
C H A P T E R 4 

Employment under Adjustment and 
the Effects nf Labeur Market Refurm 
nn Wurking Penple 

W e a l t h is generatcd by h u m a n labour , w i t h o u t w h i c h there is no i n c o m e , 

w h e t h e r i n cash or i n k i n d , n o consumer goods, n o t e c h n o l o g y , no capital 

ñ o r o rgan iza t ion . W i t h o u t l abour there w o u l d be ne i ther p r o d u c t i o n ñ o r 

d i s t r i b u t i o n o f w e a l t h , ñ o r w o u l d markets exist. I n o the r w o r d s , i t is n o t the 

marke t that determines the existence o f this labour ; o n the con t ra ry , w i t h o u t 

labour , markets cannot exist. 

L a b o u r can be e m p l o y e d i n m a n y different ways. I n deve loped 

econoni ies , w h e r e the relationships b e t w e e n supply and d e m a n d are clearly 

art iculated, w o r k is usually salaried. Such is n o t the case everywhere , however . 

T h e l abour marke t can coexist w i t h m a n y types o f w o r k e r s and e m p l o y ­

m e n t , i n c l u d i n g small-scale ru ra l producers , i ndependen t merchants , the 

se l f -employed , and n o n - p a i d fami ly w o r k e r s . Paradoxical ly , w i t h i n the log ic 

o f the market , some activities necessary for the r e p r o d u c t i o n o f society r ema in 

outside al l e c o n o m i c considerat ions. N o n - r e m u n e r a t e d h o u s e w o r k u n d e r -

pins w o r k p e r f o r m e d outside the h o m e b y o the r househo ld members . Such 

w o r k , h o w e v e r , is considered to be ' n o n - e c o n o m i c ' , and w h o e v e r performs 

i t is alniost always classified as part o f the economica l l y inact ive p o p u l a t i o n . 

T h a t is t o say that , f r o m a marke t p o i n t o f v i e w , l abour is reduced to a 

s imple re la t ionship o f supply and demand . T h e e c o n o m i c pol ic ies that have 

p r e d o m i n a t e d since the b e g i n n i n g o f the 1980s have placed emphasis o n the 

l abour marke t rather than o n the v a l u é o f w o r k itself. W i t h i n s t ructural 

adjustment p rogrammes , l abour has been defmed i n terms o f i n d i v i d u a l 

p r o d u c t i v i t y and compet i t iveness , w i t h l i t t l e regard for social and labour 

rights o r social equ i ty and coUective w e l l - b e i n g . T h e isolated, c o m p e t i t i v e 

i n d i v i d u a l supplants the coUective and coopera t ivo effort . 

Structural adjustment, including specific labour market 
reforms, has significantly affected labour and living 
conditions in all of the participating countries. 
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T h e na t iona l invest igat ions i n t o the impac t o f a b road range o f adjust­

m e n t policies - i n c l u d i n g pr iva t iza t ion , deregulat ion, and trade and financial 

sector l ibe ra l i za t ion - indicare that s t ructural adjustment has s ignif icant ly 

affected l abour and l i v i n g cond i t ions i n all o f the countr ies pa r t i c ipa t ing i n 

the S A P R I and C A S A exercises. T h i s impac t has been deepened b y specific 

l abour marke t reforms unde r t aken as part o f s t ructural adjustment 

p rogrammes i n numerous countr ies . These pol ic ies and the i r effects o n 

e m p l o y m e n t , wages and w o r k i n g cond i t i ons have been e x a m i n e d i n 

Ecuador , E l Salvador, M é x i c o and Z i m b a b w e . T h e studies are i l lus t ra t ive o f 

the i n t e rna t iona l t r e n d towards r e d u c i n g the concep t o f w o r k t o that o f the 

l abour marke t , reorganized t h r o u g h the concept o f f l e x i b i l i z a t i o n . 

T h i s chapter first presents a b r i e f descr ip t ion o f the d i f fe r ing , as w e l l as 

s imilar , characteristics o f the four countr ies . I t t h e n discusses t w o types o f 

impacts that adjustment has had o n e m p l o y m e n t : those caused b y general 

e c o n o m i c adjustment strategies; and those de r ived f r o m specific l abour 

marke t reforms. Final ly , i t summarizes the findings and recommends a change 

i n course. 

Country Characteristics 
T h e countr ies under cons idera t ion have ve ry different poin ts o f departure. 

T h e i r geographical and p o p u l a t i o n sizes, as w e l l as that o f the i r markets , are 

contrasted i n Tab le 4.4 b e l o w . 

M é x i c o , w h i c h possesses over three quarters o f the to ta l p o p u l a t i o n o f 

the f o u r countr ies s tudied, also generares 91 per cent o f the c o m b i n e d G D P . 

I t is classified by the W o r l d B a n k as a h i g h - m i d d l e - i n c o m e c o u n t r y , w h i l e 

Ecuador and E l Salvador are Usted as l o w e r - m i d d l e - i n c o m e nations and 

Z i m b a b w e as a l o w - i n c o n i e c o u n t r y . 

Table 4.1 • Selected Countries: Population, Territory and GDP 

Population Territory GDP GDP per capila 

(millions) (thousands (millions 
of km') US$,1987) 

1980 1997 1980 1997 1980 1997 Average 
annuai 
growtfi 

Ecuador 8.0 11.9 256,370 11,733 19,768 1,467 1,661 0.7% 

El Salvador 4.6 5.9 21,041 3,574 11,264 777 1,909 5.4% 

México 67.6 94.3 1,958,201 223,505 402,963 3,306 4,273 1.5% 

Zimbabwe 7.0 11.5 390,580 6,679 8,906 954 774 (1.2)% 

Source: Wor ld Bank, World Dei/elopment Indicators 1999, Washington, DO: World Bank. 
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M a c r o e c o n o m i c e v o l u t i o n , expressed i n G D P per capita, shows n o t o n l y 

ve ry different i n i t i a l s t ructural characteristics b u t also different types o f 

deve lopmen t . U n d e r an o r t h o d o x adjustment reg ime since its E c o n o m i c 

R e f o r m P r o g r a m m e was l aunched i n 1 9 9 1 , Z i m b a b w e ' s g r o w t h has s l owed 

s ignif icant ly . L i k e w i s e , Ecuador 's G D P per capita appears to have fallen i n 

real terms d u r i n g the past t w o decades o f e c o n o m i c l ibera l iza t ion and 

par t icu lar ly d u r i n g the recent p e r i o d o f e c o n o m i c crisis. I n contrast. El 

Salvador g r e w s ignif icant ly i n the 1990s after the Peace Accords were signed 

i n early 1992. Its GDV per capita was scarcely h a l f o f Ecuador ' s i n 1980, b u t 

by 1997 surpassed i t b y 15 per cent . M e x i c o ' s d y n a m i c can be located 

somewhere i n b e t w e e n Ecuador 's and E l Salvador's - a w e a k level o f 

g r o w t h per capita that does n o t kcep up w i t h the g r o w t h rate o f the 

e c o n o m i c a l l y act ive p o p u l a t i o n . 

Because o f these d i f f e r ing cond i t i ons , each coun t ry ' s specific charac­

teristics w e r e taken i n t o account i n the pa r t i c ipa to ry consul ta t ive exercises. 

B u t , i n spite o f such differences, all o f the countr ies w h e r e e m p l o y m e n t and 

the l abour marke t w e r e s tudied have shared a n u m b e r o f basic s t ructural 

characteristics. 

• A l l fou r countr ies have had an e x t r e m e l y heterogeneous ' m a r k e t 

s t ructure ( Z i m b a b w e ' s reached dua l i sm and enclave f o r m a t i o n ) , w i t h 

e c o n o m i c c o n t r o l exercised b y a handfu l o f businesses and the m a j o r i t y 

o f w o r k p e r f o r m e d outside the f o r m a l h i r i n g schemes usually f o u n d i n 

deve loped economies . For example , i n M é x i c o , o u t o f an e c o n o m i c a l l y 

active p o p u l a t i o n o f 40 m i l l i o n , fewer than 18 m i l l i o n w e r e enroUed i n 

the social securi ty system. ( T h e l a w requires that all l abour contracts 

en ro l w o r k e r s i n this system; therefore , those n o t enroUed ei ther w o r k i n 

the i n f o r m a l sector, are se l f -employed or are unpaid . ) 

• A t the same t i m e , all the countr ies have s h o w n a h i g h concen t r a t i on o f 

i n c o m e , w e a l t h and factors o f p r o d u c t i o n . A b o v e and b e y o n d the 

countr ies s tudied here, L a t i n A m e r i c a and Af r i ca are h is tor ica l ly the t w o 

regions w i t h the highest concent ra t ions o f w e a l t h . I n Z i m b a b w e , 70 per 

In economic development theory, heterogeneity refers to disparities in development within 
a country's economy. A heterogeneous economy tends to include the foUowing: a sector 
producing raw materials or primary goods - whether for export, domestic markets or direct 
consumption - with low levéis of technology and poor working conditions; a modern 
industrial sector that is generally linked to transnational finns; an urban informal sector 
involved in small-scale production, commcrce and services; and a maquila or assembly-plant 
sector that produces goods for export using mostly imported inputs. Adjustment policios 
applied in a heterogeneous economy tend to increase competition on an unequal playing 
field and thus will have differentiated impacts, benefiting most those sectors that are better 
ofF and further exacerbating inequality. 



90 T H E S A P R I R E P O R T 

cent o f the l and be longed to fewer than 1 per cent o f producers , w h o 

have also con t roUed 85 per cent o f the wate r resources. I t shou ld be 

p o i n t e d ou t that racial and labour d i s c r i m i n a t i o n against ind igenous 

peoples i n some áreas o f L a t i n A m e r i c a , as w e l l as against blacks i n parts 

o f Af r ica ( Z i m b a b w e , for example , g i v e n the e n d u r i n g effects o f its 

co lon i a l inher i t ance) , is translated i n t o cond i t i ons o f to ta l dispari ty i n 

e c o n o m i c deve lopmen t . I n Z i m b a b w e , at the e n d o f the last decade, the 

w h i t e p o p u l a t i o n comprises 2 per cent o f the p o p u l a t i o n w h i l e r e c e i v i n g 

37 per cent o f na t iona l i n c o m e . 

