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1 Introduction

From an economic perspective Brazil is very well known for its unequal income distribution. Only taking into account GDP numbers, Brazil appears to be a fairly wealthy country with a large economy. However, due to the large differences in income there are also many poor people. When the minimum wage was introduced in Brazil its main goal was to make sure that everybody in Brazil was able to buy the necessities needed to survive. Since then a lot has happened with the level of the minimum wage. Especially during the hyper inflation period the level of the minimum wage was badly affected. 

Besides income inequality, Brazil has another important phenomenon, namely a large informal labor sector.  Since the minimum wage is only binding in the formal sector, an important question is whether the introduction of a minimum wage really reaches the poor and if such a policy indeed decreases poverty levels. 

This thesis investigates what happens when the minimum wage changes, using the following research question:

“What is the effect of the real minimum wage on the poverty level in Brazil?”

In the following sections, this question will be answered step by step. The section hereafter briefly discusses the general picture of the economy of Brazil and what happened in the last few years. In order to say something concerning the poverty level, the different poverty definitions have to be studied. This is done in the third section. By doing so, a better understanding of the concept of poverty will emerge. This will also make it possible to choose a definition, which is necessary to be able to measure the effect of the minimum wage on the poverty level. Section 3 also answers the sub question ‘Who are the poor in Brazil?’. Section four is a description of the history of the minimum wage in Brazil of the last few decades. Furthermore it explains how the labor market in Brazil works and what the characteristics of the minimum wage earners are. If we lay the trend of the minimum wage next to the trend of poverty that is described in section 3, it becomes visible whether there is a similarity between the two trends and thus a better chance of finding an effect of the one on the other. To back up this possible influence, we map the characteristics of the poor to see if they match with the characteristics of the minimum wage earners. This possible effect is tested in the last section by a regression analysis. 

2 General Economics Brazil
The economy of Brazil accounts for 10% of agriculture, measured in terms of GDP. An important reason for this percentage is that Brazil has a comparative advantage concerning some agricultural products, like coffee, soybeans and sugar. Even more important for its economy is the industrial sector, which accounts for 40% of Brazil’s GDP. The sector is this large because of the import-substituting industrialization that was initiated after the Second World War by the Brazilian government as a policy to give the economy a positive incentive. The policy was a success and led to a booming economy for 35 years and a well developed industrial sector. A policy of trade protection attributed to the success (Brazil had one of the most closed economies of the world) as well as the promotion of direct investments into the industry sector and the size of the domestic market that made sure that the industry could produce large quantities
.

In the second halve of the 1980’s it became clear that Brazil had a large public deficit and that this would become a problem in the future. The result, hyper inflation, presented itself in 1986 and was enforced by the constant indexation of prices and wages. To bring inflation to an end five plans were subsequently implemented, including four currency changes. Unfortunately, these plans were unsuccessful in their efforts to stabilize the economy. An important reason for the failure was that these plans did not try to solve the causes of the hyperinflation. After this period of struggling the Real Plan, established in 1994, was finally able to successfully defeat the problem of inflation
.

When the economic growth started to slow down the import-substituting model had to be evaluated. Brazil chose a different policy direction in the beginning of the 1990’s, namely a policy of trade liberalization instead of protection. The import tariffs were lowered (on average from 32% to 14%) and this had a positive effect on areas like the consumer goods sector, service sector and some parts of the agricultural sector. It also caused an increase in labor productivity competition, which had a negative influence on the labor-intensive industries. These industries lost some of their market share to countries like China and India
. 

In the recent history of Brazil there have been problems with the public debt and inflation. This still has an influence on current borrowing costs, because it causes uncertainty about the instability of the Brazilian economy in the future. Another problem that arises because of the troublesome economic history of Brazil are the heavy corporate taxes. These taxes became effective in order to be able to finance the public dept service burden. The export industries suffer from this and therefore they are less capable of competing with the rest of the world and they lose part of their comparative advantage. Under investment is also a difficulty in Brazil’s economy. This is a result of bad quality of infrastructure, which also leads to higher costs for the firms that make use of transportation
.  

The labor market in Brazil has a very complex union structure. Workers in rural areas join local unions to represent them. In accordance with the Brazilian labor law it is not possible for a municipality to have more than one union
. To be able to make a difference and to create bargaining power, the local unions form federations at the state level. At this level there is also more room for specialization so the organization is divided into specific areas such as policy, education or legal rights. This gives the unions more power, because due to the specialization they have a lot of knowledge. In practice this is therefore the level from which the bargaining is done. Another reason for this is that the federations stand for a whole professional category from a certain state and this also creates a lot of bargaining power. These separate federations are connected at the national level by the Confederação Nacional dos Trabalhadores na Agricultura (CONTAG)
.


Workers in urban areas have a similar union structure. They are centrally represented by the Central Unica dos Trabalhadores (CUT) and the Central Geral dos Trabalhadores (CGT). In both structures bargaining is done in a very centralized way. Therefore, this system makes the labor market rather inflexible
.

3 Poverty in Brazil

Brazil is the 9th economy in the world with a GDP of US$ 492.3 billion in 2003
. The distribution of wealth is however very unequal. This can be concluded from the fact that the Gini coefficient of Brazil was 59.3 in 2001, this is the same level as several developing countries (to compare; the Gini coefficient of the United States was 40.8 and that of The Netherlands 30.9)
. This income distribution makes Brazil one of the most unequal countries in the world. This high Gini coefficient means that some of Brazil’s inhabitants are extremely rich and some are very poor. The poorest 10% in Brazil have a 0.7% share of the total income, whereas the richest 10% have a 46.9% share of the total income
. This extreme income distribution determines Brazils ranking as number 63 on the Human Development Index world ranking list
. 

3.1 Definitions of poverty

During the last century many poverty measures have been developed, adjusted and deleted. Poverty is a difficult concept because it is an idea created by men to make a universal indicator for something that is actually a subjective perception. 

The poverty level of a population can be calculated in several ways. At first, there is the choice to use income or consumption as a measure. Most poverty lines are based on income, while these numbers are easy to find. It would be better though to use consumption numbers. Income has the tendency to fluctuate; in their lives people go through periods of higher income and periods with lower income than their average. By savings and dissavings people try to spread their income more evenly so they are able to consume roughly the same amount throughout their entire life. This spreading causes the consumption pattern to be more stable and therefore a better reflection of the average standard of living than current income
. 

The second choice concerns the subject of the poverty line, namely the individual, family or household. The difference between the family and the household is that a family consists only of those blood related people that live together and a household consists of all the people that live together and share a household whether they are blood related or not. The decision for one of these measurement terms often depends on the specific survey that is used to collect data. When the questions of a survey concern the whole households, than this becomes the measurement unit to determine poverty
. 

Absolute poverty

Nowadays, only a few globally accepted poverty concepts are available. One of the best known definitions of a poverty line is that of the World Bank, created in 1990. The World Bank uses $1 per day per person as a measure of extreme poverty. The moderately poor have an income between $1 and $2 per person per day. Of course one can buy different things and quantities for $1 or $2 in different countries. By using the Purchasing Power Parity this problem is solved. 

