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Preface

In the 1990s, after years of inward-looking deveiept strategies, Brazil decided to
open up its economy and limit the role of the stht®@ugh privatization and deregulation
programmes. This strategy was accompanied by n@ammomic stabilization policies that used
the exchange rate as an anchor for monetary mliiewever, the fiscal and monetary policies
proved unsustainable, leading to an economic arisi®99 and the establishment of a flexible
exchange rate system and inflation targeting. T804 were characterized by periods of
instability, but since 2000, the country has begpegencing steady economic growth. Only
minor reforms have been made in the labour maiketyding the introduction of greater
flexibility; however, since the 1990s, the de fadiexibilization of the labour market has
increased. Generally, Brazil's new developmentessahas led to important structural changes
in production.

The main objective of this study is to assess totugon of the labour market in Brazil
between 1992 and 2004, to examine whether the lbeerployment situation has improved and
to identify the factors behind this evolution.

It is clear that during the period of analysis, twerall employment situation did not
improve, but actually stagnated. The rising unegrpkent rate, especially in the urban areas and
among women and young people, is a particular catisencern. The long-term unemployed
tend to be those with higher education, whilst peeapth low levels of education tend to be
short-term unemployed, entering and exiting th@udalmarket frequently. These people often
experience precarious forms of employment or umdpl@yment. Supply-side pressure remains
strong as a result of a growing working-age poputaseeking to enter the labour force; this is
particularly true in the urban areas and amongethegh higher education. The rapidly
increasing female participation rate is a new phemn. The study also reveals a structural
change in the Brazilian labour market since the efdthe 1990. Employment growth
accelerated, particularly in the formal segmentheflabour market, but as productivity in both
segments of the labour market has stagnated, weassayne that this growth was rather labour-
intensive.

Brazil's policy-makers must give clear priority teversing the rising trend in urban
unemployment and urban non-formal employment, ladtvhich are significant sources of
social conflict in urban areas. Recent data shasitipe developments. Moreover, productivity,
in particular in the non-formal segment of the labmarket, must be improved, in order to
narrow the gap with the formal segment. Poor waykoaonditions and the productivity of
workers in the non-formal segment of the economytnalso be addressed. Despite recent
improvements, the educational level of Braziliarrkeos is still below the international average.
Raising the educational and skill levels of thezZBian labour force would increase productivity
in both the formal and the non-formal segmentfefdconomy. Another major challenge is to
improve the business environment for the self-eggacand for micro enterprises by addressing
their lack of access to financing and new technefas well as by improving the skill level of
their labour force. The narrowing gender gap i®sitijye trend, but more needs to be done, in
particular to ensure that women receive the sangesvior the same jobs as men, and that they
are given the same job opportunities.

Peter Auer Duncan Campbell
Chief, Employment Analysis Director,daomic and
and Research Unit Labour Madnalysis Department
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Introduction

The early 1990s marked the start of a period ofsidemable change in Brazil's
development model. After years of inward-lookingrelepment strategies, Brazil decided to
open up its economy and reduce the role of the ataain active player through privatization and
deregulation programmes. It also focused on maormeuic stabilization, using the exchange
rate as an anchor for its fiscal policies. Howetlggse policies proved to be unsustainable, and
led to an economic crisis in 1999 and the estabksit of inflation targeting and a flexible.
Since 2000, the instability of the 1990s has begtaced by more stable economic growth. In
the labour market, only minor reforms were intragtlicalthough since the 1990s, it has de facto
become more flexible (Berg, Ernst and Auer, 2008)rall, Brazil's new development strategy
has led to significant structural changes in prtidac

The creation of employment is important for bothigband economic reasons. Brazil is
characterized by a socio-economic dualism thatesabggh social inequality, which often leads
to violence and social unrest. This dualism is pn@mt in the labour market. Whilst many
studies focus on changes in the organized, foreagahsent of the labour market, others illustrate
the importance of non-formal types of employmenthi@ Brazilian labour market. This study
aims to integrate both aspects in an inclusive aggtr. Its main objective is to analyze the
evolution of the labour market in Brazil betweer®2%nd 2004, to assess whether the overall
employment situation has improved, and to idenkifyfactors behind this evolutiofhis paper
addresses three issues, which aim to provide arbetiderstanding of the Brazilian labour
market. Section 1 examines the extent of dualistharBrazilian labour market. Based on these
findings, Section 2 evaluates whether the employrs#nation has improved in the different
segments of that market. Section 3 looks at thelgigade of labour, in order to determine the
importance of supply side pressure for employm&ettion 4 summarizes the results and
explains the underlying factors. The study usegthployment Situation Index (ESI) developed
in Ghose, Ernst, Majid (2008), which incorporates imain qualitative and quantitative aspects
of the labour market: the unemployment rate, thareshof formal employment in total
employment and the productivity of the non-formagment of the labour markeSpecial
attention is paid to the gender dimension of ti®ua market, with the help of an innovative
Gender Inequality Gap Index (GIGI).

! Most of the data in this study are derived from Brazilian household survey PNAD (Brazil did nodartake
household surveys in 1994 and 2000. Data from thesses, if used, are estimates). To exclude cabdur, we have
used data pertaining to workers aged 15 years\agrd To facilitate international comparisons, weehaot included
military personnel. These minor adjustments mayaéxpome differences with the findings of othardsts on
Brazil.



1. Dualism of the Brazilian economy and labour mar ket

With its dual economy and dual labour market, twmmon features of the production
system in Latin America, Brazil has always beensm®red a typical Latin American country
(see also World Bank/IPEA, 2002). One segment efettonomy may be considered modern,
capital-intensive and skilled-labour-intensive,hwa relatively small number of mainly formal
workers. The other, more traditional, segment limla-intensive, comprising mostly unskilled
workers; it lacks capital and has a large numbenai-formal workers. Entrepreneurs and
government authorities tend to organize produdborprofit, and invest part of the profit in the
formal segment of the labour market. The non-foreegiment, on the other hand, is subsistence-
oriented, with workers or producers unable to savievest. Workers in the formal segment are
expected to have regular, full-time jobs; they magistered, and benefit from social security,
labour regulations and collective bargaining. Besidhe regular, but non-registered wage
earners (e.g. domestic workers), workers in the-foonal segment are either casual wage
earners, whose wages are linked to the earningjseof self-employed employers, or directly
self-employed. This section does not explicitly ube concept of informal employment
according to the Guidelines endorsed by tH2Itfernational Conference of Labour Statisticians
in 2003. Informal employment is, however, close wbat is referred to as non-formal
employment in this study. At an early stage, thelptdefines formal employment in a rather
limited sense. Subsequently, non-formal employnetefined as all employment that is not
formakF.

This section presents aspects of the formal andiaramal segments of the labour market
focusing on three ways of delimitating the two segts, namely by productivity, by
employment status and by firm size. It concludescbmparing the results of these different
aspects.

1.1. Dualism by productivity of economic sectors

An initial criterion for identifying the dualism dhe Brazilian economy is based on
differences in productivity between the sectorsicivlis an initial approximation of the quality
of employment. This is a rarely used way of defyifferent segments of the labour market and
does not correspond to internationally recognizehdards. It complements the following
definitions of formal employment and helps the ergiion of an additional dimension of the
formality of employment. We assume that formal jbbse higher productivity than non-formal
jobs (see also Cimoli, 2006). Here, productivitgleined as the gross domestic product (GDP)
in constant local prices divided by employment sTdefinition focuses on labour productivity or
output per worker. We can assume that the modetorss characterized by high productivity,
because of its intensive use of capital and skiddxbur, and thus by high income. The non-
formal sector is characterized by low productiatyd underemployment, arising from the lack
of capital and low skill levels.

As a reference, we are using the average prodyctviall economic sectors of the
Brazilian economy for the period 1992-2003. We tldefine the formal segment of the
economy as all sectors with a productivity valuevabthe average productivity value, and the
non-formal segment as all sectors with a produgtixalue below average (43 sectors, according

2 For more details on international definitionsafifial and informal employment, see Hussmanns, 2004.



to Instituto Brasileiro de Geografia e EstadistlB&E)2 Consideration of differences within
each sector is beyond the scope of this papeouglththey may be important in specific cases

Table 1: Share of non-formal and formal employment by productivity, 2003 (%)

Non formal Formal

Agriculture  Manufacturing  Services Total =~ Mining Manufacturing  Construction ~ Services  Total

Total 18.9 6.8 458 712 04 5.9 5.6 16.6 286
Non-agricultural sector - 7.8 56.4 643 04 8.2 6.8 204 35.8

Source: Author’'s calculations, based on IBGE (Instituto @leiro de Geografia e Estadistica), Diretoria desgRisas,
Coordenacéo de Contas Nacionais and PNAD.

Note: The table shows the employment share of varioo®rse after defining various activities as fornael non-formal
according to productivity criteria.

Table 1 summarizes the findings of the calculati@ds? per cent of all employment is in
the non-formal segment of the economy with produgtbelow the national average. If the non-
agricultural sector is considered in isolation, #fere of non-formal employment is more
modest, at 64.3 percent. Non-formal employmentusid mainly in agriculture, in the form of
family and subsistence farming, and in servicepe@ally trade-related agricultural services
(16.8 per cent), family services (15.5 per cent) aon-merchandise private services (9.4 per
cent)> Many manufacturing activities are dominated bynfak employment, but their
employment share in total employment is low (gehesaound 0.1 per cent). Moreover, there
are fewer highly labour-intensive manufacturingt@escwith low productivity, such as clothing
(2.5 per cent) or woollen fabrics (1.4 per cent] #rese are important providers of employment
(see Appendix Table A). The service sector can bésalivided into formal and non-formal
activities: formal activities include public adnsmation, with an employment share of 9.5 per
cent, and business services with an employmene sba®4.8 per cent. The differences in
productivity between the sectors are quite striking example, the most productive sector, the
petrochemical industry, has a value 300 times hi¢jen the least productive category of the
Brazilian economy, non-merchandise private services

1.2 Dualism by employment status

The dualism of the Brazilian economy can also balyaed in terms of employment
statu$. Here, following a standard definition of formahgloyment widely used in Brazil, we

¥ See also Bonelli (2002, table 5, p. 10), who niigtishes between high, low and negative produgtiyiowth
sectors, with productivity values close to the ealof this study (period of analysis, 1990-2000).

“ A typical case is the broad category of agriceltwhere overall productivity is rather low. Nebetess, the sector
is characterized by strong dualism: on the one hiahds a highly productive, export-oriented segtnand on the
other, a segment dominated by family agriculturth yaw productivity, but which accounts for a largeoportion
of employment.

® The results are broadly confirmed (except for tomtion) by the OECD (2007), which observes argjro
concentration of informal jobs in agriculture, datie services, hotels and restaurants, and theesdiel and retail
trade.

® The 17" ICLS defines the following employment status catig as informal: own-account workers (including
those producing for own final use by their housdsplemployers employed in their own informal seettterprises,
contributing family workers, employees holding imf@l jobs, and members of informal producers’ coafpees
(Hussmanns, 2004). This study’s definition of normfal employment by employment status categoriésae the
standard Brazilian definition of informal employmewhich corresponds roughly to the definitiontud L 7' ICLS.



define formal workers as registered wage earnddinigpa social security car¢@m carteirg.
This is a rather broad definition of formal emplamh as it does not take into consideration
other important aspects, such as respect of laeguiations, collective bargaining, etc. Here,
registered domestic workers are defined as fornwakevs, even though they still lack basic
labour rights and their activities have a low prdity yield. Public servants are also
considered as holding formal employment, even thabgy do not have a social security card,
but do benefit equally from social security. In #dd to wage earners, entrepreneurs are
included in the formal segment. The non-formal veoskare the non-registered wage earners
and the self-employed. The latter include own-antoworkers, non-remunerated workers and
subsistence workefsThis definition is not entirely accurate, as, orample, a rather small
percentage of entrepreneurs are non-formal. Therelao a small number of self-employed,
who are registered and part of the formal economy.

