at the 95th percentile of
the income distribution mainly as this allows excluding from the middle class “that portion of the
population whose income is most likely to be from inherited wealth or based on prior or current eco-
nomicrents (...) and thus less associated with productive and primarily labour-based activity than for
the non-rich” (Birdsall 2010, p.7). Using this mixed interval, the Argentinean urban middle-income

stratum accounted for 77.5% of the urban population in the 4th quarter of 2018.

To examine the changes in the size of the middle-income group, we replicated the same identifica-
tion method used for 2018 on the whole time period. Figure 1.1 reports changes in the size of the
"poor”, middle-income and rich groups. In Figure 1.2, the middle-income stratum is broken down
into three groups based on income intervals of equal width: the low middle-class (LMC), the middle

middle-class (MMC) and the high middle-class (HMC). Both figures provide very interesting results.
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Figure 1.1: Evolution of income groups

Source: Authors’ elaboration based on EPH data. Fourth quarter for each year with the exception of 2021 (second
quarter).

First, our estimates confirm the significant expansion of middle-income group’s size in urban Ar-
gentina during the 2000s, from 43% in 2003 to 77% in 2013. Moreover, Figure 1.2 indicates that this

expansion was mainly driven by the increase in the share of the LMC (from 29% to more than 50%).
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This result echoes previous studies showing that the increase in the size of the middle class in the
early 21st century in Latin American countries was primarily triggered by the increase in the lower,

more vulnerable components of the middle class (Ferreira et al. 2013; Benza and Kessler 2020).

Second, although notdirectly comparable with the previous one, the most recent period (2016-2021)
provides clear evidence of the harmful consequences of the recent crises on middle classes. As indi-
cated by Figure 1.1, the size of the middle-income group dropped from 83% in 2017 to 71% in 2020
while in the same time the size of the poor group increased from 12% to 23%, both as a direct conse-
quence of the inflation and epidemicshocks. Likewise, strong patterns of downward mobility can be
observed within the middle-income group over the 2017-2020 period, especially for the LMC whose
share dropped from 56% to 48% between 2017 and 2020. While the size of the MMC also decreased,
albeit to a lesser extent in absolute terms (from 21% to 17%), the share of the HMC has remained

roughly constant over the period.
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Figure1.2: Evolution of the (decomposed) middle-income class

Source: Authors’ elaboration based on EPH data. Fourth quarter for each year with the exception of 2021 (second
quarter).

To sum up, the most recent evolutions plotted in Figures 1.1 and 1.2 seem to be confirmatory of the
fact that the expansion of the middle-income group size that was observed in the 2003-2015 period

is fragile, primarily because its most dynamic constituent, the LMC, is also the most vulnerable to
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socio-economic shocks. This pleads for a very cautious use of the “middle class” term in this context
and justifies that non-monetary characteristics are now mobilized to further describe this middle-

income stratum in its socio-economic diversity.

1.3.2 Astatistical explorationofthe socio-economicstructure of the middle-income

stratum

Thesecond stage of the quantitative analysis consistsin exploring the internal structure of the middle-
income stratum. To do so, we select five classification variables related to the education and employ-
mentof household headsinthis group and used to conduct the clusteranalysis: (i) highest level of ed-
ucation attained, (ii) occupation, (iii) employment status, (iv) type of employer orinstitutional sector
and (v) multi-activity practices. Table1.A.1inthe Appendix1.A contrasts the distribution of these vari-
ables for households belonging to the middle-income group (defined as per our preferred $10-P95
interval) against those from the "poor” and the "rich” groups for the fourth quarter of 2018. Based on
these five variables, we carry out a mixed clustering analysis that combines non-hierarchical and hi-
erarchical clustering methods, which is the relevantapproach for large samples for which directly ap-
plying hierarchical clusteringwould imposeintensive calculation requirements.* The middle-income
stratum is then clustered into five internally-homogeneous, yet clearly distinct groups. Lastly, we use
the comparative distributions of the classification variables (Table 1.2) and of a set of additional vari-

ables (Table 1.A.2 in the Appendix 1.A) to label and further describe the different clusters.

The first cluster identified in the middle-income stratum is very specific as it includes retired pen-
sioners, inactive and unpaid family workers. The household heads included in this group that we
label “retired and inactive” middle class are characterized by a high average age, low educational
attainmentand a high rate of feminization. The average household’s per capita income in this group
stands at the bottom of the income distribution of the middle-income stratum and comes from pen-
sions and, to a lower extent, from private transfers and capital income. Although this group is primar-
ily composed of retired household heads, it also includes young inactive students benefiting from

family support and/or assistance mechanisms (e.g. study grants). This cluster amounts to 35% of

4. The selected partition (the number of groups retained within the middle-income class) results from the analysis
of the dendrogram and the objectives of maximizing the ratio between the inter-group variance and the intra-group
variance (Calinski-Harabasz index) and minimizing the similarity index between the groups (Davies-Bouldin index).
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the middle-income stratum.

Asecond cluster can be described as the “service sectoremployee” middle class. Featuringrelatively
low levels of education, the vast majority of the household heads in this group work as employees
in the private sector, especially in wholesale trade, transport and storage, accommodation and cater-
ing and domestic employment. Households in this group shall be viewed as vulnerable, especially
because their per capita income clearly places them at the very bottom of the income distribution
inside the middle-income class. Income drawn from primary jobs is often supplemented by income
from secondary jobs and by non-laborincome, particularly public transfers. However, it is worth not-
ing that this group is somewhat heterogeneous in terms of institutional sector, with approximately
60% of the household heads being employed in the formal sector (private or public) and 40% re-
maining household heads being employed informally.> Importantly, more than a quarter of the peo-
ple in the group do not contribute to any social security system. The cluster accounts for 22% of all

middle-income stratum.

The third cluster is referred to as the “self-employed and workers” middle class since it is predomi-
nantly composed of self-employed people (almost two-thirds) and also includes some employees/-
workers. The majority of household heads in this cluster are workers and craftsmen in the private
formal manufacturing and construction sectors; a minority works in the private service sector (espe-
cially in wholesale trade and vehicle repair). The average income of this group stands relatively low
in the whole stratum’s income distribution, still slightly higher than that of the service employee
middle class. This self-employed and workers middle class shall also be viewed as vulnerable, not
only because of the predominance of self-employed status and low incomes, but also because of lim-
ited access to formal social protection (27% of households in this group have no social security). This

cluster represents 20% of the whole middle-income group.

The two remaining groups differ from the previous ones in that their socio-economic situation is
much more favorable. The fourth group which can be described as the “managers, professionals
and employers” middle class is clearly distinct in that the majority of household heads are highly

educated and occupy either higher-end managerial and professional positions or are employers, this

5. For employees, we retain the fact of not having paid vacation, sick leave, contributions for retirement or payslip;
for informal self-employed, the non-legal registration of the company and a size less than 10 employees.
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group including all the employers of the middle-income segment. Two-thirds of those in the cluster
are occupied in the private sector leaving one-third in the public sector. 90% are covered by a social
security scheme. Their average household per capita income stands in the top of the income distri-

bution of middle-income households. This group accounts for 10% of the middle-income stratum.

Table 1.2: Characteristics of clusters (classification variables) derived from the mixed clustering procedure

Group1l Group2 Group3 Group4 Group5 Total
(35%) (22%) (20%) (10%) (13%)

Education

No school orincomplete primary education 14.47 5.03 5.26 0.92 0.77 7.68
Primary education 33.49 22.28 20.77 6.85 3.73 22.25
Incomplete secondary education 1.75 21.79 20.26 9.52 2.06 13.82
Secondary education 21.00 32.85 27.89 39.18 15.20 25.79
Incomplete Superior education 9.03 12.06 11.27 2431 11.59 11.96
Superior education 10.27 5.99 14.55 19.21 66.65 18.50
Occupation

Nojob (retirees, inactive, unemployed) 100.00 0.00 0.00 0.00 0.00 38.16
Higher managerial and professional occupation 0.00 1.49 3.28 100.00 19.96 13.79
Intermediate professions 0.00 0.97 5.51 0.00 71.99 10.72
Service employees 0.00 83.51 27.29 0.00 3.35 22.87
Workers and craftsmen 0.00 14.03 63.92 0.00 470 14.46
Employment status

Retired / Pensioned 83.40 0.00 0.00 0.00 0.00 31.82
Other inactive / Unpaid family workers 16.60 0.32 0.00 0.17 0.00 6.42
Employees 0.00 93.73 35.88 7118 98.65 46.49
Self-employed 0.00 5.95 64.12 0.00 1.35 12.32
Employers 0.00 0.00 0.00 28.65 0.00 2.94
Type of employer / Institutional sector

Nojob (retirees, inactive, unemployed) 100.00 0.00 0.00 0.00 0.00 38.16
Private formal 0.00 47.61 95.15 66.25 21.70 35.97
Public formal 0.00 13.23 0.30 33.75 76.95 16.58
Informal employment 0.00 39.16 4.55 0.00 1.35 9.30
Household’s head multi-activity

No 0.00 92.00 95.00 97.49 72.70 55.40
Yes 0.00 8.00 5.00 2.51 27.30 6.44
Nojob (retiree, inactive, unemployed) 100.00 0.00 0.00 0.00 0.00 38.16

Notes: n=11,668. The shaded cells identify the modalities that are statistically (at the 5% level) more represented in
the group considered than in the rest of the middle-income class.
Source: Authors’ elaboration based on EPH data (4th quarter, 2018).

The last group can be described as the “publicemployees” middle class, since more than three quar-
ters of household heads in this group work in intermediate professions within the publicsector. They
are over-represented injobsin publicadministration, defense, education, health, social security and
social services. Interestingly, this cluster is by far the most educated on average (two-thirds of them
have reached higher education levels) and also records the highest percentage of multi-activity as

more than 27% of household heads have at least one other income-generating activity in addition to
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their main activity. The average per capita household income for this group stands also at the top of
the income distribution within the middle class, and nearly all households contribute to some form

of social security. This group constitutes 13% of all middle-income class households.

In addition to emphasizing the fragmentation of the Argentinean middle class, our cluster analysis
also unveils its strong polarization. On the one hand, the managers, professionals and employers
(Group 4) and the public employees (Group 5) appear relatively protected and well off. They may
thus be viewed as being constitutive of the upper middle class accounting for 23% of the whole mid-
dle class. At the other end of the spectrum, the service employees (Group 2) and the self-employed
and workers (Group 3) constitute the highly exposed and vulnerable middle class, due to their em-
ployment status (mostly informal or self-employed), their low level of education and income and
only limited access to social security. The retired and inactive middle class (Group 1) is also character-
ized by poor socio-economic characteristics, even though the retirees may benefit fromratherstable
income through pensions. In a nutshell, it seems that there is no clear evidence of the existence of a

‘middle-middle class’.

1.4 Behavioral and aspirational traits of the Argentinean middle

classes

1.4.1 Thedesign of the qualitative survey

As explained above, the sampling procedure of our qualitative field survey was based on the classifi-
cation presented in the previous section. However, as two of the groups remained somewhat hetero-
geneous in terms of employment characteristics, we chose to refine our sampling by disaggregating
them. The retired and inactive middle class (Group 1) was split into the two subgroups of "pension-
ers” and "other inactive”, the latter sub-group being composed of young students. To account for the
diversity of institutional sectors (formal vs informal), the middle class of service sector employees
(Group 2) was also split into two subgroups: the "(formal) service sector employees” and the "infor-
mal workers”. We thus identified seven profiles of households within the middle-income class that

were used as a sampling frame (Table 1.3).
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The qualitative survey was based on semi-structured interviews aiming to collect information on
behavior, aspirations and expectations in terms of public policies regarding several dimensions of
middle-classidentity: living conditions, mobility patterns, consumption, housing, education, health,
redistribution policies, etc. The interviews were conducted on-line between June and August 2020
which made it possible to also collectinformation on how the COVID-19 pandemicaffects the middle

class with regards to most of these dimensions.

Table 1.3: Sampling scheme of the household qualitative survey

Profile Designation Operational definition Cases
1 Retirees Retired pensioners 4
2 Service employees Employees of all types of services in the private sector 8
3 Self-employed and Self-employed (plumber, gas fitter, hairdresser), industrial g
workers clerical workers, skilled workers
4 Managers, professionals  Professionals and business or small industry owners; 8
and employers managerial, assistant managerial and executive positions

Employees in the public sector with a high level of education,

e.g. teachers, managers and executives in the publicadministration
6 Other inactive Students with family support 2
Foremen, workers, service employes (e.g. gardeners) in the
informal sector

5 Publicemployees

7 Informal workers

Source: Authors’ elaboration.

1.4.2 Results of the qualitative survey

1.4.2.1 Lifesatisfaction and mobility patterns

Socio-economic profiles

Leaving aside the specific profiles of retirees and inactive people (profiles 1 and 6), analysis of the
interviews suggests that education level is a key determinant of professional trajectories. We were
able to identify four types of profiles among active respondents: (1) profiles with high educational
levels, jobs related to professions in the private or public sector and medium-high income (profile 5
and part of profile 4); (2) profiles with medium educational levels, formal salaried or self-employed
jobs and medium income (profile 2 and part of profile 4); (3) profiles with low educational levels,
formal salaried or self-employed jobs and low income (profile 3); (4) profiles with low educational
levels, informal and unstable jobs and low income (profile 7). Note that the households fitting to

this latter profile generally benefit from social assistance mechanisms such as the AUH or the Tarjeta
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Alimentar (Food Card) which provides funds to buy food.

This typology is consistent with the pattern of polarization of the Argentinean middle class that was
previously emphasized by the cluster analysis, with a clear differentiation of the upper-middle class
(profile 5 and part of profile 4) and the lower-middle class (profiles 3 and 7). In contrast to the quan-
titative analysis though, the qualitative survey sample includes a larger "middle-middle” class com-
posed of interviewees from profile 2 and part of profile 4. Retired and inactive respondents from
profiles1and 6 can also be included in this middle-middle class based on their education level, past

job positions (profile 1) and living conditions.

Life satisfaction

As expected, respondents from profiles 4 and 5 declare that they are satisfied with their standard of
living and some of them (especially those who are salaried) define themselves as "privileged”. They
also tend to value their work in terms of "professional ascension” and highlight the gratification and

challenges involved in the tasks performed.

I work alotand | am very happy. Sometimes I'd like doing more things, but | don’t have the time
and | also have three children and a family, so | have to balance everything. But in relation to
my work performance, my professional goals and my income, | think | have a balance between

what | want and what | need. (Romina, profile 4)¢

Among those in profiles 1, 2 and 6, there is a desire to "live a little more comfortably” and "indulge
themselves more”. Finally, those in profile 3 and part of those from profile 7 are simply not satisfied
with their standard of living and also express dissatisfaction with theirjob, either because informal
and/or because providing fluctuating incomes. However, interviewees from profile 7 do not express
full dissatisfaction. ForJacinta, for example, her "comfort” is that she can continue to care for her

children.

Yes, | am satisfied. | like what | do. | think you have to take risks to get by. | am satisfied to be
abletodoitathome and with my children. | do not entrust them to anyone and my children are
always under my care. It’s a comfortable situation. (..) | can take care of my daughter, take her

to school, to kindergarten. (Jacinta, profile 7)

6. All quotes from the qualitative surveys are authors’ translations.
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In the context of COVID-19, interviewees mention the loss of purchasing power as a consequence of
inflation or the absence of bargaining agreements in the case of formal wage earners. Only among
informal workers from profile 7 and those from profile 3 is there an explicit reference to the effects of
COVID-19 on their work activity and income. This is because all the other profiles were able to bene-
fit from aid to offset the effects of the health crisis. Small employers have received a specific benefit
targeting small and medium-sized enterprises; formal self-employed and independent workers (ei-
ther themselves or a family member) received the IFE (Ingreso Familiar de Emergencia); and those who
aresalaried in the private sector received ATP (Asistencia de Emergencia al Trabajo y la Produccion) which

is a public support program ensuring the payment of part of the wages of formal workers.

Self-perception of class

Interestingly, interviewees from the seven profiles identify with the middle class but express differ-
ences in the social group which is taken as a reference for comparison. Profiles1, 3 and 7 compare
themselves with the poorest group (that they associate with recipients of social benefits) and con-
sider themselves as middle class, mainly because they do not lack food. However, given their diffi-

culties in making ends meet, they refer to the lower middle class to characterize their social position-

ing.

Comfortable? No, | don't know if that’s the word. I'm fine, I'm fine. | see that there are people
who are very bad (...) Not at the top. We are not poor, we are not poor, because the truth is that
thereare people worse off. We survive: we can pay the electricity, we can pay for things. Without

luxuries. (Dilma, profile 3)

Conversely, interviewees from profiles 4 and 5 and to a lesser extent from profiles 2 and 6 compare
themselves with the upper social group, which they identify with the big businessmen and "the rich”.
They consider themselves as members of the middle class because they "do not live off rents, prop-

erties or investments” but depend on their work to subsist.

Intergenerational mobility
When comparing themselves with their parents, all interviewees refer to the educational level they
have attained. Broadly speaking, they declare being better off, either because they completed sec-

ondary or highereducation (profiles 4 and 5), or because theireducational background allowed them
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to access a more qualified and better-paid job (profiles 2, 3 and 7). Given that they come from fami-
lieswith a low socio-economicstatus, when they compare themselves with their parents, those from
the latter profiles mainly consider the improvements in living conditions, in terms of housing and
educational opportunities offered to their children. No interviewee report regression in their living
conditionsin comparison to those of their family of origin. The respondentsalso all declare that their
parents value their socio-economic trajectories positively, even those from the lower components of

the middle class (profiles 3 and 7) mostly because they were able to achieve economicindependence.

1.4.2.2 Consumption and financial behavior

Consumption patterns

Broadly speaking and in a somewhat paradoxically way, the respondents define themselves as "anti-
consumer” and "austere”, but view consumption as essential. However, this shared opinion hides
strong contrasts across profiles regarding consumption patterns and practices. Three types of con-

sumption patterns may be highlighted.

(1) High-quality and diversified consumption are observed in the upper components of the middle
class (profiles 4 and 5) and characterized by the consumption of top brands, gourmet and organic
products, frequent trips (both domesticand abroad), eating-out practices, car (high-end, and/or fre-
quently changed and/or more than one), private education or public education with extracurricu-
lar activities (English, sports, arts, etc.), and at least one domestic employee. Among interviewees
from profile 5, cultural consumption also stands out. No restriction in consumption was observed
in recent years (in relation to the economic crisis or the pandemic) with the exception of reduced
expenditure on “social life” due to the lockdowns. In a nutshell, this type of consumption pattern
orientated towards increased consumption of superior goods that is primarily observed among the
upper segments of the middle class echoes the ideal-type of diversified consumption emphasized

by the literature dealing with middle classes in rich countries.

(2) Moderately-diversified consumption observed in the middle components of the middle class (pro-
files1, 2 and 6) and characterized by the consumption of second brands, sporadic eating out, domes-
tic trips ("to the coast” or inland), car (standard), private education (low cost, ‘parish’ type) and ex-

tracurricular activities ("with effort”). Some interviewees also declare that they have a domestic em-
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ployee. This type of consumption patterns could reflect a phenomenon of imitation of consumption
styles observed among the upper middle class. However, interviewees from these intermediate seg-
ments of the middle class mention adjustments in their consumption patterns in the last two years

that could reveal their (relative) vulnerability.

(3) Restricted consumption observed in the lower components of the middle class (profiles 3 and 7)
and characterized by the consumption of second brands, prioritization of food consumption, low-
cost public or private education, no extracurricular activities and no domestic employee. Intervie-
wees from these lower segments of the middle class mention significant adjustments to their con-
sumption in recent years and especially restrictions in their food consumption and prioritization of

irreducible expenditure (gas, electricity, internet, etc.) in the COVID-19 context.

Well, at home we usually drink soda and that has been cut out totally. And well, food... the
asado, obviously, was cancelled. The asado was the first to be cancelled. (...) Due to the fact that
they were quite expensive and with the economic situation we are going through, that there
were electricity increases, tax increases and many other things, we had to take drastic measures

to try to make ends meet with the income we have. (Florencia, profile 7)

Financial behavior

Although valued by all interviewees, the practice of saving depends on household’s income level.
Those from the lower middle class (profiles 3 and 7) declare being unable to save, unlike those from
the upper components of the middle class (profiles 4 and 5). Savingis also observed in profile 2, even
though the current economic and health crisis has reduced their savings potential. In general, the
practice of savings is linked to specific projects or objectives, such as going on vacation, remodeling
the house, acquiring or changing a car, buying ITC goods or acquiring land. Interestingly, the main
savings channel is the purchase of foreign currency and can be seen as a hyper-defensive investment

strategy and outside the conventional channels.

Concerning borrowing and indebtedness, three types of loans can be observed across the different
profiles. First, mortgage credits are long-term credits that have provided access to home ownership
in profiles 2, 4 and 5. According to the interviewees concerned, such long-term loans are not per-

ceived as indebtedness. Second, consumer credits are short-term credits taken out for two types of
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motivation. As observed among those from profile 3, they are taken "out of necessity”, either to pay
for "day to day” or to pay off a debt (electricity, hypermarket card). Respondents concerned experi-

ence debtas ”a burden”.

| took one [a loan] last year, but from a private individual. (...) It was a person who lent money.
(...) For me it was more of a burden than anything else. But | would not do it again. | prefer not
to, if | have, | have. And if | don't have, | don’'t have. (...) Because the interest, like tremendous.
Tremendous! (...) Forme, forexample, it suffocates me. It’s like aweight that | feel | can't breathe

when | have a debt. (Gabriela, profile 3)

These short-term loans can also be taken "by choice” to "fulfil dreams”. In this case, they are used to
refurbish the house or purchase/change the car. Such loans are observed among respondents with
medium income levels (profile 2) who do not experience debt as a pressure. For instance, Patricio
has several debts because he has taken out three loans from three different banks. In addition, his
wife took out a fixed-rate loan to purchase a car. However, these debts do not represent a burden, as
they are "planned debts”. Third, loans from home appliance chains or from ANSES (Administracion
Nacional de la Seguridad Social) are primarily dedicated to members of the lower components of the

middle class, especially those from profile 7.7

1.4.2.3 Housing, residential choices and security

Mostinterviewees live in theirown homes (33 interviewees) while only four are tenantsand three live
in their home of origin. Among these two latter categories, young people (between 25 and 40 years
old) are overrepresented. This sheds light on the difficulties faced by the youngest generations to
access property in a context of scarcity of mortgage loans. As a result, homeowners are mainly be-
tween 40 and 60 years old and have benefited from better financial and real estate market condi-
tions. They became homeowners through mortgage loans (5 respondents), family assistance (4), in-
heritance (2), and/or personal savings (3). Only one respondent from Tucuman in profile 2 accessed

housing through the Housing Institute (Institutodela vivienda).® Eventhe interviewees from the lower

7. ANSES is the principal administrator of social security and other social benefits in Argentina, including pensions,
family and childhood subsidies, and unemployment insurance. In 2017, ANSES launched a program aiming to provide
discounted loans for pensioners and beneficiaries of social assistance programs.

8. TheHousingInstituteis a provincial organization that conducts housing policies dedicated to the lowerand middle
classes, either by construction or by granting loans at very low rates (sometimes zero rates).
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components of the middle class (profiles 3 and 7) belonging to this age category have been able to
access property through an alternative and sequential strategy consisting firstin the acquisition ofa

land (sometimes with irregular tenure) and then in the progressive construction of the dwelling.

Exceptforthosein profile7,all respondents are satisfied with their housing, even ifthey would like to
make improvements to gain in "comfort” and "convenience” (profiles 2 and 3). In particular, intervie-
wees from Buenos Aires, who tend to live in apartments, declare that they would like to have a larger
space. The respondents are also satisfied with their equipment, especially regarding ITC. All have ac-
cess to computers, cell phones and internet (though with limitations for households in Tucuman due
to a “lack of coverage”). Our interviews also reveal that housing and residential choices are closely
connected to security issues. All interviewees declare that they feel "insecure” and consider that the
problem of insecurity has worsened in recent years. This perception is especially marked among in-
terviewees from Buenos Aires suburbs and Tucuman. In Tucuman, some respondents report armed
robberies in their homes, in their cars and pilfering. Moreover, the interviews show that women feel
more insecure and fearful in public spaces, especially at night. Some respondents also refer to the

implementation of neighborhood strategies to deal privately with security issues.

My area is unsafe. We were just talking yesterday with a neighbor. Now there are two police-
men, one on one corner and one on the other. (...) We have set up an alarm among all the neigh-
bors. Each one of us has a device for when we are in danger, and we pay a man who is riding a
motorcycle. (..) | have an automatic gate because otherwise you have to get off, openitanditis
unsafe. A lot of insecurity, you go back home with fear when you have to come back late and so

on. (Sandra, profile 2)

There are several interviewees who have considered or would like to move to a gated community
for greater protection of their family. Alejandro (profile 1) is the only one who already lives in a gated
community. He declares that he only feels safe in the gated community where he lives because it has

private security: "but if you step outside you feel unsafe, because that is how Argentina is, unsafe”.