Another poverty line is provided by the Inter-American Development Bank (IDB). The IDB uses different poverty lines for different countries. The level of the poverty line depends on the prices and the food preferences of the specific country. The IDB composes a nutritionally sound diet conform the prices of the country. This forms the necessary budget to meet the basic nutrition needs. On top of this comes an amount for the necessary non-food products, calculated by multiplying the food budget with a fixed country specific factor
. 

One of the organizations that have attempted to measure the level of poverty in Latin America is the Economic Commission for Latin America and the Caribbean (ECLAC). In order to calculate this level they created a poverty line for Latin America also using a basic food basket and necessary non-food products. Here the food basket was arranged by looking at the amount of calories and proteins the food contains and the general eating habits of the population. The factor used to account for the non-food goods is one, causing the poverty level to be twice the food budget
.

There are also differences in the way poverty lines are used. A poverty line can be used to show how many people are poor by looking at how many people have an income that is less than the poverty line. This is referred to as the Headcount Ratio (P0). To show how poor the poor actually are the Income-Gap Ratio can be used (P1). This ratio is the difference between the average income of the poor and the poverty line. The Income-Gap Ratio indicates how much the poor lack on average and which amount is needed to lift them out of poverty. A combination of the above two measures is the Poverty-Gap Index (P2). This index is calculated by the Headcount Ratio multiplied by the Income-Gap Ratio
.
When we look at the poverty line of Brazil we can see that the number of poor people have fluctuated through history. Figure 1 shows these fluctuations for the years 1976 until 2004. The Instituto de Pesquisa Econômica Aplicada (IPEA) uses a poverty line which indicates the monthly income per capita of one-fourth of the minimum wage.

From the 1960’s onward the economy in Brazil started to grow. This growth increased in the 1970’s,  which led on one side to a poverty reduction, but on the other side also to an increase in the income inequality
. The growth created possibilities for formal sector employment to increase. As a result poverty levels fell. This situation changed in the early years of the 1980’s when there was a recession. The formal private sector had to carry the burden and as a result of that employment decreased. Most of these employees ended up in the informal sector. The wages in both sectors dropped, although slightly more in the formal sector. Another factor that was important in this period was a drought period of three years in the Northeast region that increased poverty in this rural area
. 

After 1983 the economy grew again and poverty levels decreased strongly. However, the public depth was growing and this led to high inflation. In 1986 the Cruzado plan was implemented to bring the inflation to a halt. In 1987 it appeared that the plan had failed to really conquer inflation
. The average income of the poor decreased as quickly as it had increased and poverty grew again. After 1988 poverty stayed the same on average, which is surprising considering the hyperinflation and the decrease in GDP
. When in 1994 the Real Plan was implemented, as a solution for the persisting hyperinflation, the poverty level decreased with an important amount. From this moment on the poverty level oscillated around the same level.

Relative poverty

Also concerning the population of rich countries one can speak about poverty, in this case relative poverty. Relative poverty means that the income level is below a given proportion of the average national income. The people belonging to this group do have access to all the basic needs, but not to some of the extra’s that are perceived as normal by the rest of the population, like all sorts of recreation
. 

The abovementioned poverty lines are all dichotomous; they suggest that it is possible to make a clear cut between the poor and the non-poor. This is however not the case in reality. A non-dichotomous concept that uses a transition area instead of a line better reflects the reality. This is possible when you compare two or more groups with each other. These can be entire populations of a country, or populations with specific characteristics such as age, the region where one lives or to compare two moments in time. An example of such a non-dichotomous comparison is the first-order poverty dominance criterion which does not use a precisely defined poverty line. Instead it uses a cumulative frequency distribution to compare two populations. Figure 2 compares the income distribution of Brazil in 1976 with 2004. The curve of 1976 is everywhere above that of 2004. So, no matter where a possible poverty line is situated, the population share of 1976 underneath this line is always larger than that of 2004. This leads to the conclusion that the income distribution in 1976 was more unequal than that of 2004. 

The Gini coefficient measures the (in)equality of the income distribution of a country. If the Gini coefficient is 0 than the income is completely equal distributed over the population. At the other end of the Gini scale a totally unequal distribution is presented, which is labelled with 1. The Gini coefficient is also a relative measure of poverty, because if the income distribution of a country is very unequal, this means that some people have a lot and others have very little. Figure 3 shows the Gini coefficient of Brazil from 1976 until 2004. The first 10 years show a small decrease from 0.62 in 1976 to 0.59 in 1986. In this period was also the recession of the early 80’s which did not have a big influence on the income distribution. From 1986 onward the Gini coefficient increases quickly to a high point in 1989 of 0.64. This is the period of hyperinflation and several inflation plans. It is clear that the inflation had a negative influence on the income distribution. One of the reasons for this is that the poor are affected more by inflation than the wealthier people. This is because the higher wages were indexed better and because the poor have saved less. In 1994 the Real Plan was implemented and since then the Gini coefficient has been steady and even slightly decreasing. 

Alternative measures

Apart from looking at the income of people, there are other factors that play an important role in the perception of poverty. One of the reasons for this importance is that if the total income increases, this does not necessarily mean that the situation of the poor has improved. This is not the case for indicators like life expectancy and literacy rate or years of schooling. The Physical Quality of Life Index (PQLI) is an index that tries to combine three social variables in order to create a poverty index. It uses the variables life expectancy, infant mortality and literacy rate, each with a weight of one-third. 

The Human Development Index of the United Nations (HDI) is another attempt to make a more social poverty measure. It combines the social variables education and life expectancy with the variable adjusted income. By doing so it creates a measurement that consists of both a monetary indicator and social indicators. For each variable a minimum and a maximum value are created, which is converted to a scale from zero to one. To find the Human Development Index for a country, the place on each scale is calculated for the variables. Then the average result of the three scales is subtracted from one, the result is the Human Development Index
. 

Amartya Sen also rejects the variable income as a good indicator of wellbeing. He states that wellbeing should be measured as an extend to which people are able to make use of their capacities. According to this believe the poor are people that are not able to take part in certain basic activities and are therefore unable to fully develop their potentials
. 

All of the above poverty indicators are developed by people that do not belong to the poor. Whether or not someone is poor is therefore the opinion of an outsider. If a person does not consider himself poor, then why should society label him as poor? Since poverty is a subjective perception the opinion of the people that supposedly belong to this group should be taken into consideration when making the classification between poor or not poor. This is called the participatory approach. This approach involves the poor actively in determining which factors are significant when determining poverty and how they perceive their own situation
. 

3.2 Who are the poor in Brazil

Age

According to the World Bank, part of the population in Brazil that is affected the most by poverty are children. The most frequent household situation among the poor is a family with young parents and 3 or 4 young children. Of the children between the ages 5 and 17, 25% is poor. The age group that is present the least among the poor are the people of 50 years and older. Of this group only 12% belongs to the poor
. 