• T h e f o u r countr ies s tudied here are a m o n g those w i t h the highest 

c o n c e n t r a t i o n o f i n c o m e i n the w o r l d . O u t o f 96 countr ies appearing i n 

the W o r l d Bank ' s World Development Report 1999, Z i m b a b w e has the 

e igh th-poores t d i s t r i b u t i o n o f w e a l t h , M é x i c o is i n fou r t een th place. E l 

Salvador i n t w e n t y - f i r s t and Ecuador i n t h i r t i e t h - a l t h o u g h , w i t h the 

b r e a k d o w n o f the financial and m o n e t a r y systems at the e n d o f the 1990s 

i n Ecuador , this s i tua t ion has clearly worsened . , 

• L a t i n A m e r i c a exper ienced a s i tua t ion o f massive external debt , w h i c h 

l e d to the debt crises o f the 1980s i n Ecuador and M é x i c o . T h i s was one 

o f the factors that spurred the a d o p t i o n o f s t ructura l adjustment pol ic ies . 

D u r i n g that same p e r i o d . E l Salvador's w a r e c o n o m y en joyed signif icant 

assistance f r o m the U n i t e d States g o v e r n m e n t . Since t hen , its fo re ign 

exchange needs have been m e t largely by m i g r a n t w o r k e r s , especially 

those l i v i n g i n the U S , w h o send m o n e y h o m e . 

• Associated w i t h the debt d u r i n g the 1980s was a g r o w i n g fiscal imbalance 

f requent ly l i n k e d to cases o f pub l i c sector c o r r u p t i o n and inef f ic iency . T o 

g ive an idea o f the extent o f fiscal crisis i n these countr ies , Z i m b a b w e ' s 

déf ic i t was 9.6 per cent o f G D P i n 1980 and M e x i c o ' s was 16.5 per cent 

i n 1 9 8 1 . 

• O n top o f this, the 1980s s h o w e d a p r o f o u n d de te r io ra t ion i n the terms 

o f trade for r a w materials, w h i c h par t i cu la r ly affected Ecuador and 

M é x i c o i n the atea o f o i l . 

• I n the case o f Z i m b a b w e , a fundamenta l e lenient to consider is that o f 

H I V / A I D S . L i fe expectancy at b i r t h d r o p p e d f r o m 61 to 48 years, and 

one f o u r t h o f the p o p u l a t i o n became infected. T h e lack o f c o n c e r n 

s h o w n by m a n y , i n c l u d i n g the W o r l d B a n k , w i t h regard t o the spread o f 

the disease i n sub-Saharan Af r i ca d u r i n g the 1980s shou ld be noted.^ 

AIDS has had an immediate impact on employment duc to reduction of the healthy 
working-age population and the growing rate of dependency. In addition, HIV/AIDS 
presents an ethical probiem in temas of market criteria: how can yon invest in human capital 
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I n summary , these are h i g h l y i n d e b t e d countr ies that are finding i t 

d i f f i cu l t to mee t the i r financial c o m m i t m e n t s . T h e y have had g r o w i n g fiscal 

imbalances, h i g h l y concen t ra ted i n c o m e d i s t r i b u t i o n structures and markets 

con t roUed b y o l igopol ies . Such w e r e the i r characteristics i n the early 1980s, 

and i t was obv ious that substantial modi f i ca t ions to t he i r e c o n o m i c 

organiza t iona l structures w e r e necessary. H o w e v e r , the types o f changes 

i m p l e m e n t e d have n o t r educed labour disparities ex is t ing b e f ó t e adjustment. 

O n the con t ra ry , the he te rogene i ty o f these economies has substantially 

increased. I t w o u l d almost seem that the m a i n c o m m o n d e n o m i n a t o r 

a m o n g these countr ies is the i r i n t e rna l s t ructural he terogenei ty . 

Adjustment Programmes, Employment and Poverty 

Employment and the labour market have been significantly 
affected by structural adjustment policies that directly 
impact the productive sectors. 

E m p l o y m e n t and the l abour marke t have been s ignif icant ly affected b y a 

b road range o f s t ructural adjustment pol ic ies that have d i rec t impac t o n the 

p r o d u c t i v e sectors o f the e c o n o m y . T h e impac t o f these pol ic ies o n e m p l o y ­

m e n t is a re f lec t ion o f t he i r effect o n the coun t ry ' s p r o d u c t i v e apparatus. 

F u r t h e r m o r e , as discussed later, decisions made b y governments unde r 

adjustment to l iberal ize the l abour m a r k e t are of ten carr ied o u t t h r o u g h 

specific l abour marke t reforms: that is, legal changes regu la t ing labour 

relations. 

E m p l o y m e n t is a f u n c t i o n o f the level and structure o f e c o n o m i c ac t i v i t y 

and p r o d u c t i v i t y . T h a t is to say: 

• A n increase i n d e m a n d for goods and services tends t o increase a sector's 

e c o n o m i c ac t iv i ty . W i t h constant levé is o f p r o d u c t i v i t y , i f this d e m a n d is 

n o t m e t b y impor t s , e m p l o y m e n t rises. I n effect, i n order t o p r o d u c e 

m o r e , add i t iona l l abour is needed, w h e t h e r b y increasing t i m e w o r k e d by 

those already e m p l o y e d o r by add ing n e w w o r k e r s . 

• I f d e m a n d increases as a result o f a nc t increase i n those p r o d u c t i v e sectors 

r e q u i r i n g l i t t l e l abour per u n i t o f capital , accompan ied b y decreases i n 

h i g h l y l abour - in tens ive sectors, t hen , even w h e n p r o d u c t i o n increases, 

e m p l o y m e n t declines. 

" m an HlV-infected population when yon know beforehand that the investment's 
profitability will be less than in the case of non-infected persons? 
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• Increased p r o d u c t i v i t y has a doub le -edged effect: i t d i rec t ly results i n 

t echno log ica l u n e m p l o y n i e n t ( subs t i tu t ion o f w o r k e r s b y t echno log ica l 

m o d e r n i z a t i o n ) , b u t also i n d i r e c t l y generates e m p l o y m e n t l i n k e d t o the 

n e w technologies and provides a s t imulus t o p r o d u c t i o n that w i l l , i n 

t u r n , g e n é r a t e n e w jobs . 

Just as p r o d u c t i o n and p r o d u c t i v i t y depend o n an economy ' s overa l l 

f u n c t i o n i n g and its re la t ionship to the rest o f the w o r l d , so e m p l o y m e n t ' s 

b e h a v i o u r is l i n k e d to the ent i re economy ' s per formance and the p r i m a r y 

e c o n o m i c strategies p r o m o t e d b y pub l i c p o l i c y . As a result, the effects o f 

s t ructural adjustment o n e m p l o y m e n t cannot be d e t e r m i n e d b y specific 

l abour m a r k e t pol ic ies alone b u t also depend o n the economy ' s e v o l u t i o n , 

the r e s t ruc tu r ing o f its p r o d u c t i v e apparatus and the effects this generates i n 

terms o f overa l l changes i n e m p l o y m e n t patterns. 

Economic activity 
I n the countr ies s tudied, e c o n o m i c r e s t ruc tu r ing has n o t l ed to greater 

m o d e r n i z a t i o n and competi t iveness even after 20 years o f adjustment. As 

w e l l as b e i n g i r regular and insuff ic ient , the g r o w t h o f G D P has been 

concen t ra ted i n the d e v e l o p m e n t o f the l ead ing businesses, sectors and 

regions. T h i s has exacerbated the gap b e t w e e n these and the sectors left 

b e h i n d , as w e l l as the he te rogene i ty already ex is t ing before adjustment. I n 

a d d i t i o n , the c o n c e n t r a t i o n i n the d i s t r i b u t i o n o f generated w e a l t h has 

t ended to increase, and, as a result, the c o n s u m p t i o n capacity o f g r o w i n g 

segments o f society is de te r io ra t ing even fur ther . I n the face o f such 

imbalances w i t h i n the real e c o n o m y , financial e q u i l i b r i u m has been g i v e n 

precedence. Never thelcss , even i n this d o m a i n , Ecuador and M é x i c o have 

exper ienced majo r p rob lems , i n c l u d i n g disastrous b a n k i n g crises. 

Economic restructuring has not led to greater 
modernization and competitiveness after 20 years of 
adjustment. 

Ecuador ' s G D P g r e w at an average annuai rate o f 2.5 per cent f r o m 1980 

to 1997; h o w e v e r , p o p u l a t i o n g r o w t h was 2.4 per cent, and, thus, g r o w t h 

per capita was pract ical ly at a standstill . F o r the f o U o w i n g t w o years, up t o 

1999, G D P per capita decreased at an average o f 6.2 per cent annual ly and 

o n l y rose t w o per cent i n 2000 . 

M e x i c o ' s e c o n o m i c per formance unde r adjustment has also been 

inadequate. T h e m e a n rate o f year ly G D P g r o w t h f r o m 1980 to 1997 was 

barely 1.3 per cent , w h i l e the average rate o f p o p u l a t i o n g r o w t h was 2 per 

cent. R e c o v e r y began i n 1997, ind ica ted by an annuai G D P per capita o f 2.7 
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per cent f r o m 1997 to 1999. H o w e v e r , these cycles o f recovery have been 

short and unstable, and a process o f decelera t ion, r o o t e d i n the U S 

e c o n o m i c d o w n t u r n , began d u r i n g the last t h i r d o f 2000 . 

E l Salvador exper ienced p r o f o u n d e c o n o m i c stagnation d u r i n g the 1980s 

because o f the c i v i l war . R e c o v e r y d u r i n g the 1990s f o U o w i n g the Peace 

Accords was accelerated, w i t h G D P per capita g r o w i n g at 2.9 per cent per 

year, w i t h the he lp o f a l o w e r p o p u l a t i o n g r o w t h rate (1.5 per cent) . 

H o w e v e r , the s i tua t ion has reversed since 1997, w i t h G D P per capita 
increasing b y barely 0.9 per cent over the f o U o w i n g three years. O n top o f 

this, the c o u n t r y exper ienced the adverse impacts o f H u r r i c a n e M i t c h at the 

end o f 1998 and, i n par t icular , the earthquakes i n 2 0 0 1 . 

