SERIE
REFORMAS ECONOMICAS 39

STRUCTURAL REFORMS,
MACROECONOMIC
FLUCTUATIONS AND INCOME
DISTRIBUTION IN BRAZIL

Marcelo Neri
José Marcio Camargo



CONTENTS

Y 5|
I. INTRODUGCTION......c.iiiiioietiteteteeseseseseseseseeseseeeseeeeesesetesesetsssessssssssssssssssesssssssesenesensststestesteestesesssses 7|
PART A. PORTRAITS OF REFORMS AND INCOME DISTRIBUTION.........c.ccoovevereercereee. 9|
Il ANALYSIS OF REFORMS.......c.ocuivitiiitieeeeeteteeeeeeeeeeeeeeeeee e teeaeteeneteeneseeneteeneseesasesneneesenens 9|
[l. ECONOMIC BACKGROUND ........vveeieesssesesesssssesesesssssosososssesssssssssssssssssssssssssssssssesesesesssssssssssssesesasssss 9
1.1 SEADIIZATION ..vviiiiiiiiic ettt sttt e e s sttt e e s sttt e e s sabaeaessabaaeessbbaneessnbenaeass 9

(A I =10 SN o) <Y 110 TP PR T R RO TR U TR TR U TR RO TR TP TR TP TR T TP TP TP U P TP T PP TR P TP U PP TR PTPRT T 10

P DATINGREFORMS .......ooovvevsrersresorsresiorssossressenssessenssesssrssenesnessesnenssnenensenesesnssneesenssnensenenensenes 10
I11. TEMPORAL EVOLUTION OF INCOME DISTRIBUTION ........cocovoveveeeieeeeseeeeeeeeveeevreeenaeaenn 15|
1. DESCRIPTION OF PESQUISA NACIONAL DE AMOSTRAS ADOMICILIO—PNAD......cccooovvviriiiciee e, 15

D. INCOME CONCEPTS AND UNITS OF ANALYSIS .....vviiviiiietiiiitieeeutiesatesssseessssessssesssssessssesessssssssessssessssesessess 15

B, TEMPORAL EVOLUTION OF INEQUALITY ..vuiiiiitiiieiitiie e eeitie e e eetteeeeeetbeeeeseabeeeeaeabeeessaabesesssbenesssbenessnnes 16
IV. INCOME DISTRIBUTION DECOMPOSITIONS.........cccocoiiiiiiieieieiieieeieeieesieesieesieiasnenns 19|
[l. THEIL INDEX DECOMPOSITION.......vevseeoeseeeesreesersesereeserseenssenseessneossesessneessnsessesseeessnenssnessneossneosene 19
1.1 Gross rates of CONTIIDULION ......cc..cocviiiiiiiiiii ittt e st e e staeesraeea 22

1.2 Marginal rates Of CONEITDULION..........ciicuviiiiieeiiiiitiiieisetiii i e sttt sssbeeesssseesssssssesssssssesssssssesesssnens 22

1.3 Gross and Marginal Contributions: RODUSINESS ANAIYSIS. ........eeiviiiiiieciieciie sttt e eiieeeneeas 26

V. THE IMPACT OF REFORMS ON THE RICHES.........ccoooooviiiiiiceeeceeeeeeteeeeeeeree e 27|
1. AGGREGATE ABSOLUTE IMPACT .....ciuuiiiitiiiiutisiteseietesssssssesssssssssssssssssssssssssssssesssssssssssssssessssesassessssess 27

D. PROFILE OF THE IMPACT OF THE REFORMS ON THE RICHES.......cccoiuviiiiiietiieesettiiessettieessentesessssresesssssessssnnns 28

. INEQUALITY DECOMPOSITION EXERCISES .....uvvviiiiuuriieiirreeeiireeeeiiseesesassesesassesessssesesssssesesssssesessnnes 33
TN o O T — 34

B.2 UNIVEISITY GRatlUBLES ......ecveeiieeiiieiiieiieeieeiteeeteesteesteeeseeaseeesseesseesseesssessseasseeseesseessesssesaseesseesseesses 35
PART B. DYNAMIC ASPECTS OF INCOME DISTRIBUTION ........cccovovveeeeeieeereeereeeierraee, 39|
V1. REFORMS, STABILIZATION AND INCOME DISTRIBUTION .......coovoveeveveevrerererernna. 39
1. DESCRIPTION OF PESQUISA MENSAL DO EMPREGO — PME ........cccoouviiiiiiiiiiiiiie e 39

D. AN UPDATED ASSESSMENT OF INEQUALITY ...uvviiiiitiieeiittiieeiestiiesssstesesssssesssssssesesssssesssssssesessssessssssns 39

B. PME LONGITUDINAL ASPECT AND INEQUALITY COMPARISONS.......ccvveiiiiieereiiieieesssseinreeeeereessssennens 40

!, OTHER DISTRIBUTIVE IMPACTS OF STABILIZATION .....cccuviiiiiiuiiieeiitiieeeeeiieeeeeenveeessenbesessesrenessesresessnnns 42




4

VII. MACRO DETERMINANTS OF INCOME DISTRIBUTION:

| A TIME SERIES APPROACH ......oco ittt ettt et e st e e e et e e aaaenassaatenesnnrenesnans 53|
1. INCOME DISTRIBUTION DETERMINANTS .....cciiiieiieieeeeeeeeeeeeeeesseeeeeessneeeeesnnneeeessnneeesssneeesssmneeeessnes 53
D . UNEMPLOYMENT ...ttt ettt e et e et e e et e e e et e e e et e e e et e e e aeeeenaneneenannenennanns 59
B, IINFLATION L..uuvttiiiieesseieetetteteeeessseesseseessesssssassesessseessssasteseessesssessssteeessseeanesansbeeeseseesnessssbesesssesssessssrens 60
d, REAL INTEREST RATES.....vieeiieeeeeeeeeeeeeeeeeseeeeesnmeeeeessneneeesnnneeeessnneeesssnnneesssnnreeessnneseessneeesssmneeeessnes 60
B, IVIINIMUM WAGES. ...ttt e e et e e e et e e e et e e e et e e e an e e e naenennanns 61

ML, CONCLUSIONS.........ciitiiitieiiteeeteiete ettt ettt ettt esa et essetessebesesessesesseseseresseseeseresseseasenens 65|

BIBLIOGRAPHY ..ottt ettt ettt et eteseat et aseaseseaseseasentaseneasensarensesensasens 71]

BTATISTICAL ANNEX ...coooiviuiiieiieeeeeteet ettt stee et sets s etstsetsessesesetaessesssssessssssssssssssassessesssassneas 73|
(N R T, 77|