Geography

The distribution of the poor in Brazil is not equal across the country. This is very clear to see from table 1. More than half of the poor population lives in the Northeast region (62.7%). A reason for this is that this area has a lot of seasonal employment due to agriculture. The people depending on this work do not have a steady income. Regions with the smallest share of poverty are the more urban areas like the Centerwest (5.0%) and the North (6.4%). 

The PNAD (Pesquisa Nacional por Amostra de Domicílios, a household survey regularly conducted in Brazil
) data shows that the amount of poor in the rural areas is approximately as much as the amount of poor people in the urban areas (rural areas account for 47.5% of the total amount of poverty). The distribution of the non-poor is not even though. This is the reason that the percentage of the population in the rural areas that is poor is higher than that of  urban areas
 (Figure 4).
Household characteristics

The poor in rural areas have somewhat different characteristics than the poor in urban areas. In rural areas the poor have an average of 3.2 children per household. This is twice the number of children a non-poor family has on average. For urban areas this amount is 2.5 for the poor, which is also twice the number of the urban non-poor. Because of this difference in family size, there are relatively more people depending on the salary of the adults with the poor. 

Of the rural poor 60% is not able to read or write (against 40% of the non-poor). 

For both the rural and the urban poor holds that the heads of household are on average younger than the average head of household of the non-poor. What is very clear from the data about urban poor is that non-household heads are not very active on the labor market. Only 20% of them have a job against 40% of the non-poor non-heads. It also shows that almost half of poor household-heads work in the informal sector (this is only 14% among the non-poor). A large part of this group is women (about one-third). Where in rural areas the illiteracy rate among  poor household-heads was 60%, with the urban poor this is about 25%
. 

4 Minimum wage in Brazil
In the year 1936 the legislation of Brazil adopted the law that established the national minimum wage system. Main objective of the minimum wage was to make sure that all official workers were protected against very low wages and thus that they would be able to buy the basic necessities to survive
. 

This is was the initial function of the minimum wage. During time a few more functions have been added to this. One of the new functions is that it can function as a policy instrument against inflation. The level of the minimum wage was connected to the whole social system and so the minimum wage has an influence on the public debt. If the minimum wage increases than the public debt also increases because the expenses of the social system rise. Through the effect on prices, the minimum wage can influence inflation. 

Apart from the fact that the minimum wage is connected to the rest of the social security system, it also functions as a comparison level for other wages in the formal sector. If the minimum wage increases the whole income distribution shifts to the right, because other wages increase as well. This is called the ‘numeraire’ effect. The Constitution made an end to this in 1988 by forbidding the use of the minimum wage as a point of reference for the determination of other wages. The only benchmark function left is that for the retirement benefits, that may never be lower than the level of the minimum wage. The problem that emerges from this benchmark function is that the minimum wage cannot increase if the government does not have room left for retirement benefits to grow
. 

Next to the ‘numeraire’ effect of the minimum wage on other wages in the labour market, the minimum wage has a ‘lighthouse’ function. This means that it serves as a point of reference for the wages in the informal sector. An increase in the minimum wage is often followed by an increase in the wages of the informal sector as well. There are a few channels through which the ‘lighthouse’ effect can influence the informal sector. One of the possibilities is that because of the increased wages in the formal sector a flow of workers from the informal sector into the formal sector comes about due to the improved attractiveness of the formal sector. This is the case in a perfectly competitive labour market. The decrease in informal employers will raise the wages in the informal sector. 

Another channel through which the minimum wage can have an effect on the informal sector could be employers of this sector using the minimum wage as a point of reference, this because of threats of their employees to go to court. Since the labour courts in Brazil are in favour of the employees (Justiça Trabalhista), the informal employees can demand an equal increase in their wage as that of the minimum wage, by threatening to prosecute the employer for not keeping to the binding minimum wage
. This is the case if the unions have a lot of bargaining power. It could imply that an increase in the minimum wage also changes the wage distribution in the informal sector
. 

This scenario does not hold for the self-employed. Research shows that this sector does not really respond to the ‘lighthouse’ effect. They do however increase their wages regularly to keep up with inflation. This gives the self-employed a better position than workers of the other sectors in times of high inflation.

4.1 History of the minimum wage

In 1940 the system of minimum wages was introduced in Brazil. This was preceded by 6 years of preparation of minimum wage laws and regulations. Since its introduction the minimum wage system has been adapted several times
.  

Because the initial function of the minimum wage was to make sure that people are able to buy the basic needs, the level of the minimum wage was in the beginning the same as the price level of these needs. Due to a difference in purchasing power between the different regions in Brazil, the minimum wage was fixed at varying levels across the 20 states and 2 territories. The minimum wage also made a distinction between age and sex; it was lower for women than for men and lower for younger workers than for older workers. 

In 1946 the idea of basic needs changed. Instead of the worker, the whole family became the object of the minimum wage. The wage had to be sufficient to provide a family with their basic needs. This was the accepted concept for a long time, until in 1988 the basket of basic needs was expanded
.

In the 1940s and 1950s the level of the real minimum wage fluctuated considerably due to infrequent adjustments. The real minimum wage reached its high point in the 1950s because of the after world war two economic boom. This was characterized as a period in which unions had a lot of power and the workers had a high productivity. This period was followed by a recession at the beginning of the sixties, which caused a decrease in the real minimum wage. Around the mid sixties the government of Brazil changed in a dictatorship. The belief arose that wage increases caused inflation. This caused a slowdown in the increases of the minimum wage and a limited role for the unions
. 

In the 1970s the stability returned. The minimum wage now follows the changes in the consumer prices. After a period of regional convergence of the divided minimum wage in the early eighties the time was there in 1984 for a national minimum wage. A year later was the end of the military dictatorship, this freed the way for the Constitution to revise the content of the basic needs basket. They added amongst others hygiene and educational costs
. From 1976 until 1982 the real minimum wage stayed roughly the same, slightly above the R$ 300 (Figure 5). After 1982 the real minimum wage starts to decrease. When the national minimum wage is introduced it starts to rise again. From the end of the dictatorship five different stabilizations plans to fight the hyperinflation followed. This started with the Plano Cruzado in 1986 containing increases of the minimum wage bi-annually of 15%. The increase that started in 1984 continues, but when the Cruzado plan fails there is another drop in the level of the real minimum wage. In 1987 the Plano Bresser froze the minimum wage for 3 months followed by monthly indexation. Again a small rise in the real minimum wage level is visible. This was followed by the Plano Varo in 1989 and again the wages were frozen. Although the wages were indexed again after four months, the real minimum wage was 45% lower when the next plan (Plano Collor) started in 1990. Now only the wages up to three times the minimum wage were indexed. Plano Real in 1994 was the final attempt to bring hyperinflation to a halt. Because of this the real minimum wage started to increase again and was able to keep this ascending line until today. From this time on forward the wage is annually adjusted to inflation.

