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                    Abstract
Several scholars have confirmed the role that the welfare state (WS) plays in reducing poverty, promoting equality and ensuring the common wellbeing. One of the limitations of the scholarship has been the conceptualization and operationalization of the WS and poverty as one-dimensional variables. The purpose of this paper is to examine the relationship between welfare state development, single-dimensions deprivations and income inequality in Latin America and the Caribbean, before and after controlling for demographic and cyclical factors. The WS is operationalized as a one-dimensional variable, but also taking into account its multidimensional nature. Three individual deprivations suffered by people on poverty and two income inequality indicators are used as dependent variables. Three pooled time-series cross-section regression analyses with panel-corrected standard errors models were carried out on 18 countries in the region around 2000, 2005 and 2010. This paper shows that the development of social-welfare programs and institutions seems to be an effective way of tackling individual deprivations suffered by people on poverty in the region. On the other hand, the WS development didn’t appear to be effective to reduce income inequality. The outcomes of welfare institutions appear to be the pivotal dimension to reduce income inequality and income deprivations in the region.
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                    Notes
	Huber and Stephens (2012) coined this term to describe the welfare state systems in Latin America and the Caribbean.


	The outcomes dimension is included in the MWI because the outcomes of welfare institutions are considered to be a vital dimension of the welfare state. Even though some scholars might consider infant mortality rate and level of education as welfare outcomes, in this paper they are used to operationalize the outcomes of welfare institutions (i.e. health and education institutions). The quality of health and education institutions is considered relevant to reduce levels of individual deprivations and income inequality; therefore, they are included in the multidimensional indicator.


	The main reason behind the selection of these eight indicators is data availability. However, the justification of the indicators selected to present different dimensions of the emerging welfare state in the region has been addressed previously in Segura-Ubiergo (2007) –only the first 4- and in Cruz-Martínez (2014).


	Thanks to the high correlation between the indicators in each of the three dimensions it was possible to reduce the data to three individual indexes without loosing too much information. Two tests were necessary on each data set to assess the statistical relevance of the PCA and to confirm that the correlation between variables was high: the determinant of the correlation matrix and the Bartlett’s sphericity test.


	Because the dimensions of individual welfare indexes were normalized (max = 1, min = 0) it was not possible to use the geometric mean as in the new HDI method. One of the limitations of using an arithmetic mean is the disadvantage of missing some information because of not being able to give more weight to outliers.


	A group of scholars have developed the Individual Deprivation Measure (IDM) to operationalize a multidimensional poverty index that is able to overcome one of the main limitations of poverty household data: not measuring individual deprivations by not considering intra-household inequalities. The IDM takes into account 15 areas of life to present individual deprivations suffered by people in poverty (e.g. food, water, shelter, energy, education, health deprivations). See Wisor et al. (2015) and Bessell (2015).


	According to the FAO (2013) “(…) it measures the percentage of the population that is at risk of not covering the food requirements associated with normal physical activity, and therefore including also those who, even though cannot be considered chronically undernourished, are likely being conditioned in their economic activity by insufficient food”. It is not an indicator of insufficient income to purchase food –as the ECLAC poverty indicator- rather it represents the probability of selecting an undernourished individual in a population. So it does not consider the cause (food availability or income) of the undernourishment but the fact the individual is undernourished. An individual with food inadequacy will not be able to develop its basic capabilities, in turn limiting the achievement of freedom and well-being.


	It is a measure of the deviation of the distribution of income among individuals or households within a country from a perfectly equal distribution. A value of 0 represents absolute equality, a value of 1 absolute inequality (World Bank 2013).


	One of the reviewers was worried about the problem of having welfare outcomes indicators as dependent and explanatory variables. However this is not the case, but is relevant to be clear about what the outcome dimension in the MWI is measuring. This third dimension is not measuring welfare outcomes, but outcomes of welfare institutions (i.e. outcomes of health and education institutions). Therefore, there are not welfare outcomes indicators in both side of the regression formula. There is a dimension in the MWI (explanatory variable) that measures outcomes of welfare institutions and there are two indicators as dependent variables (individual deprivations and income inequality) measuring two of the multiple welfare state objectives.


	This analysis presents the degree of correlation and significance between variables, but do not pretend to explain poverty/inequality levels and poverty/inequality structure in the region.