F ina l ly , Z i m b a b w e was the c o u n t r y that g r e w most rap id ly over the last 

t w o decades (2.9 per cent annual ly) . H o w e v e r , s t rong g r o w t h i n the 1980s, 

before s t ructural adjustment policies w e r e appl ied , was f o U o w e d b y a 

w e a k e n i n g d u r i n g the 1990s, w h e n g r o w t h reached o n l y 1.6 per cent 

annual ly . A l so , Z i m b a b w e had a h ighe r p o p u l a t i o n g r o w t h rate (2.96 per 

cent) t han the o the r countr ies s tudied, and b y the end o f the t w e n t i e t h 

cen tu ry its s i tua t ion was s imilar to that o f 1980 i n terms o f e c o n o m i c 

ac t iv i ty , as G D P per capita had stagnated. W h e n the effect o f the H I V 

pandemic and the recent po l i t i c a l crisis are added to this m i x , the panorama 

becomes m o r e c r i t i ca l . 

Restructuring of the productive apparatus 
G i v e n that the p r i m a r y de t e rminan t o f e m p l o y m e n t is p r o d u c t i o n , and that 

m u c h p r o d u c t i v e ac t i v i t y is concent ra ted i n m i c r o , small and m e d i u m - s i z e d 

businesses, i t is i m p o r t a n t to examine the res t ruc tu r ing o f the p r o d u c t i v e 

apparatus resu l t ing f r o m adjustment pol ic ies . 

I n Ecuador , the impacts o n e m p l o y m e n t o f r es t ruc tu r ing b o t h 

p r o d u c t i o n and the financial sector have been signif icant . A r eo r i en t a t i on o f 

p o l i c y to foster an export -based e c o n o m y p r o d u c e d constraints o n the 

domest ic marke t , pa r t i cu la r ly small and medium-sca le businesses, and 

s trengthened large enterprises. F r o m 1992 to 1998, several thousand w o r k e r s 

w e r e shed b y the coun t ry ' s thousand largest firms ( i n terms o f e c o n o m i c 

ac t i v i t y ) , w h i c h accoun ted for 75 per cent o f G D P w h i l e e m p l o y i n g 35 per 

cent o f w o r k e r s i n f o r m a l l y registered enterprises, even as the a m o u n t o f 

these firms' i nves tmen t per w o r k e r increased b y 50 per cent. T h u s , large 

firms i n the e x p o r t sector w e r e fur ther concen t r a t i ng capital w h i l e f a i l ing t o 

g e n é r a t e e m p l o y m e n t . 

Policy reforms led to massive closures of small businesses 
that employ the majority of Ecuador's workforce. 
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A t the same t i m e , the S A P R I inves t iga t ion i n Ecuador notes the massive 

n u m b e r o f closures o f m i c r o , small and m e d i u m - s i z e d businesses, w h i c h 

make up the vast m a j o r i t y o f the coun t ry ' s registered enterprises and e m p l o y 

the m a j o r i t y o f its w o r k f o r c e . F r o m 1990 to 1996, 4 ,600 businesses w e n t 

b a n k r u p t (1,675 o f t h e m closed i n 1995 alone) , l eav ing a to ta l o f 17,352 

f o r m a l l y registered enterprises. As a result, thousands o f w o r k e r s j o i n e d the 

ranks o f the u n e m p l o y e d , as 96 per cent o f registered firms account for 65 

per cent o f e m p l o y m e n t i n all firms, a l t h o u g h they p r o d u c e less t h a n 25 per 

cent o f G D P . Participants at the S A P R I O p e n i n g N a t i o n a l F o r u m b l amed 

this massive loss o f j o b s i n part o n the flood o f i m p o r t s that has emanated 

f r o m Ecuador ' s trade l ibe ra l i za t ion . 

T h e F o r u m part icipants also p o i n t e d to the coun t ry ' s c redi t p o l i c y and to 

interest rates that have reached as h i g h as 70 per cent. T h e concen t r a t i on o f 

capital has c o n t r i b u t e d to the w e a k e n i n g a n d / o r failure o f businesses that 

w e r e unable to compe te i n the n e w in t e rna t iona l con tex t b y d i r e c t i n g credi t 

towards m o n o p o l i s t i c p r o d u c t i v e structures. Since 1992, 1 per cent o f 

b o r r o w e r s i n Ecuador have rece ived 68 per cent o f the available credi t , and 

the coun t ry ' s b a n k i n g system has constra ined l e n d i n g that w o u l d have 

preserved and created jobs i n the most l abour - in t ens ive sectors. T o add 

insu l t t o w o r k e r i n j u r y , the subsequent b a i l - o u t o f the b a n k i n g system t h e n 

channe l led pub l i c resources away f r o m e m p l o y m e n t c rea t ion to p ro tec t a 

financial system that d i d n o t g e n é r a t e e m p l o y m e n t i n such sectors. 

S imi l a r ly , i n M é x i c o , o n l y 2 5 - 3 0 per cent o f industries ex is t ing i n 1982 

are st i l l i n opera t ion . B e t w e e n the e c o n o m i c crises o f 1982 and 1995, m i c r o , 

small and m e d i u m - s i z e d businesses stagnated, despite an apparent e c o n o m i c 

u p t u r n , pa r t ly as a result o f h i g h interest rates and the d i sman t l i ng o f the 

coun t ry ' s d e v e l o p m e n t b a n k i n g system. T rade l ibe ra l i za t ion , w i t h the i n f l u x 

o f i m p o r t s that i t has b r o u g h t , and the r eo r i en t a t i on o f e c o n o m i c strategy 

towards exports , have considerably w e a k e n e d these firms, as o n l y 1 per cent 

o f M e x i c a n companies par t ic ipate i n i n t e rna t iona l trade, w i t h 700 c o m -

panies c o n t r o l l i n g 75 per cent o f all exports . W o r k i n g cond i t ions i n the 

smaller businesses are par t i cu la r ly precarious, and the i r possibilities o f 

m o d e r n i z i n g and b e c o m i i i g successful i n the e x p o r t sector are pract ical ly 

non-ex i s ten t . N a t i o n a l F o r u m part icipants also p o i n t e d to the massive loss o f 

j o b s caused b y the p r i va t i z a t i on o f s tate-run enterprises. 

T h e M e x i c a n rura l sector has felt the effects o f s t ructural adjustment 

policies t h r o u g h A r t i c l e 27 o f the coun t ry ' s c o n s t i t u t i o n , w h i c h n o w al lows 

the sale oí ejidos (coUective farnis). T h i s change has bols tered the p r o f i t a b i l i t y 

o f agr icu l tu re , especially for expor t , w h i l e neg l ec tmg the domest ic marke t , 

c o m m u n i t y organiza t iona l structures and efforts t o at tain domest ic f o o d 

securi ty. T h i s s i tua t ion has resulted i n a n e w d y n a m i c o f r e n t i n g and 

po t en t i a l sel l ing o f l and and the displacement o f small-scale farmers. Because 
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o f t echno log ica l b reak throughs and c rop subs t i tu t ion , a g r o w i n g percentage 

o f farmers find i t necessary to migra te for e c o n o m i c reasons, w h e t h e r : (1) as 

agr icu l tu ra l day labourers unde r cond i t i ons o f m o n o p s o n y for e x p o r t c o m ­

panies; (2) t o the coun t ry ' s u rban- indus t r i a l centres w h e r e t he i r k n o w l e d g e 

and cu l tu re do n o t co inc ide w i t h l abour demand ; o r (3) t o the U n i t e d States 

as u n d o c u m e n t e d w o r k e r s unde r precarious w o r k i n g cond i t i ons after 

r i sk ing the i r lives to cross the border . R u r a l w o m e n m i g r a t i n g t o the cities 

usually b e c o m e domest ic worke r s . I n short , f r o m h a v i n g been owners o f 

the i r o w n land , small farmers have become day labourers o r sweatshop 

w o r k e r s i n maquiladoras j w i t h the resu l t ing de te r io ra t ion i n wages and 

w o r k i n g cond i t ions . 

I n 1 9 9 1 , the E c o n o m i c R e f o r m P r o g r a m m e , fmanced b y the W o r l d 

B a n k , was i m p l e m e n t e d i n Z i m b a b w e w i t h the usual adjustment pol ic ies , 

i n c l u d i n g p r iva t i za t ion and trade l ibe ra l i za t ion . As i n the L a t i n A m e r i c a n 

countr ies , l ibe ra l i za t ion b r o u g h t about massive shu tdowns . T h e S A P R I 

study d r e w o u t the analysis and perspectives o f the Z i m b a b w e a n people o n 

these changes t h r o u g h a series o f consultat ions and f o u n d that , as businesses 

closed, the f o r m a l sector shrank and the i n f o r m a l sector expanded, there 

w e r e fewer oppor tun i t i e s to ob ta in e m p l o y m e n t and p o v e r t y increased, 

w h i l e there was a g r o w i n g p h e n o m e n o n o f people h o l d i n g m ú l t i p l e j o b s . 

A n oversupply o f overqua l i f i ed w o r k e r s was also observed. Paradoxical ly , i n 

spite o f the closings and greater v u l n e r a b i l i t y o f m i c r o , small and m e d i u m -

sized businesses due to e c o n o m i c res t ruc tu r ing , this sector has exper ienced 

the most g r o w t h , g i v e n the small amounts o f capital such businesses need t o 

o p é r a t e and h o w easily they can enter the i n f o r m a l sector. T h i s p h e n o m e n o n 

also indicares the h i g h b i r t h and death rates o f these businesses and the fact 

that , w h i l e they are vu lnerab le t o crisis, t hey also serve as a refuge f r o m i t . 

Liberalization in Zimbabwe brought about massive closings 
of companies, fewer opportunities to obtain employment 
and increased poverty. 