4.2 The minimum wage versus the formal/informal labour sector

In Brazil the number of the poor that work in the formal sector is rather small (15 %). The result of this is that social policies such as the minimum wage have a limited effect on poverty as long as they are directed towards the formal sector. It is however possible that these policies have an indirect influence on the informal sector as well. For the unemployed applies the same. This number is also small among the poor; only 5% of the poor in Brazil is unemployed. The informal sector is often considered as the less desired in comparison with the formal sector because of the lack of social protection by the social security system, but it can be a conscious choice for a worker if the benefits of the social security system do not way up against the costs (loss of salary and freedom). This can be the case if the social security system is inefficient or unsuccessful. In Brazil the criterion for the informal sector is whether or not the worker has a signed labour card (carteira de trabalho assinada). Maloney has shown that workers that substitute their formal job for being self-employed (considered as part of the informal sector) on average experience a growth in their earnings. Workers that make this transition the other way around, often experience a decrease in their earnings. This increase in earnings is an important argument in favour of the existence of a rational decision that workers make to move to the informal sector and to give up certain securities
. According to Fabio Veras Soares 40% of the economically active population of Brazil works in the informal sector
.
4.3 Who are the minimum wage earners?

The distribution of the minimum wage among the Brazilian labour force is not equally divided among the different groups of the population. The groups that are dominantly present among the minimum wage earners are women, young adults and people with a low level of education. What is also striking is that the largest part of the minimum wage earners consists not of the main income earners of families, but of secondary wage earners, namely 63.5% is a non-household head, see table 2. A consequence of this distribution of the minimum wage is that the minimum wage earners not necessary belong to the poor families. If this is so than the impact of the minimum wage on income inequality and poverty is rather limited
. 

The table also shows who earn a minimum wage in the urban areas. Somewhat less than half the minimum wage earners is women (44.6%), but the amount of women that is economically active is only 36.9%. This implies that relatively from the amount of women that works a larger part earns the minimum wage than the men do. 

The largest age group that is represented in the minimum wage group consists of the people between the age of 20 and 29. But this group is only slightly larger than the percentage of economically active of this age group (31.12%). These are mostly young parents with young children. 

If we look at ethnicity, we can conclude that white people are less represented in the minimum wage group (44.8) than you would expect from the labour market participation number (58.9). The Mulatto are on the other hand over represented in the minimum wage group (42.4% instead of the 34.6% labour participation)
. 

Also the distribution of minimum wage earners across the country is not evenly divided (table 3). In the biggest city of Brazil, Sao Paulo, the percentage minimum wage earners (18%) is much lower than for example that of the Eastern Region (34.5%), while the economically active population of Sao Paulo is even slightly larger (29.9% versus 24.4%)
.

5 Analysis of minimum wage effect on poverty 

5.1 Direction of the minimum wage effects

Since 1995 the real minimum wage has been increasing. It is important to know who pays for this increase in costs, then we can also see who is benefiting from this increase. There are several possible payers, namely firms, consumers or employers. If the minimum wage increases are not passed on to the consumer prices than the firms have to pay this extra amount out of their profits. The economic theory does not support this possibility. Among highly competitive firms the profits are not large enough to pay these extra expenses. If however there is enough profit available, than chances are still slim that it will be paid out of the profit since there is also a competition for capital; it will move to more profitable possibilities.

Dependent on the level of the minimum wage and the productivity of labor, employment will increase or decrease. As mentioned below, the employment effects are limited. 

If the above two are not influenced by the increase in the minimum wage, than the only possibility left is an increase in consumer prices. Since the increase is valid for the whole country there are no competition disadvantages to raising the prices accordingly. As mentioned earlier in this paper, in Brazil the minimum wage also functions as indexer or numeraire for higher wages. This was forbidden by law in 1988, but is still applied in practice. Through this function an increase in the minimum wage has a larger influence on the wage costs of firms and therefore a larger influence on the prices than for example a minimum wage increase in the US would have
. 
From the results of the research of Sara Lemos (2004) appears that if the minimum wage would rise with 10%, the prices will go up with 0.32% in the short run. For the long run they rise with 2.38%. These numbers are sensitive to the level of the interest rate. Striking is that the overall prices rise and not just the prices of the products produced by minimum wage labor. This is a consequence of the numeraire role of the minimum wage and makes sure that not a specific part of the consumers pays for the increase in the minimum wage, but that all consumers carry the burden. Still the research makes clear that in relative terms the prices from the minimum wage labor intensive products rise more than others 
.

The redistribution effect of the increase in the minimum wage is thus dependent on the consumer behavior of the poor in Brazil. If they consume more than the average on minimum wage labor intensive products it is likely that minimum wage increases harm the poor more than it helps. And if the price increases also trigger inflation than this negative effect is even stronger. Considering the history of hyperinflation of Brazil, this is a plausible threat
.
5.2 Other literature

There has been done some research before this thesis about the effect of the minimum wage on poverty in Brazil. Sara Lemos (2005) tries to measure the effect of minimum wage increases by examining the effect it has on other wages, employment and prices together. The author uses monthly Brazilian household and firm panel data from 1982 to 2000. One of her findings is that increasing the minimum wage raises wages and prices with small adverse employment effects in Brazil. This implies a general wage-price inflationary spiral, where the continuing inflation annuls some of the initial positive wage effects. She concludes that the eventual effect of the increase is very dependent on inflation and that an alternative anti-poverty policy therefore could be to make sure that inflation stays low. This will also create a more stable economy, which is more beneficial than if the initial positive effects are annulled by inflation
.  
Francisco Galrão Carneiro (2003) has done a more general investigation towards the way the labor market of Brazil influences the poor. The reason for this research was the debate in Brazil about the functioning of the Brazilian labor market. His main conclusion is that on a macroeconomic level the labor market is relatively flexible. By looking at the employment level of the last decades of Brazil this is apparent because it shows growth during recessions and booms. On the microeconomic level the labor market shows a different picture; the increase of the informal sector and the quickness by which people change jobs indicate towards inflexibility
. 

Another study that has looked specifically at the size of the poverty reduction caused by the increase of the minimum wage is done by Corseuil et al. (2000). This study looks at the changes in the period between 1995 and 1998 for the six important urban areas of Brazil, but only looks at the changes in the poverty level for those people that stay employed. It thus does not include the people that lose their job because of the wage increase. They find that poverty decreases by 4% if the wage is increased with 10%
. 

Neri et al. (1999) have researched the same, but through a different method, namely they look at the effect of a minimum wage increase on particular groups of employees from the formal and the informal sector for whole Brazil. For this study also applies that it does not take into account the employment effects. Conclusion of this study is that an increase of 43% of the minimum wage decreases poverty with 6%
. 

The difference between this thesis and the already available literature about the effect of the minimum wage on poverty is that it looks directly at the changes of the minimum wage between 1976 and 2004 and combines this with the trend of the different poverty definitions to see whether there are similarities in the trends. By doing so the changes in employment are also taken into account, because these are incorporated in the poverty measures. 

