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ABSTRACT

The article analyzes the main social welfare petialeveloped by the left-wing government in
Uruguay, identifying changes and continuity in sbcpolicy in relation to the policies
implemented by previous administrations. In thisntest, the article analyzes the main
characteristics of the traditional Uruguayan wefaegime, the reforms that were processed
following re-democratization, and the direction aodntent of the social policy reforms
proposed by the left-wing administration. The papeyues that the left-wing government has
prioritized initiatives designed to enhance thefarel of the most vulnerable sectors and to
promote social equity. However, in other stratggticy areas, such as education and social
security, significant reforms have not been undera
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1. Introduction

The onslaught of leftist governments that took plbetween the end of the XX century and the
beginning of the XXI in Latin America showed theedeto reconsider the forms of political
management, in particular, those involving dealingth social costs concerning the
implementation of the new development mddel

Within this framework there are several politicaidaacademic questions regarding the
possibilities the leftist governments had to inflae the structure of inequalities characteristic
of the continent and, simultaneously, to relieveuations of abject poverty, taking into
consideration the international patterns of maavoemic stability and therefore public
spending control.

The objective of this article consists of analyzithg dominant pattern of action regarding
protection and welfare promoted by the Uruguayfinding in office since 2005. In this sense,

! Generally speaking, the new development modeligdgconomic opening, financial liberalization and
reduction of the role of the State, in line witle thrientations summarised in the “Washington Cosisgh
(Williamson, 1989).



the aim is to identify the lines of continuity ohange defined by the current government in
contrast with those established by former admiaiistns controlled by the traditional parfies
To do so, it is necessary to consider those ousignfeatures of the Uruguayan traditional
welfare matrix, as well as the reforms it was scibje since the redemocratization in 1985, until
the leftist forces assumed the political conductibthe country.

Although it is far too early to fully acknowledghet strategy that the new government will
develop towards the end of its mandate, the megagairgied out until now allow us to speculate
about the direction that public intervention wéke regarding social issues.

2. The itineraries of Uruguayan welfare

There is an ample consensus that Uruguay had, ety stage -in the first half of the XX
century- an institutionalized universal system adial policies of ample scope in the fields of
education, health care and of labour, with capaitityncorporate the majority of the urban
population and later the rural workers (F. Filgaeif98).

The central role of the State in providing sociabds limited both the presence of private or
philantropic protection institutions and the desiginfocal interventions aiming at specific

population groups (Midaglia 2000). Measures of thegure were marginal in the welfare

system and they were also projected as subsidianniversal services (feeding for workers)
and/or to address problems considered social “Sigike abandoned infancies).

In the development of the mentioned welfare schemaalitional political parties played a
strategic role by means of capturing the state rapps In this way, political parties
anticipated the social problems or allowed for thstallation of a participatory and plural
structure where the distributive conflict charaistier of modern societies was resolved. Thus,
the dispute for social benefits among partisanntdieand stakeholder organizations (unions,
chambers of commerce, etc) took place in relati@lyral conditions of competition. The
establishment of this kind of political conditiotts negotiate social benefits was only possible
due to the stability of democratic rule, which waspected almost with no interruption until the
coup d’etat in 1973.

The result of this process was the creation of reselgoolitical structure of formal and informal
institutional controls involving the majority of kective agents which, at the same time, promoted
the emergence of a political culture where theeStaemocracy and Welfare were presented as
politically associated aspects. (Castellano 199hzaro 2003).

The configuration of this welfare matrix producesksies of socio-political effects which governed
national life during the XX century, some of thene atill present. It is possible to group these
impacts according to the spheres of action idextifiy Pierson (1993): regarding political action;
state capacity; and citizenship in general. Amdrgy mhost outstanding of these effects are: the
barriers for labour parties— as beneficiaries ofaddaw — to reach significant electoral resutte
creation of a state apparatus with little profesgiiged bureaucracies, fundamentally middle and
high level managers -given that they maintainedeclgartisan relationships; and the consolidation
of a rooted state culture (C. Filgueira et.al. J988ich established the State as an agent with
enough authority to conduct economic developmert #n assure ample levels of social
integration.

The Uruguayan social regime could not avoid a cedagree of stratification of benefits, in
particular those relating to those services comteatith social security. National studies
present several differences regarding this factomting to some analysts the system had

2 NacionalandColoradoparty.



significant features of differentiation in servicagualifying it asstratified universalism(F.
Filgueira 1998). To some others, in turn, the degref stratification in benefits were smaller,
generating asocial-democraticwelfare matrix — in terms of Esping-Andersen —colrse,
within the Latin American context (Moreira 2003;p8y-Andersen 1990).

Beyond these relatively different explanations rday the general characteristics of the
system, international and regional classificatipasition it as amntermediate welfare regime,
placed between those state type where the majofritie population is protected through the
market and/or public intervention, characteristialeveloped countries, and thoseimformal
security typical of Latin America, where the creation oflimee is supported by family and
social networks. (Wood y Gough, 2004) This poirit bé analyzed further on.

Unlike other countries of the region, the factoregime established between 1973 and 1984,
did not destroy this rooted welfare system. Howgwerseries of services deteriorated,
particularly those of social security, health camed education, with the definition of new
mechanisms to allocate public spending. Even thosigth reallocations did not modify
significantly the protection matrix, or encouragededuction of the size of the State, they
undermined the quality of social services. Theeaseries of political factors that explain the
continuity of some social policies and a State-eextt matrix during the Uruguayan military
regime; among them are: a relative degree of pameeacentration, or, better said, a certain
degree of dispersion given the collegiate and ratiéng direction of the militaryunta of the
time, as well as the prevalence of a statist idgoéonong the decision-makers. (Castiglioni 2005).