Table 2: Distribution of employment by major employ ment status (%), 2004

Employment categories Total Non-asger;(t:grltural Aggglélttct:rral
Wage earners 56.4 62.8 29.8
Registered 31.6 36.8 9.8
Public servant 6.5 8.1

Others not registered 18.4 18.0 20.1
Domestic workers 7.8 9.7

Registered 2.1 25

Not registered 5.7 7.1

Own-account workers 221 20.9 27.1
Entrepreneurs 4.2 45 3.3
Non-remunerated workers 5.6 2.0 20.5
Subsistence workers 3.8 0.1 19.3
TOTAL formal employment 44.4 51.8 131
Zgggbmngﬂtforma' 55.6 48.2 86.9

Source: IBGE, based on PNAD (Brazilian household survewnpat
Note: Non-formal employment categories are highlightedald.

Table 2 shows that the non-formal employment segamounts for the highest share of
employment, at 55.6 per cent, compared with thahefformal segment at 44.4 per cein.
2004, formal employment was found mainly amongsteged wage earners and public servants
(38.1 per cent), while those in non-formal emplogim&ere mainly own-account workers and
other self-employed, who together accounted fob ®er cent of workers, and non-registered
wage earner§l8.4 per cent). When comparing the agricultural #sednon-agricultural sectors,
the situation was quite different. In the agricrdtusector, non-formal employment dominated
with a share of 86.9 per cent, due to the highlleewn-account workers and self-employed,

" The undeclared workers who are excluded fromethégysis.

8 See also, ILOPanorama Laboral 20Q6or a further discussion on measurement of inéditsnin Latin America,
especially with regard to employment status categor

® The distribution between formal and non-formal Eyment is more or less confirmed by IPEA (2006hjal
found the proportion of informal employment to ter cent in 2004.



while the non-agricultural sectors had a highereslof total wage earners and a lower share of
self-employed.

Table 3: Employment status categories by average nu ~ mber of years of education, total,
agricultural, non-agricultural sectors, 2004

Total Non-agricultural Agricultural
sector sector
Wage earners 8.1 8.6 35
Registered 8.6 8.9 4.1
Public servant 11.3 11.3 n.a.
Others not registered 6.6 7.2 3.2
Domestic workers 5.5 5.5 n.a.
Registered 5.7 5.7 n.a.
Not registered 5.4 5.4 n.a.
Own-account workers 5.9 6.9 2.8
Entrepreneurs 9.5 10.1 6.0
Non-remunerated 5.4 7.8 4.4
Subsistence workers 3.6 5.5 3.0

Source: IBGE, based on PNAD (Brazilian household surveppat
Note: The non-formal categories of workers, accordinghe definition of dualism by employment statusegaties, are
highlighted.

Table 3 presents data on the average number of y@aeducation, which is an
approximation for educational attainment, by emplegt status categories. Non-formal
employment is characterized by low-skilled labaw:, workers with low educational attainment,
who also tend to be in low productivity jobs (sek)1According to table 3, entrepreneurs with
an average of 9.5 years of schooling and registeegg earners with 8.1 years of schooling, as
well as public servants with an average of 11.3sye& schooling, have a significantly higher
education level than non-registered wage earndss/@ars), own-account workers (5.9 years) or
even subsistence workers (3.6 years). As expeedgational levels are also higher, on
average, in the non-agricultural sector than in dgeicultural sector, with a considerable
difference of about 4 years’ education. It is alswth stressing the insignificant difference of 3
months (in years of education) between registengldnean-registered domestic workers, which
shows the thin dividing line between the definiai formal and non-formal employment.

1.3. Dualism by firm size

An alternative way of demonstrating dualism in Brazilian economy is by company
sizé®. We distinguish between, on the one hand, employiinethe public sector and in large
companies with more than 10 workers, which are dated by formal employment, and, on the
other, employment in companies with fewer than I@kers, which are characterized by less
formal forms of employmernit. This is certainly a rather broad and cautiousnitefin of formal

10 According to the 1B1CLS, employment in the informal sector referéathjobs in informal sector enterprises, or
all persons who, during a given reference pericetevemployed in at least one informal enterprisespective of
their status in employment” (Husmans, 2004, pT&g threshold of workers in such an enterprise lshoe defined
according to national conditions.

1 For more information on the degree of formal emlent by firm size in Latin America and Brazil, Seskman,
2001.



employment, as formal employment can also be fauedmpanies with fewer than 10 workers.
However, it is justified by the fact that Braziligaw No. 8864/94 on the Status of Micro and
Small Enterprises (and the reformulated one in p8@pulates that even a company with up to
19 workers can be considered as a micro enterpfiskman, 2001). On the other hand,
precarious jobs may also be found in larger firdsother limitation is that data are only
available for the non-agricultural sectors, butves have seen in the above analysis on
employment status categories, formal employmenversy low in the agricultural sector.
Moreover, in the agricultural sector there are mé&amily enterprises” with fewer than 10
workers. Therefore an analysis of the non-agricaltsector still provides some indications of
the importance of different types of enterprises.

Figure 1: Share of formal and non-formal employment in non-agricultural sectors,
by firm size, 2004

0%
22%

49%

18%

11%

O Public sector | Private enterprises, <5 employees
O Private enterprises, 6-10 employees O Private enterprises, >11employees
B Undeclared

Source: IBGE, based on PNAD (Brazilian household survegpdat

Figure 1 shows the employment share based on fimetide of formal and non-formal
segments by firm size. It demonstrates that lgyggeate companies with more than 10 workers
(50 per cent) and public enterprises (22 per éeritje non-agricultural sectors in Brazil account
for a very large share of formal employment (ov@ipér cent). Firms employing between 6 and
10 workers account for almost 11 per cent of empkyt, while those with fewer than 5
workers —the core of non-formal employment— accolamt almost 18 per cent of total
employment.



1.4. Comparison of proposed criteria

Three different criteria have been proposed to mreathe dualism of the Brazilian
economy: productivity, employment status categony firm size. Do they show similar results
and, if not, how can the differences be explaingslthe criterion of company size covers just
the non-agricultural sector, we can only compagevdiues for this sector. The figures relating to
company size are quite different from those redgtinthe two other definitions. According to an
enterprise size definition, formal employment igyngicantly higher than non-formal
employment, whereas according to the other twaniieins, the situation is reversed (see table
4). This can be explained partly by the high shafenon-formal employment in larger
enterprises with more than 11 workéré\ crossing of enterprise data with sectoral dataa
further disaggregation of enterprise data by ®zg (Ene category of 11-19 workers) could have
shed more light on the issue and would have helppdove the relevance of the figures. As
these figures were not available, in the furthealysis we have disregarded the definition by
enterprise size.

Results by productivity and employment status igatenove in the same direction, but
what explains the large gap of more than 15 pet?cdeinst of all, using the employment status
category definition we have assumed that all warkeith a social security card are formal
workers, which is certainly an over-estimation. Maithem are in low productivity, low salary
jobs, with basic working conditions and limitedpest of their labour rights. This is also why
registered domestic workers have been excluded dumealculation of formal and non-formal
employment by employment status categories. Moredere may be additional workers who
ought to be excluded, such as non-formal entrepreneor the formal self-employed.
Nevertheless, data on the self-employed by sebtw shat 88 per cent of the self-employed are
working in sectors that, according to the produistidefinition,”* do fall into the category of
non-formal sectors; this more or less confirmsabssumption that they do not have a formal job.
Another difficulty is that many of the 43 sectom fwhich employment data are available
include formal and non-formal employment. A fairamt of formal employment can be found
in Brazilian agriculture and agri-business, trade sansport, whilst in business services there is
a mixture a high-income jobs and low-quality, lokilled activities.

Due to a scarcity of data, we were unable to compectoral productivity data with
employment status data, which would have providetbee accurate picture. Nevertheless, the
productivity definition is the most defensive défon of formal employment, which also
explains its low value.

Table 4: Dualism in Brazil's labour market by three main categories, non-agricultural
sector, 2003, 2004

Productivity Employment Company size
status
Formal 35.8 49.7 71.4
Non-formal 64.3 50.3 28.6

12 See also 1.3, which shows that even by law, engegof up to 19 workers are considered microrpriges in
Brazil.

13 All productivity data are for 2003.



2. Employment creation in Brazil

Given the dualistic nature of the Brazilian econpagy demonstrated in section 1, there
IS no straightforward way to measure or calculdte éxtent of employment. Traditional
indicators, such as the employment or unemploymaes, do not give an accurate picture of the
overall employment situation; for this, a combioatiof indicators must be used. Section 2
shows the evolution and limitations of traditionaticators and complements them with
proposed new indicators, which are summarized im@ex to describe the overall employment
situation in Brazil. It includes an analysis coniparthe relationship of the evolution of the
formal and non-formal segments of the labour market

This new method of analysis should give us a beiteferstanding of whether the
Brazilian economy was able to create new and dgoestduring the period of analysis, i.e.
1992-2004Given the dual nature of the economy and the labwarket, a simple evaluation of
employment and unemployment figures is not sufficfer an understanding of the evolution of
that market. Where there is an excess labour suppl¢ thus a high level of non-formal
employment, a fall in unemployment may not autooadlf mean an improvement in the labour
market. It could simply be the result of an incee@s precarious jobs characterized by low
productivity. Therefore, in the best-case scenaimproved employment situation in a dual
economy means a simultaneous fall in unemploymantise in the share of non-formal
employment in total employment and a rise in praifg in non-formal forms of employment.
Nevertheless, combinations are possible, wherseaaf one or two indicators and a fall in
another could still contribute to an improved ollesmployment situation.

2.1. General employment and unemployment trends

Standard methods of collecting data, as used inilBprovide unemployment figures for
both short- and long-term unemployment rates. @notie hand, it is assumed that long-term
unemployment is a measure of the length of timeragnm is without a formal job. It refers to
workers, mainly young people, and those financia#jter off, who can afford to wait for an
appropriate joB? On the other hand, short-term unemployment refiergregular or casual
workers, who may work one week out of two. Theywarderemployed, and are often forced to
enter and leave the labour market frequently. ThaziBan standard method defines an
unemployed person as one who has not worked forgéeshour during the week prior to the
survey. As a result, some casual workers, who &etlyi enter and exit the labour market, are
counted as unemployed. Casual workers may not wdoming the week of the survey
consultation, but may have worked the week betaraddition, the self-employed would rarely
be identified as unemployed, even though they nmy work for one or two hours a week.
Underemployment is therefore not sufficiently captlin the reported unemployment figures.

14 According to Bourguignon (2005): “In developinguatries, the absence of formal unemployment insgran
systems means that open unemployment is, in effetted to a small number of people, who have ghou
resources to wait until a job with the charactessthey are looking for actually opens.... Lessuoate people
cannot join the queue, or have to leave it rathierkly, accepting any kind of occupation that siynpllows them to
survive... from a statistical point of view, theseple are not ‘unemployed’. They are employed, bey fust have
a ‘bad’ job.”



Table 5: Evolution of the unemployment rate (%) by location, 1992-2004

Year Total Urban Rural
1992 6.4 7.9 1.6
1993 6.1 7.4 15
1994 n.a. n.a. n.a.
1995 6.0 7.2 1.6
1996 6.8 8.1 2.1
1997 7.7 9.2 2.2
1998 8.9 10.6 2.9
1999 9.7 11.5 3.1
2000 n.a. n.a. n.a.
2001 9.4 10.8 2.6
2002 9.1 10.5 2.6
2003 9.8 11.2 2.6
2004 9.0 10.3 2.7

Source: Author’s calculations, based tBGE/PNAD (Brazilian household survey data).
Note: The unemployment rate refers to persons ageddrS gad over. A more detailed table by genderogiged in Appendix
table B.