According to Brown (1999, p. 2157) this thesis falls right into the largest and most important gap in the minimum wage literature and therefore is a contribution to the discussion of the minimum wage effects. This is because the non-US minimum wage literature is in short supply and it therefore forms a supplementary input to the understanding of the workings of the minimum wage in developing countries
. 

5.3 Methodology
The level of the minimum wage in Brazil has changed during the last decades. To discover the effect this has on the poverty level this thesis assumes a time-series study. Such a study has as advantage that it includes all sectors (the informal as well as the formal and the self-employed) in the measurement of the dependent variables. It also includes the people that become unemployed because of an increase in the minimum wage. 

There are also some disadvantages that belong to time-series studies. Of course the minimum wage is not the only thing that changes over the years. Other factors in the economy change as well. If we assume a ceteris paribus situation, we would expect poverty to stay the same over time if the minimum wage stays constant. Unfortunately, it is not possible to test this assumption.

Another disadvantage that is related to the one above is that often a minimum wage increase is not done at an arbitrary moment in time. It is more convenient for a government to increase the minimum wage when employment shows an ascending tendency. This may lead to unclear relationships between the various variables however. It is therefore important to be aware of the policy of the government concerning the minimum wage
. 
The following equations will be used to determine the effect of changes in the minimum wage on poverty in Brazil:

1. Yt = β0 + β1 · RMWt + εt
Yt represents a measure of poverty or income distribution in year t, the explanatory variable is RMWt, which is a measure of the real minimum wage in period t. εt represents a stochastic error term.

2. Yt = β0 + β1 · NMWt + εt
In this equation the independent variable is NMWt, which is a measure of the nominal minimum wage in year t. 

3. Yt = β0 + β1 · Log RMWt + εt
4. Yt = β0 + β1 · Log NMWt + εt 

Following, the same relations are tested, but this time we look at the changes in the minimum wage in terms of percentages. This is done by taking the logarithm of the two minimum wage measures. 

5. Yt = β0 + β1 · NMWt + β2 · It + εt
The last equation shows what happens with the nominal minimum wage effect if inflation (It) is taken into account. 

5.4 Results

From the results of the regression analysis appears that there is a negative correlation between changes in the minimum wage and the poverty measures. This conclusion can be drawn even though not all the regressions are significant, because the coefficient is negative for every variable. The only exception is when poverty is measured by the headcount-ratio according to the $1 per person per day poverty line of the World Bank in combination with the real minimum wage. The problem with this measure is that there is only data available for 17 cases, which is a lot less than the 25 cases that are used with the other variables. Since this is the only variable that has a positive relation with the real minimum wage it is not very reliable. 

When we look at the course of the real minimum wage and the headcount ratio according to the national poverty line between the years 1976 and 2004, we can see that the level of the real minimum wage has decreased (for a large part due to hyper inflation) but that the headcount ratio has stayed the same on average. Only after the introduction of the Real Plan a permanent reduction in the headcount ratio has appeared. In spite of problems with the inflation and the reduction in the real minimum wage, the headcount ratio did not really increase. From the regression analysis a negative relation between the real minimum wage and the headcount ratio becomes clear. Since R square is 0.000, there is actually no correlation between these two variables. From the regression analysis with percentage changes in the real minus wage (logarithm) follows the same result. If we look at the relation between the headcount ratio and inflation, the regression shows that in this case there is a significant correlation. The coefficient is positive, what means that if inflation increases the number of people under the poverty line also increases. This is an affirmative of what is thought; that the lower incomes experience a negative impact from inflation, because they are indexed to a lesser degree as the higher incomes are.

The poverty line of the World Bank lies somewhat lower than the national poverty line of Brazil, namely at $1 per person per day. From the course of this headcount ratio we can see what has happened with the extremely poor. If we compare the courses of the two headcount ratios we can see that the consequences for the extremely poor can be different from the consequences for the larger group of the somewhat less poor. At the first fall of the real minimum wage we see an increase in the World Bank headcount ratio. The real minimum wage decreases at first but shortly after recovers a bit. The headcount ratio shows exactly the opposite. The number of poor increases at first and decreases afterwards. From this a negative relation can be concluded. Then the real minimum wage decreases further, but now the headcount ratio decreases also. This is a period in which the inflation increases enormously. Hereafter the minimum wage decreases some more but the headcount ratio increases, whereas inflation decreases, therefore it is also possible that the time of adoption was longer, which causes the impact to be visible a while later. On average a decreasing line is visible for the headcount ratio. From the regression analysis a positive relation between the headcount ratio and the real minimum wage becomes clear, but here too the R square is very small. This would mean that the impact of the changes in the real minimum wage is different for the extreme poor in comparison with the people with an income just above the extreme poverty level. The coefficient found for this group concerning the relation with inflation is positive, so the impact of inflation on the extremely poor is approximately the same as it is for the less poor.

The poverty gap measured by the World Bank follows approximately the same pattern as the headcount ratio. The relation between the poverty gap and the real minimum wage is negative, but not significant. The intensity of poverty therefore gets worse when the real minimum wage decreases. With inflation there is again a positive relation visible.

In the first part of the measured period the Gini coefficient shows a contrary movement to that of the real minimum wage. The minimum wage increases at first and then decreases, the Gini decreases and then increases. The same holds for the inflation. After this an enormous increase in the inflation follows, accompanied by a fall in the minimum wage and a large increase in the Gini coefficient. This corresponds with the expectation of a negative relation with the minimum wage and a positive relation with inflation. Then a fall of the minimum wage follows, this time however accompanied by a fall in the inflation and a fall of the Gini, which implies that the Gini is influenced stronger by inflation then by the level of the minimum wage. It seems that the Gini has a negative relation with the minimum wage in principle, but that hyperinflation disturbs this connection. From the regression analysis a negative link becomes clear indeed. The income distribution of Brazil becomes therefore more unequally as the minimum wage decreases. This is in compliance with the earlier findings that poverty becomes more spread as the minimum wage decreases. This means that the lower boundary of the income distribution moves to the left. Just as with the other variables there is a positive association between inflation and the Gini.

The degree of inflation that Brazil has known is an important factor of disturbance for the economy of a country and therefore it is very well possible that it acts as an interference in the relation between the real minimum wage and the income distribution or the degree of poverty. Economic models always assume a situation in which all other things are being equal, so that a specific relation between variables becomes visible and explainable. In the case of Brazil, the hyperinflation makes this very difficult. By using the real minimum wage the inflation effect has been corrected, but the impact of a period of hyperinflation goes beyond the changes of the value of goods expressed in price changes. It disturbs the whole economy of a country. 

6 Conclusion

The idea behind the minimum wage was to make sure that every employee would be able to buy the basic needs necessary to survive. The national poverty line of Brazil is based at an income of one-fourth of the minimum wage. About 15% of the population of Brazil has an income that is even below this level. This shows that a lot has to be done to achieve the goal that each person is able to buy the basic necessities. 