	Beck and Katz (1995) show in their article the usefulness of OLS for TSCS data, over the feasible generalized least square estimator suggested by Parks (1967) and popularized by Kmenta (1986).


	The regression coefficient analysis is ceteris paribus, which means that we are going to examine how much a 1 unit change in X variable changes a Y variable after holding other X’s constant. In this case, the paper examines the effect of 1 unit change in the MWI over poverty and inequality, after holding constant the elderly population, the unemployment rates and the gross domestic product per capita.


	How can a country increase the value of its MWI, so that it can have an effect on poverty and income inequality? As I mention before, the MWI is a composite index of three individual indexes referring to the three dimensions of the welfare state considered in this study. Each dimension arbitrarily contributes to one-third of the MWI score. Meanwhile the weights of the initial 8 indicators that form the individual indexes (SSDI, CDI, ODI) are assigned by the PCA. Looking at the loadings matrix (not shown here) we can have an idea of the ‘importance’ or ‘explanatory power’ each initial indicators have within the individual indexes. The component loadings show the correlation between the PC1 and the original indicators, so they tell us how much of the variation in the initial indicator is explained by the PC1.


	Here I don’t refer to elasticity but rather a simple analysis of the slope. How does a 1-unit change in the MWI affect the poverty level (%).


	In a previous paper, the strong and significant relationship between social spending per capita and individual deprivations was confirmed in a cross-country comparative analysis (21 cases) between 1990 and 2010 [See Cruz-Martínez (2015b)].


	History matters as Mesa-Lago (1994) would argue, therefore the legacy of the bismarckian model in Latin American welfare programmes might shed some light over this puzzle. In the bismarckian model, the coverage and benefits of social welfare programmes are closely linked to class and status. Rather than creating unified welfare programmes, Latin American countries developed stratified programmes during the XX century, where public servants, the military and organized workers were able to enjoy better quality of coverage than the majority of the population (Barba Solano 2009, 2005). The main problem with this duality in the coverage of welfare programmes, is that the large majority of the population worked in the agriculture or the informal sector. This large majority was then relegated to stigmatized and scarce social assistance with low replacement rates. Further analysis should examine if the specific structure of coverage in each country (e.g. defined contribution or defined benefit, universal or stratified) might explain this puzzle.


	Although not significant with the In2 as dependent variable.


	Again, here I don’t refer to elasticity but rather a simple analysis of the slope. How does a 1-unit change in the explanatory variables affect the poverty level (%), ceteris paribus.


	See Table 1 on Aston and Jones (2012: 4) to understand how different types of social protection (social transfers, social insurance, social welfare services for marginalized groups and social equity) may improve child malnutrition.





References
	Alkire, S., & Santos, M. E. (2010). Acute multidimensional poverty: A new index for developing countries (pp. 1–142). Human Development Research Paper. http://hdr.undp.org/en/reports/global/hdr2010/papers/HDRP_2010_11.pdf. Accessed 6 Oct 2016.

	Aston, T., & Jones, N. (2012) Social protection and child malnutrition Tanzania. A pressing development challenge. In Save the Children (Ed.), A chance to grow: How social protection can tackle child malnutrition and promote economic opportunities. London: Save the Children Fund. http://www.savethechildren.org.uk/sites/default/files/docs/social-protection-Tanzania-briefing.pdf. Accessed 6 Oct 2016.

	Bailey, D., & Katz, J. N. (2011). Implementing panel-corrected standard errors in R: The pcse package. Journal of Statistical Software, 
                           42(1), 1–11.

                    Google Scholar 
                

	Barba Solano, C. (2005). Paradigmas y regímenes de bienestar. Costa Rica: Facultad Latinoamericana de Ciencias Sociales.

	Barba Solano, C. (2009). Los regímenes de bienestar latinoamericanos y la reforma social. In Carlos Barba Solano, Gerardo Ordoñez Barba, & Enrique Valencia Lomelí (Eds.), Más allá de la pobreza: Regímenes de bienestar en Europa, Asia y América (pp. 327–370). Guadalajara: Universidad de Guadalajara, El Colegio de la Frontera Norte

	Barr, N. (2012). Economics of the welfare state. Oxford: Oxford University Press.