1.4.2.4 Education and health

Education

Analysis of the interviews reveals that parents make the education of their children a priority, to
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which they devote a significant part of theirincome. Among those who send their children to a pub-
licschool, a distinction is made between those who do so “out of necessity” due to low-income levels
(profiles 3 and 7), and those who do so “by choice”, who usually also pay for extracurricular activities
(profile 5 and part of profile 1). Among those who send their children to a private school, a distinc-
tion is made according to the type of school: (1) dual schooling, characterized by English teaching

and sports activities (profile 4); (2) "parish” type, which is found in profiles 2, 3 and part of profile 1.

Another salient result is the very positive view of extracurricular activities (language courses, sports
and artistic activities) which is significant in all profiles. Nevertheless, and as expected, the access
of children to these activities is conditional on the income level, as families from profiles 3 and 7 are

not able to pay for such activities.

As in many Latin American countries, the evaluation of the Argentinean public education differs ac-
cordingtoschoolinglevels. Almostall respondents express an overall negative evaluation of primary
and secondary levels in opposition with a positive evaluation of the university level. The negative
valuation of public primary and secondary schooling is especially marked among interviewees from
profiles 2 and 3 who make great financial effort to send their children to privately managed schools

(in general, parish).

| tried to send them here to school. (...) | tried. The teachers never came. (...) The public school
here was very..., the children never had classes. So, the priority was to pay for the school. (...)
So, I made a sacrifice to send them to a private school. (...) | made the sacrifice only because |

wanted them to study. (Dilma, profile 3)

Despite criticisms of the quality of public education and demand for greater investment in this do-
main, all interviewees tend to express their attachment to the public education system that guaran-

tees access to education to all citizens.

Health

As for health, our interviews show that middle-class households do not usually turn to the public
health system. They choose to seek care through the social security system in the case of formal wage
earners and their families (profiles1, 2, 6 and most of those in profile 5), or through private coverage

in the case of small employers and those with higher income levels (profile 4 and two interviewees
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of profile 5). In fact, only informal workers and the self-employed (profiles 3 and 7) seek care in the
public health system. Nevertheless, it should be noted that even those interviewees try to pay for

private consultations due to their bad experiences in public hospitals.

As in the case of education, the interviewees have a positive view of the existence of a public health
system to which everyone has access. However, although all respondents recognize the good aca-
demic training and effort of health professionals, they criticize the quality of public health care in
terms of infrastructure, equipment and health worker pay. The lack of supplies, collapsed waiting
rooms and deteriorated buildings emerge recurrently in the interviewees’ testimonies, with such de-
ficiencies being attributed to the lack of publicinvestment. In this context, the inequalities between

private and public health care stand out, especially in the COVID-19 context.

In otherwords, it seems to me that we have a good health system, with good professional teams
and so on, but it seems to me that there is a great lack of investment and structural problems.
(..) There is a clear difference between the private health system and the public health system.

Because in the private health system you have the supplies. Jorgelina, profile 4)

1.4.2.5 Redistribution policies

Social assistance

Many interviewees regret that the State does not have policies designed to meet the needs of the dif-
ferent segments of the middle class and concentrates social assistance on the lower classes. Some of
them (in profiles 2,3 and 4) even perceive themselves as "abandoned” by the State. In fact, except for
the interviewees in profile 7 who benefit from State transfers, none of respondents refers to having
received public assistance, even though we must point out that some of them have received the IFE

in the context of COVID-19.

This does not mean that respondents advocate for lessening the transfers to the poorest. Regarding
public assistance mechanisms, in particular the AUH, all the interviewees agree that they should be
more focused on the "poorest”, "the vulnerable”, those who do not have enough to eat”. Beyond this
wide support for anti-poverty redistribution policies, there are differences in the evaluations that

can be summarized in two typical antagonistic messages. The first claims that anti-poverty public

transfers are "excessive” and "out of control”, they destroy the "work culture” because they discourage
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the search for work and encourage "living on social benefits”and “serve corruption”. People adopting
this view argue that State transfers should be "temporary” until beneficiaries "get ajob” and be given
under "consideration”. This view is strongly registered in profiles 1, 2 and 4, and, to a lesser extent, in

profiles3and 7.

For me they already help a lot. (...) | think we should make an exhaustive control and see the
people who really need it. (..) There are many people (..) who receive several benefits, and oth-
erswhoreally lackthem. (...) [t would be necessary to make a census, to know things well to see

what they lack. (..) | agree that they should be helped. (Dilma, profile 1)

The second view, registered in profiles 5 and 6, is strongly and unconditionally supportive of social
transfers both forefficacity ("lamin favor becauseit (...) allows the economy to move from the bottom
up”), and for equity purposes ("we must accompany the most vulnerable categories, those who need

this to be able to live, to be well”).

Tax system

Regarding the tax system, all the respondents agree that taxes are "excessive”, "unfair”, "unbalanced”
and”inequitable”. They all call for a greater degree of progressivity and support the idea of a "tax on
large fortunes” (levied on "the upper classes and "multinational companies”). This point is particu-

larly significant because it constitutes a meeting point between the interviewees of profiles 4 and 5

(i.e. from the upper middle class), who often tend to have antagonistic views.

Nevertheless, there are nuances that can be summarized in two typical views. The first view asserts
that taxes are "abusive”, "they take away” the fruit of effort and work, "discourage” work and "do not
let you move forward” (profiles 2, 3 and 4). The distributive mechanisms are also perceived as un-

fair because the money collected goes only to social benefits. This discourse is especially radicalized

among small employers and self-employed workers (profile 3).

| pay $43,000 in contributions for my two employees; their basic salary is $36,000. With what |
pay in contributions| could be giving work to one more person and generate more work. (...) And
| believe that there are a lot of companies in the same situation. (...) But tax collection is so high
that it does not allow us, because the more employees you have, the more expenses increase.

(Carlos, profile 3)
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According to the second view, taxes are useful albeit unequal (profiles 5and 6). Indeed, the problem

is not taxes, which are necessary to finance the State, but their regressive nature.

It seems to me that more should be collected in non-productive, financial activities. Everything
thatis financial speculation, | think that the State should regulate it and should take resources
from there so as not to encourage it, and that all that money could be used for productive activ-
ities (...) and for assisting the most vulnerable categories and the most vulnerable areas. (Hora-

cio, profile 6)

1.4.2.6 Democracy and governance

While all interviewees express their attachment to public services and State intervention, they also
point out failures in the functioning of democratic mechanisms. First and foremost, a very negative
view of corruption emerges in the interviewees’ accounts, regardless of gender, age, socio-economic
category, city or political orientation. As citizens, interviewees tend to consider themselves "victims”
of corruption and, importantly, corruptionis notassociated with a particular government butinstead

appears as a part of the Argentine political system and society.

I don't know if it was Cristina’s government, Macri’s or this one. There is always a bad bug there,
sticking his hand where it does not belong. (...) All of them had a level of corruption. All of them.
| don'tthink there is any one that has been spared. | don't know if it is the executive branch itself.

(...) Itis like that. (Silvia, profile 1)

In addition, all respondents declare that they distrust the police, the judiciary system or the press.
The police is considered by the respondents to be an institution marked by corruption; however,
some point out that corruption is concentrated in the highest ranks and identify the low wages of
the police as a possible explanation of corruption. Shortcomings in police training is recurrent and
those in profile 5mention the lack of trainingin human rights and genderissues. All the interviewees
also disapprove strongly the functioning of justice, but the criticisms do not necessarily refer to the
same aspects. Some relate the poor functioning of justice to the impunity of "the politicians” (profiles
1,2, 4 and 6); others to the impunity of the "upper classes”, in reference to big businessmen (profile
5); and others to the impunity of young delinquents (profile 3). For informal workers (profile 7), the

negative evaluation of justice is associated with its arbitrary and harmful nature for vulnerable cat-
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egories of society, such as the poor or women. The lack of independence from government and the
slowness of judicial processes are also criticized. Lastly, the message is fairly homogeneous among
the interviewees as regards the press which "does whatis convenient forit”, "is a liar”, "misinforms” in-

stead of "informing” according to respondents. Therefore, in general, they all adopt a critical stance

when reading the news in digital newspapers, social networks, radio or television.

1.5 Conclusion and discussion

The purpose of this study was to provide an in-depth analysis of the structure and dynamics of the
Argentinean middle class, to reveal its potential vulnerability and to examine the group’s behavior
and aspirationsin the context of recent crises. To do so, we adopted a two-step methodology combin-
ing quantitative and qualitative materials. Based on this innovative research design, our empirical

investigations enrich the literature on middle classes in Argentina at several levels.

First, our quantitative analysis confirms that the middle-income group (defined as households with
daily per capitaincome between US$10 and the 95th percentile of the income distribution) is largein
that it accounts for 77.5% of the urban population in 2018. In line with previous evidence (e.g. Boos
2020), our qualitative interviews also confirm strong self-identification with the middle class, which
brings contrast with similarsurveys conducted in otherdeveloping countries where self-identification
to the middle class is feeble (Clément et al. 2022). However, looking beyond this apparent homo-
geneity, our cluster analysis based on education and labor market characteristics reveals the strong
fragmentation of the Argentinean middle-class, with no less than five groups being identified. This
fragmentation largely echoes prior evidence (e.g. Galassi and Gonzalez 2012; Benza 2016) and may
hide a form of polarization. As a matter of fact, we were able to distinguish a clear upper middle
class composed of managers, professionals, employers and public employees, and characterized by
the highest occupations, stable employment status and high education levels and income. This up-
per middle class is often viewed as the historical middle class in Argentina (particularly the category
of publicemployees) and correlates with the managerial and professional class (clase professional y
gerencial) identified by the sociological literature (Sautu 2016; Boos 2020). At the extreme opposite,

the service employees, self-employed and informal workers form the lower and vulnerable middle
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class. They are characterized by relatively low levels of education and income, fragile (informal or

self-employed) employment status and lack of access to social security.

Second, our study sheds light on the recent dynamics of the Argentinean middle class. The analysis
of short-term income dynamics reveals that the increase of the middle-income group in the early
21st century was driven primarily by the expansion of the lower middle class as a result of sustained
economic growth, formal employment growth, real wages increases and anti-poverty social policies
(Dalle 2012; Ferreira et al. 2013). The predominance of the lower middle class within the middle-
income group undoubtedly explains why a large part of the middle class remains vulnerable during
crisis episodes, including the COVID-19 pandemic. Our qualitative results also highlight the fact that
informal workers and the self-employed are especially impacted and suffer from the fact that they
cannot benefit from the different support mechanisms. We also document how their vulnerability
pushes them to adopt various coping strategies, such as restricting their consumption. This vulnera-
bility of part of the middle class has been largely documented in the economic and sociological liter-
ature, especially in the specific context of the 2001-2002 crisis (Ozarow 2014; Galassi and Gonzalez
2012). Our investigations, based on recent crises, confirm that macroeconomic instability and expo-
sure to shocks are crucial determinants of the dynamics of the Argentinean middle class. It should
be noted however that even for the vulnerable components of the middle class, there is a clear per-

ception of upward intergenerational mobility.

Third, in line with existing evidence (Wortman 2010; Sautu 2016) our study emphasizes the persis-
tence of important socio-economic aspirational and behavioral markers of middle-class member-
ship in Argentina. Interviews could highlight number of shared aspirations regarding consumption
diversification, access to homeownership, search forsecurity or prioritization of education and health.
The unanimous rejection of corruption also stands out as a shared value. Such commonalities tend
to homogenize the middle class and may be viewed as part of its social identity. However, the adop-
tion of subsequent behavior in those domains is heterogeneous and remains highly constrained for
the lower segments of the middle class (informal workers, self-employed) but also for the youngest
regarding access to homeownership, which may prompt some forms of frustration. The education
domainis particularly illustrative of that. Due to their financial constraints, the lower components of

the middle class are not able to enroll their children in better-quality private schools or to pay for ex-
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tracurricular activities, and thus remain dependent on lower-quality public schools which offer less

opportunities of social mobility.

Fourth, our study highlights that the relationship between the middle class and the State is char-
acterized by loyalty and expectations. Although a clear divide between pro-State and pro-market
middle-class segments could be identified, the majority of the interviewees expressed their strong
attachment to the State, the importance of the provision of public goods as well as the necessity of
ambitious redistributive policies. The Argentinean middle class, even the pro-market segment, thus
appears to be moderately liberal. However, strong criticisms against the public policies that are ef-
fectively implemented are expressed. Redistributive policies are widely considered as unfair since
they favor those at the bottom while enriching those at the top. More progressive taxes and more
effective social policies (i.e. targeting the vulnerable components of the middle class) are expected
by all middle-class segments. People in the middle class also point to the poor quality of public ser-
vices, especially in the sectors of education and health. Moreover, our findings show that the lowest
components of the middle class largely depend on such deteriorated public services. These results
largely confirm those of Birdsall et al. (2014) on the strugglers, a notion that is put forward to de-
scribe the vulnerable middle class in Latin American countries. Birdsall et al. (2014) show that two
phenomena reinforce the vulnerability of this group. First, within the redistributive system, strug-
glers are "net payers” like the upper middle class and the wealthiest and unlike the poorest. They
benefit much less from public transfer programs than the poorest and are subject to high indirect
taxation. Inaddition, lacking the income level of the upper middle class and the rich class, strugglers
are more dependent on low quality public services, which could restrict their prospects for upward

mobility.
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APPENDIX

1.A Appendix A: Supplementary tables

Table 1.A.1: Characteristics of poor, middle-income class and rich households’ heads

Poor Middle-incomeclass Rich Total

(18%) (77%) (5%)
Education
No school orincomplete primary education 11.50 6.76 1.08 7.29
Primary education 27.16 21.21 2.99 21.29
Incomplete secondary education 2413 13.53 236 14.80
Secondary education 24.48 24.73 17.51 2430
Incomplete Superior education 6.97 13.30 14.77  12.27
Superior education 5.76 20.47 61.29 20.05
Occupation
Nojob (retirees, inactive, unemployed) 39.32 35.05 23.27 3517
Higher managerial and professional occupation ~ 3.49 13.78 36.52 13.18
Intermediate professions 3.20 11.15 2114 10.28
Service employees 32.24 23.58 9.66 24.36
Workers and craftsmen 21.74 16.44 9.41  17.00
Employment status
Retired / Pensioned 12.94 29.23 21.68 25.97
Other inactive / Unpaid family workers 26.41 5.86 208 9.28
Employees 40.03 48.70 57.67 47.65
Self-employed 19.24 13.53 9.47  14.31
Employers 1.39 2.68 9.08 2.79
Type of employer / Institutional sector
Nojob (retirees, inactive, unemployed) 39.30 35.10 2330 35.17
Private formal 31.42 4.7 49.69 40.33
Public formal 3.99 13.49 23.89 1237
Informal employment 25.27 9.75 315 1272
Multi-activity
No 56.90 57.60 58.40 57.53
Yes 3.80 7.30 18.30 7.30
Nojob (retiree, inactive, unemployed) 39.30 35.10 2330 3517

Notes: n=15,298. The middle class includes households with income between USD10 and the 95th
percentile of the income distribution. Source: Authors’ elaboration based on EPH data (fourth quarter,
2018).
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Table 1.A.2: Characteristics of clusters (characterization variables) derived from the mixed clustering

procedure
Group1l Group2 Group3 Group4 Group5 Total
(35%) (22%) (20%) (10%) (13%)

Region
GCran Buenos Aires 14.24 16.04 17.43 14.20 15.33 15.31
NOA 18.76 19.78 18.19 22.22 24.79 20.04
NEA 9.91 8.97 8.39 10.36 10.95 9.63
Cuyo 10.44 10.17 11.57 8.19 9.40 10.21
Pampeana 32.39 31.60 29.56 29.74 24.92 30.48
Patagonica 14.26 13.43 14.86 15.29 14.62 14.34
Gender
Male 42.59 64.05 79.64 64.16 56.66 57.53
Female 57.41 35.95 20.36 35.84 43.34 42.47
Social security
No payment for social security 7.46 25.85 27.44 8.10 1.35 14.02
Pay for social security 92.54 74.15 72.56 91.90 98.65 85.98
Split middle-income class
Low middle-income class 71.36 76.04 69.98 51.46 52.48 67.57
Middle-income class 22.84 19.42 23.50 34.59 32.52 2472
High middle-income class 5.80 4.54 6.52 13.95 15.00 7.7
Activity
Inactive/unemployed 100.00 0.00 0.00 0.00 0.00 38.16
Farming 0.00 0.76 1.21 117 0.19 0.51
Mining 0.00 0.48 248 1.17 0.26 0.68
Manufacturing industry 0.00 6.92 23.29 6.35 0.71 6.17
Electricity, gas, steam and air conditioning 0.00 0.24 1.26 1.67 0.13 0.45
Water, sanitation, sewer and waste sector 0.00 0.64 0.30 0.84 0.32 0.32
Construction 0.00 6.92 20.46 5.76 0.64 5.62
Wholesale trade, repair of motor vehicles 0.00 25.81 19.30 17.54 0.84 10.69
Transports and storage 0.00 10.53 5.81 3.51 0.58 3.67
Accommodation and catering 0.00 6.96 1.47 4.09 0.26 219
Information and communication 0.00 0.64 2.63 1.34 1.42 0.91
Financial and insurance activities 0.00 0.88 0.61 6.68 1.35 116
Real estate activities 0.00 0.92 0.45 0.58 0.13 0.35
Professional, scientific and technical activities 0.00 0.72 5.51 4.68 1.93 1.83
Administrative and support activities 0.00 3.78 2.83 2.09 3.35 1.95
Publicadministration, defense, social security 0.00 7.36 0.20 26.07 36.51 9.14
Teaching 0.00 3.50 1.16 3.68 34.00 5.85
Health and social services 0.00 2.21 212 6.35 14.94 3.47
Arts, entertainment and recreation 0.00 2.05 1.16 1.84 1.22 0.99
Other services activities 0.00 2.45 5.96 3.43 0.52 1.95
Household activity, domestic employment 0.00 14.88 0.45 0.00 0.13 3.27
Unknown 0.00 1.33 1.31 1.17 0.58 0.70
Mean of quantitative variables
Age of household head 66.3 44.1 47.4 45.7 43.5 53.2
Household size 2.3 3.1 3.1 3.1 3.1 2.8
Household activity rate 0.17 0.63 0.59 0.63 0.62 0.45
Household income per capita 12,249 11,354 12,240 15,412 15,480 12,811
Share of household global income from:
Main labor 0.209 0.850 0.840 0.909 0.866 0.612
Secondary labor 0.014 0.031 0.021 0.017 0.078  0.028
Non laborincome 0.777 0.119 0.138 0.074 0.056 0.360
Retirement / Pension 0.687 0.076 0.100 0.042 0.029 0.304
Publicaid 0.014 0.016 0.015 0.006 0.004 0.012
Private aid 0.056 0.021 0.015 0.020 0.019 0.033
Capital 0.016 0.004 0.006 0.006 0.003 0.009
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Other sources 0.004 0.002 0.002 0.000 0.001 0.002

Notes: n=11,668. The shaded cells identify the modalities that are statistically (at the 5% level) more represented
in the group considered than in the rest of the middle-income class. For quantitative variables, shaded (italic) cells
identify the means that are significantly higher (lower) than those of the whole middle-income class.

Source: Authors’ elaboration based on EPH data (4th quarter, 2018).
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Chapter

REDISTRIBUTIVE PREFERENCES AND TERRITORIAL

ANCHORAGE : THE CASE OF LATIN AMERICA

Abstract

Despite high socio-economic and territorial disparities, Latin America shows little polariza-
tion in redistributive demands between the richest and the poorest. This study relies on a
center-periphery approach to explore the role of geography in shaping citizens’ redistribution
preferences in the Latin American region, using nationally representative LAPOP opinion sur-
vey data from 16 countries between 2012 and 2018. A classification of respondents’ cities is
carried out to identify urban centers and peripheral areas, as well as their level of develop-
ment using remote sensing data. Findings reveal stronger demands for redistribution among
citizens living outside urban centers, and particularly those living in small cities and villages
in remote areas. Those living in the most developed areas on the periphery, and notably the
better-off citizens, are calling for more action from publicauthorities to reduce inequality rel-
ative to their counterparts in urban centers. On the other hand, the least affluent citizens
have declining redistributive demands that converge with those of urban centers. The analy-
sis shows that while there has been a decline in strong redistributive demand since 2012, the
gap in demand between the center and periphery has tended to narrow since 2016, but with
heterogeneous country-specific results.
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2.1 Introduction

The Meltzer and Richard’s (1981) seminal theory of the size of government predicts that redistribu-
tive pressures should increase with the level ofincome inequality, and by extension, should be higher
for the poorest (beneficiaries), and lower for the richest (contributors). In fact, as wealth increases in
the hands of a minority, it is in the interest of the majority of the poorest to put pressure on govern-
ments to ensure a fairer distribution of the wealth created. Yet, the relationship between the level
of inequality and support for redistribution is not so clear-cut. In her recent book, Cavaillé (2023)
shows that rising inequalities in Western countries since the Great Recession did not lead to higher
support for redistribution, especially among the worse-off. Support for redistribution has remained
stable in most countries over the past few decades, despite rising inequality, recessions and mass

unemployment.

This apparent paradox is even more pronounced in Latin America (LA), which is well-known for its
high levels of income inequality, but also of access to quality education and healthcare (Busso and
Messina 2020). A striking example comes from income inequality: in 2022, the poorest 50% held
7.5% of the national income before redistribution, while the top 10% captured almost 60% (instead
of 18% and 40% respectively for Europe).” Despite these high levels of inequality, redistribution
policies in LA do little to reduce the gap between the richest and the poorest. A comparison of abso-
lute redistribution levels—i.e. the difference between the pre-redistribution and post-redistribution
Gini indicators — between OECD and LA countries provides a good illustration (Figure 2.1). For fairly
similar levels of income inequality on the market, redistributive mechanisms in LA countries are
mostly ineffective (and even regressive for Honduras, Ecuador, Bolivia, and El Salvador) compared

with those in OECD countries.

At the same time, a large proportion of LA citizens are dissatisfied with the current income distribu-
tion, with around 8 out of 10 finding it unfair in their country.’® Busso et al. (2023) show that this
high level of dissatisfaction for eight countries —whether in terms of income, quality of education or

health, orjustice—also materializesin astrong general demand for redistribution. Nevertheless, sev-

9. See the World Inequality Database for 2022: https://wid.world/ (access inJuly 2024).
10. Average over the period 2001-2023 from the Latinobarémetro opinion survey: https://www.latinobarometro.org
(last access inJuly 2024).
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eral studies point that the poorest in the region are generally no more demanding of redistribution

from their governments than the richest (Dion and Birchfield 2010; Blofield and Luna 2011; Holland

2018).
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Figure 2.1: Redistribution in Latin America and OECD countries (2000-2020)

Source: Author’s elaboration based on the Standardized World Income Inequality Database 5.1 (SWIID) for
the period 2000 to 2020.

Note: Absolute redistribution refers to the difference between the pre and post Gini index. Chile, Colombia,
Costa Rica and Mexico are also OECD countries.

A large body of literature explores the determinants of citizens’ redistributive preferences (Guillaud
2013; Haggard et al. 2013), with most explanations of the underlying mechanisms based on the indi-
vidual level. Some sstudies highlighta potential biasin citizens’ knowledge of actual levels of inequal-
ity and their place in society and attempt to correct it (Kuziemko et al. 2015; Hoy and Mager 2021).
Cavaillé (2023) argues that a combination of fairness beliefs, self-interest, and the existing distribu-
tion level influences individuals’ redistributive preferences. This process of fairness reasoning can
sometimes lead to demands that are seen as paradoxical. Holland (2018) offers an explanation for
this phenomenon on a more aggregated scale. The author claims that the historically truncated na-
ture of welfare states in the developing world (through informal access barriers, exclusionary social
protection designs, and flat or regressive benefits) explains citizens’ lack of redistributive demands.

In particular, the author emphasizes citizens’ diminished expectations of the State’s ability to im-
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prove their conditions, especially among the poorest facing exclusion, explaining the low polariza-

tion of redistributive demands in society.

While citizens’ redistributive demands (or lack thereof) are influenced by many individual factors
depending on their level of wealth or life experiences, the geographical context in which individ-
uals evolve also appears to matter. The notion of “left behind” places, depicting unequal territorial
development, has become widely popular over the past decade as an explanation of citizens’ polit-
ical attitudes in a context of rising anti-system and extreme political parties (Rodriguez-Pose 2018;
Fiorentino et al. 2024). In a historical analysis, Cagé and Piketty (2023) study the political attitudes
and abstention of citizens in France. The authors stress that an explanation of political behaviors
based solely on a class struggle explanation is not sufficient, and requires a multidimensional and
spatial vision of social class. They introduce the concept of “geo-social” classes, which anchors indi-
vidualsin their specific territory with uneven and evolving territorial development.’ While previous
studies have examined the relationship between redistributive demands and urban-rural affiliation
or big-city residence (Haggard et al. 2013), little is known about the specific role of territory in shap-

ing citizens’ redistributive preferences, more specifically between central and marginalized areas.

This chapteraims to explore whether citizens’ redistributive demands are influenced by their territo-
rial anchorage, beyond individual characteristics. The analytical framework of this chapter has been
largely motivated by the latest contributions of Cagé and Piketty (2023), which place the geo-social
class atthe heart of the debate. On a much more modest scale, this work aims to extend the analysis
to the redistributive preferences of citizens in the (admittedly different) context of developing coun-
tries. Far from contradicting the relevance of analyses based on individual approaches, this present

study proposes to complement them at a more aggregated level of analysis.