E m p l o y m e n t i n Z i m b a b w e was also affected by actions taken t o cor rec t 

pub l i c finance p rob lems . I n o rder t o e l i m í n a t e an ex is t ing fiscal déf ic i t , 25 

per cent o f pub l i c w o r k e r s w e r e l a id off. W h i l e the s i tua t ion before 

adjustment was i n some ways untenable , g i v e n the a c c u m u l a t i o n o f the 

Maquiladoras are assembly plants in which most of the inputs are imported (in México, 
about 98.5 percent). They enjoy an especially favourable tax environment, and production 
is focused on exports. Enclaves are formed to utilize 'comparative advantages' offered by 
the host countries: low salaries; fiscal breaks; lax controls on pollution (whether tacitly or 
implicitly defíned); possible donations of electricity; and locations that may be conveniently 
cióse to consumers in the large international markets. 
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déf ic i t and l o w j o b c rea t ion w i t h i n a h i g h l y regula ted s t ructure , the 

adjustment p r o g r a m m e failed t o mee t the challenge o f m o d i f y i n g e c o n o m i c 

p o l i c y so as t o g e n é r a t e fiscal e q u i l i b r i u m and e m p l o y m e n t . 

F u r t h e r m o r e , there has been a ' m a q u i l a d o r i z a t i o n ' o f indus t ry , p a r t i c u ­

lar ly i n M é x i c o and E l Salvador, w h i l e a s imilar process has taken place i n 

Z i m b a b w e since 1996. As businesses i n this sector do n o t g e n é r a t e e i ther 

f o r w a r d o r b a c k w a r d p r o d u c t i v e linkages w i t h i n the coun t ry ' s e c o n o m y , 

they b e c o m e enclaves and g e n é r a t e e m p l o y m e n t o n l y i n the p r o d u c t i o n o f 

the final p r o d u c t . T h e y can also destroy ex is t ing businesses and the j o b s o f 

those p r o v i d i n g inputs for the n o w - d i s p l a c e d firms, w h i l e d a m p e n i n g 

domest ic inves tment . A case i n p o i n t is E l Salvador, w h e r e adjustment has 

b r o u g h t about stagnant p r o d u c t i o n , par t i cu la r ly i n regard t o m a n u f a c t u r i n g 

for the domest ic marke t . T h u s , gross e m p l o y m e n t generated b y the maquila­
doras can p r o d u c e a negative s u m i n the net genera t ion o f e m p l o y m e n t , and 

increasing u n d e r e m p l o y m e n t and i n f o r m a l i t y . 

T h i s type o f i ndus t r i a l i z a t i on is also l i n k e d t o the depression o f wages 

and, w i t h l abou r markets deregulated, t o a h i g h l eve l o f v u l n e r a b i l i t y o f its 

p r e d o m i n a n t l y female employees t o arb i t rary lay-offs , harassment and p o o r 

w o r k i n g condi t ions . Participants i n the N a t i o n a l Fora i n these three countr ies 

ze roed i n o n this e x p l o i t a t i o n . D u e to the r e m o v a l o f l abou r regulat ions 

and , w i t h i t , the disappearance o f a f u n c t i o n a l gr ievance system, w o m e n i n 

Z i m b a b w e , for example , w h o are sexually harassed at w o r k , are far less 

l i k e l y t o r epo r t an i n c i d e n t for fear o f b e i n g fired, i t was exp la ined at that 

coun t ry ' s S A P R I F o r u m . A t the M e x i c a n N a t i o n a l F o r u m and at o the r c o n ­

sultat ive w o r k s h o p s i n M é x i c o , par t ic ipants t o l d o f h o w the re l axa t ion o f 

regulat ions o n h i r i n g and f i r i n g has enabled employers to r equ i re a c e r t i f i -

c a t i on o f n o n - p r e g n a n c y , fo r example , for e m p l o y m e n t and to refuse t o 

p r o v i d e m a t e r n i t y leave. T h e y expressed c o n c e r n that the maquiladoras, as 

s ignif icant sources o f j o b c rea t ion i n M é x i c o and as p r i n c i p a l employers o f 

w o m e n , are exp lo i t a t ive workplaces , as ref lected i n the i r l o w pay, pauc i ty o f 

benefits, p o o r w o r k i n g cond i t i ons and fai lure to respect basic l abour r ights . 

'Maquiladorization' in México and El Salvador was linked to 
depression of wages and increased vulnerability for its 
predominantly female employees. 

I n sum, there has been a c o n c e n t r a t i o n i n p r o d u c t i o n fo r e x p o r t ( m u c h 

o f w h i c h is n o t l abour - in tens ive o r employs mos t l y unsk i l l ed w o r k e r s i n 

l o w - p a y i n g jobs ) , a b r e a k d o w n i n the in tegra t ion o f industr ia l sectors, 

e m p l o y m e n t d is locat ion, and, w i t h a p o l i c y o f r e d u c i n g pub l i c expenditures 

para l le l ing business closings and lay-offs, a fu r ther concen t r a t i on o f e m p l o y ­

m e n t i n the service and i n f o r m a l sectors. 
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Unemployment and poverty 
T h e increasing m o v e m e n t towards the service sector i n all the countr ies 

s tudied has paral leled a sharp fall i n agr icu l tu ra l e m p l o y m e n t for b o t h m e n 

and w o m e n and the i n a b i l i t y o f the indus t r ia l sector to absorb these w o r k e r s . 

O n l y i n E l Salvador has there been an increase i n indus t r ia l e m p l o y m e n t and 

that has been m i n i m a l (and mos t l y i n the maquila sector) c o m p a r e d to the 

loss o f agr icu l tu ra l w o r k . F u r t h e r m o r e , there has been an increase n o t o n l y 

i n female e m p l o y m e n t a m o n g those s t i l l e m p l o y e d , b u t i n c h i l d l abour and 

e lder ly w o r k e r s , all i n a s i tua t ion o f de te r io ra t ing w o r k i n g cond i t i ons and 

i n c o m e levé i s . 

U n e m p l o y m e n t l evé i s are n o t specifically dealt w i t h i n this chapter since 

the operat ive d e f m i n g cr i ter ia for u n e m p l o y m e n t are s ignif icant ly different 

for each c o u n t r y . W h i l e o p e n u n e m p l o y m e n t s tood at about 2.3 per cent i n 

M é x i c o i n 2000 , i n E l Salvador i t was 7.3 per cent , 14.4 per cent i n Ecuador 

i n 1999, and 22.3 per cent i n Z i m b a b w e i n 1993. T h i s does n o t mean that 

there was nearly fuU e m p l o y m e n t i n M é x i c o , as o n l y act ive fuU- t ime j o b 

seekers are c o u n t e d , l eav ing o u t l a i d - o f f w o r k e r s w h o have i m m e d i a t e l y 

j o i n e d the i n f o r m a l sector, t aken unstable j obs , o r are n o t ac t ive ly seeking 

w o r k . I n Z i m b a b w e , l abour f o r c é surveys are n o t unde r t aken o n a regular 

basis, and, w h e n they are, me thodo log ie s and types o f data coUected are so 

different that t hey defy compara t ive analysis. T h e Z i m b a b w e Congress o f 

T rade U n i o n s est imated u n e m p l o y m e n t at b e t w e e n 35 and 50 per cent i n 

1997. T h e government ' s Cen t ra l Statistical Off ice concedes its o w n estimates 

Table 4.2 • Proportion (%) of Men and Women Employed by Sector, 
1980 and 1990-97 

Agricuiture industry Services 

1980 1990-7 1980 1990-7 1980 1990-7 

Men 

Ecuador 44 39 22 20 34 41 
El Salvador 56 50 20 22 24 29 
México 43 35 30 25 28 40 
Zimbabwe 63 58 19 13 18 29 

Women 

Ecuador 22 16 16 16 63 68 
El Salvador 9 7 18 19 73 74 
México 19 12 28 20 53 69 
Zimbabwe 85 81 4 2 12 17 

Source: Wor ld Bank, World Development Indicators, 1999, Washington, DC: World Bank. 
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are l o w , as ne i ther discouraged j o b seekers w h o have n o t been ac t ive ly 

l o o k i n g for a j o b ñ o r those w h o have w o r k e d even one h o u r i n the previous 

w e e k are i n c l u d e d i n the figures. U n e m p l o y m e n t i n Ecuador was f o u n d to 

be m u c h h ighe r for the poorest 20 per cent o f the p o p u l a t i o n than for the 

richest 20 per cent , s tanding at 24 per cent and less than 5 per cent , respect-

ive ly , i n 1999. A t the same t i m e , u n d e r e m p l o y m e n t was estimated at 50 per 

cent. 

A t the end o f the 1990s i n Ecuador , about t w o thirds o f w o r k e r s w e r e 

e i ther u n - o r u n d e r e m p l o y e d , w i t h 66 per cent o f the p o p u l a t i o n l i v i n g o n 

less than t w o doUars a day. Those e m p l o y e d were w o r k i n g longer hours , b u t 

n e w jobs w e r e n o t b e i n g created. As a consequence, the i n f o r m a l sector 

g r e w b y 5 per cent b e t w e e n 1998 and 2000 . M e a n w h i l e , the coun t ry ' s 

thousand largest companies ( in terms o f e c o n o m i c ac t iv i ty ) e m p l o y e d fewer 

w o r k e r s i n 1998 than they had six years earlier (147,147 c o m p a r e d w i t h 

150,000) . Y e t , g iven the t r e n d towards m o n o p o l i z a t i o n resul t ing f r o m the 

impac t o f l ibe ra l i za t ion o n c o m p e t i t i o n , these companies have p layed a 

g r o w i n g ro le i n the coun t ry ' s e c o n o m y . As a result, the f o r m a l sector has 

b e c o m e increasingly p o w e r f u l w h i l e genera t ing less e m p l o y m e n t and 

p r o d u c i n g ever-greater e x c l u s i ó n . 