                    Google Scholar 
                

	Beck, N., & Katz, J. N. (1995). What to do (and not to do) with time-series cross-section data. The American Political Science Review, 
                           89(3), 634–647. doi:10.2307/2082979.
Article 
    
                    Google Scholar 
                

	Bessell, S. (2015). The individual deprivation measure: Measuring poverty as if gender and inequality matter. Gender and Development, 23(2), 223–240.
Article 
    
                    Google Scholar 
                

	Bossi, L., Gumus, G., Julien, B., & Gomis-Porqueras, P. (2013). Income inequality, mobility, and the welfare state: A political economy model. Macroeconomic Dynamics, 
                           17(6), 1198–1226. doi:10.1017/S1365100512000028.
Article 
    
                    Google Scholar 
                

	Caminada, K., Goudswaard, K., & Koster, F. (2012). Social income transfers and poverty: A cross-country analysis for OECD countries. International Journal of Social Welfare, 
                           21(2), 115–126. doi:10.1111/j.1468-2397.2011.00815.x.
Article 
    
                    Google Scholar 
                

	Cantillon, B., Marx, I., & Van den Bosch, K. (2003). The puzzle of egalitarianism: About the relationships between employment, wage inequality, social expenditures and poverty. European Journal of Social Security, 
                           5(2), 108–127.
Article 
    
                    Google Scholar 
                

	CEDLAS. & World Bank. (2015). Socio-economic database for Latin America and the Caribbean. http://sedlac.econo.unlp.edu.ar/eng/index.php. Accessed 6 Oct 2016.

	CEPAL (n/d). Cepalstat. Bases de datos y publicaciones estadísiticas. Naciones Unidas. http://estadisticas.cepal.org/. Accessed 6 Oct 2016

	Clark, D. A. (2005). The capability approach: Its development, critiques and recent advances. Manchester: ESRC Global Poverty Research Group. http://www.gprg.org/pubs/workingpapers/pdfs/gprg-wps-032.pdf. Accessed 6 Oct 2016.

	Cruz-Martínez, G. (2014). Welfare state development in Latin America and the Caribbean (1970–2000 s): Multidimensional welfare index, its methodology and results. Social Indicators Research, 
                           119(3), 1295–1317. doi:10.1007/s11205-013-0549-7.
Article 
    
                    Google Scholar 
                

	Cruz-Martínez, G. (2015a). Análisis multidimensional del Estado de bienestar emergente y la pobreza en América Latina y el Caribe: Puerto Rico como estudio de caso. Doctoral dissertation: Universidad Complutense de Madrid. http://eprints.ucm.es/30004/1/T36034.pdf Accessed 6 Oct 2016.

	Cruz-Martínez, G. (2015b). Esfuerzo de bienestar y pobreza desde el enfoque monetarista y de capacidades: Análisis trasnacional en América Latina y el Caribe (1990–2010). Política y Sociedad, 52(3), 631–659.

                    Google Scholar 
                

	Dabla-Norris, E., Kochhar, K., Suphaphiphat, N., Ricka, F., & Tsounta, E. (2015). Causes and consequences of income inequality: A global perspective. IMF Staff Discussion Note, 
                           15(13), 1–39.
Article 
    
                    Google Scholar 
                

	Deneulin, S., & Shahani, L. (2009). An introduction to the human development and capability approach. Freedom and agency. London: Earthscan.

                    Google Scholar 
                

	Díez Medrano, J. (1992). Métodos se Análisis Causal (Cuadernos Metodológicos #3). Madrid: Centro de Investigaciones Sociológicas.

                    Google Scholar 
                

	Docquier, F., & Paddison, O. (2003). Social security benefit rules, growth and inequality. Journal of Macroeconomics, 
                           25(1), 47–71. doi:10.1016/S0164-0704(03)00006-5.
Article 
    
                    Google Scholar 
                

	Esping-Andersen, G. (1990). The three worlds of welfare capitalism. Princeton: Princeton University Press.

                    Google Scholar 
                

	Esping-Andersen, G. (1996). Welfare states in transition: National adaptations in global economy. London: Sage.

                    Google Scholar 
                

	FAO. (2013). Food security indicators. http://www.fao.org/economic/ess/ess-fs/ess-fadata/en/#.UozVEo0xBLc. Version 15 Oct 2014.