Nevertheless, the unemployment rate remains a,vhlid limited indicator, as it
comprises the unemployed, as well as a large piiopBrof underemployed and casual wage
earners. As Brazilian household survey Hada not enable a distinction to be made between
long- and short-term unemployment, we assume thiaean unemployment affects both types
of unemployment.

While the unemployment rate was stable at the beginof the 1990s, at about 6 per
cent, it increased significantly at the end of ##90s. Even though it began to improve
thereafter, at 9 per cent, it was still almost 80 gent higher in 2004 than in 1992 (table 5).
Macroeconomic conditions, such as the economicsansl999, or the energy crisis in 2001, as
well as structural changes resulting from econdibéralization, are cited as the main reasons
for this (see also IPEA, 2006), but the rise ind@abour participation and the declining role of
the public sector as an employment provider are atsitributory factors. Unemployment is

'3 Brazil has three major criteria for measuringuhemployment rate. According to the domestic hooise$urvey,
PNAD, which was mainly used in this study, peopte @nsidered unemployed if they did not work ia #eek of
reference and were effectively looking for a jolvidiy the seven days prior to the survey. Accordmghe PME
(Pesquisa Mensal de Emprego), a monthly houseliolé\sin major metropolitan areas of Brazil, alsmlertaken
by the Brazilian statistical office, IBGE, like tNAD, an unemployed person is someone who didvodt in the
week of reference, but was effectively lookingdgob during the 30 days prior to the survey. Aéranion research
centre, DIEESE vjww.dieese.org.br/ped) based in Sao Paolo, developed some interestinge disaggregated
unemployment indicators as a result of their surd®D (“Pesquisas de Emprego e Desemprego”) in major
metropolitan areas. It defines the open unemplagagersons who were effectively looking for a jolirt the last
30 days and did not work during the last seven ,dags as in the PME. They also distinguish betwepean and
hidden unemployment, the latter being those witpré&carious job” or “because of discouragementé proportion
of persons in hidden unemployment amounted to A& 3ent, compared to PNAD data of 10.3 per cettPiME
data of 11.5 per cent for general unemploymen042 Technical notes on PNAD and PME, as well & ofthe
PME can be found on the IBGE websitevatiw.ibge.gov.br.

16 However, the monthly employment survey, PME, whichimited to the metropolitan area, illustratéfedences
between short- and long-term unemployment. In 2@Bdse in short-term unemployment of less than a ye
constituted 73.9 per cent of the unemployed andbiiigeterm unemployed 26.1 per cent. There isradttewards a
higher share of short-term unemployed, which rozef71.4 per cent in 2002 to 77.4 per cent in 2006.




10

mainly an urban phenomenon, with 10.3 per centriodmu workers in this situation, compared
with just 2.7 per cent of rural workers.

As expected, the unemployed are normally found gntibase with higher education. In
2004, the average number of years of education8nvas the unemployed, 7.4 for the total
labour force and 7.3 for the employéd he differences in years of education remainetkqui
stable during the period of analysis. In line witk trend observed for the total labour force, the
unemployed were also better educated in 2004 thai9B2 (6.2 per cent). The urban
unemployed were better educated than the rural ploged, although, contrary to the labour
force, the gap between the rural and urban uneregloyas rather narrow and even shrank
between 1992 and 2004, from 2 years to 1.6 years.

Figure 2: Unemployment rate by educational levels, 1992-2004
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An analysis, by cohort groups, of education by yeegveals that the unemployed are
mainly those with higher levels of education (figu), the majority having 8 to 11 years of
schooling}? which corresponds to medium to complete educatiorgven higher. There are
fewer unemployed among those with no educatior, low level of education. Figure 2 clearly
demonstrates a strong rise, in the second hatifeo1990s, in unemployment among people with
8 to 11 years of education, while unemploymenteased at a similar rate for all other
categories. Nowadays, more than 40 per cent ofuttenployed have at least 8 years of
education, compared to less than 30 per cent ig.29hese results assume that unemployment
is predominantly, and increasingly, a concern efttlgher educated labour force, though not the
highest, and it is more an issue of waiting forrappate jobs.

" For more details (by gender), see Appendix table E

18 Within this group, there is a particularly largergentage of unemployed with 9 to 10 years of dihucalhe
result is confirmed by Carneiro (2003), who shovrigh level of unemployment among people with @xo/ears of
education between 1991 and 1988d also by IPEA (2006).

1% For more details, see Appendix table C.
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Table 6: Evolution of the employment-to-population rate, by location (%), 1992-2004

Year Total Urban Rural
1992 63.8 60.5 76.7
1993 63.8 60.5 77.1
1994 n.a. n.a. n.a.
1995 63.9 60.8 77.0
1996 61.4 58.8 72.3
1997 61.5 58.5 74.4
1998 60.7 57.8 73.0
1999 60.9 57.7 74.6
2000 n.a. n.a. n.a.
2001 60.5 58.2 73.5
2002 61.5 59.3 74.2
2003 61.0 58.8 73.9
2004 62.0 59.9 74.3

Source: Author’s calculations, based tBGE/PNAD (Brazilian household survey data).
Note: For a more detailed breakdown by gender see Apptattle D.

As the labour participation rate in Brazil betwe#®92 and 2004 did not change
significantly (see section 3) and unemploymentaased, the employment rate declined. This
was also because employment was unable to keep wp#itethe rise in the working-age
population. The employment-to-population ratio fedim 63.8 per cent in 1992 to 62 per cent in
2004 (table 6). Traditionally, employment ratestagher in rural areas than in urban areas, and
in 2004, there was a difference between the twalmjut 15 per cent. But while urban
employment was more or less stable, the rural gmat rate declined by 2.3 percentage
points, which narrowed the gap.

2.2. Evolution of employment by segments of the lab  our market

Evolution by employment status categories

A long-term objective of many policy-makers is fdl workers to be employed in the
formal segment, as previously defined. Therefdre,amployment situation could be improved
by increasing the share of the formal segmenttal &nployment.
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Figure 3: Evolution of the share of formal employme nt in total employment, by
employment status categories and sector, 1992-2004  (per cent)
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Source: Author’s calculations, based tBGE/PNAD (Brazilian household survey data).

Did formal employment increase as a share of &tabloyment in Brazil during the
period of study? Using the definition of formal doyment by employment status categories,
figure 3 shows a slight increase in the share rohé employment, from 42.5 per cent in 1992 to
44.4 per cent in 2004, while non-formal employmstiit dominated the economy at 55.6 per
cent, down from 57.5 in 1992. A closer analysishig evolution (see Appendix table E) reveals
that during the first half of the 1990s, the shafenon-formal employment increased, while
during the second half of the 1990s until 2004, beerse was the case. After a period of
employment stagnation between 1997 and 1999, empglalyrose again from 1999, with an
even stronger rise in formal employment.

In 2004, the agricultural sector still had by fiae targest proportion of workers in non-
formal employment, (86.9 per cent) compared witiséhin formal employment (13.1 per cent).
Despite some fluctuations, there has been a c¢lead towards a reduction in the share of non-
formal employment and a rise in formal employmervttich has even increased since 2003. A
reverse trend can be observed in the non agrialkectors: 51.8 per cent of these workers were
in formal employment compared to 48.2 per cent on-formal employment in 2004.
Nevertheless, during the period of analysis, foramployment declined from 53.9 per cent in
1992 to 50.1 per cent in 1999, and recovered digiytly to 51.8 per cent in 2004.

An analysis by firm size shows that during the geiof analysis, formal employment in
the non-agricultural sectors initially declined #éyper cent (25.6 to 21.6 per cent), which was
mostly due to a fall in its share in the publictesgcwhile its share in smaller enterprises
increased’ There was a slight reversal of this trend afted30These findings more or less
confirm the results by employment status in the-agmcultural sectors.

An analysis of the evolution of the formal and riormal segments of the labour market
using the productivity criterion shows a similaend. The share of non-formal employment
increased for the whole economy, but insignificgritom 70.4 per cent in 1992 to 71.2 per cent

20 Employment in private enterprises with fewer tBanorkers increased from 16 per cent in 1992 tpeiScent in
2004, and, in private enterprises employing betwgamd 11 workers, from 9 per cent in 1992 to lilgeat in
2004.
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in 2003. The rise was significant in the non adnigal sector (from 60.4 percent to 65.9
percent), while the agricultural sector experienaestrong decline (from 26.4 percent to 18.9
percent).

Table 7: Evolution of formal and non-formal employm ent by employment status category
and sector (%), 1992-2004

Total Non agricultural sector Agricultural sector
1992 1998 2004 1992 1998 2004 1992 1998 2004
FORMAL  Entrepreneurs 3.9 4.2 42 4.0 46 45 35 3.2 3.3
Wage earners 60.4 60.8 64.2 71.8 70.3 72.4 29.3 28.0 29.8
Registered 38.6 37.7 40.1 49.9 46.2 474 7.6 8.1 9.8
AL )’VV:rf’erj‘;t’;fgz 218 231 244 218 240 251 217 199 204
Self-employed 357 34.9 315 242 252 23.1 67.2 68.8 66.9

Source: Author’s calculations, based tBGE/PNAD (Brazilian household survey data).

Note: Formal wage earners include public servants, tergid domestic workers and registered wage eaidensregistered wage
earners include non-registered wage earners ancestiomworkers. Self-employed includes own-accountrkers, non-
remunerated workers and subsistence workers.

The largest increase in employment between 19922864 (table 7) was in the wage-
earners category; within this category the largesease was in those not registered (by 2.3 per
cent) compared to those registered (by 1.5 per).c&éhts increase was mainly in the non-
agricultural sectors, where the share of registerage earners was more than 40 per cent. The
same phenomenon can be observed among entreprebeuts a lesser extent. Their share
increased by just 0.3 per cent, which can be exgthby a rise of 0.5 per cent in the non-
agricultural sectors and a decline of 0.2 per aerthe agricultural sector. However, the self-
employed, in both agricultural and non-agriculteedtors, experienced a decline in employment
(by 4.2 per cent between 1992 and 2004). Brieffigre was an overall, but slightly increasing
trend towards more formal employment, by employnséattus categories, even though the rising
share of non-registered wage-earners gives causmmicern. But this negative trend has been
offset by a decline in the share of self-employad a rise in the share of all other formal
employment status categories. These results afe@med by Kakwani and Son (2006), who
observed an increasing formalization of employmetrazil between 1995 and 2004, and also
by IPEA (2006), which took the same period of asialys this studi.

With regard to educational attainment (table 8), abserve that non-registered wage
earners experienced a general increase in yeaduchtion, from 4.2 years in 1992 to 6.6 years
in 2004, thus narrowing the gap with the registevade earner by 0.8 years. The self-employed
also experienced a rise of 1.6 years, a similaluéga to that of registered wage earners and
entrepreneurs. However, it is a matter of condean the gap in years of schooling between the
non-agricultural sectors and the agricultural sectotually widened during the period of
analysis; by 0.5 years for the wage earners arid@years for self-employed workers.

2l These findings, however, are in contrast to aipusvWorld Bank/IPEA study (2002), which found aeriin
informal employment. This can be explained by tifierént period of analysis, which was 1982 to 20Biowing
formalization has been a more recent phenomenon.