This chapter relies on four waves (2012, 2014, 2016, 2018) of nationally representative opinion sur-
veys from the Latin American Public Opinion Project (LAPOP) on 16 LA countries, covering the vast
majority of the region’s inhabitants (excluding the Caribbean). Based on the geolocation of 1,108

respondent’ city centers, a center-periphery approach is adopted to reflect their relative position

11. The notion of “geo-social classes” was initially developed by Latour (2021) and Latour and Schultz (2022), consisting
in rethinking social classes as socio-ecological classes, taking into account their relationship and attachment to earthy
living conditions. Cagé and Piketty (2023) take up this concept more broadly, emphasizing the geographical dimension,
which also includes environmental issues and natural resources.
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within the territory. Each town is categorized according to its administrative role, population, dis-
tance from a populated area of over 100,000 inhabitants, and surrounding urban density. Primary
towns and their nearby suburbs are assigned as urban centers, while secondary cities and smaller
townsin remote areas are assigned as peripheral areas. In addition, remote sensing nighttime lights
data are mobilized to account for cities’ level of development. The median brightness level in each

group thus allows us to identify their relative development level, i.e. the 50% least developed cities.

The overall findings reveal that citizens located in peripheral areas are more likely to express strong
support for redistribution than those residing in urban centers. These results remain stable even
when controlling forsocio-economic characteristics orindividual perceptions (such as inter-personal
trust, perceived insecurity, or corruption). While the redistributive preferences of residents of small
citiesand villages in remote areas are generally the highest, citizens’ redistributive demands are sys-
tematically stronger for those living in the most developed peripheral areas (i.e. the brightest 50%
of each city group). Household wealth, measured by an indicator of disposable assets, also plays a
significantrole on redistributive demands in peripheral areas. Most of the redistributive differences
between peripheral areas and urban centers stem from individuals belonging to the second and last
terciles of the wealth indicator. Redistributive preferences from those in the bottom tercile remain
fairly similaracrosszones. These results suggest that differencesin the redistributive demands of cit-
izens in peripheral areas and urban centers do not seem to emanate from the poorest citizens, but
from a consumer class relatively well-endowed in durables, who could be assimilated to the middle

class.

Finally, the analysis reveals a noticeable evolutionin the redistribution preferences of the region’s cit-
izens over the period studied. While strong support for redistribution declined from 2012 onwards,
the center-periphery redistributive demand gap previously identified progressively narrowed after
2014. This reversal trend is particularly striking in the case of the least developed small cities and
villages in remote areas, but also among the poorest citizens. As expected, results are highly hetero-
geneous when the analysis moves from the regional to the national scale, demonstrating the impor-

tance of the local and regional context in determining citizens’ redistributive demands.

The results highlighted here do not claim to be causal, as many mechanisms are involved in shap-

61



ing the redistributive demands of individuals, which cannot be verified in this framework nor with
the data used. However, these results contribute to the literature on the determinants of redistribu-
tive preferences in developing countries, and do shed light on the importance of geographical and
territorial factors in explaining the paradox of redistributive preferences in LA, in addition to indi-
vidual factors. The general decline in redistributive demand conceals two distinct trends. On the
one hand, the demands of the poorest people in peripheral areas are diminishing and converging
with those of urban dwellers. On the other, the redistributive demands of other wealthier citizens
in peripheral areas remain higher than those of urban dwellers. These behaviors seem to explain at
least part of the low polarization of redistributive demands in the region, suggesting a form of fatal-
ism for the poorest. A growing literature on urban-rural linkages emphasizes the role of secondary
cities within territories in enhancing economic growth and achieving poverty reduction (Berdegué
et al. 2015; Christiaensen and Kanbur 2017). Adopting public policies favoring small and medium
sized towns outside the major urban centers could help meet citizens’ redistributive expectations

and rebuild citizens’ trust in their political representatives, where much work remains to be done.

The rest of the paper is structured as follows. Section 2.2 briefly discusses the role of geography on
citizens’ attitudes, and more specifically on the formation of redistributive demands. Section 2.3
presents the data and the methodology adopted. Section 2.4 describes the estimation strategy. Sec-

tion 2.5 presents the main results, and Section 2.6 concludes.

2.2 Therole of geography in citizens’ attitudes

The uneven development of territories has been widely discussed in geographic economics, at least
since Lipton’s (1977) pioneering work on the urban bias of the development process. It states that in-
vestment choices made by policymakers tend to prioritize urban and industrial areas at the expense
of rural territories, with adverse consequences for economic growth and poverty reduction in these
areas in developing countries (Bezemer and Headey 2008), or more specifically in LA (Berdegué et
al. 2011). Ferré etal. (2012) have extended the urban bias reasoning by showing a metropolitan bias in
developing countries, favoring very large cities over smaller and medium ones, in which most urban

poor reside. Their analysis, based on eight developing countries (including Brazil and Mexico), sug-
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gests an inverse relationship between city size and poverty levels, where the largest cities have the
greatest availability of services and infrastructure. A more recent study by Gémez-Lobo and Oviedo
(2023) also confirms the extent of these spatial inequalities in the LA region compared to other re-
gions of the world, notably between urban—rural areas, but also within small urban areas or on the

outskirts, where poverty and informality are prevalent.

Uneven territorial development also affects for citizens’ perceptions, trust and political attitudes.
Cérdova and Layton (2016) provide evidence that contextual factors shape citizens’ trust in local rep-
resentatives in El Salvador. They find that high neighborhood income inequality undermines local
governance and increases distrust in local government among the poor. Their results, in line with
the Fairness Heuristic Theory (Van den Bos 2001), reveal that individuals mainly draw on the most
salientinformation from theirlocal social context tojudge the distributive fairness and performance
of their elected representatives.'”? Bland et al. (2023) also show that geography influences the ac-
countability of political representatives in the LA region. Citizens in remote areas are less likely to
turn their dissatisfaction with public services into sanctions against nationally elected officials than
their urban counterparts, despite a lower quality of public services in rural areas. A similar study
carried out in the African context for 17 countries reveals analogous results (Brinkerhoff et al. 2018).
Regarding redistributive demands, Haggard et al. (2013) find in a cross-country study of 41 develop-
ing countries that while income is a key factor in citizens’ redistributive preferences, the latter also
vary greatly according to other factors such as occupation, unionization, and the place of residence.
In particular,job opportunities and urban cultural influence can explain the differences in redistribu-
tive preferences between large cities and rural areas. These results, suggestingan urban—rural divide
incitizens’ attitudes, are also well illustrated in the work of Gimpel et al. (2020) for the case of the US.
These authors conclude that spatial location plays a key role in determining and structuring political

opinions.

Other studies dealing with territorial disparities also add the notions of center and periphery, distin-
guishing attractive, dynamic territories (in economic, political, and cultural terms) from marginal

or excluded areas. Treib (2021) argues that the (perceived) increase in spatial inequalities between

12. The Fairness Heuristic Theory posits that in cases where information is not fully available, people rely on simple
heuristics or mental shortcuts to assess fairness (Van den Bos 2001).
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core and periphery territories has consequences on people’s political attitudes in Europe, and ex-
plains the rise of euroscepticism in several countries such as France, the UK, Italy or Poland. With
different words, Rodriguez-Pose (2018) also shows that territories lagging behind or with “no future”,
have been the main sources of popular revolts and contributing to the rise of political populismin Eu-
rope or the US. These territorial disparities also have repercussions on citizens’ preferences in terms
of public policy. Using a center-periphery approach, Arndt et al. (2023) identify a cleavage in sup-
port for environmental policies (taxation, energy transitions) in Western Europe, between citizens
in metropolises and those in small towns or rural areas, the latter being the most reluctant to adopt

them.

Thus, one explanation for the low polarization of redistributive demands between the richest and
poorest citizens in Latin America could lie in the spatial or territorial factor, beyond the multitude of
individual factors. While the link between redistributive preferences and urban-rural residence has
been documented (Haggard et al. 2013), the differentiation between central and peripheral areas,
where economicattractiveness, employment opportunities and productive structures differ, has not
been studied in the region to the best of my knowledge. The definition and contours of the concept
of periphery, originating from geographic economics, can be the subject of debate in the literature
(Kithn 2015; Pugh and Dubois 2021)." Although these are beyond the scope of this study, it is worth
clarifying its meaning throughout this chapter. As the aim of this study is to explore the role of the
center-periphery divide on citizens’ redistributive preferences on a regional scale—including a large
number of cities in different countries —, the categorization of territories will be mainly based on
geographical or urban aspects (distance to large city, population, administrative role) for practical
reasons and data availability (more details about the method in the next Section 2.3). Neither the
historical or political dimensions of territories, nor their evolution, will be addressed here. Neverthe-
less, this approach makes it possible to consider territorial disparities more precisely than an urban-

rural or city-size distinction.

Irrespective of individual characteristics, there are reasons to believe that territorial and spatial fac-

tors could influence citizens’ redistributive demands. Based on the literature, two main hypotheses

13. For instance, between the terms periphery and peripheralization. Periphery refers mainly to a static geography
notion such as distance from a center (large city), whereas peripheralization describes a dynamic process with social,
economic or political relations that have spatial implications (Kithn 2015; Pugh and Dubois 2021).
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can be postulated. The first hypothesis (H7) is that citizens’ redistributive preferences in peripheral
areas mightbe higherthanthose of those located in urban centers. The potential urban or metropoli-
tan bias of investment decisions, particularly in terms of public services and infrastructure, should

increase the feeling of unfairness among citizens, leading to higher redistributive demands.

H1: Citizens in peripheral areas, due to the urban bias in public investments, are more likely to have stronger

redistributive demands than those in urban centers.

The second hypothesis (H2), related to the diminished expectations theory developed by (Holland
2018), could precisely produce the opposite results. In fact, strong spatial inequalities between terri-
tories could reduce redistributive demands of citizens outside urban centers, due to lower expecta-

tions of the State’s ability to effectively redistribute resources.

H2: Citizens in peripheral areas have lower redistributive demands than their counterparts in urban centers

due to lower expectations about the State.

Other factors interacting with the center-periphery divide could also generate alternative outcomes.
Firstly, the diversity of contexts in which individuals evolve could affect citizens’ perceptions and de-
mands (Cordova and Layton 2016). Consequently, cities’ size and development level should also in-
fluence citizens’ redistributive preferences. Secondly, individual characteristics, particularly house-
hold wealth, could influence redistributive demands according to their center-periphery situation

(Haggard et al. 2013). Thus, the effects of these potential interactions will be verified subsequently.

2.3 Dataand methodology

2.3.1 Maindata

Several database are used to examine the link between citizens’ redistributive preferences and their
urban-peripheral territorial anchorage. First, this study draws on four waves (2012, 2014, 2016, 2018)
of the LAPOP survey, which has full regional coverage and is nationally representative. The survey

measures democratic values and behaviors in the LA region by using national probability samples
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of voting-age adults.”* Common questionnaires and standardized techniques allow for comparison
across countries and over time. The sampling frame covers the entire eligible voting population
in the main regions of the countries studied, and each person has an equal chance of being inter-
viewed its own country, regardless of ethnicity or geographical area.” Data from 16 LA countries
(Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras,
Mexico, Nicaragua, Panama, Peru, Paraguay and Uruguay) are used in the analysis, representing
nearly all the main countries in the region in terms of demographics or economy, except for the
Caribbean. Venezuelais notincluded in the analysis due to lack of data after 2014. All selected coun-

tries are surveyed in the four waves.

Due to the anonymization of data promised to participants, precise geolocation of respondents is
not directly possible in the LAPOP survey. However, it is possible to obtain the municipio —the small-
est administrative scale —to which the respondent belongs.'® Then, each respondent is geolocated
from the center of the municipio’s main city, as declared in the survey. The GeoNames geograph-
ical database is used to locate towns and villages in the LA region. GeoNames is an open source
and user-editable database freely available which contains over eleven million unique placenames
worldwide."” The database provides information about cities and populated places such as their ge-
ographical coordinates, population estimates, or their administrative role. Each respondent is ge-
olocated according to the city center of the town declared in the survey. Figure 2.2 shows the geo-
graphical distribution of the LAPOP survey respondents (2012, 2014, 2016 and 2018). 1,108 cities are
geolocated across 16 LA countries, with 86% of them present in all four waves. The countries where
the survey covers the largest number of cities are Peru (157), Mexico (114) and Brazil (111), while those
with the smallest are Nicaragua (46), Panama (30) and Costa Rica (29). While this method does not
allow us to pinpoint exactly where the respondent lives (in the center of the main city, on the out-
skirts or in a small village), it does identify the geographical context in which the respondent lives,

while maintaining a fairly good geographic dispersion within the countries studies.

14. The questionnaires for these four waves are very similar, ensuring strong comparability. The 2008 and 2010 waves
are not used here due to differences in city coding. Wave 2021, very different due to the COVID-19 epidemic, is not in-
cluded in the analysis, nor is wave 2023, due to the absence of important variables from the model.

15. More details in the LAPOP survey methodological notes (https://www.yvanderbilt.edu/lapop/survey-designs.php).

16. However, this information can vary from country to country. In some cases, it is possible to obtain more precise
information, such as the city of residence or the district relative to a large city.

17. Lastaccess in May 2024 (https://www.geonames.org/).
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Section 2.3 Data and methodology

]
1000 km

Figure 2.2: Cities of LAPOP survey respondents
Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016 2018) for 16 countries (Argentina, Bolivia,
Brazil, Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay,
Peru, Uruguay).
Note: N =1,108. Each red dot corresponds to the main city of the municipio to which the LAPOP survey respondent
belongs during the period covered. Countries shown in gray are not included.
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2.3.2 Center-periphery measurement

In LAPOP data, information on respondents’ home town does not allow us to identify places located
near or far from an urban center. Only two variables describe the city to which the respondent be-
longs, a binary urban-rural variable and a categorical variable defining the city size (national capi-
tal, large city, medium-sized city, small town, rural area). However, definitions of urban and rural
places are not common across countries, nor are definitions of city size. Similarly, a town classified
as “small” or “medium” in the suburbs of an urban center is not different from a town with similar
size but located in a remote area. Yet, the distance from a major metropolitan area has a substan-
tial influence on the economic, social and cultural context in which the respondent lives (Gimpel et

al. 2020), which may also influence individuals’ redistributive demands.

Based on previous geolocation of respondents’ city centers, it is possible to identify towns and vil-
lages far from major urban centers, by constructing a first binary center-periphery indicator. First,
in each country, primary cities, defined here as a country’s most populous cities with a major ad-
ministrative role (mainly regional or state capitals, and cities with more than 100.000 inhabitants),
are considered as urban centers.’® Because of their size, population density and economic activity,
metropolitan areas often have a higher bargaining power with the State than other territories, with a
disproportionate allocation of resources (Ferré etal. 2012). Second, a multiple correspondence anal-
ysis (MCA) is performed in each country to help differentiate the other cities according to two crite-
ria: the distance to a city greater than 100.000 inhabitants, and the average distance from the three
neighbouring towns of more than30.000 inhabitants. The first identifies whether the respondent’s
reference town is far from a densely populated place, and the second assesses the surrounding ur-
ban density (more details about the methodology in Appendix 2.A)." Based on the score obtained
from the MCA, a cluster analysis is performed to help form groups of homogeneous cities according
tothe criteria used. Amanual check of the clustersis carried out to identify any classification errors or
particular geographical contexts. Cities in the extended metropolitan area or in close geographical

proximity are also included in the urban center category, as they are generally strongly economically

18. The City Population website is also used to complement population estimations. It uses the latest censuses or the
most recent official population projections for the main cities of each country (see: https://www.citypopulation.de).

19. The Stata package geonear is used to calculate the geodesic distance between the respondents’ city centerand the
nearest urban center. The GeoNames database identifies all places greater than 15.000 inhabitants for each country.
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dependenton, or benefitdirectly from, the infrastructure and services of theirassociated metropolis.

The other towns and villages are therefore considered to be peripheral or geographically remote.

Table 2.1: Distribution of LAPOP respondents by city category

(a) Share of total (b) Share of total

City category number of cities (%) respondent population (%)

Panel A: Binary center-periphery

Urban centers 39.0 50.7
of which suburbs 17.1 17.1
Periphery 61.0 493
Panel B: Categorial center-periphery
Urban centers 39.0 50.7
of which suburbs 17.3 16.1
Secondary cities 18.8 17.1
Small cities or villages 422 32.2
Observations 1,108 103,098

Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016 2018) for
16 countries (Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador, El Salvador,
Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay).

Note: Weights provided by LAPOP are used for cross-country comparisons in column (b).

A second indicator, decomposing the previous binary center-periphery indicator, is constructed to
distinguish peripheral cities by size. Indeed, living in an isolated but medium-sized town could be
different from livingin asmall, more remote village. Three groups are thus identified: urban centers
and nearby suburbs, secondary cities, and smallervillages in remote areas.?° Thus, cities categorized
as secondary will generally have a population in excess 0of 30,000-40,000, up to 100,000-120,000 al-
though this may vary according to country and geographical context.?" For an illustrative purpose, a
city of 100,000 inhabitants directly connected to a larger regional capital will be considered as a sub-
urb of alarge urban centerarea, while amoreisolated city with roughly the same population without
primary administrative role will be considered as a secondary city. Table 2.1 shows the proportion
of cities in the different categories, and the relative importance of each group in the total sample,
while Figure 2.3 shows the distribution of urban-periphery cities for the LA region.?? As shown be-
low, roughly half of the respondents are located in urban centers, the other half in peripheral areas.
When decomposed by city type, around a third of respondents in urban centers are in the inner sub-

urbs, and two-thirds of those classified as living in peripheral areas are in small towns and villages.

20. Additional results also test the exclusion of suburban cities from the group of urban centers, treating them as a
fourth distinct group (Appendix 2.B Figures 2.B.1to 2.B.4, and Table 2.C.3 in Appendix 2.C).

21. Given the small number of large cities in Panama or Uruguay, this limit may be lower than in Brazil or Mexico.

22. The proportion of respondents by city category for each country is available in Appendix 2.A Figure 2.A.1). Further-
more, all the country-level maps are available in Appendix 2.D.
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CHAPTER 2 — REDISTRIBUTIVE PREFERENCES AND TERRITORIAL ANCHORAGE

Urban centers
Primary cities
Suburbs and outskirts
Periphery
Secondary cities
Small cities or villages

Figure 2.3: Classification of cities in Latin America (LAPOP survey)
Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016 2018) for 16 countries (Argentina, Bolivia,
Brazil, Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay,
Peru, Uruguay).
Note: N =1,108. Each red dot corresponds to the main city of the municipio to which the LAPOP survey respondent
belongs during the period covered. Countries shown in gray are not included.
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2.3.3 City development measurement

While individuals’ redistributive preferences may be influenced by their peripheral location in rela-
tion to urban centers, the level of wealth or development in which they live may also be a determin-
ing factor, in particular according to the availability of infrastructures and public services in the area.
However, obtaining information about wealth at the city level from official sources is not possible
for most countries in the LA region, nor for the time period studied. Then, a proxy for city wealth is
obtained with remote-sensing data. Global nighttime lights data collected by the NASA/NOAA Vis-
ible Infrared Imaging Radiometer Suite (VIIRS) provide satellites-based visualisation of brightness
levels across the earth’s surface.?? The VIIRS V2.1 database provides annual time series (2013-2021)
produced from monthly cloud-free average radiance from orbital segments with a15-arc second res-

olution, corresponding roughly to 500m at the Equator (Elvidge et al. 2021).

The use of nighttime lights (NTL) data is widespread among researchers in social sciences, particu-
larly economics. Light intensity can be used to approximate the level of economic activity as a proxy
forthe level of local developmentorwealth. Inthe absence of disaggregated data for most regions of
the world, or for different years, several studies have shown that NTL data are positively associated
with human developmentindicators (Bruederle and Hodler 2018), and are effective to track poverty-
reduction effortsin specificareas (Andreano etal. 2021). In particular, Pérez-Sindin etal. (2021) com-
pareseveral NTLdata sources for the case of Colombia, and conclude that these data are a good proxy

for municipal development level, with VIIRS data offering the best level of prediction.

Thus, the average radiance over a distance of Tkm around each geolocated point, corresponding to
a city center, is calculated to approximate the level of economic activity in the area, as proxy for the
locality’s level of development.?* To take account of differences in size, cities of each country are
thus differentiated according to the median brightness level for the category to which they belong,
as urban centers (including primary cities and nearby suburbs) or periphery (secondary cities and
smaller cities or villages in remote areas). The City’s Relative Development (CRD) indicator takes

the value 1 if the city belongs to the 50% least bright cities in its category, indicating relatively low

23. The VIIRS V2.1 database is available at the following address: https://developers.google.com/earth-
engine/datasets/catalog/NOAA_VIIRS_DNB_ANNUAL_V21#bands.

24. The chosen distance of Tkm, though arbitrary, allows us to calculate the luminosity of a city center over an area that
is neither too large nor too small. Other thresholds are used in Appendix 2.C.4 for the main results.
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economic activity, and 0 otherwise for cities with relatively high economic activity. To illustrate this,
Figure 2.5 depicts the NTL data applied for the bay of Sao Paulo and Rio de Janeiro for the period

2012-2018, as well as the city classification of LAPOP survey respondents for this area.

2.3.4 Redistributive preference measurement

In LAPOP data, the measurement of redistributive preferences is based on the following statement:
“The government should implement strong policies to reduce inequality between the rich and the
poor”, where respondents are asked to give a score on a Likert scale from 1 (strongly disagree) to 7
(strongly agree). Figure 2.4 shows the distribution of redistributive preferences for the LA region
from 2012 to 2018. Support for redistribution is strong, especially before 2014, corresponding to the

period of significant reduction in income inequality, i.e. during the 2000s.

Average score 6-7
Strongly agree

N WA OO

Share of individuals

Strongly disagree
Average score 1-5

LAPOP waves

Figure 2.4: Support for redistribution in Latin America over time

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =99,490. The question asked is the following: “The government should implement strong policies to reduce
inequality between the rich and the poor”. Weights provided by LAPOP are used for cross-country comparisons.
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In 2012, almost one in two LA citizen strongly supports (score of 7) the need for governments to re-
duce inequalities between the richest and poorest, and almost 7 out of 10 when those answering
a score of 6 are included.?” While the share of individuals scoring 6 remains quite stable during the
whole period, the maximum redistribution score began to fall in 2014, although it remains relatively
high (around 36%). All other scores, indicating weaker support for reducing inequality, follow a simi-
lartrajectory and increase slightly after 2012. This recent downward trend in redistributive demands
in the region has also been highlighted by Franetovic and Castillo (2022). While there may be sev-
eral reasons for this, the exhaustion of social models in many of the region’s countries over the pre-
vious decade, based on the implementation of “easy” social policies (targeted transfers, basic social
protection) without entering into the “hard” stages of redistribution (quality of public services, un-
employmentinsurance) may explain this weakening of redistributive demands, particularly among

the middle and wealthier classes (Holland and Schneider 2017).

Given that the aim of this analysis is to differentiate individuals in favor of more redistributive poli-
cies, the original variable will be recoded in a binary form, taking 1 when respondents attribute a
score of 6 or 7, and 0 otherwise. Both scores on a 7-point scale reflect a strong desire for change on
inequality issues. It should be noted, however, that the question posed remains very general, and
does notallow fora more precise understanding of the redistribution method that may be employed
by policy-makers (pre- or post-redistribution). This is a recurring problem in research into redis-
tributive preferences, ignoring the dimension of fairness which alter people’s preferences (Cavaillé
2023). This drawback could overestimate the real proportion of individuals supporting redistribu-
tion. Busso et al. (2023) show in particular that when individuals are asked about more specific
policies to be implemented to reduce inequality, support for redistribution weakens, although this

largely depends on the national context.

When the analysis moves from the regional to the national level, there are clear disparities in citizens’
levels of support for redistribution between countries (Figure 2.6), in line with the results of Busso
etal. (2023). In half of the countries selected for 2012, 7 out of 10 citizens are strongly in favor of re-

distribution (6 and 7), with Uruguay, Nicaragua, and Paraguay leading the way. Conversely, Bolivia,

25. Citizens’ redistribution demands for 2008 and 2010 are very similar to those for 2012. However, they are not pre-
sented here as they are not used in the analysis for the reasons given in Section 2.3.1.
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Honduras and Guatemala show the lowest support (around 53%). The situation in 2018 is very differ-
ent, with a drop in redistributive demands in all countries except Costa Rica, where support s rising

significantly. The share of those strongly against more redistribution (1and 2) increases in almostall

countries, to around 10%.

Uruguay |- i

LK

Nicaragua {---#---&t

Paraguay {--# &=

El Salvador | i)

Panama {-‘®---B

* e e

Argentina |-
Chile

Strongly disagree (1-2) in 2012
Strongly agree (6-7) in 2012
Strongly disagree (1-2) in 2018
Strongly agree (6-7) in 2018

o
* ¢

Brasil {--® ]
u

o o0 e n

Colombia

* e

Mexico |-®--E

Costa Rica {-+El *

Ecuador |-+ = L 2
*
*

Peru |-® =

]
v
*

Guatemala |-

Honduras =

* e

Bolivia '+ m----e

0 A 2 3 4 5 6 7 .8
Share of individuals

Figure 2.6: Support for redistribution by country in 2012 and 2018

Source: Author’s elaboration based on the LAPOP database (2012 and 2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,

Uruguay).
Note: The question asked is the following: “The government should implement strong policies to reduce inequality be-

tween the rich and the poor”. Respondents who strongly agreed answered 6 or 7, and those who strongly disagreed
answered 1or 2. Weights provided by LAPOP are used for cross-country comparisons.