3. An heterogeneous pattern of social reforms

Despite the strong tradition in the welfare fieddset of social reforms was introduced in the
period of redemocratization. This took place in #tks, since the creation of a development
strategy oriented towards the market, and as @nsgpo new social issues in the country.

The pattern of social reform adopted was not alsirtme; on the contrary, it presented
significant variations among sectors. Independdntipn the absence of academic consensus on
the ways to measure the changes introduced inaditial olicy system (del Pino and Colino
2006), it is possible to qualify them a®derate and incrementéCastiglioni 2005) ogradual
(Midaglia 2006).

A similar situation was observed in developed coestwith mature Welfare States. In those
cases, over the last decades there was not areieepchmentn the main social policies, even
though there was a de-acceleration in the rhythmrofth of social spending (Taylor-Gooby
and Daguerre 2002: 12). Comparative analyses shogroap of causes operating as
impairments to the establishment of a radical paté reforms, tending to dismantle protection
schemes. Among the obstacles of greatest importareeelectoral support related to social
programmes; institutional veto points both formabdanformal and historical legacypath
dependenceof public policies. (Pierson 2001; Skocpol 1992).

Despite Uruguay’s distance in the magnitude of arelfcompared to developed countries, in
this specific case there are some of the elemeatdiomed above. Namely, path dependence
and veto points such as the degree of power oktlgosups of beneficiaries, the ideological
orientations of the politicians and techniciansoired in those processes and the kind of
political coalition in charge of government. (H4986; Geddes 1994; Castiglioni 2005). To
these are added specific political configuratioooading to the social service being reformed.

Independently from the moderation which characgetithis country regarding reform, a series
of changes of different scope and orientation tolaice in the diverse arenas of social policies,
as well as madifications in the different manageimandalities. As a result of this review



process of the classic welfare, a hybrid system wasited where there are semi-private
services, others with more state intervention amd riocal services which have a mixed
implementation format, that is, private-public cadgcipation. To this variety of orientations

and management patterns is added a significanerdigm of services in the interior of the

public institutional network (Midaglia 2006).

The key problem of the new welfare and protectiairim during that period is not a deficit or
disorder in its institutional engineering but arseiice of an agreed political project aiming at
redesigning a welfare structure according to thesemt social risk structure and also to the
projected parameters of social integration. Thataigattern of inequality manageable in a
democratic context. (Midaglia y Castillo, 2007).

It is necessary to briefly present the main sooébrms implemented in the 90s, so as to
acknowledge the complexity of the emerging welfagstem and, therefore, the public
framework of reference the leftist coalition hadhttiminister and/or modify.

In the labour spherethe mechanisms of salary negotiation had a “shie’t as they were
installed right after the redemocratization andytheere suspended in the first change in
government. With these and other measures a protdabour deregulation began, tending to
substituting the existing protection mechanismsdibrers oriented towards basically training
the work force, in the hypothesis that trainingudoenable a fast insertion in the labour
market. (Rodriguez 2005; Midaglia et.al. 2006).

In 1995 law 16.713 was passed, enabling the refiation of the classic scheme ebcial
security specifically regarding retirement pensions, stilttstg a system characterised by the
monopoly of the State for another of hybrid natdreis way, the regime established was based
on two distinctive pillars which are connected: aighem, of solidarity or intergenerational
distribution characteristic of the former systerontrolled by a state agency - the Social
Welfare Bank (BPS as per the Spanish acronym)-; andther, new, of individual
capitalization administered by private agdiiBusquets 2002).

Also, since 1995 arducation refornwas promoted in primary and highschool. In thédfiaf
education this is an ideal case —at least in i®cbBrmulation— of trying to modernise the
characteristic universalism of this sectoral policsough multiple initiatives. Among them we
could mention the general modifications in the icuta and timeload in high-school, the
extension of education to children of 4 and 5 yedge, the introduction of focal programmes
in critical socioeconomic contexts (through dousihéft schools) and the extension of training
of teachers to the interior of the country (Lanz&@04). Differently from other reforms
introduced in the region in this period, the Urugara experience maintained a statist and
universalist orientation.

The reviews of thénealth care systermere practically nil since the redemocratizatiantilu

now’, despite several attempts to modify that systetre @ifferent governments saw their
intentions of reformulating the sector frustratede dio successive political and corporate
blockages to the proposed reforms. It was in theanhéwork that a restructuring of the sector

® Previous to the approval of this reform, in 1988oastitutional amendment was introduced, by means
of a plebiscite, to modify the pattern of adjustinehpensions, which enabled the real value oféhes
services to duplicate in ten years. Even thoughniadification had a positive impact on the sintbf
poverty of more than a third of the beneficiarigssimultaneously generated an increase in public
spending which led to an increase in fiscal defielitical concern regarding this situation turrietb

the elaboration of a set of proposals to changesttstéem, which did not have enough support to be
processed.