	Glomm, G., & Kaganovich, M. (2008). Social security, public education and the growth-inequality relationship. European Economic Review, 
                           52(6), 1009–1034. doi:10.1016/j.euroecorev.2007.10.002.
Article 
    
                    Google Scholar 
                

	Gottschalk, P., & Smeeding, T. (2000). Empirical evidence on income inequality in industrialized countries. In A. Atkinson & F. Bourguignon (Eds.), Handbook of income distribution (pp. 261–308). New York: Elsevier-North Holland Publishers.
Chapter 
    
                    Google Scholar 
                

	Gough, I. (1982). Economía política del Estado de bienestar. Madrid: H. Blumes Ediciones.

                    Google Scholar 
                

	Hardoon, D., Fuentes-Nieva, R., & Ayele, S. (2016). An economy for the 1 %: How privilege and power in the economy drive extreme inequality and how this can be stopped. Oxfam Briefing Paper, 
                           210, 1–44.

                    Google Scholar 
                

	Heston, A., Summers, R., & Aten, B. (2012). Penn World Table Version 7.1. Center for International Comparisons of Production, Income and Prices at the University of Pennsylvania. http://www.rug.nl/research/ggdc/data/pwt/pwt-7.1. Accessed 6 Oct 2016.

	Huber, E. (1996). Options for social policy in Latin America: Neoliberal vs social democratic models. In G. Esping-Andersen (Ed.), Welfare states in transition: National adaptations in global economies. London: SAGE.

                    Google Scholar 
                

	Huber, E., & Stephens, J. D. (2012). Democracy and the left. Social policy and inequality in Latin America. Chicago: The University of Chicago Press.
Book 
    
                    Google Scholar 
                

	Inter-American Development Bank. (2012). Sociometro-BID. http://www.iadb.org/en/research-and-data//sociometro-bid,6981.html. Accessed 6 Oct 2016.

	Kenworthy, L. (1999). Do social welfare policies reduce poverty? A cross-national assessment. Social Forces, 
                           77(3), 1119–1139.
Article 
    
                    Google Scholar 
                

	Kmenta, J. (1986). Elements of econometrics. New York: Macmillan.

                    Google Scholar 
                

	Lustig, N., & McLeod, D. (2011) Inequality and poverty under Latin America’s new left regimes. Tulane University Economics Working Paper Series, 1117.

	Mesa-Lago, C. (1994). Changing social security in Latin America. London: Lynne Rienner Publishers.

                    Google Scholar 
                

	Mishra, R. (1989). El Estado de bienestar después de la crisis: Los años ochenta y más allá. In R. de Bustillo Muñoz (Ed.), Crisis y futuro del Estado de bienestar. Madrid: Alianza Universidad.

                    Google Scholar 
                

	Montecino, J. A. (2011). Decreasing inequality under Latin America’s “social democratic” and “populist” governments: Is the difference real?. Washington: Center for Economic and Policy Research.

                    Google Scholar 
                

	Nolan, B., & Marx, I. (2009). Economic inequality, poverty and social exclusion. In W. Salverda, B. Nolan & T. M. Smeeding (Eds.), The Oxford handbook of economic inequality (pp. 315–341). New York: Oxford University Press.

                    Google Scholar 
                

	Nussbaum, M. (2000). Women and human development: The capabilities approach. Cambridge: Cambridge University Press.
Book 
    
                    Google Scholar 
                

	Nussbaum, M. (2003). Capabilities as fundamental entitlement: Sen and social justice. Feminist Economics, 9(2–3), 33–59.
Article 
    
                    Google Scholar 
                

	OECD (2008). Growing unequal? Income distribution and poverty in OECD countries. http://www.oecd.org/els/soc/growingunequalincomedistributionandpovertyinoecdcountries.htm. Accessed 6 Oct 2016.

	OECD (2014). Society at a glance 2014: OECD social indicators: OECD Publishing. doi:10.1787/soc_glance-2014-en.