2.4 Estimation strategy

To investigate the relationship between geographical periphery and individuals’ redistributive pref-
erences and test the previously exposed hypotheses, a probit regression model is used to consider

the binary form of the dependent variable, i.e. high support for redistribution. The associated speci-

fication is of the following form:

P(Yl = 1) = (D(ﬁlperipheryi + ﬁZCRDl =+ QXI', + 1’]1' + 171’ + 61') (21)

With P(Y; = 1) the probability that an individual strongly support inequality reduction between

the rich and the poor (a 6 or 7 on the Likert scale), and ® the cumulative distribution function of the
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standard normal distribution. The Periphery; variable corresponds to one of the indicators defined
previously, either the binary indicator (1 if living in a place outside an urban center, 0 in a primary
city or close suburb), or the categorical indicator (1 if living in a secondary city, 2 in a small town or
village in a remote area, and O in a primary city or close suburb). The variable CRD; corresponds
to the City’s Relative Development indicator that takes the value 1if the city is among the 50% least
developedcitiesinits category (i.e. belowthe group’s brightness median), according to the periphery
indicator used. A specification with an interaction between the periphery and CRD indicators will

also be proposed later.

X/ is a vector of control variables that influence individuals’ redistribution preferences often sug-
gested in the literature.?¢ A first group of variable includes socioeconomic variables such as gender,
age and its squared, employment status (working, unemployed, student, at home without job, re-
tired and disabled), occupation (publicemployee, private employee, employer, self-employed, inac-
tive), education level (from primary incomplete to post-secondary education), and whether house-
hold income has fallen over the past two years. A second group of control variables adds experience
and perception variables such as having witnessed corruption by a public employee in the previ-
ous year, perceived safety and interpersonal trust in the neighborhood, whether participated in a
demonstration during the year, perceived political knowledge of the individual, and participation
in religious events. Furthermore, a Household Wealth Index (HWI) is constructed from a MCA of
household durable goods, then divided into terciles corresponding to the poorest, middle and rich-
est groups, as a proxy forincome.?’ This indicator allows us to identify a goods-consuming class that
can be likened to a middle class. On the other hand, it is difficult to differentiate the wealthiest cit-
izens on the basis of the durable goods available in the survey, as we have no more precise informa-
tion on luxury goods or real estate assets. Finally, country #;; and year #; fixed effects are included,
and the error term is clustered at city level to accounts for potential intra-city correlation between

individuals.

26. The descriptive statistics table can be found in Appendix 2.C.1

27. The HWI is constructed for each country and each survey wave to take into account the national context and
changes in the use of goods over time. The list of durable goods is as follows: refrigerator, conventional telephone, cell
phone, number of vehicles (none, one, two and more), washing machine, microwave/oven, computer, internet in the
home, indoor plumbing, indoor bathroom, television (none, television, flat screen), and a motorcycle. For 2012, only the
internetitem is not available.
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2.5 Results

2.5.1 Thecenter-periphery divide

Results of the relationship between individuals’ territorial anchorage and redistributive preferences
are shown in Table 2.2. All coefficients correspond to marginal effects and their respective standard
deviations. Specification (1) tests the relationship between the binary urban-periphery indicatorand
strong support for redistribution, including socio-economic controls and year and country fixed ef-
fects. Specification (2) adds all experience and perception controls that may affectindividuals’ redis-
tributive demands. Finally, specifications (3) and (4) decompose the periphery indicator, taking into

account differences in city size in peripheral areas (secondary cities, small villages).?®

The results reveal a positive and significant relationship for all specifications between living outside
a major urban center and strong support for reducing inequalities in LA, for the period 2012-2018.
The coefficient associated with the binary peripheral variable of interest (column 1) is significantly
different from zero at 1% level, and remains stable with the inclusion of additional control variables
(column 2). However, the magnitude of the effect is relatively small. All other things being equal, cit-
izens living in peripheral areas are 2 percentage points more likely to strongly support redistributive
measures than those living in or near major urban centers. For the CRD indicator, a relatively lower
level of urban developmentis also positively correlated (significantat10% level) with stronger redis-
tributive demands. Citizens living in the 50% least developed cities (with the lowest level of bright-

ness) tend to ask for slightly more redistribution than those living in the most developed ones.

When the periphery indicator is decomposed according to city size (columns 3 and 4), results remain
similar and show that citizens in both secondary cities or small villages are more likely to strongly
support redistribution, although the coefficient is higher for the latter sub-group. The decomposi-
tion of the indicator according to city size renders the CRD indicator insignificant, suggesting that
the previous relation was mainly linked to a city size effect. These initial results run counter to those
of (Haggard et al. 2013), who found that citizens of big cities in 41 developing countries (including

9in LA) are more supportive of redistribution than the rest. However, the definition of major urban

28. Additional results use the original coding of the dependent variable of redistribution preferences (scale from1to
7) using an ordered probit model. The results found are very similar (Appendix 2.C Table 2.C.2).
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centers in this study only included cities with populations over 500,000, thus excluding major cities
that may be regional economic, administrative and employment centers. These first results tend to
confirm the H1 hypothesis, which postulates that individuals outside urban centers have stronger

redistributive preferences than the rest.

Table 2.2: Periphery and strong support for redistribution (2012-2018) — Probit model

Strong support for redistribution

Variables Q)] 2) (3) 4)
City characteristics
Periphery (ref: urban centers) 0.0229%**  0.0194***
(0.0065) (0.0063)
Secondary cities 0.0194*** 0.0168**
(0.0075) (0.0074)
Small cities or villages 0.0267°**  0.0223***
(0.0073) (0.0070)
CRD (ref: 50% richest) 0.0125** 0.0114* 0.0056 0.0051
(0.0065) (0.0062) (0.0064) (0.0062)
Socio-economic controls
Female -0.0006 0.0100%** -0.0007 0.0100%**
(0.0035) (0.0036) (0.0035) (0.0036)
Age (ref: youngest) 0.1000%** 0.0612* 0.0998%** 0.0609*
(0.0315) (0.0333) (0.0315) (0.0333)
Age? -0.1117°*  -0.0870%  -0.1119"*  -0.0873*
(0.0456) (0.0490) (0.0457) (0.0402)
HWI (ref: 3rd tercile)
st tercile 0.0161%** 0.0261% 0.0166™** 0.0267**
(0.0052) (0.0054) (0.0052) (0.0054)
2nd tercile 0.0194*** 0.0250%** 0.0197*** 0.0253***
(0.0043) (0.0044) (0.0043) (0.0044)
Negative income shock 0.0064 0.0105%** 0.0064 0.0104**
(0.0043) (0.0044) (0.0043) (0.0044)
Occupation (ref: worker)
Unemployed 0.0280 0.0286 0.0279 0.0285
(0.0205) (0.0212) (0.0205) (0.0212)
Student 0.0072 0.0027 0.0072 0.0027
(0.0209) (0.0217) (0.0208) (0.0217)
Athome -0.0034 -0.0013 -0.0034 -0.0013
(0.0204) (0.0209) (0.0204) (0.0209)
Retired/disabled 0.0095 0.0065 0.0095 0.0064
(0.0212) (0.0220) (0.0212) (0.0220)
Employment status (ref: public employee)
Private employee  -0.0262***  -0.0201"*  -0.0266"**  -0.0205"*
(0.0088) (0.0088) (0.0088) (0.0088)
Employer -0.0665*** -0.0602*** -0.0667"** -0.0604"**
(0.0150) (0.0152) (0.0150) (0.0152)
Self-employed  -0.0280%** -0.0230°** -0.0282"** -0.0232***
(0.0089) (0.0087) (0.0089) (0.0087)
Other inactives/Unpaid Worker ~ -0.0390* -0.0320 -0.0392* -0.0322
(0.0211) (0.0219) (0.0211) (0.0219)
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Education level (vef: primary incomplete)
Primary complete  0.0250%**  0.0210%**  0.0249***  0.0209***
(0.0068) (0.0068) (0.0068) (0.0068)
Secondary incomplete  0.0405***  0.0287***  0.0402"**  0.0284***
(0.0062) (0.0063) (0.0062) (0.0063)

Secondary complete  0.0357***  0.0192***  0.0355***  0.0189***
(0.0063)  (0.0065)  (0.0063)  (0.0065)
Post-secondary  0.0471°**  0.0151"*  0.0467°**  0.0147"

(0.0075) (0.0077) (0.0075) (0.0077)
Experience and perception controls

Strong feeling of insecurity (ref: weak) -0.0048 -0.0051
(0.0076) (0.0076)
Low inter-personal trust (ref: high) -0.0628%** -0.06350%*
(0.0062) (0.0062)
Strong political knowledge (ref: low) 0.1777%** 0.1777%**
(0.0067) (0.0067)
Participation in a protest 0.0464** 0.0464**
(0.0075) (0.0075)
Witness to corruption -0.0226*** -0.0226**
(0.0083) (0.0083)
Attends religious ceremonies (ref: none) 0.0091** 0.0092**
(0.0047) (0.0047)
Observations 95,782 90,791 95,782 90,791
Socio-economic controls Yes Yes Yes Yes
Experience and perception controls No Yes No Yes
Country and year FE Yes Yes Yes Yes

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina,
Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico,

Nicaragua, Panama, Paraguay, Peru, Uruguay).
Note: CRD = City Relative Development. HWI = Household Wealth Index. All reported coefficients

are marginal effects from a probit model. The dependent variable is a binary measure indicating a
strong demand for redistribution from government to reduce inequality. Ref corresponds to omit-
ted reference category. Country and year fixed effects are included but not reported. Values in bold
correspond to coefficients significantly different from 0. Weights provided by LAPOP are used for
cross-country comparisons. Clustered standard deviations are in brackets (by city). *** p<0.01, **

p<0.05, * p<0.1.

These overall results conceal a high degree of heterogeneity between countries. To make these re-
sults more concrete, if we take the case of a Bolivian woman living in a large urban center, her prob-
ability of strongly supporting redistributive demands will be 40%. This probability rises to around
47% if she lives in a small town or village in a remote area. Similar results are found in Ecuador (52%
t0 59%) and Panama (49% to 63%). On the other hand, in other Southern Cone countries (Uruguay,
Argentina, Chile) or in Guatemala, there are no major differences. Thus, these initial results under-

line the importance of considering not only the size of towns, but also the geographical context in

relation to urban centers.

Regarding control variables, most of the expected effects on redistributive demand are confirmed
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here. Employees working in the public sector are more inclined to support redistribution policies
than those in the private sector or the self-employed. Similarly, an intermediate or high level of
schooling is associated with a greater demand for redistribution than individuals with no or low
schooling. However, the effect disappears for the higher education group, probably reflecting an in-
come or class effect (Haggard etal. 2013). For the HWI variable, the coefficients indicate that wealth-
ier individuals have fewer redistributive demands than others. Those belonging to the two lower
terciles have a relatively higher support for redistribution than the top tercile, especially those in
the middle. Experience of downward mobility of household income over the two last years is like-
wise positively correlated with strong redistributive demand. Finally, perception and experience
variables significantly influence redistributive preferences: a negative influence for those with low
interpersonal trust or who have experienced corruption at the hands of a public employee, and a
positive one for those with a strong understanding of the country’s problems, or when mobilized at

a demonstration.

2.5.2 Periphery and city relative development

Next, we decompose the marginal effects into the different groups of cities according to their rela-
tive development level (Figures 2.7 to 2.10). The models used are based on the specifications with all
the controls, plus an interaction between the periphery indicator and the CRD. The reference group
here corresponds to the 50% richest or most developed urban centers. Figure 2.7 shows thatall other
city categories have a higher probability of strongly supporting redistribution compared to the most
developed urban centers, even though the coefficient for those living in the 50% poorest urban cen-
tersjust passes significance at 5%. The predicted values in Figure 2.8 clearly show a “staircase” trend,
with an increasing likelihood of strongly supporting redistribution as compared to wealthier urban

centers (around 2 or 3 percentage points).
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Figure 2.7: Marginal effect of periphery and CRD on strong support for redistribution

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,791. CRD = City Relative Development. Coefficients shown are marginal effects from a probit model. The
95% confidence intervals are shown. The dependent variable is a binary measure indicating a strong demand for re-
distribution from government to reduce inequality. All controls are included, as well as country and year fixed effects.
Weights provided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at city level.
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Figure 2.8: Predicted values of the probability of strongly supporting redistribution — Periphery and CRD

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,791. CRD = City Relative Development. Predicted values are derived from a probit model. The 95% confi-
dence intervals are shown. The dependent variable is a binary measure indicating a strong demand for redistribution
from government to reduce inequality. All controls are included, as well as country and year fixed effects. Weights pro-
vided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at city level.
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When peripheral areas are differentiated by size, the picture is somewhat different. While all cat-
egories call for more redistribution to the citizens in the comparison group, the effect is systemat-
ically more pronounced for citizens living in the most developed peripheral areas (Figures 2.9 and
2.10). Thoselivinginthe leastdeveloped areas are relatively less likely to support redistribution than
the most developed. When an OLS regression model is performed to test the interaction between
the two variables of interest (periphery and RCD), it is mainly the richest peripheral areas that show
greatersupport for redistribution than the most developed urban centers (Table 2.3). The coefficient
associated with the interaction between the two variables is always negative for poorer secondary
cities and small cities and villages (only weakly significant for the former at 10% level) reducing the
probability of strongly supporting redistributive measures by around 3 percentage points.?’ These
disaggregated results show that, while the HT hypothesis still holds overall, it is supported by the
wealthiest areas. The H2 hypothesis, indicating a lower demand for redistribution for citizens in pe-
ripheral areas, also seems to coexist for the least developed areas. Redistributive divergences be-
tween citizens of urban centers and peripheral areas seem to be lower when they live in the least

economically developed areas.

These results resonate with Holland’s (2018) explanation of the low polarization of redistribution de-
mand between the richest and poorest individuals in the LA region, namely of diminished expecta-
tions of the poorest on the state’s ability to effectively redistribute resources. These present findings
show that in the least developed peripheral areas, the redistributive preferences of citizens tend to
be similar to those living in the richest urban centers. This lower degree of polarization is consistent
with lower expectations from the state in areas where access to infrastructure and public services
may be more difficult. Additional results, with nearby suburbs treated as a separate group and ex-
cluded from urban centers, exhibit also similar conclusions. Citizens in the most developed suburbs,
secondary cities and small cities or villages in remote areas have always higher support for redistri-
bution than those in wealthier primary cities (Figures 2.B.1to 2.B.4 in Appendix 2.B and Table 2.C.3

in Appendix 2.C).

29. Additional results in Appendix 2.C Table 2.C.4 test the sensitivity of the results to the Tkm limit chosen for calculat-
ing the brightness of cities, a proxy for their level of development. While the signs of the coefficients remain stable, the
significance of the interaction term is sensitive to the chosen definition, particularly as the limit increases (1500m and
2000m). Indeed, this limit seems poorly suited to the size of the smallest towns or remote villages, greatly reducing the
average brightness over the area. The results for the 500m limit nevertheless show similar conclusions.
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Section 2.5 Results
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Figure 2.9: Marginal effect of decomposed periphery and CRD on strong support for redistribution

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Paraguay, Panama, Peru,
Uruguay).

Note: N =90,791. CRD = City Relative Development. Coefficients shown are marginal effects from a probit model. The
95% confidence intervals are shown. The dependent variable is a binary measure indicating a strong demand for re-
distribution from government to reduce inequality. All controls are included, as well as country and year fixed effects.
Weights provided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at city level.
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Figure 2.10: Predicted values of the probability of strongly supporting redistribution — Decomposed
periphery and CRD

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,791. CRD = City Relative Development. Predicted values are derived from a probit model. The 95% confi-
dence intervals are shown. The dependent variable is a binary measure indicating a strong demand for redistribution
from government to reduce inequality. All controls are included, as well as country and year fixed effects. Weights pro-
vided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at city level.
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Table 2.3: Periphery and CRD on strong support for redistribution — OLS Model

Strong support for redistribution

84

Variables 0] 2)
Panel A : Binary Peripheral
Periphery * CRD (ref: richest urban centers) -0.0132 -0.0165
(0.0128) (0.0123)
Periphery (ref: urban centers) 0.0280%** 0.0257***
(0.0083) (0.0080)
CRD (ref: 50% richest) 0.0195* 0.0201%
(0.0109) (0.0103)
Panel B : Categorial Peripheral
Secondary cities * CRD (ref: richest urban centers) -0.0244 -0.0268*
(0.0155) (0.0152)
Small cities or villages * CRD (ref: richest urban centers) ~ -0.0265* -0.0286™*
(0.0140) (0.0135)
Secondary cities (ref: urban centers) 0.0284*** 0.0269***
(0.0100) (0.0098)
Small cities or villages (vef: urban centers) 0.0366™** 0.0332%**
(0.0094) (0.0090)
CRD (ref: 50% richest) 0.0194* 0.0200%
(0.0109) (0.0103)
Observations 95,782 90,791
Socio-economic controls Yes Yes
Experience and perception controls No Yes
Country and year FE Yes Yes

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries
(Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Hon-
duras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay).
Note: CRD = City Relative Development. Estimated coefficients based on an OLS model. The
dependent variable is a binary measure indicating a strong demand for redistribution from
government to reduce inequality. Ref corresponds to omitted reference category. Controls,
country and year fixed effects are included but not reported. Values in bold correspond to
coefficients significantly different from 0. Weights provided by LAPOP are used for cross-
country comparisons. Clustered standard deviations are in brackets (by city). *** p<0.01, **

p<0.05, * p<0.1.



2.5.3 Periphery and household wealth

| now examine how the interaction between indicators of city periphery and household wealth —
measured by household assets — affects citizens’ redistributive preferences. In fact, the previously
identified differences in redistributive demands between individuals in urban centers and periph-
eral areas may also differ according to their wealth level. Figures 2.11 and 2.12 show the marginal
effects of the two periphery indicators by wealth tercile, on the probability of strongly supporting
redistribution. The first graph shows that differences in citizens’ redistributive demands between
peripheral areas and urban centers stem mainly from the wealthiest citizens, located in terciles two

and three of the HWI, in contrast to the most modest where preferences are broadly similar.

Decomposing the indicator once again according to city size (Figure 2.12), the results remain very
similar, except for the poorest citizens located in small cities or villages in remote areas, who show a
higher support for redistribution than their respective counterparts in urban centers (significant at
10% level). The redistribution demands of the poorest in secondary cities are fairly similar to those
in urban centers. Adding the differentiation of cities according to their development levels again
confirms the previous results (Figures 2.13 and 2.14). The previous redistributive demand gap, origi-
nating mainly from the wealthiest citizens, are again more striking in the most developed peripheral
areas. The results also suggest a similar pattern for the better-off living in the poorest urban centers.
To sum up, citizens’ call for more redistribution outside urban centers seems to come mainly from

what might be likened to the middle and wealthier classes.

85



.05

.04

.03+

.02

.01

Marginal effect

=01+

-.02-

T T T
1st tercile 2nd tercile 3rd tercile
Household Wealth Index

Figure 2.11: Marginal effect of periphery and HWI on strong support for redistribution

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,791. HWI = Household Wealth Index. Coefficients shown are marginal effects from a probit model. The
95% confidence intervals are shown. The dependent variable is a binary measure indicating a strong demand for redis-
tribution from government to reduce inequality. All controls are included, as well as country and year fixed effects. The
HWI is derived from a multiple correspondence analysis of household durables for each country and year, and divided

into terciles. Weights provided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at
city level.
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Figure 2.12: Marginal effect of decomposed periphery and HWI on strong support for redistribution

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,791. HWI = Household Wealth Index. Coefficients shown are marginal effects from a probit model. The
95% confidence intervals are shown. The dependent variable is a binary measure indicating a strong demand for redis-
tribution from government to reduce inequality. All controls are included, as well as country and year fixed effects. The
HW! is derived from a multiple correspondence analysis of household durables for each country and year, and divided

into terciles. Weights provided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at
city level.
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Figure 2.13: Marginal effect of decomposed periphery, CRD and HWI on strong support for redistribution

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,791. CRD = City Relative Development. HWI = Household Wealth Index. Coefficients shown are marginal
effects from a probit model. The 95% confidence intervals are shown. The dependent variable is a binary measure in-
dicating a strong demand for redistribution from government to reduce inequality. All controls are included, as well as
country and year fixed effects. The HW! is derived from a multiple correspondence analysis of household durables for
each country and year, and divided into terciles. Weights provided by LAPOP are used for cross-country comparisons.
Standard deviations are clustered at city level.
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Figure 2.14: Predicted values of the probability of strongly supporting redistribution — Decomposed
periphery, CRD, and HWI

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,791. CRD = City Relative Development. HWI = Household Wealth Index. Coefficients shown are marginal
effects from a probit model. The 95% confidence intervals are shown. The dependent variable is a binary measure in-
dicating a strong demand for redistribution from government to reduce inequality. All controls are included, as well as
country and year fixed effects. The HWI is derived from a multiple correspondence analysis of household durables for
each country and year, and divided into terciles. Weights provided by LAPOP are used for cross-country comparisons.
Standard deviations are clustered at city level.
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2.5.4 Temporal and spatial heterogeneity

As previously mentioned, support for redistribution has fallen steadily since 2014 in the LA region,
andstrongdisparities existacross countries. The global analysis carried outso far between the center-
periphery divide and redistributive demands hides possible temporal heterogeneity, as well as speci-
ficities of the countries studied. Figure 2.15 illustrates the marked decline in strong support for re-
distribution over time, adding the division between urban centers and peripheral areas. From 2014
onwards, there has been a large drop in strong redistributive demands from citizens both in urban
centers and peripheral areas. Although the gap between the two groups previously highlighted is
clear for the years 2012 and 2014, representing roughly 3 to 5 percentage points, the picture is quite
different for the following waves of 2016 and 2018. The gap has largely narrowed over the last two
years, reflecting a convergence of redistributive preferences, a particularly striking fact for the group
of small cities or villages in remote areas, which had the strongest support at the start of the period,

and the weakest in 2018 (Figure 2.16).

A supplementary analysis examines in greater detail the results broken down by CRD and HWI (Ap-
pendix 2.B Figures 2.B.5 to 2.B.8). On the one hand, it is mainly citizens living in the 50% least de-
veloped small cities or villages in remote areas who have reduced their redistributive demands after
2014. On the other hand, the redistributive preferences of the poorest changed the most over the
period. While the redistributive demands of the poorest individuals in the periphery were stronger
compared to those in urban centers over the 2012-2014 period, these are similar from 2016 onwards.
These results of a gradual decline in the redistributive demands of the poorest seem to indicate a
kind of fatalism on the part of these citizens, particularly in the least developed peripheral areas, in
line with the H2 hypothesis. This trend also helps to explain the low magnitude of the results ob-

tained from the global analysis.
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Figure 2.15: Predicted values of the probability of strongly supporting redistribution by periphery indicator
over time

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N=90,791. Predicted values are derived from a probit model. The 95% confidence intervals are shown. The depen-
dentvariable is a binary measure indicating a strong demand for redistribution from government to reduce inequality.
All controlsare included, as well as country and year fixed effects. Weights provided by LAPOP are used for cross-country

comparisons. Standard deviations are clustered at city level.
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Figure 2.16: Predicted values of the probability of strongly supporting redistribution by decomposed
periphery over time

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,

Uruguay).

Note: N=90,791. Predicted values are derived from a probit model. The 95% confidence intervals are shown. The depen-
dent variable is a binary measure indicating a strong demand for redistribution from government to reduce inequality.
All controlsare included, as well as country and year fixed effects. Weights provided by LAPOP are used for cross-country

comparisons. Standard deviations are clustered at city level.
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Finally, redistributive demands also vary significantly when moving from regional to national scales
ofanalysis. Figure 2.17 shows the marginal effects of the city’s periphery and relative development by
country for periods before and after 2014. Models are based on the specification with full controls,
also including regional fixed effects. The significance of the coefficients is reduced for most coun-
tries, as the analysis is carried out on a smaller number of observations and cities. Overall, citizens’
redistributive preferences are highly country-specific, and are sometimes contradictory even within
peripheral areas and between the most and least developed territories. Priorto 2016, half ofall coun-
tries had at least one peripheral group with stronger redistributive preferences than richer urban
centers (especially in small cities or villages). Citizens’ redistributive demands within peripheral ter-
ritories are sometimes contradictory between secondary cities and places in more remote areas. In
some cases, redistributive differences also appear within urban centers between the most and least
developed areas, as in Brazil, Ecuador, Nicaragua and Paraguay. For the period 2016-2018, the bal-
ance has reversed in many countries, where nine having one or more groups claiming significantly
less redistribution than richer urban centers. Only Bolivia, Colombia and Costa Rica continue to ask
more redistribution in peripheral areas. These results, which are mainly specific to the contexts of
the countries studied, nonetheless show the profound divergences in redistributive preferences that
can exist in the LA region, not only between different city sizes, but also between urban centers and
peripheral areas. Moreover, they show the complexity of the interactions between individual deter-

minants and territorial contexts.
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2.6 Summary and conclusion

This chapter investigates the relationship between citizens’ redistributive demands and the role of
territorial anchorage and geography. To do this, nationally representative data from LAPOP opinion
survey are mobilized, covering 16 major countries of the LA region between 2012 and 2018. The role
of the spatial factor on the redistributive preferences of citizens is assessed using a center-periphery
approach by geolocating 1,108 survey respondents’ cities and categorizing them into urban centers
(primary cities and nearby suburbs) and peripheral areas (secondary cities and small cities or villages
in remote areas) to identify their relative position in the territory. The level of development of cities
is controlled by determining the median brightness level of city groups, based on remote sensing
data. First, results show that despite a strong demand for redistribution across the region as awhole,
there are divergences between the urban centers and the peripheries. Citizens outside urban centers
are more likely to have strong demands for redistribution, controlling for socio-economic character-
istics. This trend is particularly pronounced in the smallest cities or villages in remote areas, but also

systematically higherin the most developed ones (with brightness levels above the median for each

group).