The conduction of a regression analysis provides insight into the relations between variables. In this case a regression is done using as independent variables real minimum wage, nominal minimum wage, the logarithm of these two variables and inflation. The object of measurement is to show whether there is an effect of the minimum wage on poverty. The effect is measured for the following dependent variables; the headcount ratio using the national poverty line, headcount ratio using the World Bank poverty line, the poverty gap using the World Bank poverty line and the Gini coefficient.  From the regression analysis becomes clear that there is a negative relationship between the minimum wage and poverty, although the effect is very small. There are a few factors that are in the way of a direct connection between the minimum wage and poverty. One is that the people that are considered to be poor do often not belong to the population that earns the minimum wage. Another important factor is the complex labor market in Brazil, with a very large informal sector and complicated union structures. The period of hyperinflation that occurred in Brazil also has an influence on the results. 

Raising the minimum wage is evidently not enough to get the poor from Brazil out of poverty. More drastic measures need to be taken, like policies that decrease the unequal income distribution of Brazil. 
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The missing years are census years (except for 1994). The annual poverty series are based on the annual household surveys, which are not conducted in census years. 
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The Poverty Line of this figure is calculated by taking the cost of a food basket that satisfies the caloric needs in September 1990 prices and takes into account the differences in the cost of living in Brazil.  
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Table 1 

Distribution of poor by region and area (%).
	Share of total poverty
	Northeast
	Centerwest
	North
	Southeast
	South
	Total

	Metropolitan Core
	3.6
	0.2
	0.4
	1.3
	0.3
	5.8

	Metropolitan Periphery
	2.4
	0
	0.1
	2.4
	0.5
	5.4

	Large Urban
	4.8
	0.7
	1.1
	1.3
	0.6
	8.5

	Medium Urban
	6.6
	0.7
	1.7
	1.9
	1.3
	12.2

	Small Urban
	12.5
	1.2
	2.4
	3.1
	1.2
	20.5

	Rural
	32.7
	2.1
	0.7
	7.7
	4.3
	47.5

	Total
	62.7
	5
	6.4
	17.7
	8.1
	100


Source: Francisco Galrão Carneiro (2003). 

The poverty line used for this table is an income of R$ 65 per month. 

Table 2

Distribution of urban employment by social characteristics (%)

	 
	Economically active population
	Formal sector employment
	Minimum wage earners

	Gender
	 
	 
	 

	Male
	63.1
	63.3
	55.4

	Female
	36.9
	36.7
	44.6

	 
	100
	100
	100

	Age
	
	
	

	10-19
	14.9
	10.3
	20.9

	20-29
	31.12
	35.7
	37.6

	30-39
	25.6
	28.1
	18.8

	40-49
	16.3
	16.5
	12.6

	50-64
	10.5
	8.8
	9.4

	65+
	1.6
	0.7
	0.9

	Education
	
	
	

	Illiterates
	10.6
	5.9
	12.3

	Elementary
	33.1
	26.5
	36.5

	Intermediate
	27.2
	28
	34.9

	High School
	18.7
	24.8
	15.1

	College
	10.4
	14.8
	1.3

	Ethnic
	
	
	

	White
	58.9
	63.8
	44.8

	Black
	5.9
	5.5
	8.7

	Mulatto
	34.6
	30.1
	42.4

	Asian
	0.6
	0.6
	0.1

	Household
	
	
	

	Head
	49.1
	50.5
	36.5

	Non-Head
	50.9
	49.5
	63.5


Source: Ramos and Reis (1993)

Table 3

Distribution of urban employment by region and industry (%)

	 
	Economically active population
	Formal sector employment
	Minimum wage earners

	Region
	 
	 
	 

	South
	14.9
	16.1
	15.8

	Sao Paulo
	29.9
	34.6
	18

	East
	24.4
	24.8
	34.5

	Northeast
	19.6
	14.8
	22.1

	Frontier
	11.2
	9.6
	9.6

	Area
	
	
	

	Metropolitan
	44.5
	50.9
	43.4

	Non-metropolitan
	55.5
	49.1
	56.6

	Sector of activity
	
	
	

	Heavy industry
	10.3
	15.5
	7.9

	Light industry
	9
	11.1
	15.9

	Construction
	7.7
	5.1
	6.6

	Trade
	14.1
	12.1
	17.8

	Financial
	3
	4.8
	0.5

	Transports
	4.9
	5.5
	3.1

	Services
	29.7
	19.6
	30.6

	Public Administration
	13.6
	23.2
	13.7

	Agriculture
	6.5
	2.2
	3

	Others
	1.1
	0.8
	0.7


Source: Ramos and Reis (1993)

Table 4

Results Regression Analysis
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				Incidence of poverty				Share of poor				Share of population				Reduction in poverty		Share of reduction

				1970		1980		1970		1980		1980				1970-1980		1970-1980

		Brazil		51.5		21.5		100		100		100				-58.2		100

		Rural		73.7		41.9		64.2		63.4		32.5				-43.1		65.1

		Urban		33.4		11.7		35.8		36.7		67.5				-65.1		34.7

		North		50.2		23.8		3.3		5		4.5				-52.6		1.4

		Northeast		69.5		38		40.9		50		28.2				-45.3		29.6

		Southeast		39.6		12.5		33.1		26		44.7				-68.5		41.9

		South		49.9		18.4		17.5		14.3		16.6				-63.1		21.6

		Central		51		17.1		5.1		4.8		6				-66.5		5.5
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Sheet1

				Economically active population		Formal sector employment		Minimum wage earners						Economically active population		Formal sector employment		Minimum wage earners

		Gender										Region

		Male		63.1		63.3		55.4				South		14.9		16.1		15.8

		Female		36.9		36.7		44.6				Sao Paulo		29.9		34.6		18

				100		100		100				East		24.4		24.8		34.5

		Age										Northeast		19.6		14.8		22.1

		10-19		14.9		10.3		20.9				Frontier		11.2		9.6		9.6

		20-29		31.12		35.7		37.6				Area

		30-39		25.6		28.1		18.8				Metropolitan		44.5		50.9		43.4

		40-49		16.3		16.5		12.6				Non-metropolitan		55.5		49.1		56.6

		50-64		10.5		8.8		9.4				Sector of activity

		65+		1.6		0.7		0.9				Heavy industry		10.3		15.5		7.9

		Education										Light industry		9		11.1		15.9

		Illiterates		10.6		5.9		12.3				Construction		7.7		5.1		6.6

		Elementary		33.1		26.5		36.5				Trade		14.1		12.1		17.8

		Intermediate		27.2		28		34.9				Financial		3		4.8		0.5

		High School		18.7		24.8		15.1				Transports		4.9		5.5		3.1

		College		10.4		14.8		1.3				Services		29.7		19.6		30.6

		Ethnic										Public Administration		13.6		23.2		13.7

		White		58.9		63.8		44.8				Agriculture		6.5		2.2		3

		Black		5.9		5.5		8.7				Others		1.1		0.8		0.7

		Mulatto		34.6		30.1		42.4

		Asian		0.6		0.6		0.1

		Household

		Head		49.1		50.5		36.5

		Non-Head		50.9		49.5		63.5
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		Share of total poverty		Northeast		Centerwest		North		Southeast		South		Total