	Okulicz-Kozaryn, A. (2015). Income inequality and wellbeing. Applied Research in Quality of Life, 
                           10(3), 405–418. doi:10.1007/s11482-014-9319-1.
Article 
    
                    Google Scholar 
                

	Olaskoaga, J., Alaez-Aller, R., & Díaz-De-Basurto-Uraga, P. (2013). Beyond welfare effort in the measuring of welfare states. Journal of Comparative Policy Analysis, 
                           15(3), 274–287.
Article 
    
                    Google Scholar 
                

	OXFAM (2015). Wealth: Having it all and wanting more. Oxfam Briefing Paper (January), pp. 1–12. http://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/ib-wealth-having-all-wanting-more-190115-en.pdf. Accessed 6 Oct 2016.

	Parks, R. W. (1967). Efficient estimation of a system of regression equations when disturbances are both serially and contemporaneously correlated. Journal of the American Statistical Association, 
                           62(318), 500–509.
Article 
    
                    Google Scholar 
                

	Picket, K., & Wilkinson, R. (2010). The spirit level: Why equality is better for everyone. London: Penguin.

                    Google Scholar 
                

	Ravallion, M. (1992). Poverty comparisons. A guide to cocepts and methods. Working Paper 88: World Bank.

	Rezk, E. (2006). Desafíos de la viabilidad financiera. In C. G. Molina (Ed.), Universalismo básico: Una nueva política social para América Latina. México: Banco Interamericano de Desarrollo/Editorial Planeta.

                    Google Scholar 
                

	Riesco, M. (2009). Latin America: A new developmental welfare state model in the making? International Journal of Social Welfare, 
                           18, S22–S36. doi:10.1111/j.1468-2397.2009.00643.x.
Article 
    
                    Google Scholar 
                

	Robeyns, I. (2011). The capability approach. In E. N. Zalta (ed.), The stanford encyclopedia of philosophy. http://plato.stanford.edu/archives/sum2011/entries/capability-approach/. Accessed 6 Oct 2016.

	Navarro Ruvalcaba, M. A. (2006). Modelos y regímenes de bienstar social en una perspectiva comparativa: Europa, Estados Unidos y América Latina. Desacatos, 
                           21, 109–134.

                    Google Scholar 
                

	Segura-Ubiergo, A. (2007). The political economy of the welfare state in Latin America: globalization, democracy and development. New York: Cambridge University Press.
Book 
    
                    Google Scholar 
                

	Sen, A. (1983). Poor, relatively speaking. Oxford Economic Papers, 
                           35(2), 153–169. doi:10.2307/2662642.
Article 
    
                    Google Scholar 
                

	Sen, A. (1999). Development as freedom. Oxford: Oxford University Press.

                    Google Scholar 
                

	Sen, A. (2004). Capabilities, lists and public reason: Continuing the conversation. Feminist Economics, 
                           10(3), 77–80.
Article 
    
                    Google Scholar 
                

	Soares, S., & Zepeda, E. (2007). Can all cash transfers reduce inequality? One Pager, 36, International Poverty Center. http://www.ipc-undp.org/pub/IPCOnePager36.pdf. Accessed 6 Oct 2016.

	Spicker, P. (2002). Poverty and the welfare state. Dispelling the Myths. London: A Catalyst Working Paper.

	Titmuss, R. M. (1963). Essays on the welfare state. London: Georges Allen and Unwin.

                    Google Scholar 
                

	Tsounta, E., & Osueke, A. I. (2014). What is behind Latin America’s declining income inequality? IMF Working Paper, 14/(124), 1–34. http://www.imf.org/external/pubs/ft/wp/2014/wp14124.pdf. Accessed 6 Oct 2016.

	UNICEF (2014). Child mortality estimates. Global databases: http://data.unicef.org/. Accessed  6 Oct 2016.

	Wisor, S., Bessell, S., Castillo, F., Crawford, J., Donaghue, K., & Hunt, J. et al. (2015). The individual deprivation measure. A gender-sensitive approach to poverty measurement. Australia: International Women’s Development Agency. http://www.iwda.org.au/assets/files/IDM-Report-16.02.15_FINAL.pdf. Accessed 6 Oct 2016.

	World Bank (2013). World development indicators. Washington. http://data.worldbank.org/products/wdi. Accessed 6 Oct 2016.

	World Health Organization (2015). Data and statistics. http://www.who.int/gho/en/. Accessed 6 Oct 2016.