M a n y references are made i n the Ecuadorean study to the w i d e n i n g 

breach b e t w e e n the f o r m a l , e x p o r t sector and the t r ad i t iona l sector l i n k e d t o 

the domest ic marke t that has occu r r ed as a result o f p r i va t i z a t i on and trade 

and financial sector l ibe ra l i za t ion , a p o i n t d r i v e n h o m e b y N a t i o n a l F o r u m 

part icipants as w e l l . T h e impac t o n the marg ina l ized c o m m u n i t i e s p a r t i c i ­

p a t i n g i n the s tudy has been signif icant . T h r o u g h a series o f consultat ions 

and case studies, the S A P R I inves t iga t ion f o u n d that , i n the case o f u rban 

marg ina l popula t ions ( B a s t i ó n Popu la r and I t c h i m b i a ) , ins tabi l i ty i n the 

residents' e m p l o y m e n t s i tua t ion has increased pe rcep t ib ly . M a n y people 

have gone f r o m h a v i n g a steady j o b to u n d e r e m p l o y m e n t o r u n e m p l o y ­

m e n t . T h i s has resulted i n the m o d i f i c a t i o n o f f ami ly surv iva l strategies, w i t h 

a s ignif icant increase i n the n u m b e r o f househo ld members (especially 

ch i ld ren) pa r t i c ipa t ing i n e c o n o m i c activit ies. W h i l e the percentage o f 

w o m e n e m p l o y e d na t iona l ly w i t h respect t o m e n g r e w f r o m 38 per cent at 

the end o f the 1980s t o 48.6 per cent i n 1992 and 50.1 per cent i n 1999, 

open u n e m p l o y m e n t o f w o m e n increased f r o m 9 per cent to 13.2 per cent 

to 19.6 per cent d u r i n g the same t i m e p e r i o d . T h e w o m e n ' s groups 

consul ted as part o f the S A P R I research expla ined that this increase o f 

w o m e n i n the l abour f o r c é does n o t i n d í c a t e an i m p r o v e m e n t i n gender 

equ i ty , b u t rather a tendency for employers to seek w o m e n for j obs that are 

l o w - p a y i n g and l a c k i n g i n benefits and j o b securi ty. 

I n E l Salvador, a s t rong re la t ionship was also detected b e t w e e n the 

de t e r io ra t ion o f the e m p l o y m e n t s i tua t ion and an increase i n pove r ty . I n 
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1998, o p e n u n e m p l o y m e n t had risen t o 7.3 per cent , u rban u n d e r ­

e m p l o y m e n t was 17.4 per cent and i n f o r m a l sector e m p l o y m e n t reached 26 

per cent. F o r the c o u n t r y as a w h o l e , t w o thirds o f the e c o n o m i c a l l y active 

p o p u l a t i o n earned less than the m í n i m u m wage , and h a l f o f those e m p l o y e d 

w o r k e d 45 or m o r e hours a w e e k . These figures fo r i n f o r m a l and precarious 

e m p l o y m e n t exp la in h o w v e r y h i g h levé i s o f p o v e r t y can coexist w i t h 

re la t ive ly l o w levé i s o f off ic ia l u n e m p l o y m e n t . N e a r l y 19 per cent o f the 

p o p u l a t i o n was deemed to be l i v i n g i n ex t reme p o v e r t y and 25.7 per cent i n 

relat ive p o v e r t y , m e a n i n g that 44.6 per cent o f the Salvadoran p o p u l a t i o n 

l i v e d i n p o v e r t y cond i t ions . 

In El Salvador, two thirds of the economically active 
population earned less than the mínimum wage. 

T h e social impac t is exacerbated b y the dif ferent ia l t rea tment o f w o m e n . 

O f the 83 per cent o f maquiladora w o r k e r s i n E l Salvador w h o are w o m e n , 

42 per cent receive less than the m í n i m u m wage , 67 per cent receive n o 

severance pay, 53 per cent suffer f r o m abusive t rea tment and o n l y 3 per cent 

o f pregnant w o m e n are g iven pa id m a t e r n i t y leave. T h e social fabric has 

de ter iora ted t h r o u g h a process o f e x c l u s i ó n , and the c o m b i n a t i o n o f p o l i c y -

i n d u c e d l abou r ins tab i l i ty , marg ina l i za t ion and p o v e r t y is seen as a d e t e r m i n -

i n g factor i n the increased m i g r a t i o n o u t o f the c o u n t r y . F a m i l y structures 

have suffered, said N a t i o n a l F o r u m part icipants , as a result o f this ins tab i l i ty , 

l o w salaries and l o n g w o r k d a y s . So have hea l th , n u t r i t i o n and the ab i l i t y t o 

find affordable and adequate hous ing . M o r e and m o r e c h i l d r e n , t hey 

r epor t ed , are en t e r i ng the w o r k f o r c e i n an effort t o supp lement d e c l i n i n g 

f ami ly incomes . These c h i l d r e n are usually fo rced t o d r o p o u t o f school t o 

take j o b s that pay ' apprent ice ' salaries far b e l o w the m í n i m u m wage , 

a l t h o u g h the i r duties are s imi lar t o those o f adul t employees. 

T h e p o p u l a t i o n i n M é x i c o has been affected i n a s imi lar manner , 

especially the most vulnerable groups, w i t h s imilar consequences i n terms o f 

e m p l o y m e n t ins tabi l i ty , p o v e r t y and m i g r a t i o n . F u r t h e r m o r e , the wave o f 

p r i va t i z a t i on o f state enterprises and pub l i c services that began i n the 1980s 

( in 1992 alone, m o r e than 1,000 s t a t c -owned enterprises i n the indus t r ia l , 

financial and c o m m u n i c a t i o n sectors w e r e sold, m e r g e d o r transferred) 

generated massive firings o f over 500 ,000 state employees. These lay-offs 

we re n o t accompanied by j o b crea t ion p rogrammes i n the n e w l y p r iva t i zed 

enterprises, ñ o r w e r e incent ives o r aid g i v e n to the fired w o r k e r s . 

A l t h o u g h u n e m p l o y m e n t i n M é x i c o was off ic ia l ly at 2.3 per cent i n 

2000 , e m p l o y m e n t for n i n c m i l l i o n members o f the e c o n o m i c a l l y act ive 

p o p u l a t i o n was precarious, and 50 per cent o f those able to w o r k w e r e 

m a k i n g the i r l i v i n g f r o m the i n f o r m a l e c o n o m y . F o r t y per cent o f M c x i c a n s 
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get b y o n less than t w o doUars a day, and i n the poorest regions l abour 

ins tab i l i ty has aggravated social cond i t ions . F o r u m and w o r k s h o p p a r t i c i ­

pants spoke o f the increasing d i f f i cu l t y that heads o f households have i n 

m a i n t a i n i n g steady j o b s due to flexibilization measures i n the l abour marke t , 

and they asserted that those w h o are able to do so general ly f m d that the i r 

incomes are insuff ic ient t o cover the basic needs o f t he i r families. M a n y are 

fo rced t o seek a second j o b , w h i c h is d i f f i cu l t t o find g i v e n the u n e m p l o y ­

m e n t p r o b i e m , o r to revert to situations o f u n d e r e m p l o y m e n t o r e m p l o y m e n t 

i n the i n f o r m a l sector. These w o u l d - b e solut ions o f ten i n v o l v e a s ignif icant 

e x p a n s i ó n o f the w o r k i n g day, as w e l l as greater j o b ins tab i l i ty and i n c o m e 

insecur i ty . 

O t h e r alternatives sought , par t icu lar ly b y l o w - i n c o m e families, i nc lude 

the i n c o r p o r a t i o n o f add i t iona l f ami ly members , of ten c h i l d r e n , i n t o the 

l abour m a r k e t and m i g r a t i o n t o u rban centres o r t o the U n i t e d States. These 

surv iva l mechanisms, said the M e x i c a n F o r u m part icipants , p r o v o k e changes 

i n the social and f a m i l y structures that, i n t u r n , g e n é r a t e add i t iona l hardship 

for large segments o f the p o p u l a t i o n , w i t h w o m e n and c h i l d r e n of ten 

bear ing the b r u n t o f the b u r d e n . Families of ten cannot afford to keep 

c h i l d r e n i n school , o w i n g t o b o t h the d i rec t costs o f school materials and the 

o p p o r t u n i t y cost o f educa t ion . C h i l d r e n are increasingly needed to b r i n g i n 

add i t iona l i n c o m e or , pa r t i cu la r ly i n the case o f girls , to take responsibi l i ty 

for househo ld chores for w h i c h the i r mothers no longer have t i m e , i n c l u d ­

i n g the care o f y o u n g e r siblings. L o n g e r w o r k i n g days for b o t h parents, 

F o r u m attendees expla ined, of ten leave c h i l d r e n w i t h inadequate parental 

guidance and, w h e n c o m b i n e d w i t h i n t r a - h o u s e h o l d tensions f r o m added 

responsibil i t ies and reduced purchas ing p o w e r needed to cover basic needs, 

fuel social p rob lems such as domest ic v io l ence and j u v e n i l e de l inquency . 

T h e C A S A study d o c u m e n t e d an increase i n c h i l d m a l n o u r i s h m e n t and 

infant m o r t a l i t y rates i n the sou thern provinces (Oaxaca, Gue r r e ro and 

Chiapas), w h i l e c h i l d l abour is o n the rise. B y the age o f 12, o r u p o n 

en te r ing secondary school , the school deser t ion rate increases considerably, 

especially for girls , w h i l e at the same t i m e , o u t o f 3.6 m i l l i o n agr icu l tura l day 

labourers, 1.2 m i l l i o n are unde r 18 years o f age. 

In México, children were increasingly entering the work 
forcé to bring in additional family income. 

Simi la r ly , i n Z i m b a b w e , after a decade o f adjustment , e m p l o y m e n t 

crea t ion had stagnated before the cu r ren t p o l i t i c a l crisis t o o k h o l d . Average 

annuai e m p l o y m e n t g r o w t h rates fel l f r o m 2.9 per cent b e t w e e n 1991 and 

1995 to o n l y 0.3 per cent f r o m 1996 to 1999. B y the end o f the 1990s, 68 

per cent o f the p o p u l a t i o n was s u r v i v i n g o n less than t w o doUars a day, as 
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even those w o r k e r s w h o d i d find fuU- t ime j o b s w e r e n o longer guaranteed a 

l i v i n g wage , said part icipants i n the O p e n i n g N a t i o n a l F o r u m . T h e coUapse 

o f wages has meant that m a n y w o r k e r s l i ve far b e l o w the p o v e r t y l i n e , t hey 

repor ted . 