14

Table 8: Evolution of formal and non-formal employm ent by years of education,
according to employment status categories and secto r (%), 1992-2004

Total Non-agricultural Agricultural
sector sector

1992 2004 1992 2004 1992 2004

Entrepreneurs 7.9 9.5 8.9 10.1 4.9 6.0
Wage earners 6.2 7.3 6.8 8.6 2.2 3.5
Registered 7.4 9.0 7.6 9.3 2.9 4.1
Non-registered 4.2 6.6 5.0 7.2 1.9 3.2
Self-employed 3.9 5.5 5.4 7.0 2.4 3.3

Source: Author’s calculations, based tBGE/PNAD (Brazilian household survey data).

Evolution of productivity by employment status

Rising productivity is often regarded as an impartalement of an improved labour
market and this would be true for both the formad ¢he non-formal segments of the labour
market. A greater productivity rise in the non-fatnsegment, as compared to the formal
segment, means a declining productivity gap, i.kesa pronounced difference in employment
between the two segments of the labour market. Mervgroductivity data must always be
compared with employment data. There may be a -sHdbéetween productivity and
employment, or there may be a rise in the shaferofal employment combined with declining
productivity. This could be explained by a changdabour regulation that formalizes non-
formal forms of employment without affecting theokuion of productivity. Nevertheless, a
general and particular improvement of productiwitythe non-formal segment will normally
mean an improved employment situation in the nomé&b segment of the labour market if the
situation in the formal economy has not worseng¢deasame time.

Figure 4: Evolution of productivity %, formal and non formal employment, 1992-2003
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Source: Author’s calculations, based #8GE, Diretoria de Pesquisas, Coordenacgao de Cblacisnais.
@As defined in section 1.1 above.

Figure 4 illustrates the evolution of productivityformal and non-formal employment.
Both segments show strong growth during the fiadft the 1990s, but stagnation since 1997 and
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even a slight decline in the most recent yéarfie generally low productivity growth rates for
both segments of the labour market is an indicatioa change in the output structure towards
less productive sectors. Moreover, after a striggyduring and after the period covered by the
Real Plan, the decline of productivity in then fomal segment since 1997 was even more
pronounced than that of formal employment, whicarisesven more worrying phenomenon. The
evolution of wages is similar to that of produdyyithus confirming the finding. Average
income from the primary job in constant valueseased slightly from 592 Reais in 1992 to 662
Reais in 2004, but if the comparison begins in 108l Reais), there has even been a decline
(IPEA; 2006).

Figure 5: Evolution productivity gap between formal and non-formal employment,
1992-2003
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Source: Author’s calculations, based tBGE, Diretoria de Pesquisas, Coordenac¢do de Cbhlaeisnais.

What does this mean in terms of the productivitggdhe productivity gap indicator
allows us to observe whether the difference in pectdity between the formal and the non-
formal segments has increased or decreased. THaqgtikaty gap is defined as productivity in
non-formal employment divided by productivity irrfieal employment. Figure 5 shows that the
indicator increased slightly during the period oélgsis, from 37.6 per cent in 1992 to 39.3 per
cent in 2003, implying a narrowing of the produityivgap, even though the gap is still huge.
However, if we exclude the turmoil period beforeal after the introduction of the Real Plan,
where most productivity rise in the non-formal segitnoccurred, the situation is inverted. From
1995, the productivity gap increased continuousiyl 2002, even though productivity was low
in the formal segment. Since then, the gap hatedtén narrow again. In fact, the declining
productivity gap for the whole period, 1992-2008a4 statistically significartt

22 For the general evolution of productivity by sfiecsectors in the formal and non-formal segmefthe labour
market, see Appendix table A, which compares data992 and 2003.

23 Cimoli (2006) finds a widening productivity gaptiveen the formal and informal sectors, but hisstabers the
period 1990-2000, including the period prior to thoduction of the Real Plan and excluding theiqoe of
economic recovery, which took place after 2000. édoer, his definition of formal employment diffessmewhat
from that used in this study. His findings are &mio those of Bonelli (2002) for the same pebdnalysis. Even
though Bonelli does not make a clear distinctionvieen those sectors that are dominated by fornthhan-formal
employment, it becomes clear that sectors with gwodth in productivity were those in which forngathployment
was predominant, while sectors in which non-formaiployment was predominant experienced low growth i
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3. The importance of the evolution of labour supply

Section 3 analyses the supply side of the laboukehaThe main question is whether
Brazil experienced increasing supply side pressbam the disappointing employment results
demonstrated in section 2, be explained mainly iapal growth in labour supply?

Table 9: Evolution of the labour force (%), by gend  er and location, 1992-2004

Year Total Men Women urban Rural
Total Men Women Total Men Women

1993 1.6 14 1.8 1.9 1.6 2.4 0.3 0.7 -0.2
1994 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
1995 25 1.8 3.5 3.0 2.2 4.1 0.8 0.3 1.6
1996 -0.4 0.2 -1.2 0.8 0.8 0.8 -4.5 -1.8 -8.6
1997 3.2 2.6 4.0 3.0 2.8 3.3 3.9 2.1 6.8
1998 2.4 2.0 3.0 2.7 1.9 3.9 14 25 -0.4
1999 3.3 2.0 5.1 3.0 2.0 4.4 4.5 2.3 8.2
2000 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
2001 3.4 3.0 3.8 6.2 5.7 6.8 -8.5 -7.6 -9.9
2002 3.8 2.8 5.1 4.1 3.1 5.4 2.1 1.1 3.7
2003 2.4 2.0 3.0 2.7 2.1 35 1.2 1.8 0.3
2004 2.7 1.7 4.1 3.1 2.1 4.3 11 -0.2 3.1
12%%31 2.6 2.1 3.3 3.4 2.8 4.2 -0.7 -0.8 -0.1

Source: Author’s calculations, based tBGE/PNAD (Brazilian household survey data).
Note: No PNAD data were available for 1994 and 2000. Grogdta for 1992-2004 are average annual growth reiiés,
estimates for 1994 and 2000.

The Brazilian labour force rose from almost 66 imrillin 1992 to 89 million in 2004, an
increase of 23 million in just 12 yedtsAt 2.57 per cent, the annual average growthahthe
labour force is rather high by international stadd® There was a strong increase of 3.3 per
cent in the rate of women'’s participation in thiedar force, which was significantly higher than
the increase of women in the working-age populatibi per cent). The growth of the labour
force was highest between 1999 and 2002, but shdwgdd rates throughout the period of
analysis (table 9). The growth rate of women in ldd@ur force was more than 50 per cent
higher than that of men. With regard to locatiorstrang average annual growth rate of more
than 3 per cent was observed in urban areas, wihdst was a decline of 0.7 per cent in rural
areas. In summary, the period 1999-2002 saw a steime in the rural labour force and a
surge in the urban labour force. The female laliotge experienced a stronger rise than the
male labour force in urban areas and a less signifidecline in rural areas than that of men,
thus confirming the overall rising trend. Moreove later entry of young people into the labour
market was observed, as they remained in the edoabsystem longer (IPEA, 2006).

productivity. Kakwani, Neri and Son (2006) moreless confirm the findings of this study, in thagytobserved a
“pro-poor” evolution of productivity from 1995 tdR4, especially in the period 2001-2004.

4 The strong negative figures for rural labour fofard later on working-age population) in 2001 raagely be
explained by a change in methodology, as the adtrative classification of rural and urban areasdienged.

%5 According to the ILO (2006), the labour force imsed by 1.5 per cent worldwide between 2003 addl. 20
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Table 10: Evolution of the working age population g rowth (%), by gender and location,

1992-2004
Year Total Men Women urban Rural
Total Men Women Total Men Women

1993 2.0 1.9 2.0 25 2.3 2.7 -0.1 0.9 -1.1
1994 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
1995 2.4 2.3 2.5 2.9 2.8 2.9 0.8 0.6 1.0
1996 2.8 2.7 3.0 3.2 3.2 3.3 1.2 0.9 15
1997 1.9 2.1 1.8 2.2 2.3 2.1 0.8 1.1 0.6
1998 25 25 25 25 2.4 2.6 25 2.7 2.3
1999 2.1 2.1 2.1 2.1 2.1 2.1 2.2 2.1 2.3
2000 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
2001 3.8 3.6 4.0 6.1 6.0 6.2 -7.5 -7.2 -7.9
2002 2.4 25 2.4 2.7 2.7 2.6 1.1 14 0.8
2003 2.5 2.6 2.5 2.7 2.8 2.6 1.6 15 1.8
2004 1.9 15 2.3 2.2 1.7 2.6 0.3 -0.1 0.8
P 2.6 2.6 2.7 3.3 3.2 3.3 5.2 43 61

Source: Author’s calculations, based tBGE/PNAD (Brazilian household survey data).

Much of the evolution of the labour force is exptad by demographic grovithand an
increase in the working-age populatiorAs table 10 shows, from 1992 to 2004, there was a
steady increase, at an annual average rate obR @&pt, which corresponded to the growth rate
of the labour force, but was higher than the grawath of the total population (of 1.5 per céht).

The dawn of the new millennium saw a marked in@easthe growth rate of the
working-age population. The stronger rise of thadke working-age population (2.7 per cent)
compared to the male (2.6 per cent) was in lind e larger increase in the female population
(1.54 per cent, compared to 1.46 per cent for nirr)ywas less accentuated than the difference
in the overall growth rate of the labour force. Eamto the evolution of the labour force, the
increase in the working-age population was mainban (3.3 per cent), while the rural working-
age population declined (by 0.5 per cent on aveaageby 0.6 per cent for women) due mainly
to migration to urban areas (IBGEensos demogréficod991 and 2000). This trend is
confirmed by the evolution of the overall rural ptgiion, which showed a negative growth rate
of -1.3 per cent, compared to a positive growtle @&t2.2 per cent for the urban population,
according to CELADE data for 1990-2005. In inteiowl comparisons, Brazil has
demonstrated a relatively high growth rate of th@ling-age population; higher than that of
Argentina, Chile, China and the Republic of Koraad even higher than that of Colombia and
India?®

% Despite a long-term decline because of lowerlifgrtates (IPEA, 2006).

%" For absolute figures on the evolution of the lafotce and working-age population, see AppendilesiE and F.
2 According to data from Celade/ECLAC, 1990-2004htp://websie.eclac.cl/sisgen/Consulta.asp

29 |LO 2005 data, for 1995-2000, show the followingwth rates of the working-age population for thesentries:
China, 1.3 per cent; Republic of Korea, 1.4 pet;ctrgentina, 1.5 per cent; Chile, 1.9 per centiuBtia, 2.3 per
cent; India, 2.3 per cent; and Brazil, 2.4 per cent
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Table 11: Labour force participation rates, by aver  age years of education, gender and
location (percentage), 1992-2004

Year Total Men Women Urban Rural

Total Men Women Total Men Women
1992 68.2 84.9 52.6 65.7 82.8 50.3 77.9 92.4 62.4
1993 67.9 84.4 52.5 65.3 82.3 50.1 78.3 92.2 63.0
1994 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
1995 68.0 83.5 53.6 65.5 81.3 51.4 78.3 91.6 63.8
1996 65.9 814 51.4 64.0 79.4 50.1 73.8 89.1 57.4
1997 66.7 81.9 52.5 64.5 79.8 50.8 76.1 90.1 61.0
1998 66.6 815 52.8 64.6 79.4 51.4 75.2 89.9 59.4
1999 67.4 814 54.3 65.2 79.2 52.6 77.0 90.1 62.8
2000 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
2001 66.8 80.6 54.1 65.3 78.9 53.2 75.5 89.2 60.3
2002 67.7 80.8 55.6 66.2 79.2 54.6 76.2 89.0 62.0
2003 67.6 80.3 55.9 66.2 78.6 55.1 75.9 89.3 61.1
2004 68.2 80.5 56.8 66.8 78.9 56.0 76.4 89.2 62.5

Source: Author’s calculations, based tBGE/PNAD (Brazilian household survey data).