* Notwithstanding, 1987 law 15.903 created the NmtioAdministration of Health Services (ASSE, as
per Spanish acronym) as a specialized organisireiinistry of Health. The creation of such entitsts

the main innovation on the field of the last foemtbcratic governments led by traditional parties.



took place, qualified apassive(Moreira and Setaro 2002). Nevertheless, in tlsé decades
there has been a noticeable increase in publicdémgron health care (PNUD 2005:80), but
such increase did not seem to be translated ib&itar functioning sector. On the contrary, the
different diagnoses pinpoint a growing inequity dhe loss of the global quality of the system
(Pereira et.al. 2005).

The social reform did not end in the public sphéng, it also embraced a series of services
directed to specific sectors of the populationsthavho occupied marginal place in the older
Uruguayan welfare scheme. That way they were raftated and at the same time inaugurated
a set of programmes and projects exclusively desiga deal with problems associated to the
vulnerabilities of certain age groupsespecially children and adolescents. A significan
proportion of those new interventions were impletadrthrough civil associations or non-profit
organizations (Midaglia 2002 and 2006). The exgansif those services, as well as the set up
of a wide variety of new initiatives, did not tuimto a solidnet of social assistance, articulated
with the rest of the services that cover the neédsose groups, though by sector.

Beyond that simple presentation of the changesrieh@tion and operations of the principal
social policies, it is interesting to group such difications around a series of analytical
dimensions used internationally to determine thentation that emergent welfare schemes tend
to assume after reform processes. Therefore, Rig&@01) establishes three categories for
analysis: adjustment (adaptative modifications of the social policyther to respond to
contemporary social provision demands or to cordistiorted dynamics),e-mercantilization
(substantial changes in the orientation of theaquolicy, prioritising the job market as the
sphere to obtain welfare and income); aodt cutting(budgetary reduction of the social policy
with possibilities of register variations in theséd and composition of public spending). Chart 1
describes the main tendencies in social reformguBiarson’s categories.

Chart 1. Tendencies of social reform (1985-2004)

Re-
Sector Adjustment mercantilization Cost contention
Labour X
Social Security X X
Education X
Health care - - -
Poverty and
vulnerability X

The characteristics of the different reformulatiafigoublic services reaffirm the appreciations
made before, with respect to the moderation ofenesiregarding social issues and the hybrid
features the national welfare system assumed.

It is relevant to find out whether the group ofomefis promoted, apart from trying to adapt to
the new social needs, led to any level of reduatidPublic Social ExpendituréPSE). Contrary

to what one would expect, during the reform ph#se PSE grew in terms of GDP. As graph 1
shows, PSE rose significantly during 1990-1995mfrt3,7% in the first year to 18,3% in the
last. This took place as a consequence of an iserglaspending in social security (as a result of
the already mentioned mechanism of readjustmepemsions, as well as because of the need to
finance transition costs towards the new providisgatem). (Flood et.al. 2005).



Graph 1
Evolution of Public Social Expenditure as percentage of GDP
(1980-2005)
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4. The social context: impoverishment and increassf inequity

Even though Uruguay has been historically placedragthe least unequal and poor countries
of Latin America, during the first years of the X&éntury this situation tends to vanish. The
current picture of the Uruguayan society suggegiowing process of impoverishment, social
fragmentation and loss of equity.

In that sense, several studies indicate that dsime@edemocratization the evolution of poverty
in Uruguay went through three phases until 2004 fdmas 2005, Amarante et.al. 2005).

During a first phase (1985-1994), the incidencepoYerty decreased deeply (del 46,2 al
15,3%); on a second phase (1994-1999) the tendeasyeversed and the proportion of poor
households started to rise; during the third phires) the economic recession starting in 1998
to 2004 —which includes the economic crisis of 20GRe levels of poverty have risen

significantly, reaching a third of the populationthe country (32,1% in 2004). However, since
2005 it is possible to identify a new phase indhielution of poverty. Over the last two years a
reduction in the incidence of poverty can be seehich in 2006 reached 25,2% of the

population. (Amarante and Vigorito 2007). It isenent to point out that despite this favourable
evolution, poverty is still at levels above thosestng before 2002crisis.

As graph 2 shows, the evolution of poverty in thetltwo decades is closely related to the
cycles of expansion and contraction suffered byltheguayan economy. It is also relevant that
there is not a direct relationship between the tadables, this association is mediated by
another set of factors, such as public policiesicttiral reforms or the functioning of the labour
market, among other aspects. That is why, for examguring 1996-1998 there was a
significant economic growth (near to 5% annuallydaat the same time, the incidence of
poverty remained stable.

® The data on poverty used here are based on a reeat of poverty following the income meted. The
National Institute of Statistics (INE) producesaomhation on poverty based on two lines, one dewsop
in 1996 and the other in 2002. We have chosenclade data corresponding to the Poverty Line 2002.



Graph 2
Evolution of GDP* and Poverty in Uruguay  (1986-2006)
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The specific incidence of poverty among childred gaungsters is notorious in comparison to

other age groups. In that sense, in 2001 povestyhed 38,5% of the children under 6, whereas
it reached 3,9% of the people over 65. The levefmuerty in childhood increased over the last

years, and in 2006 climbed up to 46,3% of the céidunder 6. The generational disparity

tended to decrease since the last economic cdsés @nsequence of the loss of real value in
pensions. (Amarante and Vigorito, 2007).

A similar route to that was the one undergone loygence. The percentage of people in that
situation threefolded during the mentioned econoanisis of 2002, moving from 1,32% in
2001 to 3,92% in 2004. However, in 2006 that pesg fell significantly, reaching 1,65% of
the population.