Labour Market Reforms and Flexibilizatíee 
U n d e r adjustment p rogrammes , l abour m a r k e t p o l i c y is b e i n g adapted t o the 

free m a r k e t m o d e l . A m o n g the 'ac t ive ' pol ic ies designed to adjust the l abour 

supply to the needs o f the m a r k e t are those that increase the flexibility o f the 

l abour marke t . T h e y address h i r i n g and f i r i n g practices, as w e l l as w o r k i n g 

cond i t i ons , i n c l u d i n g u n i ó n o rgan iz ing . Greater l abour flexibilization can be 

effected b y r e l ax ing regulat ions i n l abour codes o r as a result o f negl igence 

o n the par t o f authori t ies and businesses w i t h regard to the p r e v a i l i n g no rms 

o f f o r m a l e m p l o y m e n t . F o r example , w h i l e Ecuador and Z i m b a b w e i n s t i -

t u t ed n e w laws regu la t ing relat ionships b e t w e e n business owners and 

w o r k e r s , practices changed ahead o f the l a w i n such countr ies as E l Salvador 

and M é x i c o . 

E c o n o m i c p o l i c y reforms have accompanied the t echno log ica l r e v o l u -

t i o n o f the 1980s as w e l l as shifts i n the forms o f w o r k o rgan iza t ion and 

indus t r ia l relations. T h a t is to say, adjustment pol ic ies have faci l i ta ted 

t echno log ica l change and changes i n the o rgan iza t ion o f w o r k ; these 

changes, i n t u r n , have generated incompat ib i l i t i es be tween the n e w economic 

policies and p reex i s t ing l abour legis la t ion. L a b o u r codes w e r e based o n the 

welfare state m o d e l , and i n L a t i n A m e r i c a , a l t h o u g h this of ten mean t a 

co rpora t ive type o f state, l abour relations i n v o l v e d aspects usually f o u n d i n 

indus t r ia l ized countr ies : the T a y l o r p r i n c i p i e o f special izat ion o f tasks w i t h 

standard procedures and t imes; p r o d u c t i o n o f homogeneous , iden t ica l 

goods; and the e x p a n s i ó n o f society's capacity t o consume. W i t h the 

i m p l e m e n t a t i o n o f adjustment , the t echno log ica l r e v o l u t i o n and changes i n 

indus t r ia l relations, h o w e v e r , such legis la t ion has b e c o m e obsolete for the 

n e w groups i n p o w e r . 

Labour cede reforms have increased labour flexibilization 
through the use of temporary, part-time, seasonal and 
hourly contracts, as well as the contracting out of work. 

T h e changes i n l abour l a w and pract ice have been j u s t i f i e d us ing the free 

m a r k e t a rgumen t that greater inves tmen t and e m p l o y m e n t w i l l be attracted 

by : (1) f ewer regulat ions c o n c e r n i n g l abou r stabi l i ty ( l i m i t e d o r t e m p o r a r y 

contracts) and f i r i n g practices; (2) greater flexibility i n l abour cond i t ions 
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( h o u r l y contracts, w o r k e r s p e r f o r m i n g numerous func t ions) ; (3) l o w e r 

l abour costs ( reduc ing social security payments, bonuses, vacations, m í n i ­

m u m wage , costs o f f i r i n g worke r s ) ; and (4) less ab i l i t y for w o r k e r s to 

orgai i ize . W h i l e these cond i t i ons n i i g h t p roduce s h o r t - t e r m competi t iveness 

for countr ies u n d e r g o i n g adjustment because o f the l o w costs they can offer 

t o attract inves tment , w o r k e r s experience a de t e r io ra t ion i n w o r k i n g and 

l i v i n g cond i t i ons and a loss o f coUective capacity t o defend the i r rights, 

e r o d i n g the i r stake i n the companies ' futures. T h e result is greater p o v e r t y 

and social p rob lems , w h i c h can lead t o social unrest and l i m i t the a t t rac t ive-

ness for investors. F u r t h e r m o r e , these practices have also h i n d e r e d the 

d e v e l o p m e n t o f a qual i ty-based compet i t iveness that w o u l d p roduce greater 

l abour s tabi l i ty and d i rec t ly i m p r o v e the l i v i n g standards o f w o r k e r s . 

I n order to reinforce the market-based e c o n o m i c p r o g r a m m e i n Ecuador , 

f r o m 1991 the l abour cede i n that c o u n t r y was r e f o r m e d to increase l abour 

flexibilization and r e m o v e regulat ions g o v e r n i n g e m p l o y e r - e m p l o y e e 

relations. A m o n g the elements i n t r o d u c e d , w h i c h fur ther weakened labour 

un ions , w e r e the use o f t empora ry , p a r t - t i m e , seasonal and h o u r l y contracts, 

as w e l l as the c o n t r a c t i n g o u t o f w o r k t h r o u g h an i n t e rmed ia ry so that the 

employee establishes n o labour re la t ionship w i t h the company . These h i r i n g 

schemes avo id add ing personnel to the company 's permanent payroU, thereby 

f reeing i t f r o m pay ing benefits o r h a v i n g t o adhere to regulat ions g o v e r n i n g 

regular, fuU- t ime personnel . T h e S A P R I study i n Ecuador shows that 72 per 

cent o f large and m e d i u m - s i z e d businesses and 16 per cent o f small 

businesses had t u r n a d to e m p l o y i n g t e m p o r a r y w o r k e r s , and 38 per cent o f 

t h e m la id o f f pe rmanen t s t a f f in response to the e c o n o m i c cond i t i ons d u r i n g 

the last h a l f o f the 1990s. F i x e d - t e r m contracts w e r e also i n t r o d u c e d , r e n e w -

able at the company ' s d i sc re t ion , thus t e n d i n g t o replace the use o f i nde fmi t e 

contracts. A t the same t i m e , l abour r e f o r m increased restr ict ions o n the right 

t o s t r ike, coUective ba rga in ing and the o rgan iza t ion o f w o r k e r s . E m p l o y e r s 

are n o l onge r r equ i r ed t o bargain coUect ively w i t h w o r k e r s , o n l y one u n i ó n 

is p e r m i t t e d i n pub l ic sector workplaces, and the n u m b e r o f workers necessary 

to f o r m a u n i ó n has been doub led . 

I n E l Salvador, mod i f i ca t ions o f legis la t ion annuUed clauses c o n t a i n i n g 

pos i t ivo d i s c r i m i n a t i o n towards w o m e n , such as those o u t l i n i n g special 

cond i t i ons for pregnant w o m e n . U n d e r the p r i n c i p i e o f ' e q u a l i t y ' and based 

o n A g r e e m e n t 111 o f the L a b o u r C o d e , p r o t e c t i o n for w o m e n and for 

fu ture Salvadorans ( u n b o r n c h i l d r e n o f pregnant w o m e n ) was w i t h d r a w n . 

A l l regulat ions m a k i n g dis t inct ions b e t w e e n the sexes w h e n h i r i n g w o r k e r s 

w e r e e l in i ina ted , i n c l u d i n g those regulat ions p r o t e c t i n g w o m e n f r o m b e i n g 

h i r e d for dangerous or unhea l th fu l w o r k . T h e Second N a t i o n a l F o r u m i n E l 

Salvador spo t l igh ted the degrad ing s i tua t ion faced b y w o m e n w h o — as i n 

M é x i c o — n o w have to p r o v e that they are n o t pregnant i n o rder t o be h i r e d 
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i n the maquiladoras, o r are b e i n g forced to sign i l legal contracts i n w h i c h the 

employee mus t agree to b e i n g la id o f f i f she becomes pregnant . 

W i t h i n the con tex t o f the adjustment p r o g r a m m e i n E l Salvador, the 

coun t ry ' s w e a k labour laws c o n c e r n i n g all w o r k e r s have also been e x p l o i t e d 

b y employers . T h e effects have been an increased absence o f e m p l o y m e n t 

contracts, greater w o r k instabil i ty, salaries b e l o w m i n i m u m wage, w o r k weeks 

o f over 40 hours , i n f o r m a l i z a t i o n o f w o r k done mos t l y b y w o m e n , w h o 

endure doub le and t r ip le w o r k l o a d s (as m o t h e r , w i f e and employee ) , 

reduced access t o social securi ty benefits, and fai lure to respect the right t o 

organiza or t o u p h o l d the r ights o f u n i ó n members . T h e r e has been a 

negative i m p a c t n o t o n l y o n w o r k e r r ights , b u t also o n the ab i l i t y o f un ions 

t o f i gh t fo r those r ights . 

Modifications of legislation in El Salvador annulled clauses 
containing positiva discrimination towards women. 

Those a t t end ing the O p e n i n g N a t i o n a l F o r u m i n San Salvador addressed 

this t r o u b l i n g pa t te rn . T h e y p o i n t e d to the increased use o f t empora ry , par t -

t i m e w o r k e r s , to longer w o r k i n g days w i t h n o o v e r t i m e pay, to the replace-

m e n t o f u n i o n i z e d employees w i t h n o n - u i i i o n w o r k e r s , to the e x p l o i t a t i o n 

o f w o m e n as maquiladora and domest ic w o r k e r s , and to an increasing rebanee 

i n the count rys ide on t e m p o r a r y day labourers. 

T h e r e have as ye t been no significant legal changes made i n l abour legis­

l a t i o n 111 M é x i c o , b u t the coun t ry ' s co rpora t ive u n i ó n s tructure servad the 

interests o f the g o v e r n m e n t and the p o l i t i c a l par ty i n p o w e r f r o m 1929 

t h r o u g h 2000 , i n c l u d i n g the process o f e c o n o m i c l ibe ra l i za t ion that t hey 

have p r o m o t e d since 1982. I t has p e r m i t t e d constant v io la t ions o f ex is t ing 

rights, especially those o f w o m e n , as d o c u m e n t e d i n the M e x i c a n study. 

T h e In t e rna t iona l L a b o u r O r g a n i z a t i o n ( I L O ) notes that M é x i c o is a m o n g 

m e m b e r countr ies mos t f requent ly accused o f v i o l a t i n g the r i g h t o f w o r k e r s 

t o free association (that is, i n l abour un ions ) , d i s c r i m i n a t i o n against the 

female w o r k f o r c e , and n o n - c o m p l i a n c e i n the p a y m e n t o f social and eco­

n o m i c benefits. 