Second, citizens’ wealth also plays a part in these differences — measured by an index of household
durables. The gapinredistributive demandinthe peripheryis greater between citizensin the second
and last terciles of the household wealth index than their counterparts in urban centers. For those in
the bottom tercile, however, they are fairly similar between areas. These results suggest that mainly
middle class or better-off citizens in peripheral areas are most in demand for redistribution in LA,
unlike those in urban centers. Nevertheless, these results remain to be confirmed, particularly with
more complete information on the real wealth of individuals (income from work and capital, assets,

etc.).

Third, the analysis confirms temporal and country-specific heterogeneity. While there has been a de-
cline in strong redistributive demands in the region since 2012, center-periphery divergences have
also shifted sharply since 2014, towards convergence. This is particularly the case for the least de-
veloped small cities and villages, but also for the poorest citizens, where the trend has reversed. It

should be noted, however, that these conclusions vary greatly depending on the country and local
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context. However, there are several limitations to this work. Further analysis is needed to consider
the context and local specificities of the areas studied here. In particular, the definition of periphery
used in this framework does not consider the social, historical and political relationships maintained
by players within territories, as well as their evolution over time (Kithn 2015). A promising direction
for future research would be to study potential redistributive divergences within the neighborhoods
of these areas, where inequality levels are most pronounced (Chauvin and Messina 2020). In the ab-
sence of a more precise location of respondents, this study does not allow us to verify this. Similarly,
support for redistribution can vary widely depending on the economic policy options to be imple-
mented (Busso et al. 2023). A more detailed analysis of the diversity of citizens’ redistribution pref-

erences is needed to better understand the divergent demands of territories (Cavaillé 2023).

These present results highlight the importance of considering territorial and spatial factors, in ad-
dition to individual characteristics, when analyzing citizens’ redistribution preferences. While citi-
zens’ demands for redistribution remain strong overall in the region, with high voter turnout, the
demands of vulnerable populations are still lagging behind, with lower participation and interest in
the democratic process (Vlaicu 2020). Similarly, the growing dissatisfaction of populations, symbol-
ized by therise of populism and the increase in social protest movements over the last decade, shows
that the weakening of democracy remains a major concernin the LA region, particularly to ensure ef-
fective redistribution (Vlaicu 2020; Welp 2022). Efforts to reduce socio-spatial inequalities and the
center-periphery gap in the LA region are needed to restore citizens’ confidence in political power

and institutions, particularly among the most vulnerable.
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APPENDIX

2.A Appendix A: Methodology

Classification of cities in the center-periphery indicator

The classification of respondents’ cities is made in two septs. First, in each country, the biggest cities
with a majoradministrative role are categorized into the urban center group. The population thresh-
oldis often setataround 120,000 inhabitants, although this can vary depending on the context. Sec-
ond, a multiple correspondence analysis (MCA) is made to help classify other cities into homoge-
neous groups. Criteria used are based on the geodesic distance to the nearest city center greater
than 100.000 (in kilometer), and to the average geodesic distance between the three nearest cities
over 30.000 inhabitants (in kilometer). These two continuous distance variables are then catego-
rized into three groups. For the first variable, cities less than 5km from the center of an urban center
are classified as "close”, those between Skm and 30km as "moderate”, and those over 30km as "far”.
For the second variable, indicating the average distance of the three nearest neighboring towns, the
categories are respectively less than 20km, between 20km and 50km, and more than 50km. Foreach
country, the score obtained from the first two dimensions of the MCA is then used to group similar
cities into clusters. The previously established boundaries are obviously arbitrary, and need to be
checked in order to validate or invalidate the classification of cities as urban centers or peripheral
zones. Cities considered close to or on the outskirts of primary cities are then included in the urban

centers group, and the remaining towns, classified as peripheral areas.

Based on the previously created indicator, a second indicator is created, which categorizes more pre-
cisely the peripheral cities in relation to their size. Secondary cities generally have a population be-
tween 30,000 and 100,000. Others cities are then considered as smaller or more remote villages.

The proportion of LAPOP respondents for each country is shown in Figure 2.A.1.
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APPENDIX A

Classification of cities’ relative development

TheCity Relative Developmentindicatoris built from night-time light data collected by the NASA/NOAA
Visible Infrared Imaging Radiometer Suite (VIIRS). The average luminosity within a Tkm radius for
each geolocated city center over the period 2012-2018 is used. The relative development indicator
is calculated for each center-periphery indicator (binary and categorical). For the binary indicator,
cities categorized as urban centers below the median brightness for the group are assigned a value
of 1. The same applies to cities in peripheral areas (without taking size into account), i.e. the 50%
least bright. For the categorical periphery indicator, the median brightness is calculated for each sub-
group (urban center, secondary city, small cities or villages in remote areas). For large metropolises
where several districts of the same city may be included, only the city center is used to calculate me-

dian brightness, to ensure equal weighting between cities.
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Figure 2.A.1: Distribution of LAPOP respondents by city category and country

Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016 2018) for 16 countries (Argentina, Bolivia,
Brazil, Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay,
Peru, Uruguay).

Note: N=103,098.
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Figure 2.B.1: Marginal effect of periphery and CRD on strong support for redistribution — Suburbs excluded
from urban centers

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,781. CRD = City Relative Development. Coefficients shown are marginal effects from a probit model. The
95% confidence intervals are shown. The dependent variable is a binary measure indicating a strong demand for re-
distribution from government to reduce inequality. All controls are included, as well as country and year fixed effects.
Weights provided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at city level.
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Figure 2.B.2: Predicted values of the probability of strongly supporting redistribution — Periphery and CRD —
Suburbs excluded from urban centers

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,781. CRD = City Relative Development. Coefficients shown are marginal effects from a probit model. The
95% confidence intervals are shown. The dependent variable is a binary measure indicating a strong demand for re-
distribution from government to reduce inequality. All controls are included, as well as country and year fixed effects.
Weights provided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at city level.
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Figure 2.B.3: Marginal effect of periphery and CRD on strong support for redistribution — Suburbs excluded
from urban centers

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,781. CRD = City Relative Development. Predicted values are derived from a probit model. The 95% confi-
dence intervals are shown. The dependent variable is a binary measure indicating a strong demand for redistribution
from government to reduce inequality. All controls are included, as well as country and year fixed effects. Weights pro-
vided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at city level.
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Figure 2.B.4: Predicted values of the probability of strongly supporting redistribution — Decomposed
periphery and CRD —Suburbs excluded from urban centers

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,781. CRD = City Relative Development. Predicted values are derived from a probit model. The 95% confi-
dence intervals are shown. The dependent variable is a binary measure indicating a strong demand for redistribution
from government to reduce inequality. All controls are included, as well as country and year fixed effects. Weights pro-
vided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at city level.
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Figure 2.B.5: Predicted values of the probability of strongly supporting redistribution over time — Periphery
and CRD

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,781. CRD = City Relative Development. Predicted values are derived from a probit model. The 95% confi-
dence intervals are shown. The dependent variable is a binary measure indicating a strong demand for redistribution
from government to reduce inequality. All controls are included, as well as country and year fixed effects. Weights pro-
vided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at city level.
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Figure 2.B.6: Predicted values of the probability of strongly supporting redistribution over time —
Decomposed periphery and CRD

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,781. CRD = City Relative Development. Predicted values are derived from a probit model. The 95% confi-
dence intervals are shown. The dependent variable is a binary measure indicating a strong demand for redistribution
from government to reduce inequality. All controls are included, as well as country and year fixed effects. Weights pro-
vided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at city level.
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Figure 2.B.7: Predicted values of the probability of strongly supporting redistribution — Periphery and HWI
before and after 2014

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,781. HWI = Household Wealth Index. Predicted values are derived from a probit model. The 95% con-
fidence intervals are shown. The dependent variable is a binary measure indicating a strong demand for redistribu-
tion from government to reduce inequality. The HW! is derived from a multiple correspondence analysis of household
durables for each country and year, and divided into terciles. All controls are included, as well as country and year fixed
effects. Weights provided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at city

level.
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Figure 2.B.8: Predicted values of the probability of strongly supporting redistribution — Decomposed
periphery and HWI before and after 2014

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia, Brazil,
Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru,
Uruguay).

Note: N =90,781. HWI = Household Wealth Index. Predicted values are derived from a probit model. The 95% con-
fidence intervals are shown. The dependent variable is a binary measure indicating a strong demand for redistribu-
tion from government to reduce inequality. The HW!I is derived from a multiple correspondence analysis of household
durables for each country and year, and divided into terciles. All controls are included, as well as country and year fixed
effects. Weights provided by LAPOP are used for cross-country comparisons. Standard deviations are clustered at city

level.
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Table 2.C.1: Descriptive statistics

Variables

Gender of respondent
Female
Male
Age
Less than 30 years old
Between 30 and less than 60 years old
60 years old and more
Education
No education or primary incomplete
Primary complete
Secondary incomplete
Secondary complete
Post-secondary
Occupation
Worker
Unemployed
Student
Athome
Retired/disabled
Employment status
Publicemployee
Private employee
Employer
Self-employed
Other inactives/unpaid worker
Income evolution (past 2 years)
Negative
Same or positive
Redistributive preferences
Strong (6-7)
Weak (1-5)
Perception of safety in the neighborhood
Very safe
Somewhat safe
Somewhat unsafe
Very unsafe
Interpersonal trust in the neighborhood
Very trustworthy
Somewhat thrustworthy
Not very trustworthy
Untrustworthy
Feeling of political knowledge
Strong (6-7)
Weak (1-5)
Participation in a demonstration (1 year)
Yes
No

N

103,085
50,698
52,387

103,098
33,509
54,050
15,539

102,019
18,013
13,240
24,940
24,098
21,728

101,850
53,462

8,269
7,902
24,957
7,260
101,850
6,957
17,811
1,781
26,038
49,263

101,378
28,224
73,154
99,490
57,450
42,040

102,004
19,822
39,320
28,763
14,099

100,970
24,359
38,839
27,900

9,872

100,510
20,495
80,015

102,633

9,416
93,217

Proportion (%)

49.2
50.8

325
52.4
151

17.7
13.0
24.4
23.6
213

52.5
8.1
7,8

24.5
7.1

6.8
17.5

1.7
25.6
48.4

27.8
72.2

57.7
42.3

19.4
38.5
28.2
13.8

241

38.5

27.6
9.8

20.4
79.6

9.2
90.8



Bribery by a government employee (1year)
Yes
No
Religion attendance
Once a week
Once or twice a month
Once of twice a year
Never

102,649
5,989
96,660
102,413
30,608
16,883
9,888
45,034

5.8
94.2

29.9

16.5
9.6

44.0

Source: Author’s elaboration based on the LAPOP database (2012-2018) for
16 countries (Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador,
El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay,

Peru, Uruguay)
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Table 2.C.3: Periphery and CRD on strong support for redistribution — Suburbs excluded from urban centers

Strong support for redistribution
Variables O] (2)
Panel A : Binary Peripheral

Periphery * CRD (ref: richest primary city) -0.0128 -0.0167
(0.0149) (0.0142)

Periphery (ref: primary city) 0.0296*** 0.0280%**
(0.0104) (0.0097)

CRD (ref: 50% richest) 0.0156 0.0176
(0.0134) (0.0127)

Panel B : Categorial Peripheral

Suburbs * CRD (ref: richest primary city) -0.0270 -0.0274
(0.0217) (0.0210)
Secondary cities * CRD (ref: richest primary city) -0.0207 -0.0245
(0.0174) (0.0169)
Small cities or villages * CRD (ref: richest primary city) ~ -0.0228 -0.0262*
(0.0158) (0.0151)
Suburbs (ref: primary city) 0.0243 0.0239*
(0.0148) (0.0141)
Secondary cities (ref: primary city) 0.0326"** 0.0314**%
(0.0115) (0.0110)
Small cities or villages (vef: primary city) 0.0410%** 0.0378***
(0.0110) (0.0103)
CRD (ref: 50% richest) 0.0155 0.0176
(0.0134) (0.0127)
Observations 95,782 90,791
Socio-economic controls Yes Yes
Experience and perception controls No Yes
Country and year FE Yes Yes

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries
(Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala,
Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay).

Note: CRD = City Relative Development. Estimated coefficients based on an OLS model.
The dependent variable is a binary measure indicating a strong demand for redistribution
from government to reduce inequality. Ref corresponds to omitted reference category.
Controls, country and year fixed effects are included but not reported. Values in bold corre-
spond to coefficients significantly different from 0. Weights provided by LAPOP are used
for cross-country comparisons. Clustered standard deviations are in brackets (by city). ***
p<0.01, ** p<0.05, * p<0.1.
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Table 2.C.4: Periphery and CRD on strong support for redistribution — Alternative ranges for nighttime lights

Strong support for redistribution

CRD Indicator buffer range 500m 1000m 1500m 2000m
Variables ) (2) 3) 4)
Secondary city * CRD (ref: richest urban centers) -0.0042 -0.0268* -0.0097 -0.0020

(0.0149)  (0.0152)  (0.0152)  (0.0152)
Small cities or villages * CRD (ref: richest urban centers) ~ -0.0247*  -0.0286**  -0.0085 -0.0084
(0.0132) (0.0135) (0.0137) (0.0135)

Secondary cities (ref: urban centers) 0.0178*  0.0269°**  0.0208**  0.0166"
(0.0099)  (0.0098)  (0.0095)  (0.0099)

Small cities or villages (vef: urban centers) 0.0327***  0.0332***  0.0258*** 0.0252***
(0.0091)  (0.0090)  (0.0092)  (0.0088)

CRD (ref: 50% richest) 0.0148 0.0200* 0.0094 0.0144

(0.0099) (0.0103) (0.0104) (0.0104)

Observations 90,791 90,791 90,791 90,791
Socio-economic controls Yes Yes Yes Yes
Experience and perception controls Yes Yes Yes Yes
Country and year FE Yes Yes Yes Yes

Source: Author’s elaboration based on the LAPOP database (2012-2018) for 16 countries (Argentina, Bolivia,
Brazil, Chile, Colombia, Costa Rica, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama,
Paraguay, Peru, Uruguay).

Note: CRD = City Relative Development. Estimated coefficients based on an OLS model. The dependent vari-
able is a binary measure indicating a strong demand for redistribution from government to reduce inequality.
Ref corresponds to omitted reference category. Controls, country and year fixed effects are included but not
reported. Values in bold correspond to coefficients significantly different from 0. Weights provided by LAPOP
are used for cross-country comparisons. Clustered standard deviations are in brackets (by city). *** p<0.01, **
p<0.05, ¥ p<0.1.
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Figure 2.D.1: Classification of cities in Argentina
Source: Author’s elaboration based on the LAPOP database (2012, 2014,
2016 2018) for Argentina.
Note: N=73. Each red dot corresponds to the main city of the municipio
to which the LAPOP survey respondent belongs during the period
covered. Countries shown in gray are not included.
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Figure 2.D.2: Classification of cities in Bolivia
Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016, 2018) for Bolivia.
Note: N =88. Each red dot corresponds to the main city of the municipio to which the LAPOP survey respondent belongs
during the period covered. Countries shown in gray are not included.
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Figure 2.D.3: Classification of cities in Brazil
Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016, 2018) for Brazil.
Note: N=111. Each red dot corresponds to the main city of the municipio to which the LAPOP survey respondent belongs
during the period covered. Countries shown in gray are not included.
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Figure 2.D.4: Classification of cities in Chile
Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016, 2018) for
Chile.
Note: N =99. Each red dot corresponds to the main city of the municipio to which the
LAPOP survey respondent belongs during the period covered. Countries shown in gray
are notincluded.
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Figure 2.D.5: Classification of cities in Colombia
Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016, 2018) for Colombia.
Note: N=50. Each red dot corresponds to the main city of the municipio to which the LAPOP survey respondent belongs
during the period covered. Countries shown in gray are not included.
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Figure 2.D.6: Classification of cities in Costa Rica
Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016, 2018) for Costa Rica.
Note: N =29. Each red dot corresponds to the main city of the municipio to which the LAPOP survey respondent belongs
during the period covered. Countries shown in gray are not included.
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Figure 2.D.7: Classification of cities in Ecuador
Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016, 2018) for Ecuador.
Note: N =51. Each red dot corresponds to the main city of the municipio to which the LAPOP survey respondent belongs
during the period covered. Countries shown in gray are not included.
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Figure 2.D.9: Classification of cities in Guatemala
Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016, 2018) for Guatemala.
Note: N =55. Each red dot corresponds to the main city of the municipio to which the LAPOP survey respondent belongs
during the period covered. Countries shown in gray are not included.
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Figure 2.D.12: Classification of cities in Nicaragua

Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016, 2018) for Nicaragua.
Note: N =46. Each red dot corresponds to the main city of the municipio to which the LAPOP survey respondent belongs
during the period covered. Countries shown in gray are not included.
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Figure 2.D.14: Classification of cities in Peru

Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016, 2018) for Peru.

Note: N =157. Each red dot corresponds to the main city of the municipio to which the LAPOP survey
respondent belongs during the period covered. Countries shown in gray are notincluded.
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Figure 2.D.15: Classification of cities in Paraguay

Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016, 2018) for Paraguay.
Note: N =54. Each red dot corresponds to the main city of the municipio to which the LAPOP survey respondent belongs
during the period covered. Countries shown in gray are not included.
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Figure 2.D.16: Classification of cities in Uruguay

Source: Author’s elaboration based on the LAPOP database (2012, 2014, 2016, 2018) for Uruguay.
Note: N=48. Each red dot corresponds to the main city of the municipio to which the LAPOP survey respondent belongs
during the period covered. Countries shown in gray are not included.
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Chapter

How EFFECTIVE ARE CASH TRANSFER PROGRAMS IN
MITIGATING INCOME INSTABILITY ? EVIDENCE FROM THE

AUH IN ARGENTINA®

Abstract

Income instability is a crucial determinant of household poverty, particularly in developing
countries where precarious employmentis widespread and social protection tools are limited.
This paper examines the effectiveness of a nationally implemented cash transfer program —
the Universal Child Allowance (AUH) —as a buffer againstincome instability among economi-
callyvulnerable households in Argentina. Using nationally representative household surveys
from 2004 to 2015, it compares the income stability of eligible and non-eligible households
for the program by measuring their coefficient of variation of income and transitions into
poverty over one and a half years. The findings reveal that the AUH effectively mitigates in-
come instability for eligible households, reducing the proportion of periods spent in poverty
by15% and income fluctuations up to 16% compared to a situation without the program intro-
duction. This stabilizing effect is particularly stronger for households experiencing a loss of
income during the period, smoothing out income losses. While the program’s effect is higher
for households with several children orayoung child, itis largely reduced for households that
are less resilient to shocks, such as single mothers. Lastly, the AUH also affects households’
financial behavior by reducing their reliance on in-kind and monetary donations, as well as
their use of informal loans.

*. The author would like to thank the participants of the AFSE 2024 conference held in Bordeaux (France) for their
comments and advice, as well as those present at the WAPLAC 2024 conference in SanJosé (Costa Rica). Finally, a special
thanks to the comments of Quentin Stoeffler, who read an earlier version of this manuscript.
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3.1 Introduction

While the 2030 Agenda for Sustainable Development from the United Nations makes access to so-
cial protection a priority worldwide (Target 1.3), the coverage is still limited notably in the Global
South (UN 2015; UNICEF 2019a). As of 2020, less than one person in two was covered by social pro-
tection schemes, leaving more than 4 billion people unprotected (ILO 2021). Many people have been
lifted out of poverty in the last decades but remain largely vulnerable, far from Western middle-class
standards (Ravallion 2010). In particular, people with informal or precarious employment are often
excluded from contributory social protection systems, but also from anti-poverty programs when
their income temporarily or slightly exceeds eligibility limits (Busso et al. 2021). Uninsured shocks
and lack of access to social protection mechanisms increase households’ economic instability and
the likelihood of falling or staying in poverty, reducing prospects for economic mobility (De Janvry

etal. 2010; Birdsall etal. 2014).

A burgeoning literature has started addressing how economic instability profoundly impacts house-
hold well-being, both economically and cognitively (Morrissey et al. 2020). In a special issue ded-
icated to the causes and consequences of household economic instability, Hill et al. (2017) define
economicinstability “as repeated changesin employment, income, or financial well-being over time,
particularly changes that are not intentional, predictable, or part of upward mobility”. Household
economicinstability can stem from various dimensions, such as employment (job transitions, hours
worked, schedules), changes in family structure, or unstable sources of income (benefits). For low-
income families, unexpected changes in these dimensions can lead to material (basic needs and ser-
vices) or income instability (Hill et al. 2017).%° Several studies find associations between income in-
stabilityand various adversities such as material deprivation, deteriorating health, psychological dis-
tress, and diminished parenting quality (Gennetian et al. 2015; Shaefer et al. 2018; Monahan 2020).
Income instability also has detrimental consequences on household’s spending patterns and hu-
man capital investment, with potentially large negative impact on children’s development (Hill et
al. 2013). While anti-poverty policies have as their objectives to ease and foster economic mobility

for vulnerable households, very few studies have tried to measure the impact of cash transfer (CT)

29. Thereisnoconsensusin the literature on how to refertoincome instability. Thus, termssuch as “income variability”,
“income volatility” or “income fluctuations” will be used synonymously.
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programs on recipients’ income stability so far, which is crucial for effective policymaking (Wolf et

al. 2014; Hill etal. 2017).

This paper fills this gap by investigating the impact of a CT program on income stability and poverty
transitions within economically vulnerable households. The case of the Universal Child Allowance
(AUH) isexamined, Argentina’s largest social program implemented nationally in late 2009 and one
of the most generous non-contributory programs in Latin America (LA). Informal work is widespread
in the LA region, particularly among workers in the two lowest income quintiles (Busso et al. 2021).
The AUH program aims at extending social protection to children in poor and economically vulner-
able households excluded from the contributory social protection system, such as informal workers,
domestic workers, or unemployable individuals. Argentina provides a highly relevant setting for ex-

amining how a massive and nationally coordinated CT program affects household income stability.

The data used come from several waves of nationally representative household surveys from the En-
cuesta Permanente de Hogares (EPH) covering a broad period from 2004 to 2015. The survey’s rotating
panel structure allows to track each household’s income throughout one and a half years through
four observations. Household income stability is measured by looking at household poverty transi-
tions, i.e. the proportion of periods spent in poverty during the observation period, and by comput-
ing the coefficient of variation (CV) of income.2° The empirical strategy leverages Garganta and Gas-
parini’s (2015) methodology to estimate the intention-to-treat effect by comparing potentially eligi-
ble and non-eligible households based on socioeconomic characteristics. A difference-in-difference
(DD) strategy is applied to mitigate selection bias produced by the non-random allocation of the
program among the population. To the best of my knowledge, this paper is the first to use a quasi-

experimental method to assess the effect of a safety net program on income stability outcomes.

Overall, the results confirm the AUH’s protective role in preventing households from income swings
that lead to poverty and its stabilizing effect on household income flows. The direct income effect
of the program reduces the proportion of periods classified as poor by 15% among eligible house-
hold compared to what would have happened without the AUH implementation. This constitutes

a substantial positive effect aligned with the program’s objective of alleviating child poverty. The

30. To consider that income fluctuations impact household welfare differently depending of the direction on income
change, the CV is also analyzed separately according to household income’s positive or negative evolution. Further de-
tails in section3.3.1.
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program also stabilizes recipients’ income flows, notably for those having experienced a negative
income change in income, with a 16% reduction in the CV compared to the counterfactual. These
findings underscore the program’s effectiveness in mitigating and smoothing income streams, par-
ticularly in the face of losses from insecure revenue sources. Several robustness checks confirm these
results. The analysisalsorevealsthatthe program’s estimated effect varies heterogeneously depend-
ing on the household’s family structure. The effect on poverty reduction is higherin households with
poorer initial economic conditions or facing significant expenses, such as larger families or house-
holds with a young child. However, the impact is considerably reduced in households headed by
women or with single parents. Given that most women declared as heads of household are single
mothersinthe sample (76%), households’ adaptation or resilience to shocks is likely to be more chal-
lenging than for households with both parents. Finally, an exploration of the program’s effects on
household financial behavior also reveals that eligible households reduce their reliance on in-kind
and monetary donations and their need for taking out informal loans, in line with the previous re-

sults indicating higher household income stability.