Not only did poverty rise in the country but aldd the degree of social inequality. Since the
second half of the 90s there has been a slighteterydto concentrate income distribution,
which worsened during the crisis. As graph 3 shasinj coefficient went from 0,412 in 1991
to 0,450 in 2002, to finally set in 0,447 in 2606

® Gini coefficient offers a summary of the infornmatiof income distribution in the whole population,
showing how far is real income distribution fronperfectly egalitarian distribution. The Gini coefént
varies between Oand 1, the higher the value, the& mweven the distribution of income.



Graph 3
Evolution of Income Distribution in Uruguay
(1991-2006)
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Source: HDI, 2005 (for 1996-2004), Amarante andoviig, 2006 (for 2005-2006).

In this situation of social decay, featured by meréase in poverty and inequality, the left wing
comes to office for the first time.

5. The left wing and alternative social policies

One of the relevant political concerns of the leiihg in general, since the redefinition of the
international parameters of development, was thg twamprove the persistent situations of
vulnerability and social exclusion in an economianiework of austerity of public spending.
(Aust and Arriba 2004). The regional experiencevws) as it was pointed out for the
Uruguayan case, that even though economic dynartesicls to have a positive impact on
severe social problems, at the same time it regjuetatively stable public interventions aiming
at facing the multiplicity of factors operatingtimeir reproduction (ECLAC, 2006), as well as to
control the pattern of inequality in these societie

The current government began its period in a caraéyost-crisis economic reactivation, but
still carrying a series of social consequences ige@é by the critical situation the country went
through in 2002.

To decipher and interpret the social objectiveshaf country’s present administration during
the first half of its period in office and payingtention to the socioeconomic framework
exposed above, it is relevant to incorporate sowidiqal antecedents to frame its present
behaviour. Among the most relevant are the positiorassumed towards the reforms
implemented by former governments, as well as thigigrammatic proposals regarding social
issues.

The Frente Ampli§ maintained a strong opposition to the orientaisaumed by the process
of review of social policies, as well as to theyaiéng modality of implementing them.

On the other hand, in the party manifesto propasasin 2004 election, one of the prioritised
topics was the social one. To emphasise its reteyahwas presented in public under the name

’ Left wing party which won the national electiows the first time in 2005.



of “Social Uruguay”. To build a new country, thdtist coalition manifested its commitment to

seek new public parameters which favoured socitdgimation. In that sense, the public
discourse of the left wing made one think there wasrong concern to readjust social policies,
giving them a certain universal and integral o@¢ion, which, at the same time, would interact
with other actions focused on addressing the nmggind social situations (Vazquez 2004).

Therefore, it is necessary to find out about trenrdor action of the new government, not only
to translate its manifesto into specific measuresoagial protection, but also to sustain those
political positions from the recent past. In thahse, the Frente Amplio counted on its own
parliamentary majority, which allowed it to pass$awithout having to seek agreements with
other parties. However, among the main restrictmfithe new government there was the high
public debt, as well as the rigid structure of H&E.

In the same way, as a series of economic and gallifactors pressed to encourage the
reformulation of the classic welfare system, itéasonable to suppose that they will continue
operating in some direction, either favouring oingean obstacle to the new reviews and
innovations promoted regarding social issues. $ureternational economic patterns, the
institutional legacy accumulated over the last gearreform, the clients of services and the
emergence of new veto points regarding the adjustroicertain social policies, have some
kind of role in the process of installation of tee called Social Uruguay. Apart from these
elements it is necessary to consider the ideolbgantation of this Administration under the

analytical presupposition that it influences thiemtations of social reform (Boix 1998).

In those terms, next, the main political measurep@sed by this government in the social area
are discussed, taking as a framework of referdmesdame policy arenas previously analysed in
order to make comparisons.

Threelines of political direction

Generally speaking, the left wing assumed threeiSpeypes of political orientations towards

the reformulation of the welfare system in forcehe country. One of them is restoration; the
other is innovative, and lastly, there is eviderafea cautious handling of a series of
reformulated services.

The basic restorative measures are located inatbeut area, where the reinstallation of the
Consejos de Salaridss observed.

The innovative measures focused on different s@i@ds and they acquire a singular political
meaning. For example, regarding poverty and vubilityg a contingency Emergency Plan and
afterwards the Equity Plan were launched. Thereotirer two policies which subscribe to this
kind of conduction. One of them, specifically sdcihe health care reform, and the other,
expected to have favourable social impacts, therégorm. Both reforms were stated in the
party manifesto and they also were an emblem anioadnistorical claims of the Uruguayan
left wing.

In the framework of a cautious political behavigsithe management of the system of public
education and social security, specifically, pensidol he review of these services, which were
subject to profound reforms during the last decagss substituted for the creation of room for
dialogue among diverse stakeholders involved ise¢hgectoral policies. The creation of those
participatory arenas apparently aimed at contmigutowards the construction of an acceptable
level of consensus, which would work as a starpegt to redirect, adjust or confirm the
orientation of those social services.

8 Instances of collective negotiation created tousmshe rights of workers, with participation of skers and
employers, mediated by the State.



This category of cautious behaviour also compribescontrolled increases in PSE, as they
were determined by the fiscal space the governimehto expand public intervention.

Hence, with the aim of understanding the politioaglaning of the main social lines promoted by
the current government, it is necessary to detailescharacteristics of those initiatives.