N a t i o n a l F o r u m and w o r k s h o p participants i n M é x i c o expressed s t rong 

bitterness over the impac t o f those l abour marke t reforms that have been 

made. Measures i n t e n d e d to c r é a t e flexibility i n the l abour m a r k e t have 

m o d i f i e d e m p l o y e r - l a b o u r relations b y g i v i n g the f o r m e r greater d i scre t ion 

i n d e t e r m i n i n g e m p l o y m e n t cond i t ions . T h i s has meant greater use o f par t -

t i m e labour and t empora ry contracts and the absence o f benefi t packages. As 

a result, a cco rd ing to the part icipants , there has been an mercase i n j o b 

ins tabi l i ty . F l e x i b i l i z a t i o n has also mean t a re laxa t ion o f l abour m a r k e t 

r egu la t ion , overs ight and enfo rcement mechanisms. T h i s has l ed t o a failure 
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t o recognize un ions , respect coUective ba rga in ing contracts, and enforce 

labour r ights , causing a serious de t e r io ra t ion i n w o r k i n g cond i t ions . E x p e r i ­

ences w e r e r ecoun ted o f refusals to grant pregnancy o r sick leave, failure to 

pay m i n i m u m salary o r o v e r t i m e , e m p l o y m e n t requi rements that w o m e n 

n o t b e c o m e pregnant and dismissal i f they d o . 

F o r u m part icipants i n Z i m b a b w e n o t e d that the g o v e r n m e n t , u p o n 

s ign ing its first s tabi l izat ion agreement w i t h the I M F i n 1983, abandoned the 

re la t ively h i g h m i n i m u m wage that i t had established, a long w i t h laws 

s u p p o r t i n g coUective barga in ing , shor t ly after independence three years 

earlier. B y the end o f the decade and the i n s t i t u t i o n o f an adjustment 

p r o g r a m m e , the g o v e r n m e n t had b e g u n to l o o k at the labour m a r k e t as any 

o the r marke t i n need o f deregula t ion . W a g e f l e x i b i l i t y was i n t r o d u c e d , 

some restr ict ions o n w o r k e r lay-offs w e r e abol ished, and c o m p e t i t i o n i n the 

á r ea o f l abour o r g a n i z i n g was p r o m o t e d . I n 1 9 9 1 , Z i m b a b w e began to 

restructure a h i g h l y p ro t ec t i ve legal f r a m e w o r k established i n 1985. T h e 

L a b o u r Re la t ions A c t was r e f o r m e d so that salaries w o u l d be d e t e r m i n e d b y 

the m a r k e t and defmed i n i n d i v i d u a l contracts, as w e l l as to fac i l í ta te 

employers ' ab i l i ty to fire w o r k e r s . M e a n w h i l e , requi rements that employers 

i n f o r m authori t ies before f i r i n g w o r k e r s disappeared, as d i d mechanisms for 

c o n c i l i a t i o n and a rb i t r a t ion b e t w e e n w o r k e r s and management and r e c o g n i -

t i o n o f coUective ba rga in ing contracts. 

Wages and Working Conditions 
Impact on wages 
Since s tabi l izat ion and adjustment policies w e r e first i m p l e m e n t e d , the 

r e d u c t i o n o f wages and salary costs has cons t i tu ted an i m p o r t a n t strategy for 

c o n t a i n i n g in f l a t ion and p r o d u c t i o n costs. I t has also servad as a m e c h a n i s m 

a l l o w i n g a c o u n t r y to achieve competi t iveness vis-d-vis the rest o f the w o r l d 

b y c o n t r o l l i n g l abour costs. 

As early as the m i d - 1 9 8 0 s , the I n t e r - A m e r i c a n D e v e l o p m e n t B a n k n o t e d 

that i t has been w o r k i n g people , t h r o u g h the i r significant sacrifice i n labour 

stabi l i ty and the standard o f l i v i n g as a result o f the r e d u c t i o n o f real wages, 

w h o have bo rne the b u r d e n o f policies t o i m p r o v e L a t i n Amer ica ' s cu r ren t 

account . W h i l e correc t ions made to the external dé f ic i t i n most countr ies 

have been fleeting and financial crises have abounded , M é x i c o and Ecuador 

b e i n g p r i m e examples, wage de t e r io ra t ion has n o t reversed i t se l f unde r 

adjustment regimes i n the countr ies s tudied. 

The Mexican minimum wage has lost 69 per cent of its 
purchasing power under adjustment. 
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T h e M e x i c a n m i n i m u m wage has lost 69 per cent o f its purchas ing 

p o w e r since the b e g i n n i n g o f adjustment i n 1982, and the n u m b e r o f people 

l i v i n g i n ex t reme p o v e r t y (those unablc to o b t a i n the basic f o o d basket) rose 

f r o m 6 m i l l i o n to 30 m i l l i o n b e t w e e n 1994 and 2000. Salaries were restricted 

i n order t o m a i n t a i n compet i t iveness and reduce demand . M e a n w h i l e , c o r -

pora t iv is t (official) un ions have defended business and g o v e r n m e n t projects 

that m a i n t a i n l o w salaries and replace coUective w i t h i n d i v i d u a l l abour 

contracts, l e av ing the un ions w i t h o u t any real p o w e r o r independence . 

A c c o r d i n g to the leader o f M e x i c o ' s Business C o o r d i n a t i n g C o u n c i l (and 

presidential adviser f r o m 1988 to 1994) , ' T h e day o u t c o u n t r y pays salaries 

above a c o m p e t i t i v e leve l , na t iona l indus t ry w i l l be p r i c e d o u t o f the m a r k e t 

and any hope o f c rca t ing n e w jobs w i l l disappear'. 

Table 4.3 • Ecuador: Average Monthly Salarles (in 1998 USS) in Urban Areas by 
Economía Sector and Gender 

1987 1997 

National Intormal Formal National Informal Formal 
average sector sector average sector sector 

Total 242 191 293 199 136 279 
Men 282 218 315 231 165 301 
Women 175 149 243 147 92 238 

Sources: Banco Central del Ecuador. Información Estadística Mensual No. 1776. April 1999. 
Instituto Nacional de Emplea (INEÍVl), Encuesta Permanente de Hogares. 1987. 
Instituto Nacional de Estadística y Censos (INEC), Encuesta de Empleo. Desempleo y Subempleo en el 
Sector Urbano, November 1997. 

I n Ecuador , the average real i n c o m e o f those e m p l o y e d i n u rban ateas 

d r o p p e d b y 18 per cent b e t w e e n 1987 and 1997, f r o m U S $ 2 4 2 t o U S | 1 9 9 . 

T h e decrease was m u c h m o r e dramat ic for those e m p l o y e d i n the i n f o r m a l 

sector. O v e r a l l , i t was p o i n t e d o u t at the O p e n i n g N a t i o n a l F o r u m , adjust­

m e n t t o o k away m o r e than one h a l f o f w o r k e r s ' incomes over the course o f 

the 1980s and 1990s and substantially increased u n e m p l o y m e n t and u n d e r ­

e m p l o y m e n t . T h e increasing ins tab i l i ty o f e m p l o y m e n t and de t e r io ra t ion o f 

wages as a result o f adjustment , and flexibilization measures i n par t icular , 

have also been faci l i tated b y do l l a r i za t ion and i n f l a t i o n . W h e n the na t iona l 

cu r rency - the sucre - was e l imina ted , the m i n i m u m wage, s t r ic t ly speaking, 

fe l l to about six dollars per m o n t h , and t a k e - h o m e wages, w h e n all n o n -

taxable benefits we re i n c l u d e d , d i d n o t exceed USS75. T h i s represented, i n 

real terms, a 19 per cent loss i n purchas ing p o w e r b e t w e e n 1998 and 2000 

alone. D u r i n g t w o decades o f s t ructural adjustment , F o r u m part icipants 

stressed, p o v e r t y and inequa l i t y have increased substantially i n Ecuador . 
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The deterioration of salaries in Zimbabwe has been worst 
among the least skilled workers. 

N a t i o n a l F o r u m part icipants i n Z i m b a b w e repor t ed that flexibilization 

had decreased real wages to such a p o i n t that even those w h o have managed 

to find fuU- t ime j o b s are n o longer guaranteed a l i v i n g wage . T h i s collapse 

i n wages has mean t that m a n y w o r k e r s l ive far b e l o w the p o v e r t y l i n c . T h e 

de t e r io ra t ion i n salaries has been w o r s t a m o n g the least sk i l led w o r k e r s . T h e 

rat io c o m p a r i n g salaries o f unsk i l l ed E t i ropean w o r k e r s w i t h those i n 

Z i m b a b w e is 25 t o 1, for example , w h i l e i t is 4 to 1 for sk i l l ed w o r k e r s . 

Z i m b a b w e is expe r i enc ing g r o w i n g inequa l i ty , the F o r u m part icipants said, 

w i t h the b u r d e n o f adjustment fa i l ing largely o n w o r k e r s and peasants. 

Declining working conditions and job security and protection 
I n Ecuador , v io la t ions o f the r i g h t o f free association and d i s c r i m i n a t i o n 

against w o m e n ' s l abour w e r e c i t ed i n research consultat ions as impacts o f 

adjustment pol ic ies and the a c c o m p a n y i n g preferent ia l t rea tment g i v e n to 

business owners b y g o v e r n m e n t and its sanct ioned un ions . O n l y 2 per cent 

o f w o r k e r s en joy social p r o t e c t i o n or have signed coUective contracts. I n the 

pa r t i c ipa to ry workshops , w o r k e r s ta lked o f the fear o f l o s m g the i r j obs n o w 

that l abour reforms have rendered the i r s i tua t ion i n the w o r k p l a c e m o r e 

precarious at a t i m e w h e n the great mass o f u n e m p l o y e d had rendered t h e m 

all fuUy ' in tcrchangeable ' . I n a d d i t i o n to the l i m i t a t i o n s o n labour o r g a n i ­

z i n g and the r i g h t to str ike that w e r e a d i rec t result o f l abour r e f o r m , the 

precariousness o f e m p l o y m e n t ( i n terms o f s tabi l i ty and security) unleashed a 

' pe rmanen t fear' o f j o b loss and the resu l t ing wi l l ingness o f w o r k e r s to 

r enounce the i r l abour r ights and accept wha t eve r cond i t ions they were 

offered w h i l e re f ra in ing f r o m j o i n i n g un ions . D e p e n d i n g o n the sector 

(publ ic , pr ivare o r i n f o r m a l ) , 4 5 - 6 6 per cent o f w o r k e r s i n Ecuador are 

w i U i n g to g ive u p l abour r ights i n r e t u r n for k e e p i n g the i r j obs . I n a d d i t i o n , 

a process o f po la r i za t ion t h r o u g h o u t the w o r k f o r c e can be seen i n terms o f 

the l e n g t h o f the w o r k w e e k , w i t h the hours w o r k e d b y those i n the l o w e s t -

i n c o m e deciles r i s ing and the hours w o r k e d b y those i n the h i g h e s t - i n c o m e 

brackets h a v i n g d ropped . Those a t t end ing the O p e n i n g N a t i o n a l F o r u m 

emphasized that the w e a k e n e d respect for the r ights o f w o r k e r s has left t h e m 

increasingly u n p r o t e c t e d and open to abuses b y employers . T h e y also 

p o i n t e d to the precipi tous fall i n real wages and the concomi t an t and explosive 

rise i n p o v e r t y that have ensued. 