		Metropolitan Core		3.6		0.2		0.4		1.3		0.3		5.8
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Sheet5

				Incidence of poverty				Share of poor				Share of population				Reduction in poverty		Share of reduction

				1970		1980		1970		1980		1980				1970-1980		1970-1980

		Brazil		51.5		21.5		100		100		100				-58.2		100

		Rural		73.7		41.9		64.2		63.4		32.5				-43.1		65.1

		Urban		33.4		11.7		35.8		36.7		67.5				-65.1		34.7

		North		50.2		23.8		3.3		5		4.5				-52.6		1.4

		Northeast		69.5		38		40.9		50		28.2				-45.3		29.6

		Southeast		39.6		12.5		33.1		26		44.7				-68.5		41.9

		South		49.9		18.4		17.5		14.3		16.6				-63.1		21.6

		Central		51		17.1		5.1		4.8		6				-66.5		5.5





Blad1

		Area		%

		MG/E. Santo		15.5

		Rio		14.6

		Sao Paulo		6.9

		South		11.8

		North		14.1

		Center		8.7

		Northeast		32.4

		Area		%

		MG/E. Santo		10.5

		Rio		7.5

		Sao Paulo		8.6

		South		11.4

		North		3.5

		Center		3.5

		Northeast		55

		Area		%

		MG/E. Santo		12.7

		Rio		9

		Sao Paulo		21.9

		South		15.4

		North		4.3

		Center		7.1

		Northeast		29.6

				0.5		1		1.5

		Rural		9		32		40

		Urban		5		11		27

		Metropolitan		5		13		22

		Total		6		17		30





Blad1

		0

		0

		0

		0

		0

		0

		0



%

Region

%

Incidence of poverty (%) 
(Share of the population below the poverty line)



Sheet3

		0

		0

		0

		0

		0

		0

		0



%

Region

%

Contribution to poverty (%) 
(Regional share in total number of poor)



		0

		0

		0

		0

		0

		0

		0



Region

%

Contribution to population (%) 
(Regional share of total population)



		0		0		0

		0		0		0

		0		0		0

		0		0		0



0.5 PL

1.0 PL

1.5 PL

%

Percentage of the population living below the poverty line in Brazil (%)



				1976		2004						1		2		3		4		5		6		7		8		9		10

		0		0		0

		1		21.3		27.61				1976		21.3		39.52		56.08		74.36		98.04		129.14		173.59		243.71		387.85		1275.62

		2		39.52		60.61				2004		27.61		60.61		87.46		116.68		151.91		196.66		251.03		342.71		519.97		1453.56

		3		56.08		87.46

		4		74.36		116.68

		5		98.04		151.91

		6		129.14		196.66

		7		173.59		251.03

		8		243.71		342.71

		9		387.85		519.97

		10		1275.62		1453.56





		0		0

		0		0

		0		0

		0		0

		0		0

		0		0

		0		0

		0		0

		0		0

		0		0



1976

2004

Deciles

R$

Income per Capita (average of decil, in R$ of 2001)

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0



		0		0

		0		0

		0		0

		0		0

		0		0

		0		0

		0		0

		0		0

		0		0

		0		0

		0		0



1976

2004

R$

Deciles

Income per Capita (average of decil, in R$ of 2001)

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0



		period		persons under extreme poverty line

		1976		23.12

		1977		16.34

		1978		20.69

		1979		15.93

		1980

		1981		17.28

		1982		17.8

		1983		23.07

		1984		21.76

		1985		18.17

		1986		8.83

		1987		17.13

		1988		20.89

		1989		19.33

		1990		19.98

		1991

		1992		20.03

		1993		20.3

		1994

		1995		15.19

		1996		15.63

		1997		15.58

		1998		14.52

		1999		15.03

		2000

		2001		15.24

		2002		13.95

		2003		16.7

		2004		13.13

		period		Persons under poverty line

		1976		48.23

		1977		39.63

		1978		42.55

		1979		38.78

		1980

		1981		40.84

		1982		41.01

		1983		48.79

		1984		48.39

		1985		42.07

		1986		26.45

		1987		38.77

		1988		43.64

		1989		41.41

		1990		41.99

		1991

		1992		42.17

		1993		43.04

		1994

		1995		35.08

		1996		34.72

		1997		35.18

		1998		33.97

		1999		35.26

		2000

		2001		35.11

		2002		34.34

		2003		39.16

		2004		33.57

		period		Gini

		1976		0.623

		1977		0.625

		1978		0.604

		1979		0.593

		1980

		1981		0.584

		1982		0.591

		1983		0.596

		1984		0.589

		1985		0.598

		1986		0.588

		1987		0.601

		1988		0.616

		1989		0.636

		1990		0.614

		1991

		1992		0.583

		1993		0.604

		1994

		1995		0.601

		1996		0.602

		1997		0.602

		1998		0.6

		1999		0.594

		2000

		2001		0.596

		2002		0.589

		2003		0.581

		2004		0.572





		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0



Year

%

Persons underneath the extreme poverty line 1976-2004 (%)

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0



		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0



Year

%

Persons underneath poverty line 1976-2004 (%)

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0



		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0

		0



Year

Gini

Gini coefficient Income Inequality Brazil 1976-2004

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0




_1216557955.xls
Chart1

		Rural		Rural		Rural

		Urban		Urban		Urban

		Metropolitan		Metropolitan		Metropolitan

		Total		Total		Total



0.5 PL

1.0 PL

1.5 PL

%

Percentage of the population living below the poverty line in Brazil (%)

9

32

40

5

11

27

5

13

22

6

17

30



Sheet1

				Economically active population		Formal sector employment		Minimum wage earners						Economically active population		Formal sector employment		Minimum wage earners

		Gender										Region

		Male		63.1		63.3		55.4				South		14.9		16.1		15.8

		Female		36.9		36.7		44.6				Sao Paulo		29.9		34.6		18

				100		100		100				East		24.4		24.8		34.5

		Age										Northeast		19.6		14.8		22.1

		10-19		14.9		10.3		20.9				Frontier		11.2		9.6		9.6

		20-29		31.12		35.7		37.6				Area

		30-39		25.6		28.1		18.8				Metropolitan		44.5		50.9		43.4

		40-49		16.3		16.5		12.6				Non-metropolitan		55.5		49.1		56.6

		50-64		10.5		8.8		9.4				Sector of activity

		65+		1.6		0.7		0.9				Heavy industry		10.3		15.5		7.9

		Education										Light industry		9		11.1		15.9

		Illiterates		10.6		5.9		12.3				Construction		7.7		5.1		6.6

		Elementary		33.1		26.5		36.5				Trade		14.1		12.1		17.8

		Intermediate		27.2		28		34.9				Financial		3		4.8		0.5

		High School		18.7		24.8		15.1				Transports		4.9		5.5		3.1

		College		10.4		14.8		1.3				Services		29.7		19.6		30.6

		Ethnic										Public Administration		13.6		23.2		13.7

		White		58.9		63.8		44.8				Agriculture		6.5		2.2		3

		Black		5.9		5.5		8.7				Others		1.1		0.8		0.7

		Mulatto		34.6		30.1		42.4

		Asian		0.6		0.6		0.1

		Household

		Head		49.1		50.5		36.5

		Non-Head		50.9		49.5		63.5
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		Share of total poverty		Northeast		Centerwest		North		Southeast		South		Total