Social reforms: proposals and debates

The reinstallation of th€onsejos de Salariognplied the activation of collective negotiation
mechanisms to solve the typical distributive cadli between capital and labour. The
enforcement of this policy is highly meaningfuleafe long period of labour deregulation, as it
tends towards the improvement of salaries in dffeisectors; at the same time it strengthens
the organizations representing interests in thosasatrade unions and chambers of commerce.
One of the novelties in the application of theseclma@isms was that rural workers were
incorporated to these negotiations for the firsietin history.

Since the creation of those instances, those urbetenging to the PIT-CNT increased the
number of members in nearly 100.000 workers. A3 new unions were created (Senatore
2007). Regarding salaries there has been a recowergal salaries, public and private. In
December 2006 the salary index was 11,5% higherithdune 2004 (Notaro 2007).

Even though th€onsejos de Salariosccount for a great number of workers —440.00thén
private sector, 150.000 in the public sector, &®000 rural workers— workers in the domestic
service, self-employed workers and non-salariedl raiorkers (Notaro 2007). Beyond these
coverage problems, teonsejos de Salaridsave been very dynamic since they were created,
providing opportunities for negotiation to workers general and showing significant
productivity in relation to the celebration of lalsagreements. In the private sector, 96% of the
cases ended up in agreements. (MTSS 2006, quotaehiaitore 2007).

The promotion of this kind of labour policy seerostatch the Uruguayan tradition regarding
salary negotiation and also the close connectitwdmn the left wing and trade unions.

The issues connected witpoverty and vulnerabilityhave been prioritized by this
administration. Three measures were taken in #gand, all of different nature and projection.
Two of them refer to programmes directed to cogethre basic or specific needs of groups in
situations of social exclusion — Emergency Plan Bqdity Plan. The third, in turn, is a strictly
institutional initiative, regarding the creationtbe Ministry of Social Development in charge of
implementing and monitoring the referred programraied at the same time coordinating the
set of social services provided by the State.

The Emergency Plan —PANES, as per its Spanish watremvas projected as a transitory public
intervention, designed to be implemented in the finsi years of the administration. It was
organised based on seven components which proraotedegral perspective; among them are:
basic income ifigreso ciudadanp food support and shelter for homeless peopleis Th
programme focused its actions in the indigent $a@gment, those people showing severe
difficulties to secure their physical reproductidven though such initiative presented some
problems of implementation in its initial phasespeesent, when it is nearly finishing, it can be
qualified as a successful experience, as it reattieedbjectives established and the established
goal of coveragé’ (Midaglia 2006).

° PIT-CNT is the unified workers' union.
% The Emergency Plan embraces 76.991 household$winé@ans 337.240 people. (MIDES, Direccién
de Evaluacion y Monitoreo, 2006)
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Unlike PANES, the Equity Plan is defined as a ltexgn proposal which seeks to influence in
the structure of inequalities in the country, beithgm socioeconomic, of gender, ethnic,
regional, or other. However, in the short term, abgective is to deal with poverty in an ample
sense, going beyond the objectives of the PANESinDuhis first phase it aims at creating a
networkof social protection, oriented towards correctihg intergenerational social unbalance
favouring children and youth, as these age groupsvere vulnerable. There are also some
complementary interventions directed specifically goor heads of household and elderly
people (Midaglia, 2007). Beyond the novelty of thlan, it is relevant to highlight that its
design combines new interventions with classicatriiments of social provision, as it is the
case ofAsignaciones Familiaré§?, to respond to the present structure of socikl ris

The creation of these plans is framed in the aveatif the Minsitry of Social Development.
This entity aims at reorganizing the sphere of pulésistance, not only by implementing and
coordinating the mentioned programmes, but alsmégrporating a series of social institutions
existing in the public sphere —INAU, INAMU, INJ&- which account for new social demands.

Although these modern plans, which include incomandfers, have become a generalized
strategy in Latin America, Uruguay’s specificitgdi in the way they are connected with the
other public interventions. Apparently, the objeetis that these initiatives become one of the
links between universal welfare services and spesifcial protection programmes.

Beyond sociafads there is no doubt that the ideological basedhefgovernment have played
an important part in its involvement in this kinfippogrammes, as they assume that situations
of poverty and inequality are of public respongiltherefore requiring the action of the State.

Besides, in the social security sphere the existiggnda of reforms is not of relevance.
However, the government has promoted the realizadiba “National Dialogue on Social
Security”, so that specialists, civil society stadielers and the Government can discuss about
the main problems the system faces, as well asat@meform proposals. (Busquets and Setaro
2007).

It is remarkable that the social security regimiéesad the most radical change in its orientation
compared to other social services, as it incluthedmarket — private agents — in the production
of welfare, giving it a liberal profile. The implemtation of this system in the 90s led to a high
degree of political and social conflict and suriégsymodification would not be free from strong
political vetoes and tensions.

The political strategy of this dialogue is presengs ashortcutthat would create the right
environment to discuss and evaluate the differéietratives of change or adjustment of the
system. Beyond these general assumptions, the nmeplkation of this means of exchange and
participation is based on three main reasons., kirshe government there is no consensus with
regard to the kind of reform that should be promof&ome governmental actors claim that it is
necessary to eliminate the pillar of individual italzation, whereas others reject that
possibility. Secondly, the system in force at pnedeas led to the creation of private agents
(AFAPS" in favour of maintaining the regime. At the satimee, the costs of modifying the
system are also considerable, its ten years oftiming have produced a “small” historic
legacy, resistant to transformations. Last, from dlcademia there have been some diagnoses
that point to a series of relevant problems ingresent social security system. In that sense, a

2 A policy that provides an income to families withildren below a certain income -translator’s note
2 An increase in scope and in the amounfeignaciones Familiareaiming at poor households with
kids and adolescents will be defined.