D e t e r i o r a t i o n i n w o r k i n g cond i t ions and a decrease i n u n i ó n ac t iv i ty due 

t o l abour m a r k e t reforms w e r e also n o t e d i n Z i m b a b w e , w h e r e , i n spite o f 

wage de t e r io ra t ion , the n u m b e r o f strikes d r o p p e d radical ly after 1997 ( f r o m 
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230 i n that year t o 130 i n 2000) . F l e x i b i l i z a t i o n has also increased i n M é x i c o 

t h r o u g h such mechanisms as subcon t rac t ing ( f o r m e r l y il legal) b y large 

indus t ry and duc to indus t r ia l d e v e l o p m e n t concent ra ted i n maquiladoras, 
r ende r ing e m p l o y m e n t cond i t i ons m o r e precarious for s ignif icant numbers 

o f w o r k e r s . E l Salvador foUows the same m o d e l as Ecuador and M é x i c o : 

fewer coUective contracts; l abour flexibilization practices ( b e y o n d those that 

have been legally defmed); and gradual l ibe ra l i za t ion o f the e c o n o m y to 

a l l o w the marke t t o set salaries as i f they w e r e jus t one m o r e p r ice . 

The precariousness of employment in Ecuador resulted in a 
willingness of workers to renounce their labour rights. 

Conclusión 
Struc tura l adjustment has had an impac t o n w o r k e r s i n the countr ies s tudied 

o n t w o levé i s . O n the first level there is the general i m p a c t o f p o l i c y 

packages - i n c l u d i n g s tabi l izat ion pol ic ies and the r e d u c t i o n o f p u b l i c 

spending, p r iva t i za t i on , de regu la t ion and trade l ibe ra l i za t ion - o n e m p l o y ­

m e n t . A t a second leve l , specific l abour m a r k e t reforms have had a d i rec t 

impac t o n wages, j o b securi ty and p r o t e c t i o n , w o r k i n g cond i t ions and the 

s t rength o f l abour o rgan i z ing t h r o u g h the flexibilization o f the l abou r 

marke t . These sector reforms of ten concre t ize already ex is t ing g o v e r n -

men ta l permissiveness a l l o w i n g practices that v i ó l a t e l abour rights. F u r t h e r ­

m o r e , and con t ra ry to w h a t the i r p roponen t s had c l a imed , they have n o t 

been s h o w n to have had a pos i t ive net impac t o n overa l l e m p l o y m e n t 

genera t ion . W h i l e the ex ten t t o w h i c h the countr ies s tudied have i m p l e ­

m e n t e d and been affected b y these pol ic ies is n o t iden t ica l , i n all cases the 

t r e n d has been towards exacerbat ing, rather than co r r ec t ing , imbalances 

ex is t ing before adjustment p rogrammes were i n t r o d u c e d . 

I n summary , the c o u n t r y assessments have revealed the f o U o w i n g : 

• Employment levéis have worsened. N e w j o b s have n o t been generated to 

keep pace w i t h n e w j o b seekers, and there has been a cr i t ica l loss o f 

e m p l o y m e n t i n e c o n o m i c sectors o n w h i c h l o w - and m i d d l e - i n c o m e 

groups depend. T h e concen t r a t i on o f g r o w t h i n e x p o r t - o r i e n t e d p r o ­

d u c t i o n - such as assembly-plant indus t r i a l i za t ion v ía maquiladoras o r 

expo r t processing zones — has c o n t r i b u t e d to the l o w levé i s o f net j o b 

crea t ion , as this sector tends to have w e a k l inks w i t h the domest ic 

e c o n o m y , and to k e e p i n g wages d o w n . 

• Real wages have deteriorated and income distribution is less equitable today than 

before adjustment policies were implemented. T h e invest igat ions s h o w that the 
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share o f wages i n gross domest ic i n c o m e has dec l ined , w h i l e the share o f 

profi ts has increased m a r k e d l y d u r i n g the r e f o r m p e r i o d . M o r e w o r k e r s 

have been e m p l o y e d w i t h o u t j o b securi ty o r benefits, and unde r ­

e m p l o y m e n t has increased. T h e l o w e s t - i n c o n i e groups have t ended to 

exper ience the largest increase i n u n e m p l o y m e n t and the greatest 

de t e r io ra t ion i n the i r wages. A r e d u c t i o n i n purchas ing p o w e r and the 

fur ther concen t r a t i on o f i n c o m e is ev iden t i n all the countr ies s tudied. 

Employment has become more precarious. F l e x i b i l i z a t i o n has been appl ied o n 

a n o n - l e v e l p l a y i n g f ie ld i n the l abour marke t . Employe r s have been 

g i v e n the means to h i t e and fire w o r k e r s at the least possible cost and 

w i t h m i n i m a l social responsibi l i ty . W o r k e r s , par t icu lar ly i n l o w - s k i l l e d 

and labour - in tens ive sectors, are i n oversupply , face depressed wages, and 

are i n a w e a k p o s i t i o n i n salary and contraer negot ia t ions . T h e r e w e r e n o 

cases observed i n w h i c h steps have been taken to i m p r o v e w o r k i n g 

cond i t i ons , i nc lude w o r k e r s i n d e c i s i o n - m a k i n g processes, o r l i n k the 

purchas ing p o w e r o f wages to increases i n p r o d u c t i v i t y . T h u s , w o r k e r s 

w o r r y increasingly about lo s ing the i r j o b s and, as a consequence, are n o w 

m o r e l i k e l y t o renounce the i r l abour rights o r refrain f r o m j o i n i n g 

un ions . 

Reforms have also allowed employers greater flexibility in establishing employment 
conditions and have eroded workers' rights. T h i s greater e m p l o y e r flexibility 

has been reflected, for example , i n the increased use o f h o u r l y l abour and 

t e m p o r a r y and p a r t - t i m e contracts, as w e l l as i n contracts p e r m i t t i n g 

numerous w o r k e r funct ions . A t the same t i m e , w o r k e r s ' r ights have been 

w e a k e n e d because there are fewer pro tec t ions o f the i r r i g h t to organizo 

and bargain coUect ively. L o w e r d i rec t l abour costs have also been 

achieved t h r o u g h reduced wages and benefits. 

Women have suffered the most as a result of labour market reforms. W o m e n 

t e n d to be the m a j o r i t y o f those e m p l o y e d i n l o w - s k i l l e d j o b s and have 

been d i sp ropor t iona te ly affected b y j o b insecur i ty and pol ic ies that have 

made e m p l o y m e n t cond i t ions m o r e flexible. I n some cases, reforms have 

e l i m i n a t e d special p ro t ec t i ons fo r w o m e n , such as p r o t e c t i o n against 

lay-offs due to pregnancy, and such benefits as m a t e r n i t y leave. 

There has been an increase in work by children and sénior citizens as a response to 
the decline in household income by primary wage earners. A n increase i n the 

n u m b e r o f hours w o r k e d per w e e k has also been d o c u m e n t e d , for 

example , i n Ecuador . These f a m i l y surv iva l strategies have had negative 

impacts o n levé i s o f educa t ion and heal th and have led to de te r io ra t ion i n 

the qua l i ty o f l i fe . 

E M P L O Y M E N T U N D E R A D J U S T M E N T 109 

• • Productivity and competitiveness, sought through labour market flexibility and 
rclated adjustment policies, have not been achieved overall. A l t h o u g h expor t 

sectors m a y have exper ienced g r o w t h t h r o u g h the use o f n e w t e c h n o l o g y 

or l o w e r - c o s t l abour , any such p r o d u c t i v i t y increases have tended to be 

c o n f i n e d to specific e c o n o m i c sectors or regions. A n y benefits o f g r o w t h 

i n these l i m i t e d áreas have been offset by de te r io ra t ing labour cond i t i ons 

associated w i t h an e x p a n s i ó n o f the i n f o m i a l e c o n o m y , u n d e r e m p l o y m e n t , 

and the shift o f l abour to l o w - p r o d u c t i v i t y sectors. 

Labour market reforms have had a direct impact on wages, 
joh security and protection, working conditions and lahour 
organizing. 

I n order to address these p rob lems , an e m p l o y m e n t - i n t e n s i v c g r o w t h 

strategy shou ld be pt i rsued that stimulates j o b crea t ion by s u p p o r t i n g those 

l abour - in tens ive p r o d u c t i v e sectors, par t i cu la r ly small and medium-sca le 

enterprises, that serve the domest ic marke t and fuel the local e c o n o m y . 

T r i p a r t i r é commissions i n v o l v i n g w o r k e r s , employers and g o v e r n m e n t can 

be established t o seek consensus o n an adequate regu la tory f r a m e w o r k for 

l abour and e m p l o y m e n t practices, as w e l l as wage pol icies . R e f o r m s shou ld 

p ro tec t and enhance l abour rights, i n c l u d i n g the r i gh t to u n i o n i z e , and han 

d i s c r i m i n a t i o n against w o m e n and m i n o r i t y groups, as w e l l as s t r eng then ing 

pro tec t ions for w o r k e r s w i t h regard to j o b securi ty and e m p l o y m e n t 

cond i t i ons . 

An employment-intensive growth strategy should he 
pursued, and reforms should protect and enhance lahour 
rights. 