These results contribute to the literature dealing with safety net programs and income stability. A
large literature has extensively examined the impact of CT programs on various economic and hu-
man capital outcomes (Fiszbein and Schady 2009; Papadopoulos and Leyer 2016; Millan et al. 2019;
Abramo et al. 2020) as well as their role in enhancing households’ resilience to shocks and ability
to manage risks (Haushofer and Shapiro 2016; Ralston et al. 2017; Premand and Stoeffler 2020; Ma-

cours etal. 2022).

By contrast, very few studies have assessed the effects of these programs on the income stability
of the growing number of economically vulnerable households relying on informal activities and
sources of revenues. While the receipt of regular financial aid is expected to affect households’ wel-
fare by protecting living standards, smoothing consumption, or mitigating material hardship (Shae-
feretal.2018), safety net policies mightexacerbate income instability if households frequently enter
and exit programs based on their design and conditionalities (Wolfetal. 2014; Morrissey etal. 2020).
The findings of this present paper confirm prior findings of Micha and Trombetta (2020), also for the
AUH case. Usingamicrosimulation strategy in the post-AUH period (2010-2014), they quantified the

contribution of each income source to the total income fluctuations among eligible households and
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came to a similar conclusion. These results are also in line with recent studies that show the stabi-
lizing role of social safety net programs in the US, in a different program and context (Hardy 2017;

Bitleretal. 2017).

Secondly, this article contributes to the limited literature on income stability in developing countries.
Mainly due to the scarcity of longitudinal studies in these countries, existing studies dealing with in-
come instability have historically focused on the United States or Western European countries (Dy-
nanetal. 2012; Hardy 2017; Avram et al. 2022). Inarecent illustrative study, Beccaria etal. (2021) un-
derscore a high level of short-term income mobility in seven major countries of the LA region during
the 2000s. Despite a general improvement in wages, they also find that around 40% of households
experienced a loss of income over the period, highlighting a high degree of income insecurity, espe-
cially in countries with high levels of informal employment and lacking adequate social protection

systems.

Thirdly, this article provides new evidence supporting the effectiveness of extending social protec-
tion to excluded or marginalized populations. Regular transfers ensure a “floor” income that helps
vulnerable households to cope with the shocks that harm their disposable income and limits the
risk of a loss in living standard, often involving an increase in out-of-pocket expenses, asset sales or
indebtedness. These findings carry particular relevance for Argentina, a nation frequently exposed
to macroeconomic fluctuations (debt crisis, financial market confidence issues, high inflation), but
more generally for all developing countries characterized by widespread informal labor, inadequate
investments in social protection and healthcare services, and where political turnover significantly

impact access to program benefit (Abramo et al. 2020).

The rest of the paper is structured as follows. Section 3.2 briefly details social programs in Argentina
and describes the data used. Section 3.3 presents the methodology adopted to measure income sta-
bility, and the identification and estimation strategies. Section 3.4 shows the results, the robustness

tests performed, and the program’s heterogeneous effects. Section 3.5 concludes.
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3.2 Background and data

3.2.1 Social programsin Argentina

Since the late 1990s, CT programs have become popular and relatively affordable public policy tools
for alleviating poverty and inequality worldwide. Particularly, conditional CT programs have prolif-
erated in the LA region, targeting specific groups within the population and requiring compliance
with conditions often relating to health and schooling to foster human capital accumulation.*’ How-
ever, mean-tested benefits often leave out many households at high risk of poverty, especially those
whose members work in the informal sector (Busso etal. 2021). By 2021, 40% of the LA region’s pop-

ulation was still not covered by a social protection scheme.3?

In Argentina, the country’s main social programs were set up in response to the 2001 economic crisis,
which had a devasting impact on the country, dramatically increasing unemployment and poverty
rates (Galasso and Ravallion 2004).2® The first large-scale emergency program was implemented in
2002 with the Plan Jefes y Jefas de Hogares Desocupados (PJJHD) to economically support households
with children affected by the economiccrisis. This program consisted of transferring150 pesos (around
$50 US) to household where the head was unemployed. In 2005, because of improved labor market
conditions, the Plan Familias program progressively absorbed a substantial part of the PJJHD bene-
ficiaries, restricting access to unemployable individuals with low education levels with two or more

children (Ceballos and Lautier 2013).

After several years of sustained economic growth during the mid-2000s, the Argentine government
significantly reorganized its social protection system (Pautassi et al. 2013). In late 2009, the govern-
ment extended the family allowance system to the informal sector with the non-contributory AUH
program, replacing all other safety nets. Unlike previous social programs which depended on a spe-
cific ministry, the AUH was added as the second pillar of the existing family allowance system ad-

ministrated by the Administracion Nacional de la Seguridad Social (ANSES), and its high degree of insti-

31. For more details about the transformation of social protection in the LA region, see Lavinas (2015).

32. Data from ILOSTAT (International Labour Organization) for 2020 or 2021, depending on the latest available period.
More details on https://ilostat.ilo.org/data/.

33. The feeling of pauperization, described as the “new poor”, is well documented in the LA region and especially in
Argentina (Kessler and Di Virgilio 2010).
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tutionalization enables it to operate over the long term (Bertranou 2010; UNICEF et al. 2017).

The AUH aims to reduce the number of children living in households at high risk of poverty by ex-
tending social protection coverage to households with under-18 children whose parents are unregis-
tered in the contributory system.>* To be eligible for the program, parents must either work in the
informal sector, be in domestic service, or be unemployed without pension (the AUH is incompati-
ble with other social transfers). Eligibility for the AUH is automatically determined by government
records and verified by the ANSES (Chudnovsky and Peeters 2022). Evenif the AUH is not exclusively
reserved for the poor, the program targets relatively low-income workers, officially earning less than

the minimum wage with a self-declaration.

Although both parents must be eligible, nearly all the program transfers go directly to mothers (more
than 90%). The initial transfer value per child was 180 monthly pesos (around 48 US$ per child) and
720 pesos for one disabled member. For a typical eligible household with two children, the cash
transfer accounts for roughly 30% of its monthly income. The transfer value is regularly adjusted for
inflation and is one of the most generous programs in the LA region (Stampini and Tornarolli 2012).
Like traditional conditional CT programs, the AUH requires compliance with regular health checks
and immunization for children under age four and school attendance for children aged 5 through 18
(Garganta et al. 2017). Most of the transfer is paid monthly (80%), with the remainder paid at the
end of the year when the required conditions are met. Itisimportant to note that even though these
conditions are standard for this type of program, compliance with them is a prerequisite for renewal

the following year, which can be restrictive if certificates are not issued on time.

In 2019, the AUH covered around 4 million children, representing more than 30% of the child popu-
lation in the country (UNICEF 2019b).3> The take-up rate of the program in the country is relatively

high, estimated at 82%, with roughly 350,000 eligible people not covered, mainly due to a lack of

34. Since its implementation, the government has made a few extensions. First, in 2011, the AUH widened for preg-
nant women from their 12th week of pregnancy until birth with the Asignacion por Embarazo. In 2015, the transfer was
adjusted according to the household’s residence region to account for geographical disparities and living standards. It
also provided supplementary transfers to finance school fees in the same year. In 2016, the program also extended the
coverage for children from monotributistas parents (specificindependent workers).

35. Yet, in 2016, around 16% of children were still not covered by any social protection scheme because of administra-
tive barriers, such as the lack of identity documents or birth certificates, or for migrants who have been in the country for
less than three years (Pautassi et al. 2013; UNICEF 2019b). Similarly, delays on the supply side (administration, health
services) in receiving certificates of compliance with conditionalities can sometimes compromise program renewal for
the following year, particularly for rural or geographically remote populations.
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the necessary documents (Chudnovsky and Peeters 2022).

3.2.2 Data

This study uses nationally representative microdata from the EPH survey collected by the Instituto
Nacional de Estadistica y Censos (INDEC) from 2004 to 2015. The EPH is a widely used national house-
hold survey carried out quarterly which covers 31 large urban areas representing roughly 62% of the
Argentine population. The EPH addresses work and income-related dimensions and provides vari-
ous socioeconomicinformation on households and individuals (education, housing equipment, geo-
graphical information). Unfortunately, the EPH survey only covers populations living in urban areas,
thereby excluding individuals living in rural areas who might benefit from the program. However,
this drawback should be tempered by considering the high urbanization rate of the country, with
more than 90% of Argentines living in urban areas since the early 2000s. The survey has a rotat-
ing panel structure that allows for tracking the households surveyed over multiple waves. Thus, in
each wave, a part of the sample is replaced (see Figure 3.A.1in Appendix 3.A). This structure allows
the construction of several short-term panels between 2004 to 2015.3¢ In each panel, households are
interviewed a maximum of four times over one and a halfyears. A household with a complete follow-
up is interviewed in two consecutive quarters of a year t when it enters the survey, exits the survey
for the following two quarters, and is interviewed again in the same two quarters the following year

int + 1. In this case, a household has two pairs of observations between years t and ¢t + 1.

However, for some households, the follow-up is not fully complete. Since the aim of this study is
to measure the impact of the AUH program on household income stability, only households inter-
viewed three or four times are considered in the analysis, accounting foraround 56% of the total sam-
ple.?” While measuring the income stability of households interviewed only once is not feasible, the
majority of those interviewed twice are interviewed over only two consecutive quarters. This differ-
enttemporality could bias their level of income stability relative to others. Yet, the inclusion of these

households in robustness tests presented later does not affect the conclusions (Section 3.4.2.2).

Another important consideration is the non-reporting of individuals incomes. Approximately 30%

36. The EPH data includes only the first semester of the 2014-2015 panel.
37. Households with no follow-up account for 18%, and only two interviews for around 26% of the total sample.
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of households have at least one member who does not report a source of income during its observa-
tion period, representing around 3% of all individuals. Given this relatively small proportion, these
households are kept in the final sample. Although this could lead to a measurement bias in the vari-
ation of income at the household level, it should be noted that this phenomenon is more prevalent
among the wealthiest households, i.e. those in the top deciles of the per capita income distribution
(around 14% for deciles D1 and D2, against 25% for D9 and D10). Again, further tests check the

results’ robustness to the exclusion of these households (Section 3.4.2.2).

Finally, all income values are deflated to 2018 Argentine pesos and converted to 2011 purchasing
power parity (PPP) dollars.?® Given the consensus in the literature on the poor quality of INDEC’s
official data on consumer price index (CPI) over the 2007-2015 period, two different sources are used.
From 2004 to 2007, the official CPI data is used. However, an alternative CPI source is preferred for
the followingyears based on the Billion Prices Project, using numerous online prices available on the

web that correct for bias coming from official sources (Cavallo and Rigobon 2016).

3.3 Methodology

3.3.1 Income stability measurement

Two indicators are used to measure household income instability: the poverty trends indicator and
the CV of per capitaincome. The firstone measures the proportion of periods spentin poverty during
a household’s observation period. It shows the extent to which income swings push a household
below the poverty line, over the four interviews through one and a half years. The poverty line is set
at$5.5 percapitaaday (2011 PPP), which corresponds to moderate poverty, and is commonly used for
the LA region (Jolliffe and Prydz 2016; Lustig et al. 2020; Gasparini etal. 2023). The second indicator,
the CV of per capitaincome, is calculated to quantify how much household income fluctuates overits
observation period.?® This indicator, allowing comparison of heterogeneous groups, has been used

in the literature to examine household income variability in the US (Newman 2008; Gennetian et

38. The 2011 PPP factor conversion for Argentina in 2018 is 14.23 (World Bank, last access in November 2023).

39. Additional results are available using the CV indicator in equivalised household income (OECD equivalence scale)
and an absolute variation indicator with the standard deviation of arc percentage change in income, which reduces the
influence of large income changes (Hardy 2017). Similar conclusions are obtained. See Figures 3.A.4a and 3.A.5 in Ap-
pendix 3.A and Tables 3.B.2 and 3.B.3 in Appendix 3.B.
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al. 2015; Monahan 2020) but also in LA (Beccaria and Groisman 2008; Micha and Trombetta 2020;
Beccaria etal. 2021). The CV for a household i is computed as the ratio of the standard deviation of

income measured over time to the mean income, written as Equation 3.1:

\/% ZZ:l(yi,t - ﬁi)2

1

Where y; , is the per capita income of household i observed at period ¢, and i, the average income
of household i over its entire observation period. However, the variation in household income mea-
sured by the CV does not consider the direction in which income evolves. Since an upward or down-
ward change in income does not have the same impact on a household’s welfare, the CV analysis
will also be carried out on two sub-samples, taking into account the change in average household
income v, between the first and final year of interview. Thus, the CV-up computes the CV for house-
hold experiencing an upward income mobility betweenyeartand t + 1, i.e. when ?lt. < ?:“. The

CV-down, for those with a downward income mobility betweentand t + 1, i.e. when ?: > ?:“.

3.3.2 Empirical approach: groups identification

Therotating structure of the EPH allows the construction of eleven yearly panels covering 2004-2015.
Since the AUH program appeared during the last quarter of 2009, the 2009-2010 panel is excluded
from the analysis to delimit a clear cut-off between the pre- and post-implementation of the pro-
gram.*° Then, five-yearly panels are entirely located in the pre-intervention period (from 2004-2005
to 2008-2009), and the following five panels after the AUH implementation (from 2010-2011 to
2014-2015). However, the EPH survey does not include questions allowing us to identify AUH ben-
eficiaries directly. The questionnaire asks only: “Did you receive any monetary transfers from the
State, church, etc., in the past three months ?” with the corresponding monetary amounts. There is
no way to be sure that households are part of the AUH program and that the amount received does

not come from other publicinstitutions or alternative sources.

Therefore, the methodology Garganta and Gasparini (2015) adopted is followed to estimate the pro-

gram’s intention-to-treat. Households are assigned to treatment or control groups according to their

40. Similarly, households interviewed during the implementation of the AUH are not considered.
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initial labor and socioeconomic characteristics, which mimic the program’s official eligibility crite-
ria. The treatment group includes households with children under 18 years old whose parents are
either working in the informal sector, as domestic employees, inactive, unemployed, or retired with-
out health coverage, in the first year of interview. Only households meeting these criteria in their
first two interviews are considered eligible (i.e. the first year of entry into the survey) or non-eligible
otherwise.*! The status of the declared head of household and the spouse are checked for program
eligibility. In cases where one of the child’s grandparents is declared head of household, only the

status of the child’s parents is considered.

For parents with employee status, the distinction between formal and informal is approximated by
asking whether pension contributions are deducted from wages. Lack of contribution to the pension
system through deductions from wages is the most commonly used proxy in the literature to deter-
mineinformality in LA (Tornarolli etal. 2014). Self-employed are also considered eligible since social
protection is poorly developed for them in Argentina (Gasparini et al. 2009). In this income bracket,
most are unskilled self-employed (73% with less than a secondary degree) and have no healthcare
coverage (77%). Unemployed are also included in this group given that less than 3% report receiv-
ing unemployment benefits. Finally, retired people are considered eligible if they have no health-
care coverage. On the other hand, the control group is made up of households with a similar family
structure with minor children but with different labor characteristics since they are registered or are
paying contributions to the social system (employers, formal employees, retired with health cover-

age), which is not compatible with the AUH eligibility criterion.

A final condition for access to the program is that household members must declare that they earn
less than the national minimum wage. Measuring income from informal activities (non-declared
income, reporting error, no or poorly developed accounting) remains difficult for the ANSES and
this requirement is rarely met in practice (Garganta and Gasparini 2015). Given that the AUH pro-
gram targets economically vulnerable households, only those in the first three deciles of the national
per capita income distribution during the first year of interview are kept. Households in the upper

deciles are therefore not considered, to avoid including wealthier households with a low probabil-

41. Around 8% of households in the sample change category between the first two quarters of interview. In Section
3.4.2.2, some robustness tests introduce additional eligibility constraints to test the sensitivity of the results, such as
eligibility for the whole period instead of the first year. Results remain mostly unchanged.
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ity of benefiting from the program. To ensure that the AUH beneficiaries are properly identified in
these income deciles, an alternative database allowing for direct identification of AUH beneficiaries
isused. The Encuesta Nacional de Gastos de los Hogares (ENGHo) is a household expenditure survey only
available for the year 2012 until March 2013 that is also nationally representative.*? For 2012, the
ENGHo survey shows that 76% of AUH beneficiary households are located in the first three deciles
of the national per capita income distribution, confirming that a large proportion of potential AUH
beneficiaries are well identified in the EPH data. Robustness tests, presented laterin Section3.4.2.2,
check the sensitivity of the results to the inclusion of households located in the upper deciles, and

present similar conclusions.

3.3.3 Empirical approach: impactidentification and assumptions

Since the AUH program was notrandomly assigned to the population across the country, the analysis
may suffer from a selection bias, bringing endogeneity concerns. The treatment and control groups
have many observable and unobservable differences (consumption behavior, saving strategies, and
budget allocation like health expenditures) that could prevent us from identifying the program’s
causal effect on household income stability. Table 3.1 presents some household characteristics of

the treatment (eligible) and control (non-eligible) groups before the implementation of the AUH.

As expected, both groups differ in income stability and poverty levels. On average, households eli-
gible (1) for the AUH have a 52% probability of being in poverty during their observation period, i.e.
around two periods out of four, compared with 24% for non-eligible (2) households. Eligible house-
holds also have higher income fluctuations than non-eligible households, confirming that income
from individuals working in the informal sector is more volatile. Although there are differences in
family structure between the two groups, these remain relatively limited in terms of household size,
number of children, or age of the head of household. More pronounced differences exist in terms of
education, gender of the head of household, or the proportion of single parents (mainly single moth-
ers). 74% of parents in AUH-eligible households have less than secondary education. Eligible house-
holds are also more likely to live with grandparents in the same household. While this may indicate

a higher financial burden since most of them are inactive, grandparents can also offer an important

42. Descriptive statistics of the AUH beneficiaries from the ENGHo are available in Appendix 3.B Table 3.B.1).
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alternative for childcare. Finally, there are no significant differences between the two groups regard-
ing the proportion of individuals who do not report a source of income, before and after the AUH
implementation. A comparison of the eligible (EPH) and beneficiaires (ENGHo) households shows
that the characteristics of age, education, or household size are similar, reinforcing the confidence in

the identification of beneficiaries (Appendix 3.B Table 3.B.1).

Table 3.1: Characteristics of eligible and non-eligible households before the AUH implementation

Variables Pre-AUH
Eligible (1)  Non-eligible (2)  Difference (2)-(1) t
Poverty trends (%) 51.8 24.0 -27.8 -45.18
cv 0.43 0.34 -0.09 -21.25
Daily per capita income (initial year) 5.19 7.45 2.26 45.57
Daily per capita income (final year) 7.36 10.16 2.80 25.27
Household size 5.24 5.52 0.28 7.67
Nb. of minor children 2.66 2.74 0.08 2.81
Nb. of major children 0.70 0.72 0.02 0.91
Age of the youngest child 5.71 6.00 0.29 3.24
Age of the head 42.7 43.22 0.55 241
Woman head 0.38 0.19 -0.19 -23.52
Single parent household 0.34 0.16 -0.19 -25.29
Parents’ pluri-activity 0.Mm 0.06 -0.05 -9.74
Grandparents in the household 0.25 0.17 -0.08 -10.28
Parents’ highest level of education
Primary incomplete 0.13 0.08 -0.05 -9.20
Primary complete 0.36 0.28 -0.08 -9.88
Secondary incomplete 0.25 0.23 -0.02 -2.12
Secondary complete 0.17 0.24 0.07 9.81
University incomplete 0.05 0.08 0.03 6.23
University complete 0.03 0.08 0.05 10.57
Non-reporting of income 0.27 0.26 0.01 -0.90
Observations 8,791 4,288

Source: Author’s calculation based on the EPH microdata, 2004-2009.

Note: The poverty trends indicator measures the proportion of periods classified as poor for a house-
hold over its observation period, i.e. income per capita below $5.5/day (PPP 2011). The CV is the
coefficient of variation of household income. CV-down and CV-up measure the CV of sub-samples of
households with the same change in income between the first and second year of interview (negative
or positive). The sample comprises households with at least one minor child, and belonging to the first
three deciles of the national per capitaincome distribution in the first year of observation. A household
iseligible if the parents work in the informal sector, are domestic employees, are inactive, unemployed,
or retired without health coverage, during their first year of interview. Values in bold indicate signifi-
cant differences between the two groups at 95% level.
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Thus, aquasi-experimental DD strategy isapplied to compare the outcomes of heterogeneous groups,
controlling their stable characteristics over time. The strategy consists of comparing the dependent
variables of the treatment and control groups before and after the AUH implementation.** One
of the main identification assumptions of the DD strategy is that trends in the outcome variables
should have evolved in the same way in the absence of the program. In other words, the evolution of
household income stability and poverty should have followed a similar pattern without implement-
ing the program. While this cannot be proven, looking at trends for the different outcome variables

before the AUH implementation could help us gain confidence in its validity.

Figure 3.1 shows trends for each income stability outcome with a visual inspection of the uncondi-
tional mean for the eligible and non-eligible groups. As can be seen, the eligible and non-eligible
groups followed very similar trends for each indicator before the introduction of the AUH in late
20009. Levels of poverty and income fluctuations among eligible households are consistently higher
than those of non-eligible ones, which is to be expected since informal workers have higher income
risks, less regular income sources, and generally lower incomes than those in the formal sector.**
After 2009, the gap between the two groups decreases, coinciding with the implementation of the
AUH. While poverty fell for both groups up to 2008 (Figure 3.1a), poverty keeps declining after 2010
for the eligible group, while the other remains constant at around 10%. Similarly, the gap inincome
fluctuations between the two groups narrowed after 2009 (Figure 3.1b), mainly due to the CV-down
indicator, which restricts the sample to households experiencing a loss of income over the period

(Figure 3.1c). On the other hand, the CV-up trend appears very similar for both groups (Figure 3.1d).

43. Otherarticles assess the impact of the AUH on other outcomes using the DD strategy, such as labor formalization
(Garganta and Gasparini 2015), female labor participation (Garganta et al. 2017), or educational outcomes (Edo and Mar-
chionni 2019).

44, Also, it has to be noted that the structure of household income for both groups evolved in a similar way before the
AUH implementation (Figure 3.A.3 in Appendix 3.A).
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(c) CV-down
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Figure 3.1: Income stability trends among eligible and non-eligible households

Source: Author’s calculation based on the EPH microdata, 2004-2015.

Note: The coefficients shown correspond to the averages of the dependent variable over 2004 and 2015. Confidence
intervals at 95% are shown. The poverty trends indicator measures the proportion of periods classified as poor for a
household over its observation period, i.e. income per capita below $5.5/day (PPP 2011). The CV is the coefficient of
variation of household income. CV-down and CV-up measure the CV of sub-samples of households with the same change
in income between the first and second year of interview (negative or positive). The sample comprises households with
at least one minor child, and belonging to the first three deciles of the national per capita income distribution in the
first year of observation. A household is eligible if the parents work in the informal sector, are domestic employees, are
inactive, unemployed, or retired without health coverage, during their first year of interview. Clustered standard errors
by large urban areas.
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A second and essential assumption of the DD strategy is that no contemporary event other than the
AUH should explain any differences in outcome trends for the two groups. On this point, the litera-
ture is unanimous in stating that the AUH was the only central public policy that was implemented
in Argentina in 2009 and the following years (Bertranou 2010; Groisman et al. 2011; Garganta and
Gasparini 2015). Furthermore, possible anticipation of the program implementation is very unlikely
since the AUH was not expected in the country (Maurizio and Vazquez 2014). The AUH was notably
rolled outimmediately afterits announcement, and covered over 3 million children inits first month.
Itwas by far the largest program in the country regarding benefits and participants.* In the years fol-
lowing the AUH introduction, only the PROGESAR program was introduced in 2014, which aimed to
provide additional monetary resources to households with children aged 18 to 24 enrolled in univer-
sity and whose resources are below the national minimum wage. Since this financial contribution
could bias estimates of the program’s effect after 2014, further results exclude years after 2013, but

results remain unchanged.

Equation 3.2 below presents a standard linear specification of the DD model corresponding to the

main specification.

Y; = BiD; + BT + B3(T; + Dy) + 1 + 1, + OX; + u; (3.2)

The variable Y; corresponds to the dependent variable, corresponding to one of the indicators of in-
comestability fora household i. Thedummyvariable D, takes the value one for the post-intervention
period 2010-2015 or zero otherwise (2004-2009). T; is the treatment variable that takes the value
oneifahouseholdiiseligible to the AUH duringits firstyear of interview. Region #; and time 1}, fixed
effect are included. The set of control variables is the X; vector measured during the first interview
of household i. They include the age of the head of household and its square, its gender, the number
of under-18 and over-18 children and its square, the household size, the age of the youngest child,
the parents’ highest level of education, dummy indicating if grandparents live in the household, if
the head is asingle parent, and if the parents have multiplejobs. A final covariate identifies whether

the household benefited from the PJJHD social program, as well as its interaction with the treatment

45. See Figure 3.A.2 in Appendix 3.A to see the evolution of beneficiary households for the main social programs in
Argentina from 2003 to 2013.
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variablesinceittargeted unemployed heads of household. Lastly, the errorterm u; is clustered at the
large urban areas level. The DD strategy computes the changes in outcome between the control and

treatment groups over time, as in Equation 3.3.