The next question is whether the Brazilian laboowrcd improved its educational
performance, taking average years of educatiomasdacator. According to table 11, Brazil
experienced a significant rise in the number ofaye years of education, by almost two years
for the total populatioff,and it increased more for women than for men.rikisy phenomenon
in Brazil is that the female labour force, bothattand urban, has a higher level of education (8
years of education) than its male counterpart (@rsyef education), which is unusual in
developing and emerging economies. This increaserad in both rural and urban areas, but
with an absolute value of 4 years in 2004, thel mm@as still lagged far behind the urban areas;
indeed, the gap even increased during the peri@halysis, from 2.8 years to 3.4 years. Even
though the rising educational level of the Braniliabour force is an encouraging sign, in 2000,
Brazil was still lagging significantly behind simail competitors in the world market, such as the
Republic of Korea, where the average educational igas 10.8 years (ILQVorld Employment
Report forthcoming).

%0 These results are confirmed by Kakwani, Neri and @006), according to whom, years of schooling/ofking
members within households increased at an averagmbrate of 2.34 per cent during the period 12061.
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Figure 6: Labour force by educational levels (years of education), 1992-2004 (per cent)
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Source: IBGE, based on PNAD (Brazilian household survegyat

An analysis by cohorts of educational level showdear trend (figure 5): on the one
hand, while the vast majority (50.6 per cent) af thbour force had 1-7 years of education
(basic, but incomplete) in 1992, the level fellrdedically to 37.4 per cent in 2004. On the other
hand, the labour force group with an educationlle¥® to 11 years increased significantly to
reach 40.4 per cent in 2004. A similar, but lessnpunced trend could be observed for the
labour force with no education, which declined, leitthe proportion with higher education
(more than 12 years) increased. This analysis rwosfihe trend towards a labour force with
more years of education.

Table 12: Evolution of the participation rate (%), by gender and location, 1992-2004

Year Total Men Women Urban Rural

Total Men Women Total Men Women
1992 68.2 84.9 52.6 65.7 82.8 50.3 77.9 92.4 62.4
1993 67.9 84.4 52.5 65.3 82.3 50.1 78.3 92.2 63.0
1994 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
1995 68.0 83.5 53.6 65.5 81.3 51.4 78.3 91.6 63.8
1996 65.9 814 51.4 64.0 79.4 50.1 73.8 89.1 57.4
1997 66.7 81.9 52.5 64.5 79.8 50.8 76.1 90.1 61.0
1998 66.6 815 52.8 64.6 79.4 51.4 75.2 89.9 59.4
1999 67.4 814 54.3 65.2 79.2 52.6 77.0 90.1 62.8
2000 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
2001 66.8 80.6 54.1 65.3 78.9 53.2 75.5 89.2 60.3
2002 67.7 80.8 55.6 66.2 79.2 54.6 76.2 89.0 62.0
2003 67.6 80.3 55.9 66.2 78.6 55.1 75.9 89.3 61.1
2004 68.2 80.5 56.8 66.8 78.9 56.0 76.4 89.2 62.5

Source: Author’s calculations, based on IBGE/PNAD (Brazilizousehold survey data).
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Is there another explanation for the growth of l@our force besides demographic
factors? And to what extent did the participatiatercontribute to this growth? In Brazil, the
overall participation rate remained stable betwE@®2 and 2004, at 68.2 per cent (table 12). It
declined during periods of sluggish economic grovailesumably because of a discouraging
effect on workers, but recovered after 2002. Iermational comparisons, Brazil's participation
rate was close to that of the EU-25 (69.7 per @atording to Eurostat, 2005) and higher than
that of India (61 per cent), the Republic of Ko(6a.8 per cent) and Chile (58.6 per cent), but
lower than that of other developing countries saglChina (82.3 per cent), Argentina (71.1 per
cent) and Colombia (74.9 per cent) (ILO, 2005).

A gender analysis shows that the high growth rateeofemale labour force can largely
be explained by a significant increase in the fenpalrticipation rate, from 52.6 per cent in 1992
to 56.8 per cent in 2004, while the growth ratetlud working-age population was less
pronounced. The female participation rate has leemasing in Brazil, but the gap is still
significant. Moreover, the female participatiorerat still below the level in the EU-25 (62.0 per
cent), China (76.2 per cent) and even ColombigD(f8&r cent) and Argentina (59.9 per cent),
although it is above the level in India (36.1 pent}, Chile (40.6 per cent) and the Republic of
Korea (54.0 per cent).In contrast to their malenteparts, the participation rate is much lower
for poor women with a low level of education (0-@as), as they face many difficulties in
entering the labour market, unlike poor men (Abra2t®)4).

While the female participation rate increased, tiahen fell from 84.9 per cent to 80.5
per cent, which may be explained by a higher selgcof the market requiring increasingly
higher levels of education (IPEA, 2006). As expegcthe rural participation rate (76.4 per cent)
continues to be higher than the urban rate (66.8qr&), although it has been declining slightly,
particularly for men, while the overall urban pagation rate has been increasing slightly. In
brief, the main explanation for the high growthtod labour force is demographic, as the overall
participation rate remained more or less stabBraril during the period of analysis, with the
exception of an increasing female participation.

4. Synthesis: Main factors explaining the
overall evolution of employment

4.1. Evolution of employment using the employment s ituation index

For a better understanding of the evolution of @wmplent in Brazil, an overall
employment situation index (ESI) has been congtdjdhis provides an integrated view of the
three elements described earlier in sections 2112¢h The index is based on the one used by a
global ILO study (Ghose, Ernst and Majid, 2008} tentains details of the method. It employs
three indicators, which are considered as the melstvant for an understanding of the
employment situation:

1. The employment ratjevhich is defined as the inverse of the unemploymate®
2. The share of the formal segment in total employmEms indicator reveals whether
formal employment has become increasingly impoitatite economy.

%1 |t facilitates analysis, because, contrary touthemployment rate, it moves in the same directiotha other two
indicators.
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3. Productivity of non-formal workers or output per nker. This indicator gives some
indication of the evolution of the quality of empioent in the non-formal segment of the
labour market?

A fall in the ESI means a decline in the overalb&ygment situation; conversely, a rise
in the ESI indicates, an overall improvement. Défé combinations are possible; for example,
should the employment ratio rise, but the shatbeformal segment fall and productivity in the
non-formal segment be constant, this could medrfahaal unemployment has merely changed
into non-formal employment. Conversely, should share in formal employment rise, but the
productivity in the non-formal sector fall with @rstant employment ratio, the employment
situation may not have improved, but it could digthat a change in legislation has formalized
some of the non-formal employment.

Table 13: Overall Employment Situation Index for Br  azil, 1992-2004

Average annual rate of change (%) Overall employment
Productivity non-formal . Ratio of formal to total ESI
Employment ratio
workers employment
-0.3* -0.38 0.33 -0.18*

Notes. *Statistically not significant. Average annuale®f change is calculated by fitting semi-log diques to time-series data.
The ranking numbers are indexed to the year 1982 Appendix table H for a time series of thesecatdrs and this index). The
ratio of formal to total employment is based ongh@loyment status category definition.

According to the ESI calculated for Brazil, the otyy experienced a slight decline in the
overall employment situation, but this value waiistically insignificant (table 13}.The index
showed that during the period of analysis, thers av@ositive evolution for three years (1993,
1996 and 2002) and near unity for three years.h@mositive side, it should be noted that there
was a slight rise in the share of formal employmantotal employmenrt Nevertheless, the
overall negative result can largely be explainedH®y negative evolution of the employment
ratio. Moreover, although the productivity of thenAfformal segment was slightly negative, its
value is statistically insignificant. Many sectevih high employment, such as family services,
trade, transport, textiles and clothing, perfornpedrly in terms of productivity, while only
mixed sectors such as agriculture, which includemall but highly productive modern segment,
experienced positive productivity growth (see Appenables A and G).

At the same time, we observed a significant risgn@mployment, from 6.4 to 9 per cent
during the period of analysis. What are the undeglyactors of this rather surprising evolution,
which also embraces a declining share of non-foemglloyment and a simultaneous increase in
unemployment? Why should this be happening in emsmwith low social coverage and very
limited active labour market policies?

32 See Appendix table G for the evolution of thestciators.

% These results are more or less confirmed by sirodéculations in Ghose, Ernst and Majid (2008)efEh the
overall employment situation improved slightly. Téraployment ratio was also negative; the ratimail to total
employment was positive but insignificant, and fiomaal productivity was positive but significanthile in our
study, the signs of significance are exactly thpasjie. The slight difference with regard to prddity can be
explained by the fact that more aggregated date weed in the Ghose, Ernst and Majid study thahiinstudy.
Their study defines manufacturing as a formal seatal agriculture and services as non-formal sectahile our
study differentiates between formal and non-forseakors within manufacturing and services.

3 Using the definition of formal employment by pratiuity, the evolution of the formal share is sfitbsitive, but
just very slightly, with 0.0001 and the value atistically insignificant.
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First of all, the increase in unemployment affecdpdcific social groups, which, more
than others, could afford to be out of the laboarket for a certain period of time (long-term
unemployment) while they looked for a good jobyaiith, b) women and c) the better educated,
mostly in d) the urban areas. As we have seenjribenployment rate of women b) increased
strongly, by 3.9 per cent, compared to men (1.5cpat), and this was combined with a strong
rise in the female participation rate. The santeuis for youth (15-24 years of age, argument a),
among whom the unemployment rate rose from 12.I9t8 per cent, despite a declining
participation rate caused by more years spent ucatbn. In developing countries, youth and
women tend to be more likely than adult men toivectamily support while waiting for job$,
and they may choose unemployment instead of infoemgloyment. It was also observed that
the unemployed were better educated (argumenee)figure 2), in particular, the women and
youth. The more educated people seem to want f@lukeir investment in skills development,
and may, therefore, be willing to dedicate moreahefir own time and resources to finding a
good, formal job than accepting informal employmdifte last argument d) refers to the rising
urbanization of unemployment. Urban unemploymerttigh and increased strongly from 7.9
per cent in 1992 to 10.3 per cent in 2004. Thenul@laour force is generally more educated than
the rural labour force. Moreover, in urban arebmay be easier to find additional sources of
income (e.g. social transfers) than in rural areas.

Secondly, the increase in short-term unemploynvemch is related to precarious forms
of employment, may have been as a result of a ehangthe structure of non-formal
employment. During the period of analysis, Braxp&rienced a decline in the share of the self-
employed from 35.7 per cent to 31.5 per cent, vdtetiee share of non-registered wage earners,
who may have precarious jobs and enter and exiabwair market often, rose from 21.8 per cent
to 24.1 per cent.

Figure 7: Evolution of unemployment, employment and the labour force, 1992-2004
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Source: IBGE/PNAD (Brazilian household survey data).
Note: The left axis represents employment and labouefdhe right axis unemployment.

35 Own calculation based on IPEA, 2006.
% See Ghose, Ernst and Majid, 2008.
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Figure 6 illustrates this evolution quite clearly. was during the mid-1990s that
unemployment increased significantly and it remaiabout 50 per cent higher after 2000 than
in 1992. At the same time, the gap between theulafmvce and employment increased, while
growth rates of formal employment and the labotwdaemained quite similar.

Labour supply provides a partial explanation foe tmsatisfactory evolution of the
overall employment situation. While employment greatisfactorily, at 2.23 per cent, it was
below the growth rate of the labour force, at 2d&¥ cent, which continued to rise strongly.
Rising female participation boosted this phenomenonother words, the economy did not
create enough employment to absorb the labour.fédtd@ough total employment creation was
not sufficient, formal employment increased mornthon-formal employment (2.55 compared
to 1.98 per cent), which explains the growing sladifermal employment.