3 INAU: National Institute for Children and Adoleste in Uruguay; INAMU: National Institute for
Women; INJU: National Institute for the Youth. +isdator’s note

14 private Social Security Providers
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recent study underscores the risk of a relevartepgage of workers will be excluded from the
general regime of pensions in the forthcoming yemsshey will not fulfil the requirement of 35
years of service when they get to the usual ageefsement® (Bucheli et.al. 2006).

State education, for the time being, has not beebjest to revision by the present
administration and it seems there is no politizaktto initiate a change in the system. As it was
stated before, state education of primary and evdllwas part of the reform process in the 90s.
Unlike the prevailing orientation in this and othsactors, its format of adjustment implied a
greater participation of the State. Even thoughthis period minor modifications were
introduced in the systefi this does not necessarily mean the governmerg doe see the
sector as important; in fact, it received budgeiacyeases, and at the same time the electoral
promise of reaching 4,5% of GDP by the end of trendate still remains. (Mancebo and
Bentancur 2007). The government’s behaviour, sbamr®positive or innovative in this field,
tended to be corrected, the same happened witlal sseturity, through the promotion of a
singular initiative: the so called “Education De#atarried out in 2006. In this series of
meetings, of ample participation (with a crucialerplayed by the state education unions) a
series of proposals came up which were presentélet@uthorities of education and to the
representatives of political parties, as well asssecommendations to design a new Education
Law to deal with different aspects of the systemoag them, the governance of the education
system. (Mancebo and Bentancur 2007).

The Education Debate became a political instrumeétit different objectives. One of them is
the generation of a consensus that would allowrpaating the necessary adjustments to
improve the functioning and social results of tleeter. Another could be to strengthen the
political decision of postponing reforms in the teedn the near future. This, because of the
high level of conflict it would lead to, given tlstrength and position of the actors involved, or
because of the need to prioritize other areas bligpreconversion in this period in office.

Last, it is relevant to mention an additional pesblin the educational field, as the statist
orientation of the reform of the 90s does not seniffer from the ideological position the left
wing coalition has regarding social policies.

Besides, the government has started implementingnamtioushealth care reformoriented
towards the creation of a National Integrated Heglistem (SNIS, as per Spanish acrorym)
The main objective of this new system is to ensuriversal access to health care services,
guided by the principles of equity, quality and el@calization (Law of creation of the SNIS).

The innovations in this proposal are in three argathe model of health care, by prioritizing
the primary level of attention; ii) the managemsegstem, through the connection between
private and state services, with a central bodyovernance —the “Junta Nacional de Salt”
and finally, iii) the financing and spending systdaifirough the creation of a single fund for
health —FONASA, as per its Spanish acronym— adieirdd centralll’. The users of the

'3 According to the estimations of the study, onlg@df the workers will reach 35 years of servicé@t
and 42% will do so at 65. This problem is greatetthie private sector and among workers of lower
income. (Bucheli, et. all., 2006).

' Among them, we can highlight the programmes cal@@mmunity Teachers and Community
Classrooms, oriented towards providing specificaggedjical support to children and adolescents with
poor academic results, who generally belong to phooiseholds.

Y In this framework, three law bills were elaboratéaw of creation of the FONASA, passed by
Parliament, the project to create a SNIS and tlugepr to decentralize ASSE, both currently being
studied in Parliament.

18 National Health Committee. (translator’s note)

¥ The FONASA will be funded with the contributionktbe State and private businesses according to the
people they provide services for. There will algodbher contributors — according to their incomele-
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system will have the right to their health assistartheir children’s under 18 and in the future,
their spouses’. Besides, civil servants are inc@ieal to the formal health system. In that sense,
according to the official forecast, 30.000 civilnsnts will be incorporated to the system
(starting on August 1, 2007) and 500.000 childreden 18 (since January 2008) (Fernandez
Galeano, 2007).

Institutions of collective medical assistance, poofit institutions of private medical assistance
and medical insurance systems currently functiomiitigoe able to become part of the SNIS, as
well as the health care services managed by thee S¥&SSE. This way, the bases for a
competition dynamic between the public and privadées are created. The expectation is that
strengthening the public sector will enable greaquity of the services offered by both

subsystems.

Among other innovations, it is intended that theNASA pay a “health instalment” to the
suppliers, according to the services they proviglech instalments will vary according to the
risks of the different sectors of the populatiomjat will be determined by the users’ sex and
age. This way the stimuli from “adverse selectiam& avoided, that is, the prioritisation of
groups that experiment minor sanitary problemst lagppens nowadays. (Olesker, 2007).

Besides, the governance of the SNIS will be givea Health Council, which will be in charge
of planning, directing and controlling the functiog of the system and of managing the
National Health Insurané®

It is apparent that the reform tends to prioritize public system and it could be supposed that
this will improve the assistance of the populatesgments which use the services in that
sphere. Beyond the potential social impact of thejegted health reform, it still has to
overcome important political veto as well as theagtion of groups or “corporations” who
benefited, or at least were not affected, fromdidesystem.