T —C
1

By = (V1 - Y,) - (Vs - ) (3.3)

With T and C being respectively the treatment and control groups, before (0) and after (1) the AUH
introduction. The treatment effect is estimated by the coefficient f8; associated with the interaction
term (T, * D;). Then, the DD provides a consistent estimator of the impact of the AUH program on
income stability. An event study regression, including leads and lags into the model as in Equation

3.4, is also proposed to examine the dynamic treatment effect.

-1 m
Yi = ’71’ + 11t + Z VTTI',T + X 6TT1',T + QX[ + U; (3-4)

T=—q =0

Where the AUH implementation occursinyear 0, with g leads (anticipatory effects), and m lags (post-
treatment effects). Year-1is removed to avoid perfect multicollinearity and is therefore taken as the

reference point.

3.4 Results

3.4.1 Mainresults

Table 3.2 presents the results of the AUH program’s effect on each income stability outcome based on
Equation 3.2. For each dependent variable, the first column (i) reports the coefficients of the base-
line specification without controls, while the second column (ii) includes all controls, time and re-
gional dummies. The interaction term corresponds to the estimated impact of the AUH on the de-
pendentvariable. In all cases, the coefficient associated with the interaction term is always negative
and strongly statistically different from zero, except for the lastindicator only significantat10%. The

inclusion of controls, time and regional dummies does not alter the significance of the results.
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Results show that households eligible for the AUH experienced a 6.6 percentage points reduction
in the poverty trend indicator after the introduction of the program (1). This corresponds to an av-
erage decrease of 15% in the proportion of periods in poverty for eligible households, compared to
what would have happened without the AUH implementation. For the CV indicators, results also
show a reducing impact of the AUH on household income fluctuations. After the introduction of the
program, eligible households have a 3.3 percentage points reduction in the overall CV indicator (2),
i.e. an average drop of 7.2% in income fluctuations. The estimated impact of the program is more
pronounced when the direction of income variation is considered (columns 3 and 4). Households
eligible for the AUH whose incomes fell experienced a 6.7 percentage point drop in the CV after the
introduction of the program, i.e. a16% reduction in income fluctuations compared to the counter-
factual (3). By contrast, the estimated effect is only 4% for those whose income increased (4). Ad-
ditional results test alternative indicators of income variability using the CV indicator in equivalised
per capita income (Appendix 3.A Figure 3.A.4 and Appendix 3.B Table 3.B.2) and the standard devia-
tion of the arc percentage change (Appendix3.A Figure 3.A.5and Appendix 3.B Table 3.B.3), and show

very similar conclusions.

These first results show a stabilizing effect of the AUH on household incomes, particularly by reduc-
ing income fluctuations when households experience income losses. Assuming an estimated take-
up rate of 82%, the program reduces the proportion of periods spent in poverty by around 18%, and

the CV by almost 20% for households with a loss of income during the period.

Instead of looking at the AUH’s overall effect on the pre- and post-period, Figure 3.2 shows the dy-
namics of the program’s effect for each dependentvariable (interaction term between the treatment
variable and a time dummy). The plotted coefficients represent the pre-treatment (leads) and post-
treatment (lags) effects based on Equation 3.4 with full controls., with the -1 period as reference. The
results here confirm the similar evolution of the two groups prior to AUH implementation, with non-

significant coefficients in each period prior to 2010.
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(c) CV-down
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Figure 3.2: Income stability trends among eligible and non-eligible households

Source: Author’s calculation based on the EPH microdata, 2004-2015.

Note: The coefficients shown correspond to the interaction terms between the treatment variable and a time dummy
based on equation (4). Confidence intervals at 90% and 95% are shown. The poverty trends indicator measures the time
spent in poverty by a household during its observation period. i.e. income per capita below $5.5/day (PPP 2011). The CV
is the coefficient of variation of household income. CV-down and CV-up measure the CV of sub-samples of households
with the same change in income between the first and second year of interview (negative or positive). The sample com-
prises households with at least one minor child, and belonging to the first three deciles of the national per capitaincome
distribution in the first year of observation. A household is eligible if the parents work in the informal sector, are domes-
ticemployees, are inactive, unemployed, or retired without health coverage, during their first year of interview. Control
variables include household head age and squared, gender, whether single parent, number of children under and over
18 and squared, household size, parents’ highest level of education, whether parents have multiple jobs, whether the
household benefited from the PJJHD program during the period and its interaction with the treatment variable, and
time and region fixed effects. Clustered standard errors by large urban areas.
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After the program’s implementation, the gap between the two groups widens steadily, and seems
to persist for each indicator. In line with the previous results, only the CV-up indicator shows coeffi-
cients that are mostly equal to zero for each period. Households eligible for the AUH have a lower
proportion of periods in poverty during their observation period, ranging from -3 to -9 percentage
points (Figure 3.2a). Interestingly, the estimated impact of the program is higher two periods after
itsintroduction. One reason for this may lie in extending the program to pregnant women from their
12th week of pregnancy until birth in 2011. However, this hypothesis cannot be accurately verified in
the data since the EPH survey does not identify whether a woman is pregnant at the time of the sur-
vey. As shown in the table above, the program also reduces the CV of household income, and this
effect appears stable over time (Figure 3.2b). The effect is stronger among households with a neg-
ative trend in income over the period (Figure 3.2c) compared to those with a positive trend (Figure

3.2d).

These findings confirm that the AUH significantly reduces poverty transitions among economically
vulnerable households working in the informal sector. They also confirm that the AUH stabilizes
household income flows with a persistent effect over time. These results echo those of (Micha and
Trombetta 2020) forthe same AUH case, and are consistent with the literature showing the buffering
effect of social safety net programs againstincome instability in the US (Hardy 2017), even ifa direct

comparison between different programs and contexts remains difficult

3.4.2 Robustness checks

3.4.2.1 Falseinterventions

Several exercises are presented to test the robustness of the results found above. A first exercise veri-
fies the parallel trends assumption by implementing false interventions before the AUH implemen-
tation. Table 3.3 below presents the estimated coefficients for each dependent variable for years in

which a false program introduction is tested based on Equation 3.2.
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Table 3.3: Robustness - Effect of false interventions on income stability

Panel A
U] )
Dependent variables Poverty trends cv
. . 2006 2007 2008 2006 2007 2008
Year of the false intervention . . . .
(i) (i) (iii) (i) (i) (iii)
After*Eligible 0.0091 -0.0092 -0.0017 0.0005 -0.0204** -0.00M
(0.0116) (0.0100) (0.0143) (0.0108) (0.0075) (0.0152)
Eligible 0.2022°**  0.2120°**  0.2082***  0.1144™*  0.1239"**  0.1149***
(0.0179) (0.0146) (0.0138)  (0.0073)  (0.0106)  (0.0084)
After -0.1632***  -0.2493*** 0.0000 -0.0153*  -0.0232*** 0.0000
(0.0148) (0.0158) (0.0000) (0.0081) (0.0073) (0.0000)
Controls, time and regional dummies Yes Yes Yes Yes Yes Yes
R-squared 0.3537 0.3537 0.3537 0.0637 0.0640 0.0637
Observations 13,079 13,079 13,079 13,079 13,079 13,079
Average 0.348 0.306 0.244 0.369 0.355 0.353
Panel B
®3) 4)
Dependent variables CV-down CV-up
Year of the false intervention 20.06 20..07 29.98 20.06 2997 29.98
(i) (i) (iii) (i) (i) (iii)
After*Eligible -0.0319% -0.0388 -0.0176 0.0049 -0.0185 0.0034
(0.0164) (0.0300)  (0.0520)  (0.0156) (0.0111) (0.0367)
Eligible 0.1501°**  0.1476**  0.1321°**  0.1102"**  0.1212"**  0.1127***
(0.0300) (0.0367) (0.0316) (0.0087) (0.0064) (0.0049)
After 0.0203 0.0376 0.0000 -0.0172 0.0256"F 0.0127

(0.0191) (0.0271)  (0.0000)  (0.0105) (0.0112) (0.0111)

Controls, time and regional dummies Yes Yes Yes Yes Yes Yes

R-squared 0.0782 0.0785 0.0776 0.0697 0.0699 0.0697
Observations 4,015 4,015 4,015 9,064 9,064 9,064
Average 0.301 0.302 0.298 0.392 0.374 0.373

Source: Author’s calculation based on the EPH microdata, 2004-2009.

Note: Difference-in-difference estimates. Column (1) measures the effect of the program on the probability of a house-
hold falling below the poverty line during its observation period. i.e. income per capita below $5.5/day (PPP 2011). Column
(2) measures the effect on the coefficient of variation of household income. Columns (3) and (4) on the sub-samples of
households with the same change in income between the first and second year of observation (negative or positive). The
sample comprises households with at least one minor child, and belonging to the first three deciles of the national per
capita income distribution in the first year of observation. Eligible variable takes the value 1 if the parents work in the
informal sector, are domestic employees, are inactive, unemployed, or retired without health coverage, during their first
year of observation. After variable takes the value 1 after the false program implementation, otherwise 0. Control vari-
ablesinclude household head age and squared, gender, whether single parent, number of children under and over 18 and
squared, household size, parents’ highest level of education, whether parents have multiple jobs, whether the household
benefited from the PJJHD program during the period and its interaction with the treatment variable, and time and region
fixed effects. Clustered standard errors are in brackets (by large urban areas). *** p<0.01, ** p<0.05, * p<0.1. The value in
the last row corresponds to the average of the dependent variable for the control group before the AUH implementation.

Most coefficients of the interaction term are not significant, orindicate a slight divergence that does
not persist over time. In the early 2000s, several other social programs such as the PJJHD (2002)

and Plan Familias (2005) were in place to reduce the high unemployment and poverty rates after the
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country’s 2001 economic crisis, affecting households similarly targeted by the AUH (unemployed or
non-employable people). The number of PJJHD beneficiaries gradually declined as well as its effec-
tiveness since its value was not adjusted for inflation (Figure 3.A.2 in Appendix 3.A). While the EPH
provides information on whether households have benefited from the PJJHD program, this is not
the case for the Plan Familias program, which may explain slight divergences in trends between the

two groups in the early period of analysis.

3.4.2.2 Samplesize

The second exercise checks the sensitivity of the results at different sample sizes. Figure 3.3 summa-
rizes the results for each dependentvariable by plotting the coefficients of the program’s effect.*¢ All
estimations are based on Equation 3.2 with full controls and exhibit the 90% and 95% confidence in-
tervals. The first part 3.3a presents the results when the sample size is restricted to lower deciles
(Model 1) or extended to higher deciles (Models 3 and 4) of the national distribution of per capita
income. The estimated impact remains quite stable across the specifications compared to the main
results (Model 2). The program’simpacton the CV declines as more affluent households are included

in the sample, which is to be expected as the AUH weighs relatively less in household budgets.

In the second part 3.3b, several alternative models are tested and compared to the baseline model
(Model1). Model 2 extends the sample to households interviewed only twice, instead of three or four
times. Model 3 proposes a stricter definition of program eligibility, restricting the sample to eligible
and non eligible households over the entire period, instead of the first year of observation. Model
4 restricts the analysis period to the years before 2014 to avoid potential bias from the PROGRESAR
program implementation. Finally, Model 5 only keeps households that have declared all their in-
come, and drops those where at least one household member has a non-declared source of income
over the period. For each alternative model, the conclusions remain similar, with estimates of the
program’s effect very close to those of the baseline specification (Model 1). The inclusion of house-
holdswith a shorter follow-up period does notchange the resultsand tends to increase the program’s
estimated effects, particularly for the CV-up indicator. The other alternative specifications have only

minor effects on the coefficients found, confirming the stability of these results.

46. Tables with all coefficients are available in Appendix 3.B (Tables 3.B.4 and 3.B.5).
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(a) Sample size: Poverty trends, CV, CV-down, CV-up (left to the right)
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Figure 3.3: Robustness - Effect of the AUH on income stability at alternative sample sizes

Source: Author’s calculation based on the EPH microdata, 2004-2015.

Note: The coefficients shown correspond to the interaction term of difference-in-difference estimates based on equa-
tion (2). Confidence intervals at 90% and 95% are shown. The poverty trends indicator (a) measures the time spent in
poverty by a household during its observation period, i.e. income per capita below $5.5/day (PPP 2011). The CV (b) is the
coefficient of variation of household income. The CV-down and CV-up indicators (c and d) are calculated for households
with a drop and increase in income respectively between the first and second year of observation. For subgraph (a): the
sample is composed of households with atleast one minor child and belonging to the corresponding poorest deciles (D2
to D5) of the household per capita income distribution in the first year of appearance in the survey. For subgraph (b): the
sample comprises households with at least one minor child, and belonging to the first three deciles of the national per
capita income distribution in the first year of observation. Model 1 is the baseline main model, where a household is
eligible if the child’s parents are either informal workers, domestic employees, unemployed or inactive, or retired with-
out health coverage over its first observation year. In Model 2, the sample also includes households with two interviews
over time, instead of three or more. In Model 3, only eligible and non-eligible households over the entire observation
period are kept, instead of the first year. In Model 4, the analysis period is restricted to 2004-2013 instead of 2004-2015.
Finally, Model 5 drops households in which a member has not reported income over the observation period. Control
variables include household head age and squared, gender, whether single parent, number of children under and over
18 and squared, household size, parents’ highest level of education, whether parents have multiple jobs, whether the
household benefited from the PJJHD program during the period and its interaction with the treatment variable, and
time and region fixed effects. Clustered standard errors by large urban areas.
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3.4.2.3 Matching

The third exercise combines the DD strategy with a kernel-based matching adapted for repeated
cross-section data (Heckman et al. 1998; Blundell and Dias 2009).%” As the sample of households
changes over the survey years due to the data’s rotating structure, the DD framework with repeated
cross-section data may suffer from compositional change for the control and treated groups over
time. The combination of matching and DD methods can control for differences in the composition
of the two groups before and after the treatment (Fernandez and Villar 2017). The matching proce-
dure uses the same control variables as the DD framework. More details on the matching process

and quality are provided in Appendix 3.C (Figures 3.C.1t03.C.3).

Table 3.4 shows the results of the benchmark exercise. Again, similar results are found for each de-
pendentvariables, with and without controls. The magnitude of the impact on the different depen-
dents variables is very similar to the DD model without matching, except for the CV-up indicator for
which the estimated effect is stronger and roughly equal to that found for the CV-down. All these
results point in the same direction and demonstrate the program’s reducing impact on income in-

stability.

47. The -diff- Stata package is used to implement the kernel-based matching estimator (Villa 2016), as well as the
-psmatch2 — package to create the matching quality graphs (Leuven and Sianesi 2018).
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3.4.3 Heterogeneous effects

Thissection explores the potential heterogeneous effects of the AUH program onincome stability ac-
cording to household composition and structure. Table 3.5 reports the triple and double interaction
term coefficients for each indicator. Globally, the addition of triple interaction does not significantly
alterthe overall effect of the program (double interaction term) which remainssignificantand stable

according to the different specifications. Two main results stand out.

First, the reducing effect of the AUH on the proportion of periods in poverty during the observation
period is stronger among households with three or more children (1.c), and those with a young child
under 6 (1.d). In both cases, the program reduces the proportion of periods in poverty by around
24% compared to the counterfactual, instead of 13% for the others. Also, the impact on the CV-down
indicator is roughly three times more efficient in households with a young child (3.d) compared to
those with older children (-22% vs -7.3%). Given that these households are poorer on average in
the sample, the AUH represents a proportionally higher share of their total income. Similarly, as
householdswith young children have high expenses (nursery, specificfood, and products forinfants),
this additional source of income helps mitigate the impact of adverse income shocks on household

income.

Second, there is a significant gap in the program’s effectiveness between men and women heads of
household (1.a). The estimated impact for an eligible household headed by a woman is four times
less than fora man-headed household (-5.5% vs -21%) for the poverty trends, and around two times
lower for the CV-down (-9% vs -19%). While this result may be surprising, the family structure of
women-headed household differs significantly from that of men, since most of these women are sin-
gle (76%). Similarly, the effect is roughly the same when specifically looking single heads of house-
hold (1.b). These results suggests that the program’s effectiveness in stabilizing incomes is more lim-
ited in households that are the least resilient to shocks, such as those with low flexibility in work or

time use.
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Table 3.5: Heterogeneity Triple DD model - Effect of the AUH on income stability

) @) €) (4)

Dependent variables Poverty trends cv CV-down CV-up

(a) Woman heald of household

After*Treated*Woman 0.0687*** 0.0177* 0.0488*** 0.0116
(0.0142) (0.0099) (0.0116) (0.0144)

After*Treated -0.0924%%* -0.0421°%*  -0.0835"**  -0.0268™**
(0.0141) (0.0045) (0.0148) (0.0077)

(b) Single parent household

After*Treated*Single 0.0512%** -0.0152 0.0001 -0.0088
(0.0164) (0.0124) (0.0148) (0.0173)

After*Treated -0.0847*** -0.0360**  -0.0748™**  -0.0226"
(0.0115) (0.0052) (0.0149) (0.0097)

(c) Three or more children

After*Treated*Children -0.0400%** -0.0146* 0.0191 -0.0303***
(0.0113) (0.0072) (0.0211) (0.0094)

After*Treated -0.0490%** -0.0271"**  -0.0780%** -0.0072
(0.0159) (0.0067) (0.0211) (0.0124)

(d) Young child in the household (< 5 y.0)

After*Treated*Young -0.0462°"* -0.0651°*  -0.0694**  -0.0604"
(0.0145) (0.0292) (0.0273) (0.0322)
After*Treated -0.0416** 0.0022 -0.0270** 0.0128
(0.0169) (0.0185) (0.0099) (0.0245)
(e) Grand-parents in the household
After*Treated*Grandparents 0.0147 -0.0310* -0.0086 -0.0379
(0.0181) (0.0170) (0.0158) (0.0261)
After*Treated -0.0669*** -0.0283"*  -0.0655*** -0.0131
(0.0142) (0.0064) (0.0140) (0.0133)
Controls, time and regional dummies Yes Yes Yes Yes
Observations 25,808 25,808 8,532 17,276

Source: Author’s calculation based on the EPH microdata, 2004-2015.

Note: Estimation of a triple difference-in-difference model. Column (1) measures the effect of the
program on the probability of a household falling below the poverty line during its observation
period. i.e. income per capita below $5.5/day (PPP 2011). Column (2) measures the effect on the coef-
ficient of variation of household income. Columns (3) and (4) on the sub-samples of households with
the same change in income between the first and second year of observation (negative or positive).
The sample comprises households with at least one minor child, and belonging to the first three
deciles of the national per capita income distribution in the first year of observation. Eligible variable
takes the value 1 if the parents work in the informal sector, are domestic employees, are inactive,
unemployed, or retired without health coverage, during their first year of observation. After variable
takes the value one for the periods after the AUH implementation (2010-2015), otherwise zero (2004-
2009). Control variables include household head age and squared, gender, whether single parent,
number of children under and over 18 and squared, household size, parents’ highest level of educa-
tion, whether parents have multiple jobs, whether the household benefited from the PJJHD program
during the period and its interaction with the treatment variable, and time and region fixed effects.

Clustered standard errors are in brackets (by large urban areas). *** p<0.01, ** p<0.05, * p<0.1.
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3.4.4 Effectson household financial behavior

This final section explores other potential effects of the AUH program on households’ financial be-
havior, i.e. on the strategies for coping with income risk. When a households are affected by a shock,
various strategies can be adopted to maintain their consumption or well-being. Households may re-
sort to internal strategies (sale of assets, dissaving) or external strategies (charity from associations
or the community, taking loans) to help overcome a temporary shock. However, these can also al-
ter the standard of living or the financial pressure exerted on a household (informal loans with high
interest rates). Receiving an additional and stable source of income should modify households’ fi-

nancial behavior, particularly with regard to last-resort strategies to avoid poverty.

Table 3.6 shows the results of the AUH’s effect on the probability of using one of the financial strate-
gies during the observation period.*® After the implementation of the program, the proportion of
eligible households that rely on monetary or in-kind donations fell by 20.6% and 13.7% respectively
(Columns 1 to 3). Similarly, households eligible for the AUH are also 10% less likely to take out an
informal loan from to cover expenses (Column 5), while the proportion taking out a formal loan is on
the rise, but remains marginal (Column 7). This last point should be taken with caution, however, in
view of the low proportion of households reporting the use of this strategy. These results corroborate
those of Vera-Cossio et al. (2023), showing that the expansion of a cash transfer program in Colom-
bia to vulnerable households reduces their likelihood of getting into debt, particularly on predatory

loans, while increasing their use of formal loans and bank account ownership.

Overall, the stabilization of household income induced by the AUH also seems to be modifying house-
hold financial behavior. In line with previous results, households eligible for the program are less
likely to resort to monetary and in-kind donations from the public or private sectors to cope with
financial difficulties. They are also less inclined to take out informal loans, which can significantly

increase the risks of over-indebtedness and financial pressure on the household.

48. The question asked inthe survey foreach strategy is: “Inthe lastthree months, have the members of this household
lived from..”.
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3.5 Summary and concluding remarks

This paper evaluates the impact of the AUH — the largest Argentina’s non-contributory program —
on income stability within vulnerable households over the 2004-2015 period. The AUH aims to ex-
tend social protection system to children living in economically vulnerable households whose par-
ents work in the informal sector. Household income stability is evaluated by looking at poverty tran-
sitions, i.e. the proportion of periods spent in poverty by a household during its observation period,
and the coefficient of variation in income. A quasi-experimental DD method is employed to assess
the intention-to-treat by comparing households eligible and non-eligible for the program. Fourth

main results stand out.

First, results show that the AUH significantly reduces the proportion of periods in poverty for eligible
households by 15% compared to the situation without the program implementation. This protective
effect, stemming from a direct income boost, enables eligible and low-income households to avoid
slipping back into poverty and reduce income swings that would lead to a return to poverty. Sec-
ond, the program effectively stabilizes household income streams, particularly among those whose
income declined over the period, with an average 16% reduction in the CV for eligible households
compared to the counterfactual. It confirms the program’s role in mitigating income losses through

a predictable and consistent income source throughout the year.

Third, the program affects eligible households heterogeneously depending on their family structure.
The program’s effect on poverty is higher for households with a young child and larger family sizes
(more than two children), potentially stemming from their relatively poorer economic conditions in
the sample. Conversely, the reducing effects on poverty and income-stabilizing effects are consider-
ably reduced inwomen-headed households, the latter being overwhelmingly single mothers. Those
results suggest that the program may be not sufficient to stabilize these households’ economic sit-
uation, whose adaptation to a shock is more challenging because of a lack of flexibility in work or a

higher economic burden. These results warrant further investigation.

Fourth, the exploration of the program’s effect on household financial behavior reveals that eligible

households rely less on in-kind and monetary donations, and take out fewer informal loans after the
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introduction of the program. These findings further support the stabilizing role of the AUH for vul-
nerable households, reducing the need to adopt last-resort strategies against poverty. However, sev-
eral limitations warrant consideration. While the results show that the AUH helps reduce household
income fluctuations, comparing eligible and non-eligible households fails to elucidate the duration
of a household’s program benefit. Antipoverty policies can inadvertently increase income instability,
particularly for households teetering on the edge of eligibility or household members intermittently
engaged in the formal sector (Wolf et al. 2014). Although the AUH has been promoted as universal,
many households are still excluded from the program because of administrative barriers, geograph-
ical remoteness, lack of documentation, or processing of files (Pautassi et al. 2013). Also, the low
frequency of household interviews per year (two interviews at most) makes it difficult to assess the
program’s impact on intra-year household income fluctuation. Finally, the EPH survey does not al-
low the examination of the underlying mechanisms driving the decline or increase in income and
the specific shocks experienced by the household. Exploring potential changes in consumption or

saving habits among program beneficiaries could offer valuable insights.

In conclusion, | believe the results found in this paper are relevant from a public policy perspective
and show the benefits of extending access to social protection for households that are not only poor,
but at high risk of poverty, whether due to family situations or precarious employment status. The
proliferation of non-contributory CT programs alongside formal contributory systems in LA may ex-
acerbate the divide between the two systems, diverging from the universal ambit of family policies.
It is needed to design more cohesive, unified, and sustainable social protection systems that cover

risks common to all citizens, aligning with a universal social protection system.
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APPENDIX

3.A Appendix A: Supplementary figures
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Figure 3.A.1: Structure of the EPH survey
Source: Author’s adaptation of the EPH methodology (INDEC, 2003).
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Figure 3.A.2: Evolution of the main social programs in Argentina (2003-2013)
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Source: Data come from the Abiertos Asignaciones Universales (ANSES) for the AUH and from (Fenwick
2013) for the PF (Plan Familias)/PJJHD programs.

Note: PJJHD = Plan Jefes y Jefas de Hogares Desocupados ; AUH = Asignacion Universal por Hijo. The AUH
was implemented in November 2009.
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(a) Average monthly per capita income over time
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(c) Share of household income from the state, church, etc.
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Figure 3.A.3: Evolution in the structure of household income among eligible and non-eligible households

Source: Author’s calculation based on the EPH microdata, 2004-2015.