We then examine the demand side factors and, ficyar, the role of economic growth
in the evolution of employment. On average, theopleof analysis was characterized by slow
growth and considerable fluctuations in GDRhis was the result of several economic crises
that affected domestic investment negatively. Nizebess, at 0.59, the employment elasticity of
the formal segment of the labour market was radtinigh. The relatively strong, labour-
intensive nature of economic growth mitigated tlegative effect of its low level. Figure 7
shows that the evolution of the overall employnsttation (ESI) has been strongly influenced,
by the evolution of economic growth, with the exoap of the turmoil period of 1993 to 1995.
Negative economic growth worsened the employmématsdn, as observed in the period 1995-
1998, while strong growth improved it (1999-2008@)longer time series would certainly have
shed more light on this issue. As demonstrated gglitx¢ period encompassing the Real Plan,
1992-1997, was characterized by low employment tjroand relatively high labour
productivity, when economic growth was rather vt@athis can be explained by the fact that
economic opening and privatization of public entegs (as well as exchange rate appreciation)
led to new forms of more effective productive awinanistrative management, as well as the
introduction of new technologies. The companiesl ua¢her defensive cost-reducing strategies
and concentrated more on mergers and acquisiti@msihvestments in new production plants.
As a result, this period led to rises in produtyidut was less favourable to employment.. The
end of the 1990s until 2004 was, however, chanaetkrby an acceleration of employment,
particularly formal employment, combined with lowogductivity. This corresponds to a time
when economic growth began to stabilize and the@woec reform and industrial restructuring
process was more or less concluded. Moreover gaatian of real wages and a low exchange
rate favoured the expansion of labour rather tlaoital during the end of the 1990s. We may
also assume a structural shift towards higher lalmensive sectors. Appendix Figure B shows
that after a decline between 1995 and 1997, emm@oymtensity took in the formal segment of
the labour market.

3" The GDP growth rate was 2.5 per cent (in consteal currency) and that of GDP per capita wasjusiper cent
during the period of analysis, compared with A®amerging countries that had an average growttofatere than
5 per cent.
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Figure 8: Economic growth per capita and the overal | employment situation, 1992-2003

0.07

0.06

0.05 /\\
0.04

0.03 +

0.02 -

0.01 | r\
ol N/ N N/ N_
001 1993\ <97 / 1095 1996 \q97 1998 19){ 2000 2001 20(}\ 2003

-0.02 |

-0.03 |

-0.04

‘—GDP grow th === ES| change ‘

Source: For ESI Index, see Appendix, Table H; real GDP ghawte in Reais: author’s calculations,
based on World Bank, World Development Indicators.
Note: ESI change shows the change of the Index from eaetg another and is calculated in the same w&Pds growth.

4.2. A special gender focus: The evolution of the g ender inequality gap

Section 3 has already demonstrated that the fdatadeir force increased more than the
male labour force, and that it rose by even maaia the female working-age population. This is
largely explained by the steady rise in the ferpaldicipation rate during the period of analysis,
from 52.6 per cent in 1992 to 56.8 per cent in 2(@Ble 12). The educational level of the
female labour force also rose and the average nuaibegars in education was higher for the
female labour force (8 per cent) than for the ntatb@ur force (7 per cent). According to IPEA
(2006), the higher female participation was maithlg result of cultural and socioeconomic
changes, as well as structural modifications ineib@nomy. In Brazil, barriers to labour market
entry of a non-economic nature have been reduagthane is now a greater need for women to
supplement family budgets.

On the labour demand side, in 2004 there was a&tilvide gender gap, with an
employment rate of 75 per cent for men comparédtper cent for women (Appendix table D).
Nevertheless, this gap, defined as the female gmaot-to-population ratio divided by the
male one (table 14), narrowed by 7 percentage gdiram 0.60 in 1992 to 0.67 in 2004; over
the same period, the employment rate for womereasad by almost 2 percentage points, while
the male rate declined. Unlike the urban areathdnural areas the employment rate for women
declined by 1.3 percentage points, but this wastlesn the drop in the male employment rate,
which fell by 2.4 percentage points. This caussliigat narrowing of the gap, from 0.67 in 1992
to 0.68 in 2004. Traditionally, the employment gemdap has been higher in the urban areas,
but it declined sharply by 8 percentage points,ar@67 in 2004 it was close to the level of the
rural areas.
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Table 14: Gender gap in evolution of employment (em  ployment-to-population ratio),
by location, 1992-2004

Total Urban Rural
1992 0.60 0.59 0.67
1993 0.61 0.59 0.68
1994 n.a. n.a. n.a.
1995 0.63 0.62 0.69
1996 0.61 0.61 0.63
1997 0.62 0.61 0.67
1998 0.62 0.61 0.65
1999 0.64 0.63 0.68
2000 n.a. n.a. n.a.
2001 0.64 0.64 0.66
2002 0.66 0.65 0.69
2003 0.66 0.66 0.67
2004 0.67 0.67 0.68

Source: Author’s calculations, based tBGE/PNAD (Brazilian household survey data).
Note: The gap is defined as the female employment-tafptipn ratio divided by the male employment-to-plagion ratio.

Table 15: Gender gap in evolution of unemployment, by location, 1992-2004

Total Urban Rural
1992 1.46 1.42 1.80
1993 1.41 1.39 1.43
1994 n.a. n.a. n.a.
1995 1.40 1.39 1.23
1996 1.54 1.47 2.11
1997 1.57 1.53 1.75
1998 1.61 1.55 1.92
1999 1.53 1.48 1.75
2000 n.a. n.a. n.a.
2001 1.58 1.52 2.08
2002 1.57 1.53 1.57
2003 1.57 1.52 1.89
2004 1.70 1.62 2.54

Source: Author’s calculations, based tBGE/PNAD (Brazilian household survey data).
Note: The gap is defined as the female employment-tafptipn ratio divided by the male employment-to-plagion ratio.

While the male unemployment rate in 2004 was 6r9cpat, the female rate was 11.8
per cent, i.e. 70 per cent higher (table 15). Gais widened after 1992 (1.46) by 24 percentage
points. The gap, and the widening of the gap, waallsr in the urban areas but very high in the
rural areas and increasing steadily. In 2004, fermakmployment in the rural areas was two-
and-a-half times higher than male unemploymentabydt3 per cent, it was still far lower than
the urban female unemployment rate of 13 per dd@.higher proportion of women among the
unemployed can, in part, be explained by the stgyogith in their participation rate. Another
reason may be that a proportionately larger nurabé&male workers look for formal jobs and
may be willing to wait for jobs for a certain petjgpossibly as they have access to means of
survival, in particular family support (Ghose, Brasd Majid, 2008).
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Table 16: Gender gap by average years of education  of the unemployed, by location,

1992 - 2004

Total  Urban Rural
1992 1.14 1.13 1.29
1993 1.17 1.17 1.33
1994 n.a. n.a. n.a.
1995 1.17 1.17 1.41
1996 1.13 1.13 1.18
1997 1.15 1.14 1.21
1998 1.16 1.15 1.14
1999 1.12 1.12 1.15
2000 n.a. n.a. n.a.
2001 1.13 1.13 1.27
2002 1.08 1.08 1.22
2003 111 1.11 1.18
2004 1.09 1.08 1.17

Source: Author’s calculations, based tBGE/PNAD (Brazilian household survey data).
Note: The gap is defined as the average years of edoazitiemale unemployed divided by average yeaeslo€ation by the
male unemployed.

Unemployed women were better educated than uneewblaoyen, on average by 0.7
years in 2004, or by a ratio of 1.09 (table HJjough this is a deterioration from the earligp g
of 1.14% in 1992. In the rural areas there was a wider gip,17 in 2004, although, overall, this
gap too was narrowing over the period under stad?9(in 1992). The higher educational level
of unemployed women is not a recent phenomenansituiation already existed in 1992.

Table 17: Distribution of employment by sector and gender (per cent), 1992, 1998, 2004

1992 1998 2004

Men  Women Men  Women Men Women
Agriculture 28.9 234 251 18.3 22.5 14.8
Manufacturing 15.9 13.3 14.5 12.0 15.5 12.5
Other industrial activities 1.6 0.3 1.3 0.3 1.3 0.2
Construction 10.7 0.5 12.3 0.7 11.0 04
Trade and repair 16.9 11.8 17.8 13.8 18.8 16.0
Hotels and restaurants 3.4 4.1 3.5 47 3.1 43
Transport and communications 6.0 1.0 6.7 1.3 7.2 14
Public administration 4.8 42 4.6 4.1 5.1 4.5
Education, health & social services 2.7 15.6 3.2 171 3.6 16.6
Domestic services 0.6 15.8 0.8 17.0 0.9 17.3
Other collectives, social & personal services 2.3 5.1 2.9 5.0 3.1 5.9
Other activities 58 48 6.7 54 7.6 6.2
Not declared or defined activities 0.5 0.2 0.5 0.1 0.4 0.1

Source: Author’s calculations, based tBGE/PNAD (Brazilian household survey data).

% The fact that the ratio is greater than one mézatswomen are more unemployed than men. The figuie09
means that women are 9 per cent more unemployadiba.
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An analysis of the distribution of employment bgtee and gender reveals that men are
mostly employed in agriculture, trade and repaanofacturing and construction (table 7
high proportion of female workers are also emplayeagriculture, manufacturing and trade and
repair, but to a lesser extent than men. Howekiergtis a higher proportion of female workers
in domestic services and education, health andalsservices, where their share has even
increased. Thus, there is a higher proportion o than men in service jobs that are, in
general, considered to be low productivity (sed¢ized..1. and Bonelli, 2002), and the situation
has not changed significantly in recent years. gitp@ evolution has been the decline of female
employment in bad quality jobs, such as agricult@ed a rise in their share in formal
employment such as in education, health and seer@ices. Overall, there have been greater
fluctuations in the share of women in employment.

Table 18: Employment of men and women by employment status categories, total,
agricultural and non-agricultural sectors, 1992, 20 04

Total Non agricultural sector Agricultural sector

1992 2004 1992 2004 1992 2004
Men Women Men Women Men Women Men Women Men Women Men  Women

Entrepreneurs 54 1.6 54 2.6 55 1.9 5.7 29 51 0.6 45 0.8
Wage earners ~ 60.6 60.0 624 66.8 69.4 752 69.2 765 39.2 10.3  39.0 10.7
Registered 39.7 36.8  40.3 398 517 474 484 461 104 22 127 3.6
Not registered | 20.9 232 221 269 176 278 208 304 2838 81 263 7.1
Self-employed  34.0 383 322 306 25.1 228 251 206  55.7 892 565 88.5

Source: IBGE, based on PNAD (Brazilian household surveppat

Note: Wage earners include domestic workers. Registesge earners include public servants. Self-emplayeldide own-
account workers, non-remunerated workers and twosking for their own consumption or use. Non-desdaworkers are not
shown in this table.

Women increased their share in various employmeitis categories (table 18). A
positive evolution was their increased share ageprg@neurs, which is mostly formal
employment, and their reduced share in the categjofinon-registered domestic workers in the
non-agricultural sector and self-employed, with lgtger down from 38.3 per cent in 1992 to
30.6 per cent in 2004. In the agricultural sectorregistered wage employment, women
improved their share significantly, from 2.2 pentca 1992 to 3.6 per cent in 2004, even though
it remained low. Their share as wage earners isetely 3.7 percentage poinitait this was
mainly due to their rise in other wage employmaentitvaies that are not registered, in particular
in the non-agricultural sector. The evolution oflen&orkers was less spectacular and showed
fewer, though mainly positive, changes. The shawmage earners increased slightly, but that of
the self-employed, in particular the non-remunekatevn-account workers decreased. In brief,
occupational segmentation persists as a form afidisation. Women are less numerous in
formal jobs and are overrepresented in precarionsm-remunerated activitiés.