Finally, one of the structural modifications of rhalevance being carried out by the
government is théax reform Even though it is not a social policy, strictlgesking, it is a
privileged distributive or redistributive instrumenThe reform has four main goals: i) to
generate greater equity in the tax system, relaamgpressure with the different social sectors
capacity to contribute; ii) to increase the effimg of the system; iii) to stimulate productive
investments and employment; and iv) to satisfyfitmencial needs of the State (MEF, 2006). To
that end, the reform simplifies the tax structusgjuces the weigh of indirect taxes and, at the
same time, it strengthens direct taxes by intratyitiie income tax

It is important to make special reference to trmie Tax (IRPF,as per its Spanish acronym),
which was timely announced by the left in the framek of its electoral-programmatic
proposals and which constitutes the main innovatiothe new regime. The IRPF is a kind of
the so called “dual” tax system, whose main charastic is differential treatment of income
from work, compared to income from capital. In thahse, salaries and pensions are taxed with
progressive rates applied to each income band @eetvi0% and 25%, with a minimum
amount, non-taxable), whereas income from capital & fixed rate (12%). The non-taxable
minimum amount of IRPF excludes an important pesgg of population from the obligation
of paying taxes, which reaches almost 60%. Thisemakdifference with the previous system,

such as private and state workers, pensioners eoplgowho perceive rental income. Finally, thedisc
contribution of the government is also considetbdhugh budgetary and extra budgetary contributions

% The law bill considers this Council to be a decalited agency, composed of seven members: four
members from the Executive branch and three repratbees from suppliers, organized workers and
system users.

ZLwe will not make here a detailed description btz components of the new tax system, but ofehos
modifications that may have greater distributivepatt.
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where only 30% of workers were exonerated fromdbecalled “personal income tax” (IRP)
(Perazzo and Rodriguez, 2006).

On the other hand, consumption taxes are modifirezeghe elimination of the Social Security
Tax (COFIS, as per its Spanish acronym, of 3%) thiedreduction of the VAT, whose value
drops from 23 to 22% and the minimum rate from Ad4.®%. The objective is to reduce the
weigh of indirect taxes on the global tax structurehich in the former system reached 72,3%
of the total collection — considering that thoseeta tend to be regressive (Perazzo and
Rodriguez 2006). However, other goods and servigbih in the former regime did not pay
such tax, are added to the VAT.

Among other relevant innovations, are the modiftreg to the “Single taxation ” regime, so
that it becomes a tool for social inclusion andolabformalization. The incorporation of
workers who develop low income entrepreneurialvédats is sought. These will pay a single
tax (substituting all other national taxes and hwat relatively low cost) and they will have
access to Social Security.

Although predicting the distributive impacts of ttae reform is a complex matter, particularly
due to the difficulties to estimate the resultsva@ny of the modifications done, it is possible,
however, to present some estimations.

A recent paper shows that the first decile of inedte poorest) would be the most benefited
with the reform, because it would be exempt oflRF and at the same time it would increase
its available income as a consequence of the logeof indirect taxes. Regarding the mid
deciles of the chart, the aforementioned study lcoles that the benefits gained from a lesser
IRPF rate would be partially countered by a greatgrense in VAT (mainly because of the
extension of the VAT on health and transport, whighte exempt of it before). Finally, the two
deciles which concentrate the richest populationldiincrease their contribution through the
IRPF and with taxation over the other sources obiine that are presently exonerated. (Perazzo
y Rodriguez 2006).

In accordance with the argument of the aforemeertistudy, official evaluations point out that
the tax changes would mean an increase of theadl@ilncome for households located between
the first and eighth deciles, whereas the richeaséholds (ninth and tenth deciles) would see a
decrease of their available income because of thatgy tax load. (MEF, 2007). Likewise,
estimations made by Barreix and Roca (2007: 136)tmut that the dual income tax would
improve the distribution of income in more than tpaints of the Gini coefficient.

So, in a general sense and according to differaatyais, the new tax system would have

positive effects regarding equity. However, as lean already stated before, it is necessary to
wait until the results of the tax reform are meaduafter some time, so that we know the social
impacts of the new system.

In order to bring about this set of reforms and ®s®aial initiatives, the government increased
their PSE in a controlled manner. From 2005 itassible to verify that the PSE / GDP ratio
increases (from 19% in 2004 to 19,5% in 2005),ca flaat seems to be consolidated since the
Budget Law 2005-2009 and theey de Rendicién de Cuentasill 2006 (Bertoni and Azar
2006). Said bill suggests the strengthening oftried to give more macroeconomic priority to
PSE®. The budget entries aimed at financing the netiaihnies — PANES and Equity plan —,
budget for Education, as well as destined to dréferm in traditionally blocked sectors like
Health care.

2 Budget accountability and adjustment law

% The Economic Report (2007) which accompanied thede Rendicién de Cuentai#l of 2006 points
out that he modifications included in this bill,dedl with theRendicién de Cuenta2005, will determine
a total PSE increase of more than two percentamggspaf GDP in the five year period
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When observing the sector distribution of PSE idiceable that it is strongly concentrated in
social security (68,8% is the mean of the 2002-20660d, equivalent to a 14% of GDP),
followed by Education (15,5% of PSE and about ad3%GDP) and Health care(8,8% of PSE
and roughly a 1,9% of GDP) (Bertoni and Azar 2006} likely that the set of social initiatives

taken by the current government do not changefsgnily the sector structure of expenditure
allocation.