Note: The sample comprises households with at least one minor child, and belonging to the first three deciles
of the national per capita income distribution in the first year of observation. A household is eligible for the
programifachild has parentswho are eitherworkingin the informal sector, domesticemployees, unemployed
orinactive, or retired without health coverage for the first observation year. Income from labor includes retire-
ment pensions. Confidence intervals at 95% are shown.
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Figure 3.A.4: Estimated effect of the AUH on the CV indicator in equivalised household income

Source: Author’s calculation based on the EPH microdata, 2004-2015.

Note: The coefficients shown correspond to the interaction terms between the treatment variable and a time dummy
based on equation (4). Confidence intervals at 90% and 95% are shown. The EQCV is the coefficient of variation of equiv-
alised household income. EQCV-Down and EQCV-Up are the EQCV on the sub-samples of households with the same
change inincome between the first and second year of observation (negative or positive). The OECD equivalence scaleis
used (1 for the first adult, 0.5 for each additional member older than 14, and 0.3 for children under 14). The sample com-
prises households with at least one minor child, and belonging to the first three deciles of the national per capitaincome
distribution in the first year of observation. A household is eligible if the parents work in the informal sector, are domes-
ticemployees, are inactive, unemployed, or retired without health coverage, during their first year of interview. Control
variables include household head age and squared, gender, whether single parent, number of children under and over
18 and squared, household size, parents’ highest level of education, whether parents have multiple jobs, whether the
household benefited from the PJJHD program during the period and its interaction with the treatment variable, and
time and region fixed effects. Clustered standard errors by large urban areas.
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Figure 3.A.5: Estimated effect of the AUH on the standard deviation of arc percentage change indicator

Source: Author’s calculation based on the EPH microdata, 2004-2015.

Note: The coefficients shown correspond to the interaction terms between the treatment variable and a time dummy
based on equation (4). Confidence intervals at 90% and 95% are shown. The SD Arc is the standard deviation of arc
percentage change in household income. SD Arc-down and SD Arc-up measure the SD arc percentage change on the
sub-samples of households with the same change in income between the first and second year of interview (negative or
positive). The sample comprises households with at least one minor child, and belonging to the first three deciles of the
national per capita income distribution in the first year of observation. A household is eligible if the parents work in the
informal sector, are domesticemployees, are inactive, unemployed, or retired without health coverage, during their first
year of interview. Control variables include household head age and squared, gender, whether single parent, number
of children under and over 18 and squared, household size, parents’ highest level of education, whether parents have
multiple jobs, whether the household benefited from the PJJHD program during the period and its interaction with the
treatment variable, and time and region fixed effects. Clustered standard errors by large urban areas.
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(c) CV-down
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Figure 3.A.6: Matched DD - Effect of the AUH on income stability over time.

Source: Author’s calculation based on the EPH microdata, 2004-2015.

Note: Matched difference-in-difference estimates. The coefficients shown correspond to the interaction terms between
the treatmentvariable and a time dummy based on equation (4). Confidence intervals at 90% and 95% are shown. The
poverty trends indicator measures the time spent in poverty by a household during its observation period. i.e. income
per capita below $5.5/day (PPP 2011). The CV is the coefficient of variation of household income. CV-down and CV-up
measure the CV of sub-samples of households with the same change in income between the first and second year of in-
terview (negative or positive). The sample comprises households with at least one minor child, and belonging to the first
three deciles of the national per capita income distribution in the first year of observation. A household is eligible if the
parents work in the informal sector, are domestic employees, are inactive, unemployed, or retired without health cover-
age, during their first year of interview. Variables used for the matching include household head age, gender, whether
single parent, number of children under and over 18, household size, parents’ highest level of education, whether par-
ents have multiple jobs. Control variables are the same as those used for the matching plus an interaction term between
the treatment variable and the PJJHD variable, as well as time and region fixed effects. Clustered standard errors are in
brackets (by large urban areas).
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3.B Appendix B: Supplementary tables

Table 3.B.1: Characteristics of the AUH beneficiaries (ENCHo, 2012)

Household level

Household size 4.94
Income per capita ($US PPP 2011) $10.97/day
Parents level Head of household (%)  Spouse (%)
Sex
Men 65.7 15.5
Women 343 84.5
Age (years) 41.2 36.6
Age composition
<19 0.0 1.0
19-25 7.2 13.6
26-34 27.3 34.2
35-64 60.3 491
>64 52 2.1
Education
Primary incomplete 18.1 15.3
Primary complete 29.9 321
Secondary incomplete 25.2 24.9
Secondary complete 19.8 21.0
University incomplete 3.6 47
University complete 2.2 1.9
Others 1.2 0.2
Labor status
Employee 54.6 30.7
Self-employed 21.9 12.7
Employer 1.7 0.3
Family worker 0.0 0.2
Inactive/unemployed 21.7 56.1
Observations 2806 1970

Source: Author’s elaboration based on ENGHo (2012).
Note: Income values are deflated in 2018 pesos and converted in $US (PPP
2011) adapted for 2018. The factor conversion from the World Bank is 14.23.
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Table 3.B.2: Effect of the AUH on the CV indicator in equivalised per capita income

)

©)

Dependent variables EQCV EQCV-down EQCV-up
(i) (ii) (i) (ii) (i) (i)
After*Eligible -0.0183**  -0.0307"**  -0.0418"** -0.0628"**  -0.0081 -0.0165*
(0.0050) (0.0041) (0.0063) (0.0119) (0.0087) (0.0087)
Eligible 0.0882***  0.0983***  0.0971°**  0.1113***  0.0878™*  0.0962"**
(0.0070) (0.0084) (0.0110) (0.0179) (0.0061) (0.0056)
After -0.0209***  -0.0087 0.0032 0.0154 -0.0267***  -0.0197
(0.0054) (0.0095) (0.0056) (0.0118) (0.0071) (0.0169)
Coqtrols, time a.nd No Yes No Yes No Yes
regional dummies
R-squared 0.0399 0.0697 0.0374 0.0705 0.0425 0.0765
Observations 25,808 25,808 8,773 8,773 17,035 17,035
Average 0.303 0.256 0.321

Source: Author’s calculation based on the EPH microdata, 2004-2015.

Note: Difference-in-difference estimates. Column (1) measures the effect on the coefficient of variation
of equivalised household income. Columns (2) and (3) on the sub-samples of households with the same
change in income between the first and second year of observation (negative or positive). The OECD equiv-
alence scale is used (1 for the first adult, 0.5 for each additional member older than 14, and 0.3 for children
under 14). The sample comprises households with at least one minor child, and belonging to the first three
deciles of the national per capita income distribution in the first year of observation. Eligible variable takes
the value 1if the parents work in the informal sector, are domestic employees, are inactive, unemployed, or
retired without health coverage, during their first year of observation. After variable takes the value 1 for the
periods after the AUH implementation (2010-2015), otherwise 0 (2004-2009). Control variables include
household head age and squared, gender, whether single parent, number of children under and over18 and
squared, household size, parents’ highest level of education, whether parents have multiple jobs, whether
the household benefited from the PJJHD program during the period and its interaction with the treatment
variable, and time and region fixed effects. Clustered standard errors are in brackets (by large urban areas).
% p<0.01, ** p<0.05, * p<0.1. The value in the last row corresponds to the average of the dependent variable
for the control group before the AUH implementation.
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Table 3.B.3: Effect of the AUH on the standard deviation of arc percentage change in income

m 2 ®3)
Dependent variables SD Arc SD Arc-down SD Arc-up
(i) (ii) (i) (ii) (i) (ii)

After*Eligible 3.7622°**  -7.5063***  -8.2934"**  -15.1354"** 14584  -4.0924**

(1.1093) (0.8398) (1.8058) (4.2705) (1.9183) (1.7481)
Eligible 14.7949%**  18.0895"**  15.9946"**  21.5001"**  14.3954"**  16.8441%"*

(0.7235) (1.3316) (1.5694) (3.9179) (0.8217) (0.8710)
After -1.6963"* 3.5474* 0.3755 11.9980 -2.5074% -0.0414

(0.7744) (1.9999) (1.4472) (8.8328) (1.2643) (1.4356)
Con.trols, time a.nd No Yes No Yes No Yes
regional dummies
R-squared 0.0224 0.0417 0.0186 0.0523 0.0253 0.0439
Observations 25,808 25,808 8,532 8,532 17,276 17,276
Average 50.57 48.72 51.27

Source: Author’s calculation based on the EPH microdata, 2004-2015.

Note: Difference-in-difference estimates. Column (1) measures the effect on the standard deviation of arc
percentage change in household income. Columns (2) and (3) on the sub-samples of households with the
same change in income between the first and second year of observation (negative or positive). The sample
comprises households with at least one minor child, and belonging to the first three deciles of the national
per capitaincome distribution in the first year of observation. Eligible variable takes the value 1if the parents
work in the informal sector, are domestic employees, are inactive, unemployed, or retired without health
coverage, during their first year of observation. After variable takes the value 1 for the periods after the AUH
implementation (2010-2015), otherwise 0 (2004-2009). Control variables include household head age and
squared, gender, whether single parent, number of children under and over 18 and squared, household size,
parents’ highest level of education, whether parents have multiple jobs, whether the household benefited
from the PJJHD program during the period and its interaction with the treatment variable, and time and
region fixed effects. Clustered standard errors are in brackets (by large urban areas). *** p<0.01, ** p<0.05, *
p<0.1. The value in the last row corresponds to the average of the dependent variable for the control group
before the AUH implementation.
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3.C Appendix C: Matching

Matching procedure and quality

Since households in treated and control groups cannot be followed over the pre- and post-periods,
three sets of weights are calculated independently according to the calculated propensity score (two
sets of weights in the pre- and post-periods for the control group and one in the pre- period for the
treated group). The variables used for the matching are the number of under-18 and over-18 children
and its square, the household size, age of the youngest child, the parents’ highest level of education,
dummy indicating if grandparents live in the household, if a woman heads the households, if a sin-
gle parent heads the household, if the parents have multiple jobs, the region, and the age and age
squared of the head.

Figures A6 to A8 illustrate the quality of matching. Figure A6 and A7 show the distribution of the
propensity score before and after matching, as well as the propensity score distribution by group
between the post-treated group and the three other control groups (pre-treated, pre-control and
post-control) to visually check the overlap of the region of common support. In each case, there is a
wide common support the two groups with similar propensity score distributions. Figure A8 demon-
strates that the matching clearly reduces standardized bias across covariates compared to the un-
matched situation. Eligible and non-eligible households are more similar in terms of observable
characteristics than in the unmatched model (apart from the age of the head of household, which

differs slightly).
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Figure 3.C.1: Propensity score before and after matching
Source: Author’s calculation based on the EPH microdata, 2004-2015.
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APPENDIX C

(a) Treated in post-period vs Control in pre-period

T T T T i
2 4 6 8 1
Propensity Score

= TreatedPost BN ControlPre SN Off support

(b) Treated in post-period vs Control in post-period

2 4 K 8 1
Propensity Score
B Treated Post 1 ControlPost ~ EEE Off support

(c) Treated in post-period vs treated in pre-period

2 4 K 8 1
Propensity Score

Bl Treated Post [ Treated - Pre B Off support

Figure 3.C.2: Propensity score by group and common support

Source: Author’s calculation based on the EPH microdata, 2004-2015.
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Figure 3.C.3: Standardized bias before and after the matching
Source: Author’s calculation based on the EPH microdata, 2004-2015.
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GENERAL CONCLUSION

While the economicliterature has extensively examined the fallin poverty and extreme poverty world-
wide, and the development of the middle class in different parts of the world (Kharas 2010; Ferreira
etal. 2013), more recent studies have, however, tempered these trends by highlighting the fragility
of a substantial proportion of the population, including part of the middle class (Birdsall et al. 2014;
Stampini et al. 2016; Kochhar 2020). This present doctoral dissertation in applied microeconomics,
structured around three essays on development economics, aims to provide new insights into the
economic vulnerability of populations through the case of Latin America (LA), with a particular fo-
cuson Argentina. For this purpose, this thesis relies on various methodological approaches based on
quantitative and qualitative materials, and mobilizes multiple tools ranging from descriptive statis-

tics to quasi-experimental techniques.

The first chapter of this thesis examines the vulnerability of the middle class through the case of Ar-
gentina, a nation repeatedly affected by economic crises. Adopting an original approach combining
quantitative and qualitative analysis, this chapter reveals several salient points. Firstly, the quanti-
tative analysis based on the Encuesta Permanente de Hogares (EPH) national household surveys shows
that the middle-income class grew significantly between 2003 and 2021, and is made up of hetero-
geneous profiles in terms of education or employment. Secondly, a substantial part of this group
remains vulnerable to poverty due to crises and declining government support. Thirdly, the qualita-
tive interviews conducted with members of the middle class show homogeneity in aspirations for
consumption, access to property, security, and the priority given to education and health. Finally, all
strongly reject corruption and show a high degree of dissatisfaction with the country’s redistribution

system, despite their attachment to state intervention.

The second chapter of this thesis builds on this unanimous criticism of Argentina’s redistribution sys-
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tem to explore more specifically the redistributive preferences of citizens in LA. Notorious for its high
levels of socio-economic inequality, the region is also characterized by strong territorial disparities,
which impact the development and effects of the public policies implemented (Berdegué etal. 2011;
Ferréetal.2012; Berdeguéetal. 2015). Atthe sametime, Holland (2018),amongotherstudies, shows
aweak polarization of redistributive demands in the region between the poorest and richest citizens.
From this perspective, this chapteraimstoshed lighton the relationship between citizens’ redistribu-
tive preferences and their territorial anchorage. Using four waves of the nationally-representative
LAPOP (Latin American Public Opinion Project) opinion survey between 2012 and 2018, geolocation
of1,108 cities across 16 countries of survey respondents is carried out, enabling their classification be-
tween major urban centers and marginalized areas, via a center-periphery approach. Remote sens-
ing data on night-time luminosity are also used as a proxy for each city’s level of development. Re-
sults show that citizens in peripheral areas are more likely to express strong support for redistribu-
tion than their counterparts in urban centers, even when controlling for individual socio-economic
characteristics. More specifically, citizens’ redistributive demands are generally higher those living
in small cities or villages in remote areas, and for those living in the richest peripheral areas com-
pared to the least developed places. These previous results are mainly driven by the most affluent
citizens of these areas, who may be assimilated to a consumer middle class. Finally, the analysis high-
lightsadownward trend in redistributive preferencesin the regionsince 2012, and a narrowing of the

gap in redistributive demands between territories since 2014, with country-specific differences.

Finally, the third chapter of this dissertation investigates the effectiveness of redistributive programs
implemented to meetcitizens’ redistributive demands, by assessing the impact of a conditional cash
transfer program on its capacity to stabilize vulnerable households economically. The case of Ar-
gentin’s Asignacion Universal por Hijo (AUH) is considered, one of the largest redistributive programs
in the LA region. Implemented nationally in 2009, the program aims to extend the existing system
of family allowances to workers in the informal sector, who are subject to high economic vulnerabil-
ity due to unstable incomes and poor protection against shocks such as illness and job loss. Using
data from the Encuesta Permanente de Hogares national survey between 2004 to 2015, the analysis
relies on a difference-in-difference strategy to estimate the causal effect of the program on house-

hold financial stability, by comparing the income stability of eligible and non-eligible households
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over periods of one and a half years. The main results confirm the program’s effectiveness in stabi-
lizing the incomes of vulnerable households. The program lowers the proportion of periods spentin
poverty by 15% for eligible households compared to a situation without the program introduction.
The coefficient of variation of income is also reduced by 16% when households experience a loss of
income during the period, demonstrating the program’s capacity to smooth out income losses. The
program’s effect is heterogeneous depending on the family structure. It is more effective among
households with several children orayoung one, butits impactis largely reduced in households less
resilient to shocks, such as single mothers. Lastly, the program also seems to modify households’
financial behavior, notably by reducing their reliance on in-kind donations and private transfers, as

well as informal loans.

More generally, through various methodological approaches, this thesis contributes to document-
ing the extent of the economic vulnerability in LA. Despite an increase in the number of people in
the middle-income brackets in the region at the beginning of the century, and more modestly in the
last decade, a substantial part of the regional population remains economically insecure. The strong
segmentation of the labor marketin the region’s countries, the lack of social protection mechanisms,
and the low efficiency of redistribution systems, call for strong economic transformations in the re-

gion, where, once again, considerable disparities prevail.

Nevertheless, some levers seem possible to reduce the economic vulnerability of populations. Sev-
eral studies show the pivotal role of small and intermediate towns in peri-urban or peripheral ter-
ritories, particularly in their economic, social and cultural relationships with rural areas (Escobal et
al. 2015). Christiaensen and Todo (2014), in a long run analysis, find that countries with dispersed ur-
banization patterns made of several intermediate towns yield more inclusive growth patterns—i.e.
arise in average income per capita with a reduction of poverty and income inequality — than coun-
tries with only one of few large metropolises. Berdegué et al. (2015) also show that these smaller ur-
ban centersin rural-urban territories are associated with more economic growth and greater poverty
reduction in Chile, Colombia, and to a lesser extent in Mexico, with country- and territory-specific
underlying mechanisms. Redirecting publicinvestment decisions to these territories, where the ma-
jority of the poorest people live (Ferré et al. 2012; Gémez-Lobo and Oviedo 2023), could boost local

economicactivity and job creation, leading to more inclusive economic growth and helping to lower
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socio-spatial inequalities, which remain very high in LA (Christiaensen and Kanbur 2017).

Another lever is through public policy design. The presence of numerous “truncated welfare states” in
theregion, characterized by flat or regressive redistributive systems and exclusionary benefits, main-
tains a significant proportion of citizens in a state of high economic vulnerability without access to
social protection (Holland 2018). The introduction of more universal social and health policies, as
seen in the third chapter with the AUH in Argentina, or for instance with the primary health pro-
vision in Brazil (Estratégia Satide da Familia), provides vulnerable populations access to basic income
and services, while reducing the quality gap between publicand private systems (Niedzwiecki 2018).
Rather than amplifying the division between the two systems, reforms aimed specifically at reduc-
ing the strong segmentation of the labor market between insiders and outsiders of the formal sec-
torare also necessary to establish a "hard” and economically sustainable redistribution (Holland and
Schneider 2017). All these policies must also be accompanied by investments in territorial infrastruc-
tures, which are crucial to effectively implementing measures at sub-national levels and ensuring
the quality of public services (Niedzwiecki 2018). Furthermore, this would (at least partially) meet
the strong demand for redistribution emanating from marginalized territories, as shown in the sec-

ond chapter, while rebuilding a bond of trust between public authorities, institutions, and citizens.

However, the weakening of democracy in the region and the rise of political extremes and populism
could hamperthese developments. The social divide between the wealthiest citizens and part of the
middle class towards the public sector tends to widen in the region. On the one hand, those citizens
who are increasingly opting out of the public sector by using private alternatives in education, and to
a lesser extent in healthcare, are evaluating public services more severely and demanding less pub-
lic spending and redistribution than those who remain in it, fueling a social distancing (De La O et
al. 2023). On the other hand, the most vulnerable citizens’ lack of expectation of public authorities’
ability to change the situation also reduces the pressure on governments to make drastic changes
(Holland 2018). The economic and democratic exhaustion of citizens in both developed and devel-
oping countries makes it necessary to carry out research to consider and respond to their demands
and needs (Rodriguez-Pose 2018). Given their considerable electoral potential, middle-class citizens,
but especially the poorer and more vulnerable classes, will play a key role in future political and so-

cietal issues.
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As we come to the conclusion of this doctoral dissertation, several extensions can be considered for
each of the chapters. Concerning Chapter 2, more in-depth research is required to investigate the
types of redistributive measures favored according to centre-periphery territories. Cavaillé (2023)
stresses the importance of considering people’s mix of justice beliefs to better identify their redis-
tributive demands, notably by distinguishing between measures that redistribute from (before re-
distribution and taxation policies) and those that redistribute to (social policies and safety nets). As
shown by Busso et al. (2023), there are significant differences in redistribution preferences between
countries in terms of the policies to be adopted. Finally, this would help to better understand the
mechanisms underlying the evolution of redistributive preferences, especially for the poorest popu-

lations, who seem less inclined to support redistribution in the region.

For Chapter 3, a deeper analysis of economic instability at the household member level could shed
light on the potential reallocation of bargaining power between household members. The literature
on cash transfer programs shows that most of them are not gender-neutral, with often harmful ef-
fects on women'’s participation in the labor market and the reinforcement of patriarchal stereotypes

(Garganta etal. 2017; Berniell et al. 2020).

Regarding results from Chapters1and 3, further research into the indebtedness of vulnerable popu-
lations is needed, particularly among the lower stratum of the middle class. Indebtedness, whether
it stems from short-term strategies for everyday purchases or to maintain a standard of living, but
also to ensure quality education for children, can turn into a major burden, sharply increasing the

financial vulnerability of households, particularly in times of crisis.

Finally, from a broader perspective, the findings of this thesis call fora broader focus on the economic
vulnerability of populations in other countries in the region. In Brazil, for example, existing studies
tend to demonstrate the vulnerability of a large part of the “new” middle class, characterized by pre-
carious employment and dependence on poor-quality public services (Berrou et al. 2020; Clément
etal. 2022). Similarly, a recent study by Prieto (2024) shows that vulnerability to poverty is largely
underestimated in Chile, with a significant part of the middle class defined by the World Bank as eco-
nomically insecure, confirming the results of the study by Stampini et al. (2016) on 12 LA countries.

More research into the experiences of the vulnerability of structurally non-poor groups and the mid-
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dle class would thus help orient political decision-makers towards a broadening of social policies

mostly restricted to the poorest population groups.
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Les classes vulnérables en Amérique Latine: instabilité, attentes redistributives, et sécurisation

Résumé: Malgré la baisse globale de la pauvreté et de I'expansion de la classe moyenne de revenu dans les
pays en développement, une large partie de la population mondiale reste économiquement vulnérable, que
cela provienne d'un emploi précaire, de revenus instables, ou d’'un manque d’accés a des mécanismes de pro-
tection sociale. Cette these examine les classes économiquement vulnérables en Amérique latine, région em-
blématique de ces évolutions. Le premier chapitre s’intéresse a la classe moyenne Argentine sous la perspec-
tive des crises récentes ayant impacté le pays. Lanalyse révéle que la classe moyenne est large mais fragmen-
tée en termes d'emploi et d’éducation. Une partie substantielle de ses membres reste économiquement vul-
nérable, impactée par les crises successives. Ses membres critiquent principalement I'absence de soutien de
I'Etat, la faible qualité des services publics, et I'injustice des politiques de redistribution. Partant de ce con-
stat, le deuxieme chapitre explore plus spécifiquement le role que joue I'ancrage territorial dans les deman-
des redistributives des citoyens en Amérique latine, ot de fortes inégalités socio-économiques persistent. Les
résultats montrent un clivage entre les citoyens des grands centres urbains et des zones périphériques, ces
derniers réclamant plus de redistribution. Ce chapitre montre I'importance de considérer les disparités territo-
riales dans la formation des demandes redistributives, au dela des caractéristiques individuelles. Le troisieme
chapitre évalue l'efficacité d’'un programme de transferts conditionnels de fonds a sécuriser les citoyens les
plus vulnérables en Argentine. Les résultats révelent I'efficacité globale du dispositif pour réduire I'instabilité
des revenus et éviter les retours dans la pauvreté. Dans 'ensemble, cette théese souligne la forte vulnérabilité
économique d’une partimportante de la population latino-américaine, et montre la nécessité de développer
et renforcer les mécanismes de protection sociale pour non seulement sécuriser les plus vulnérables, mais
répondre a la défiance des citoyens envers la politique et les institutions, exacerbée par les fractures spatiales.
Mots-clés : Vulnérabilité, instabilité, redistribution, inégalités, Amérique latine, Argentine

Thevulnerable classes in Latin America: instability, redistributive expectations, and securization

Abstract: Despite the global decline in poverty and the expansion of the middle-income class in developing
countries, a large proportion of the world’s population remains economically vulnerable, whether due to pre-
carious employment, unstable incomes, or lack of access to social protection mechanisms. This thesis exam-
ines the economically vulnerable classes in Latin America, a region that is emblematic of these trends. The
first chapter looks at the Argentine middle class from the perspective of the recent crises that have impacted
the country. The analysis reveals that the middle class is large but fragmented in terms of employment and
education. A substantial proportion of its members remain economically vulnerable, impacted by successive
crises. Its members are mainly critical of the lack of state support, the poor quality of public services, and the
unfairness of redistribution policies. Building on this observation, the second chapter explores more specifi-
cally the role played by territorial anchorage in the redistributive demands of citizens in Latin America, where
strong socio-economic inequalities persist. The results show a divide between citizens in major urban centers
and those in peripheral areas, with the latter demanding greater redistribution. This chapter shows the im-
portance of considering territorial disparities in the formation of redistributive demands beyond individual
characteristics. The third chapter assesses the effectiveness of a conditional cash transfer program in securing
the most vulnerable citizens in Argentina. The results reveal the overall effectiveness of the scheme in reduc-
ing income instability and preventing a return to poverty. Overall, this thesis highlights the high economic
vulnerability of a significant proportion of the Latin American population, and shows the need to develop and
strengthen social protection mechanisms not only to secure the most vulnerable, but also to respond to citi-
zens’ distrust of politics and institutions, exacerbated by spatial fractures.

Keywords: Vulnerability, instability, redistribution, inequalities, Latin America, Argentina
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