Figure 9 shows the general evolution of the gapvéeth women and men with regard to
their respective shares in formal employment. éadly indicates a reduction of the gap by 8

%9 While male workers have maintained a high shammanufacturing and construction, they are signifigaless
present in agriculture. Males are also more prasetnade and repair, both sectors with a high prign of non-
formal employment.

40 5ee also Abramo, 2004; and Kakwani and Son, 2006.
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percentage points to 0.93 between 1992 and 20fd4is). It is striking that the gap between
male and female workers was still very high in 2084en though declining, in the agricultural
sector with a ratio of 0.26 in 199@ght axis).

Figure 9: Gender gap in share of formal employment in total employment, 1992 to 2004
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Source: Author’s calculations, based tBGE/PNAD (Brazilian household survey data).
Note: The right axis refers to the agricultural sedtioe, left to non-agricultural sectors. The gendsgr ig defined
as the female share of formal employment in tatgdleyment divided by the respective value of mabekers.

Income is another important indicator of gendecrihsination (figure 10). Income gap
data (female wage divided by male wage) shows rifisignt gap between female and male
workers. Women earned only 57.6 per cent of malenre in 1992, but after a short rise in the
income gap, it narrowed continuously after 199acheng 66.9 per cent in 2004. Nevertheless,
the gap in income between male and female worlrstii quite large by international
standards, even compared with other countries fim l&america!* However, pure income data
do not reveal income discrimination in a strictsseras they do not show whether women earn
less or more for the same job. Another argumentaexpg the income gap is that women are
working predominantly in different job categoridgan the men. In Brazil, as we have seen,
women are still over-represented in low produgtiand non-formal forms of employment,
which partly explains the income g&pA recent IPEA study (2006) also found that the
persistently high gender gap is mainly due to oatiapal segmentation. Galvez (2006) also
identifies segmentation by job categories as a mragson for the income gap, but during the
1990s, this segmentation was rather stable faovbeall economy. Men received higher salaries,
especially in industry, but also in services. Néhaless, a recent study (Grimshaw and Miozzo,
2003) found that, according to occupational group4999 women in Brazil earned 72 per cent
of men’s wages, with low levels for agriculturalnkers (57 per cent) and high levels for female
workers in transport (105 per cent).

41 According to Abramo and Valenzuela (2006), theraye monthly income of female workers compared atem
workers among the non-agricultural wage earne2®@® was as follows: Brazil: 0.61 (1990: 0.53); émtina: 0.72;
Mexico: 0.71; Chile: 0.65; Colombia: 0.75; Perd:@, Honduras: 0.58; Latin American average: 018®0: 0.59).
The differences are smaller when the gap is cakulilan the basis of average income per hour anthynatonth
(see, for example: ILARanorama Laboral2001).

“2The results are confirmed by IPEA (2006), whicdodbund a narrowing income gap: men earned 1.8& than
women in 1993 and 1.49 in 2004. This is also cowdid by the Inter-American Development Bank (IDB)Q2),
which found wage differentials by gender in 1990:20ad fallen by 1.17 per cent (Mincerian rates).
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Figure 10: Gender gap in evolution of income fromp  rimary job, 1992-2004
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Source: Author’s calculations, based on IPEA, 2006 (derifrech IBGE/PNAD data).
Note: Values are based on constant local currency (2004)income gap is defined as female income divifemale income.

To summarize, a gender inequality gap index has teeeloped. In the first stage, time-
series estimates of the values of each of the thetrted indicators were derived; these are
considered to be the most relevant for understgrgimder discrimination in the labour market,
the income gap, the employment ratio gap and thergtoe ratio of formal to total employment.
The gap between male and female values was cadulat dividing female values by male
values. Their evolution is summarized in tablevi@ich shows a declining gap in income and in
the share of formal to total employment, but angsemployment gap. There is, unfortunately, an
unavoidable overlap between the income gap indicatd the formal to total employment gap
indicator. Non-formal employment, for example,lssely related to low income.

Table 19: Gender gap in the evolution of income, em  ployment ratio and ratio of formal to
total employment, 1992-2004

Year Income Employment Ratio of formal to total
ratio employment
1992 0.576 0.974 0.851
1993 0.554 0.978 0.849
1994 0.573 0.978 0.856
1995 0.588 0.978 0.864
1996 0.626 0.968 0.923
1997 0.621 0.962 0.912
1998 0.638 0.953 0.946
1999 0.651 0.955 0.937
2000 0.657 0.954 0.940
2001 0.663 0.953 0.941
2002 0.670 0.955 0.945
2003 0.662 0.951 0.949
2004 0.669 0.948 0.927

Source: Author’s calculations, based on IBGE, DiretorigR#squisas, Coordenacgdo de Contas Nacionais and.PNA



30

In the second stage, these values were transfom@dndex numbers by setting the
value for the initial year as 1 (in this case h#892). In the third and final stage, a simple
average of the three indices for each of the yeas calculated. This average was then
considered the gender inequality gap index GIGfalhin the GIGI indicates an increase in
inequality against female workers on the labourketamhereas a rise indicates the opposite.

Table 20: Gender inequality gap index (GIGI), 1992- 2004

Average annual growth rate (%) Index (1992 = 100)
GIGI
Income gap Employment Formal to total
ratio gap employment gap
1.61 -0.28 0.98 0.79

Note: All the values are statistically significant.

The indicator confirms the earlier observationanely that the income gap between
male and female workers had narrowed and that mvoreen were in a better employment
situation in 2004 than 12 years earlier. Nevergléhe employment situation was worse for
women than for men, as the former were sufferimgnfrincreasingly higher unemployment
(table 20). Overall, however, women seemed to lsafkered less discrimination in the labour
market in 2004 than in 1992, with a positive amghificant GIGI index of 0.79 percent. This is
an encouraging sign, even though much still nezte tdone to provide them with opportunities
in the labour market that are equal to those edjbyamen.

5. Concluding remarks

Since the 1990s, Brazil has made profound charnges development strategy, opening
up its economy, reducing the role of the state rasctive player and applying restrictive
macroeconomic policies during the period of analy$hese politics should consign the “lost
decade” of the 1980s to the dustbin of history. éfheless, the 1990s and early 2000s were, on
average, characterized by moderate and highly ilolgtowth. The aim of this paper is to
explain the reaction of the labour market to th& eeonomic setting.

This analysis demonstrates that during the perfodnalysis, the overall employment
situation did not improve, but actually stagnatéd:e consider the evolution of formal and non-
formal segments of the economy together, the E&lvsha slightly negative, but statistically
insignificant, evolution of the overall employmaesitiuation. Increasing unemployment and non-
formal employment, especially in the urban aread @among women and youth, remains a
source of concern. Moreover, as Brazil is stillreleterized by a strong dualistic economy and
labour market, the fact that the productivity gapaeen formal and non-formal employment did
not narrow during the period of analysis is rattisturbing.

On the positive side, Brazil experienced a slighe rin the share of total formal
employment, (particularly more recently) and a ey gender gap. Gender inequality in
employment persisted, in particular with regardpportunities, but overall, the gap between
male and female workers decreased. Female labqulysincreased rapidly over the period
under study, which led to higher employment rabes, also to higher female unemployment
rates. To a large extent, women continued to wolaw productivity and non-formal jobs, even
though, on average, they had more years of eductdtian men. Nevertheless, the number of
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women in formal jobs increased to a greater exkamt that of men. Also, the income gap, which
was still high in comparison to international arefional standards, was observed to be
narrowing.

What explains the generally unsatisfactory evolutad overall employment? On the
supply side, this is explained by the ongoing graour force growth and on the demand side,
by the high fluctuation of economic growth and lisv average level during the period of
analysis. Figure 7 confirms the strong correlabbreconomic growth and the evolution of the
ESI, after the turmoil period of the early 1990awever, while employment growth was low
and highly productive until 1997, this trend hascsi been reversed. An additional factor
explaining rising (formal) employment since the2la®90s was a structural shift of production
towards sectors with higher employment intensitg &wer productivity. There is scope for
future studies to investigate this shift in mor¢éadeand to understand the explanation for it, as
well as the process involved.

The challenges facing Brazil's policy-makers areacl they need to reverse the rising
trend in urban unemployment and non-formal employnas a matter of priority, since it is a
source of social conflict in the urban areas. Teguires the accelerated growth of regular
employment, which has, indeed, been occurring rreeuently in recent years. Recent data
paint a more positive picture of the labour markahe declared priority of the President’s
second term in office has been accelerated econgroieth, which, he hopes, may have a
positive impact on the creation of new formal jotaging into account the recent growth in
labour-intensive sectors. Another major goal wdwddto improve productivity, in particular in
the non-formal segment of the labour market, ineortb narrow the gap with the formal
segment. Working conditions and the productivitywairkers in non-formal segments of the
economy are low and need to be improved. Despitenteadvances, the educational level of
Brazilian workers still lags behind that of manhet countries. Upgrading the general skill and
educational level of the Brazilian labour force Idotontribute to greater productivity in both the
formal and non-formal segments of the economy. Aditenal challenge is to improve the
business environment for the self-employed andrfmro enterprises, to help them overcome
the lack of financing, access new technologiesiepiove their skills development. Improving
the quality and overall coverage of social servigeg. health) may also exert a positive
influence on the evolution of productivity in themformal segment of the economy. A
declining gender gap is a positive signal, but nm@eds to be done, in particular to ensure that
women receive the same wages for the same jobsmsamd to provide them with better access
to the same types of jobs as men.
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Appendix

Table A: Productivity and employment by sector, 1992, 2003

Productivity = Employment  Share |Productivity Employment  Share | Av. Productivity
1992 2003 1992-2003

Total 11675 59 251 500 11131 67 334 200 11772
Agriculture 2754 15642 100 26.4% 5150 12711200 18.9% 3863
Mining 15749 261 100 0.4% 20514 245 500 0.4% 13119
Petrol extraction 149240 32700 0.1% 954830 63 300 0.1% 364052
Non-metallic minerals 14823 478800 0.8% 15325 402 500 0.6% 15327
Steel industry 61352 117 400 0.2% 147944 82 700 0.1% 74110
Non-iron metallic industry 45058 57300 0.1% 58721 63 900 0.1% 50300
Other metallurgy products 11410 615800 1.0% 11097 722 500 1.1% 11659
Machines & tractors 30638 433 000 0.7% 52664 640 000 1.0% 37461
Electrical material 33361 140 900 0.2% 18174 119 100 0.2% 24272
Electronic material 38351 112700 0.2% 33137 96 000 0.1% 42737
Automobiles, trucks, buses 40807 85 900 0.1% 42886 76 200 0.1% 58657
Other vehicles 26090 230 400 0.4% 21990 224 500 0.3% 25745
Wooden fabrics 5704 760800 1.3% 6078 913 300 1.4% 6068
Pulp & paper 14786 439 200 0.7% 26476 428 500 0.6% 18942
Rubber 30958 74 900 0.1% 56507 55 000 0.1% 37370
Non-petroch. industry 65980 85100 0.1% 101101 68 200 0.1% 77951
Petrochem. industry 254813 76 600 0.1% 505447 55 700 0.1% 304796
Diverse chem. products 34603 184400 0.3% 46607 150 600 0.2% 37110
Pharmaceutical products 37228 119600 0.2% 32637 117 600 0.2% 42789
Plastic materials 19492 168 200 0.3% 15206 223 200 0.3% 19758
Textile 16805 360 000 0.6% 10898 233 300 0.3% 12451
Clothing 2726 1 498 900 2.5% 2340 1 668 800 2.5% 2603
Footwear 6946 406 300 0.7% 6785 399 800 0.6% 5827
Coffee industry 11392 74 500 0.1% 28063 70 300 0.1% 24161
Vegetable products proc. 18441 322900 0.5% 12235 307 600 0.5% 15055
Meat processing 11768 242 100 0.4% 14786 230 400 0.3% 14545
Milk & dairy products 21755 64 400 0.1% 20666 57 900 0.1% 27070
Sugar industry 14613 91300 0.2% 42317 82 500 0.1% 20580
Refining of vegetable oils 58579 50400 0.1% 70437 35 800 0.1% 52776
Other foods & drinks 11127 669 100 1.1% 9267 624 700 0.9% 11610
Diverse industries 12811 286 800 0.5% 15989 340 700 0.5% 12777
Public utility services 58219 290700 0.5% 103730 242 300 0.4% 84613
Civil construction 12341 3451 200 5.8% 13906 3771400 5.6% 17738
Trade 6655 7748500 13.1% 6169 11296 000 16.8% 6097
Transport 10293 2040300 3.4% 7358 2817 100 4.2% 9084
Communications 50743 172 200 0.3% 135586 269 900 0.4% 94236
Financial institutions 163320 871400 1.5% 66173 817 100 1.2% 65511
Family services 5229 7625200 12.9% 3805 10416900 15.5% 5432
Business services 14072 1687 400 2.8% 13610 3238 300 4.8% 14482
Real estate services 234759 244100 0.4% 269531 257 500 0.4% 343763
Public administration 12907 6279800 10.6% 21077 6 364 500 9.5% 19796
Non merch. private serv. 1516 4657100 7.9% 1620 6 331 900 9.4% 1609
Non-formal share 70.4% 71.2%