		Metropolitan Core		3.6		0.2		0.4		1.3		0.3		5.8
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		Rural		32.7		2.1		0.7		7.7		4.3		47.5
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				Incidence of poverty				Share of poor				Share of population				Reduction in poverty		Share of reduction

				1970		1980		1970		1980		1980				1970-1980		1970-1980

		Brazil		51.5		21.5		100		100		100				-58.2		100

		Rural		73.7		41.9		64.2		63.4		32.5				-43.1		65.1
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		North		50.2		23.8		3.3		5		4.5				-52.6		1.4
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		South		49.9		18.4		17.5		14.3		16.6				-63.1		21.6

		Central		51		17.1		5.1		4.8		6				-66.5		5.5
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				Economically active population		Formal sector employment		Minimum wage earners						Economically active population		Formal sector employment		Minimum wage earners

		Gender										Region

		Male		63.1		63.3		55.4				South		14.9		16.1		15.8

		Female		36.9		36.7		44.6				Sao Paulo		29.9		34.6		18

				100		100		100				East		24.4		24.8		34.5

		Age										Northeast		19.6		14.8		22.1

		10-19		14.9		10.3		20.9				Frontier		11.2		9.6		9.6

		20-29		31.12		35.7		37.6				Area

		30-39		25.6		28.1		18.8				Metropolitan		44.5		50.9		43.4

		40-49		16.3		16.5		12.6				Non-metropolitan		55.5		49.1		56.6

		50-64		10.5		8.8		9.4				Sector of activity

		65+		1.6		0.7		0.9				Heavy industry		10.3		15.5		7.9

		Education										Light industry		9		11.1		15.9

		Illiterates		10.6		5.9		12.3				Construction		7.7		5.1		6.6

		Elementary		33.1		26.5		36.5				Trade		14.1		12.1		17.8

		Intermediate		27.2		28		34.9				Financial		3		4.8		0.5

		High School		18.7		24.8		15.1				Transports		4.9		5.5		3.1

		College		10.4		14.8		1.3				Services		29.7		19.6		30.6

		Ethnic										Public Administration		13.6		23.2		13.7

		White		58.9		63.8		44.8				Agriculture		6.5		2.2		3
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				Incidence of poverty				Share of poor				Share of population				Reduction in poverty		Share of reduction

				1970		1980		1970		1980		1980				1970-1980		1970-1980

		Brazil		51.5		21.5		100		100		100				-58.2		100

		Rural		73.7		41.9		64.2		63.4		32.5				-43.1		65.1

		Urban		33.4		11.7		35.8		36.7		67.5				-65.1		34.7

		North		50.2		23.8		3.3		5		4.5				-52.6		1.4

		Northeast		69.5		38		40.9		50		28.2				-45.3		29.6

		Southeast		39.6		12.5		33.1		26		44.7				-68.5		41.9

		South		49.9		18.4		17.5		14.3		16.6				-63.1		21.6

		Central		51		17.1		5.1		4.8		6				-66.5		5.5
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				Economically active population		Formal sector employment		Minimum wage earners						Economically active population		Formal sector employment		Minimum wage earners

		Gender										Region

		Male		63.1		63.3		55.4				South		14.9		16.1		15.8

		Female		36.9		36.7		44.6				Sao Paulo		29.9		34.6		18

				100		100		100				East		24.4		24.8		34.5

		Age										Northeast		19.6		14.8		22.1

		10-19		14.9		10.3		20.9				Frontier		11.2		9.6		9.6

		20-29		31.12		35.7		37.6				Area

		30-39		25.6		28.1		18.8				Metropolitan		44.5		50.9		43.4

		40-49		16.3		16.5		12.6				Non-metropolitan		55.5		49.1		56.6

		50-64		10.5		8.8		9.4				Sector of activity

		65+		1.6		0.7		0.9				Heavy industry		10.3		15.5		7.9

		Education										Light industry		9		11.1		15.9

		Illiterates		10.6		5.9		12.3				Construction		7.7		5.1		6.6

		Elementary		33.1		26.5		36.5				Trade		14.1		12.1		17.8

		Intermediate		27.2		28		34.9				Financial		3		4.8		0.5

		High School		18.7		24.8		15.1				Transports		4.9		5.5		3.1

		College		10.4		14.8		1.3				Services		29.7		19.6		30.6

		Ethnic										Public Administration		13.6		23.2		13.7

		White		58.9		63.8		44.8				Agriculture		6.5		2.2		3

		Black		5.9		5.5		8.7				Others		1.1		0.8		0.7

		Mulatto		34.6		30.1		42.4

		Asian		0.6		0.6		0.1

		Household

		Head		49.1		50.5		36.5

		Non-Head		50.9		49.5		63.5
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Sheet3

				Incidence of poverty				Share of poor				Share of population				Reduction in poverty		Share of reduction

				1970		1980		1970		1980		1980				1970-1980		1970-1980

		Brazil		51.5		21.5		100		100		100				-58.2		100

		Rural		73.7		41.9		64.2		63.4		32.5				-43.1		65.1

		Urban		33.4		11.7		35.8		36.7		67.5				-65.1		34.7

		North		50.2		23.8		3.3		5		4.5				-52.6		1.4

		Northeast		69.5		38		40.9		50		28.2				-45.3		29.6

		Southeast		39.6		12.5		33.1		26		44.7				-68.5		41.9

		South		49.9		18.4		17.5		14.3		16.6				-63.1		21.6

		Central		51		17.1		5.1		4.8		6				-66.5		5.5





		period		persons under extreme poverty line

		1976		23.12

		1977		16.34

		1978		20.69

		1979		15.93

		1980

		1981		17.28

		1982		17.8

		1983		23.07

		1984		21.76

		1985		18.17

		1986		8.83

		1987		17.13

		1988		20.89

		1989		19.33

		1990		19.98

		1991

		1992		20.03

		1993		20.3

		1994

		1995		15.19

		1996		15.63

		1997		15.58

		1998		14.52

		1999		15.03

		2000

		2001		15.24

		2002		13.95

		2003		16.7

		2004		13.13

		period		Persons under poverty line

		1976		48.23

		1977		39.63

		1978		42.55

		1979		38.78

		1980

		1981		40.84

		1982		41.01

		1983		48.79

		1984		48.39

		1985		42.07

		1986		26.45

		1987		38.77

		1988		43.64

		1989		41.41

		1990		41.99

		1991

		1992		42.17

		1993		43.04

		1994

		1995		35.08

		1996		34.72

		1997		35.18

		1998		33.97

		1999		35.26

		2000

		2001		35.11

		2002		34.34

		2003		39.16

		2004		33.57
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