Chart 4
Sector Distribution of Public Social Expenditure
as a percentage of GDP (2002-2005)

2002 [N 169 04
2003 33 14,6 04

2004 31 13,0 H 03

2005 3,0 13,1 oM 05

W Education OHealth Care
H Social Security and Assistance OHousing and Community Services
B Other Social Expenditures

-

Source: Bertoni and Azar (2006)

6. Welfare the left-wing way

In an attempt to provide an analytical frameworkHhe welfare system modifications made by
the left-wing government, P. Pierson’s typology @thsocial reforms was used. The categories
of his schema were adjusted in order to captureothentation of the main social initiatives
taken by the current Administration.

The chart that follows shows a synthesis of thennpailicy lines of the social reform, taking
three relevant dimensions of analysedjustmentwhich includes updating the contents of the
policy and may be presented as an innovative donas/e change, the tendency de-
mercantilization which involves the social policy deeming the smvas a right to be
guaranteed by the State; and finally, th@éension of costsvhich refers to the expansion of
public expenditure or budget in the area of reform.

Broadly, the present Administration made a serfemmovations and adjustments in a set of
social services. These changes seem to be diffeantthose implemented in the past. The
general direction of these changes is a repogitipof the State as a social protection agent.
The State assumes this role by regulating theysatandards, competing in and managing the
supply of basic public goods and taking resporigibtb address poverty and vulnerability

situations. To these features it is added the maitation of an essential public policy regarding
the determination of the new distribution rules $t@ape a country, as is the Tax Reform.
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Chart 3. Trendsin social reformin the left-wing government (2005-2007)
Innovative or

Restorative De-
Area Adjustment Mercantilization Extension of Costs
Labor X X
Social Security
Education X
Health Care X X X
Poverty and
Vulnerability X X

Even though the impacts of some of the reformsetirivy the government are not yet known in
detail —as for instance, health care and tax refoestimations suggest an improvement in the
distribution of Welfare and, thus, in the equityrgraeters that the society will adopt. The
design and the announcement of the implementafidghese two public policies (Health Care
and Tax), provoked serious political oppositiomirpolitical parties, organized interest groups
and the high and mid-high social strata who comsidemselves affected by these reforms.
These political vetoes could translate in the fitunto electorapunishmentss a consequence
of significant change in the existing public sysseniPierson 1993). Notwithstanding, the
government seems to be determined to take thdseaisl, somehow, persuade the citizenship
or at least try to modify their preferences aner@sts, as was done in the past, on occasion of
the instauration of the classic Welfare matrix. §hine current Administration shows a certain
strength and determination that some changes aemtéd, not only to avoid the deterioration
of basic social services, but also to establishesorimimum norms of social justice.

7. Final Considerations

It is pertinent to state that the left-wing goveemh has been active in the issue of social
reforms. In the matter of two and a half years ffice it introduced a set of important
modifications in areas and sectors of public redeea—labour, health care, poverty and tax—.
Notwithstanding, up to this moment, the orientatmnother social policies that are highly
significant to address some risk factors —socialgg/ and education- has not been defined.
The absence of initiatives of change in said sech@as substituted by the implementation of
participation spaces with the goal of agreeing omes basic policy lines to correct those
services. On the other hand, those and other besaited from budgetary increases which will
allow them to somehow improve their work.

Among the main social concerns of the governmetthéssearch to address the most pressing
social problems, namely those that affect poordeeil and teenagers. This priority is evidenced
in the approval of the measures that constitutélthed core” of the Equity Plan.

It is clear that the prevalent orientation of teeiew and generation of new social policies is
geared towards a reduction of existing inequitscordingly, there are expectations that the
Tax Reform, labour policies —particular@onsejos de Salariosand programs directed to
diminishing the impact of poverty — Emergency péemd Equity plan- have positive impacts in
this matter.

On the other hand, this Administration tries tooresr the historic legacy of Welfare, re-using
some classic instruments, by adapting them to ¢dblscontext of reference and, on occasion,
combining them with new strategieg\signaciones Familiare$ramed in the Equity Plan,
Consejos de Salarios.
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An additional novelty that was promoted in thisiperis the creation of the Social Ministry, an
entity specialized on the treatment of poverty aitins and the management of new social
demands —gender, childhood and youth-. The inatigaraf this new public organism, besides
addressing said problems, also seems to be anpatterarder the dispersion of social services;
particularly those related to social protection aassistance. Anyway, it is still unknown
whether this institution will have the effectivepeaity to coordinate that set of measures.

Beyond the innovations and revisions put forwardh®y government, it does not seem that the
preceding reforms promoted by past governmentdcatee significantly reversed. There is a
tendency to keep a mixed pattern in social seryiceshich services with different orientations
coexist, generating a relatively hybrid welfare @notection matrix.

However, it is evidenced a sustained increaseefdbel of State intervention in social issues,
especially in some areas like health care, labodrmverty.

This -more statist- pattern, -in other words, a erate statist pattern- seems to respond to the
ideological and manifesto basis of the left, whiehds to bring about public and collective
solutions to social problems.

Still pending is a set of institutional and polichallenges to apply and sustain the projected
reforms; Also pending are the possibilities to aduice modifications in the distribution of
social expenditure to address the needs of the mibisérable groups; as well as to guarantee
high quality services that respond to the currenfiguration of social risks.
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