Formal share 29.6% 28.8%

Source: Author’s calculations, based on IBGE, DiretorigRigsquisas,
Coordenacéo de Contas Nacionais and PNAD.

Note: The highlighted sectors had below average prodtycgrowth (11675 in 1992 and 11131 in 2003). Tba-
formal share has been calculated by taking 2008gadnd by defining those low productivity sectgghe formal
segment of the economy.



Table B: Evolution of the unemployment rate, by location, 1992-2004

Year

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004

Men

Total
Women

5.4% 7.9%
5.2% 7.3%

n.a. n.a.
5.2% 7.2%
5.6% 8.6%
6.3% 9.8%
7.2% 11.5%
7.9% 12.1%

n.a. n.a.
7.5% 11.9%
7.3% 11.5%
7.8% 12.3%
6.9% 11.8%

Urban
Men Women

6.8% 9.7%
6.4% 8.9%

n.a. n.a.
6.2% 8.7%
6.8% 10.0%
7.6% 11.6%
8.6% 13.3%
9.5% 14.1%

n.a. n.a.
8.8% 13.4%
8.5% 13.0%
9.1% 13.8%
8.0% 13.0%

Rural
Men Women

1.2% 2.1%
1.3% 1.9%

n.a. n.a.
1.5% 1.8%
1.5% 3.1%
1.7% 3.0%
2.2% 4.2%
2.4% 4.1%

n.a. n.a.
1.8% 3.8%
2.1% 3.3%
1.9% 3.6%
1.7% 4.3%

Sour ce: Author’s calculations, based on IPEA, 2006 basel8&E/PNAD data.
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Table C: Unemployed by average years of education, by gender and location, 1992, 1994

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004

Total
6.2
6.4
n.a
6.4
6.5
6.7
6.9
7.1
n.a
7.3
7.6
7.8
8.0

Total

Men
5.8
5.9
n.a
5.9
6.1
6.2
6.4
6.7
n.a
6.8
7.3
7.4
7.6

Women

6.6
6.9
n.a
6.9
6.9
7.1
7.4
7.5
n.a
7.7
7.9
8.2
8.3

Total

6.4
6.5
n.a
6.5
6.6
6.8
7.1
7.2
n.a
7.4
7.7
7.9
8.1

Urban
Men
6.0
6.0
n.a
6.0
6.2
6.3
6.5
6.8
n.a
6.9
7.4
7.4
7.7

Women

6.8
7.0
n.a
7.0
7.0
7.2
7.5
7.6
n.a
7.8
8.0
8.2
8.3

Sour ce: Author’s calculations, based on IPEA, 2006 baselB&E/PNAD data.

Total

4.4
4.5
n.a
4.6
4.9
5.3
5.5
5.8
n.a
5.6
6.1
6.2
6.5

Rural
Men

3.8
3.9
n.a
3.9
4.5
4.8
51
54
n.a
4.9
55
5.7
59

Women
4.9
5.2
n.a
55
5.3
5.8
5.8
6.2
n.a
6.2
6.7
6.7
6.9
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Table D: Evolution of the employment-to-population ratio (%), by location, 1992-2004

Year Total Urban Rural
Men Women Men Women Men Women

1992 80.3% 48.4% 77.2% 45.4% 91.3% 61.1%
1993 80.0% 48.7% 77.0% 45.7% 91.0% 61.9%
1994 n.a. n.a. n.a. n.a. n.a. n.a.
1995 79.2% 49.7% 76.3% 46.9% 90.3% 62.6%
1996 76.9% 47.0% 74.1% 45.1% 87.8% 55.6%
1997 76.7% 47.4% 73.7% 44.9% 88.5% 59.2%
1998 75.7% 46.7% 72.5% 44.6% 87.9% 56.9%
1999 75.0% 47.8% 71.7% 45.2% 87.9% 60.2%
2000 n.a. n.a. n.a. n.a. n.a. n.a.
2001 74.5% 47.7% 71.9% 46.1% 87.6% 58.0%
2002 74.8% 49.2% 72.5% 47.5% 87.1% 60.0%
2003 74.0% 49.0% 71.5% 47.5% 87.5% 58.9%
2004 75.0% 50.2% 72.6% 48.7% 87.6% 59.8%

Sour ce: Author’s calculations, based on IPEA, 2006 basel8&E/PNAD data.

Figure A: Evolution of formal and non-formal employment, 1992-2004
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Sour ce: Author’s calculations, based on IPEA, 2006 baselB&E/PNAD data.




Table E: Evolution of the labour force, by gender and location, 1992-2004
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Year Total Men Women Urban Rural
Total Men Women Total Men Women
1992 65648033 39452227 26195806 50337094 30075284 20261810 15310939 9376943 5933996
1993 66668581 39998917 26669664 51307700 30560865 20746835 15360881 9438052 5922829
1994 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
1995 70082122 41452983 28629139 54476843 31958505 22518338 15605279 9494478 6110801
1996 69802223 41522149 28280074 54897538 32202012 22695526 14904685 9320137 5584548
1997 72032523 42613241 29419282 56546625 33094166 23452459 15485898 9519075 5966823
1998 73778323 43465074 30313249 58079754 33707056 24372698 15698569 9758018 5940551
1999 76219420 44351178 31868242 59809809 34369584 25440225 16409611 9981594 6428017
2000 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
2001 81532913 47119346 34413567 67695759 38551279 29144480 13837154 8568067 5269 087
2002 84591483 48416541 36174942 70465442 39756986 30708456 14126041 8659555 5466 486
2003 86662147 49392068 37270079 72361776 40576523 31785253 14300371 8815545 5484826
2004 89032237 50240140 38792097 74579288 41441306 33137982 14452949 8798834 5654115
Annual growth 2.61 2.10 3.33 3.42 2.83 4.24 -0.74 -0.75 -0.07

Sour ce: IBGE, based on PNAD (Brazilian household survatayl

TableF: Evolution of theworking age population, by gender and location, 1992-2004

Year Total Men Women Urban Rural
Total | Men | Women Total | Men | Women
1992 96275654 46476688 49798966 76625930 36331478 40294452 19649724 10145210 9504514
1993 98153244 47382495 50770749 78525301 37150110 41375191 19627943 10232385 9395558
1994 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
1995 103075326 49655205 53420121 83133459 39293936 43839523 19941867 10361269 9580598
1996 105992975 50995503 54997472 85808367 40538324 45270043 20184608 10457179 9727429
1997 108033627 52047119 55986508 87681549 41477890 46203659 20352078 10569229 9782849
1998 110735450 53332670 57402780 89872711 42477069 47395642 20862739 10855601 10007 138
1999 113100404 54464633 58635771 91780926 43381714 48399212 21319478 11082919 10236559
2000 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
2001 122054182 58486208 63567974 103715816 48885871 54829945 18338366 9600337 8738029
2002 125023490 59938649 65084841 106478360 50205696 56272664 18545130 9732953 8812177
2003 128164935 61479919 66685016 109316480 51602797 57713683 18848455 9877122 8971333
2004 130607746 62371437 68236309 111698412 52502625 59195787 18909334 9868812 9040522
Annual growth 2.63 2.56 2.70 3.29 3.24 3.33 -0.52 -0.43 -0.61

Source: IBGE, based on PNAD (Brazilian household survewagdat
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Table G: Evolution of the productivity of non-formal workers, the employment ratio and
theratio of formal to total employment, 1992-2003
Year  Productivity non-formal workers Employment ratio Ratio of formal to total employment
1992 0.603 0.425
1993 0.037 0.608 0.418
1994 -0.067 0.620 0.419
1995 0.029 0.628 0.420
1996 0.042 0.611 0.423
1997 -0.017 0.617 0.421
1998 -0.052 0.618 0.419
1999 -0.002 0.637 0.412
2000 0.031 0.640 0.421
2001 0.019 0.640 0.430
2002 0.007 0.657 0.428
2003 -0.092 0.662 0.435
2004 0.669 0.444

Source: Author’s calculations, based on IBGE, DiretorigRiesquisas,
Coordenacéo de Contas Nacionais and PNAD.

Figure B: Evolution of thelabour intensity, formal employment, 1992-2003
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TableH: Indexed employment indicators and ESI, 1992-2003
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Year Productivity non formal worker | Employment ratio | Ratio of formal to total employment ESI

1992 1.000 1.000 1.000 1.000
1993 1.037 1.004 0.984 1.008
1994 0.967 1.004 0.986 0.986
1995 0.995 1.005 0.987 0.996
1996 1.037 0.996 0.995 1.009
1997 1.019 0.986 0.992 0.999
1998 0.967 0.973 0.987 0.976
1999 0.965 0.966 0.968 0.966
2000 0.995 0.967 0.991 0.984
2001 1.014 0.969 1.012 0.998
2002 1.021 0.971 1.008 1.000
2003 0.927 0.965 1.025 0.972

Source: Author’s calculations, based on IBGE, DiretorigRigsquisas,
Coordenacéo de Contas Nacionais and PNAD.

Tablel: Evolution of gender inequality gap index and related indexed indicators,

1992-2004

Income Employment ratio  Ratio of formal to total employment  Average
1992 1 1 1 1
1993 0.962 1.004 0.997 0.988
1994 0.994 1.005 1.006 1.001
1995 1.020 1.005 1.014 1.013
1996 1.087 0.994 1.084 1.055
1997 1.077 0.988 1.071 1.045
1998 1.107 0.979 1.112 1.066
1999 1.130 0.980 1.101 1.071
2000 1.140 0.980 1.104 1.075
2001 1.151 0.979 1.106 1.078
2002 1.162 0.981 1.110 1.084
2003 1.149 0.977 1.115 1.080
2004 1.161 0.974 1.088 1.074

Source: Author’s calculations, based on IBGE, DiretoriaResquisas,

Coordenacéo de Contas Nacionais and PNAD.
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CELADE (data accessible viattp:/websie.eclac.cl/sisgen/Consultalntegradidéplicacion=1)
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IBGE online databasemw.ibge.gov.br (including demographic census and limited infaioma
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