Download references




Acknowledgments
This paper is in part possible by funding of the Spanish Ministry of Education, Culture and Sport (FPU2009-0069). I would like to thank Manuel Sánchez de Dios, Enrique Delamónica, Alberto Cimadamore and Etienne Nel who provided much appreciated comments on earlier drafts of this article. Research for this work was conducted while the author was a Visiting Fellow at the Comparative Research Programme on Poverty (University of Bergen) and at the Institute of Latin American Studies (University of London). Shortcomings, of course, remain my responsibility.


Author information
Authors and Affiliations
	Universitetet i Agder, Institutt for global utvikling og samfunnsplanlegging, Postboks 422, Kristiansand, 4604, Norway
Gibrán Cruz-Martínez

	Universidad Autónoma de Chile, Santiago, Chile
Gibrán Cruz-Martínez


Authors	Gibrán Cruz-MartínezView author publications
You can also search for this author in
                        PubMed Google Scholar





Corresponding author
Correspondence to
                Gibrán Cruz-Martínez.


Appendix
Appendix
See Table 4.
Table 4 Data and descriptive statistics of the 8 initial indicators used for the Multidimensional Welfare Index, the 3 individual deprivations indicators, the 2 income inequality indicators and the 3 controls, across 18 countries around 2000, 2005 and 2010.Full size table


                        

Rights and permissions
Reprints and permissions


About this article
[image: Check for updates. Verify currency and authenticity via CrossMark]       



Cite this article
Cruz-Martínez, G. Welfare State Development, Individual Deprivations and Income Inequality: A Cross-Country Analysis in Latin America and the Caribbean.
                    Soc Indic Res 134, 955–979 (2017). https://doi.org/10.1007/s11205-016-1465-4
Download citation
	Accepted: 03 October 2016

	Published: 11 October 2016

	Issue Date: December 2017

	DOI: https://doi.org/10.1007/s11205-016-1465-4


Share this article
Anyone you share the following link with will be able to read this content:
Get shareable linkSorry, a shareable link is not currently available for this article.


Copy to clipboard

                            Provided by the Springer Nature SharedIt content-sharing initiative
                        


Keywords
	Welfare state development
	Inequality
	Poverty
	Latin America and the Caribbean
	Multidimensional welfare index
	Redistribution








                    
                

            

            
                
                    

                    
                        
                            
    

                        

                    

                    
                        
                    


                    
                        
                            
                                
                            

                            
                                
                                    
                                        Access this article


                                        
                                            
                                                
                                                    
                                                        Log in via an institution
                                                        
                                                            
                                                        
                                                    
                                                

                                            
                                        

                                        
                                            
 
 
  
   
    
     
     
      Buy article PDF USD 39.95
     

    

    Price excludes VAT (USA)

     Tax calculation will be finalised during checkout.

    Instant access to the full article PDF.

   

  

  
 

 
  
   
    Rent this article via DeepDyve
     
      
     

   

  

  
 


                                        

                                        
                                            Institutional subscriptions
                                                
                                                    
                                                
                                            

                                        

                                    

                                
                            

                            
                                
    
        Advertisement

        
        

    






                            

                            

                            

                        

                    

                
            

        

    
    
    


    
        
            Search

            
                
                    
                        Search by keyword or author
                        
                            
                            
                                
                                    
                                
                                Search
                            
                        

                    

                
            

        

    



    
        Navigation

        	
                    
                        Find a journal
                    
                
	
                    
                        Publish with us
                    
                
	
                    
                        Track your research
                    
                


    


    
	
		
			
			
	
		
			
			
				Discover content

					Journals A-Z
	Books A-Z


			

			
			
				Publish with us

					Publish your research
	Open access publishing


			

			
			
				Products and services

					Our products
	Librarians
	Societies
	Partners and advertisers


			

			
			
				Our imprints

					Springer
	Nature Portfolio
	BMC
	Palgrave Macmillan
	Apress


			

			
		

	



		
		
		
	
		
				
						
						
							Your privacy choices/Manage cookies
						
					
	
						
							Your US state privacy rights
						
						
					
	
						
							Accessibility statement
						
						
					
	
						
							Terms and conditions
						
						
					
	
						
							Privacy policy
						
						
					
	
						
							Help and support
						
						
					


		
	
	
		
			
				
					
					18.207.127.179
				

				Not affiliated

			

		
	
	
		
			[image: Springer Nature]
		
	
	© 2024 Springer Nature




	






    