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1. Introduction

Contrary to what we saw in the past, the Brazilian economy and 

society were little affected by the current international crisis. Gross 

Domestic Product only dropped for two quarters, while formal em-

ployment levels experienced a four-month downturn. As discussed in 

this essay, some fundamentals of the Brazilian economy were critical 

to mitigate the impact on output and labor. A paid off foreign debt, 

trade surpluses that remained unchanged throughout the crisis, a sub-

stantial amount of foreign reserves, low inflation, the reining in of 

the fiscal situation, and near-sufficiency in domestic oil production, 

coupled with ethanol-producing capacity, allowed the government to 

be free to move ahead with its sectoral, infrastructure, social and labor 

policies and to adopt further measures to ensure credit liquidity at the 

moment the international crisis broke out.

The measures adopted by the government to face the crisis avert-

ed a slowdown in output, employment and income growth, yielding 

positive economic and social results in 2009 and 2010, as acknowl-

edged by the main multilateral development institutions and by the 

1  Essay produced for the project What Crisis? Economic Growth, Labor Outcomes and 
Social Exclusion in the “Dynamic South”, organized by ABET/Brazil, CEBRAP/Bra-
zil and IDRC/Canada, which reviews the responses by the Brazilian, South-Afri-
can, Indian, and Chinese governments to the international crisis.
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governments of the developed countries. Brazil’s good economic and 

social performance, second only to China’s, has made the country one 

of the most successful development experiences in this beginning of 

century.

This good economic performance strengthened the domestic mar-

ket, revived investments in infrastructure, and increased the coverage 

provided by the social policies, giving rise to a movement character-

ized by the fall of unemployment, informal work, current income in-

equality, and poverty across the national territory.

These social and economic conditions enhance the capacity of the 

country to meet the challenges of achieving social development with 

job generation and social justice in the present decade. The precari-

ousness of working and social conditions, affecting a large swath of 

the Brazilian population, requires the efforts of both institutions and 

social actors towards setting and conducting the sectoral, infrastruc-

ture, labor, and social policies. Notwithstanding the positive results 

achieved by the official programs and actions thus far, it is necessary 

to recognize the need to further their quality and efficiency, without 

which the opportunity of development with job generation and social 

justice might be lost or only partially leveraged.

This essay analyzes how the country faced the most acute moment 

of the crisis and, still in an environment of international economic in-

stability, the present economic and social conditions of the Brazilian 

economy to leverage its advantages and face the challenges of struc-

turing of the national labor market. The reduction of unemployment, 

informal labor, and the recovery of incomes were the highlights of 

this market’s recent history. However, it bears significant problems, 

whose solution depends on the continuity of growth and the coor-

dinated conduction of the various policy areas. Hence, the unavoid-

able demand that the economic policy should respond to the socially 

agreed-upon goals set for the other policies.

The text is organized in the following way. After this brief intro-

duction, we analyze the recent evolution of the Brazilian economy, 
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underscoring the action of the State as a driver of growth as from 

2006. In item 3 we seek to investigate the relation between economic 

activity and the dynamics of the labor market, particularly labor’s 

quick recovery after the 2008 crisis. Item 4 outlines the characteristics 

of the recent labor and income evolution, with an emphasis on the de-

crease of informal labor and the improvement of income distribution. 

Finally, the last topic concludes by pointing the favorable context for 

facing the great challenges that still remain and possible measures 

that would be necessary to advance labor market conditions.

2. Overall Picture of the Recent Evolution 
of the Brazilian Economy

The recent evolution of the labor market in Brazil is directly relat-

ed to the performance of the economy and the paths taken by the eco-

nomic policy, as well as to the economic and social public regulatory 

bodies. Brazil, after a protracted period of economic crisis, marked by 

low growth rates and high inflation, overcame the inflationary con-

text with the Plano Real (1994), yet adopted a development proposal 

contrary to that responsible for the advancement of industry.

The path taken then, based on the critique of the accelerated expan-

sion strategy phase (1950-1980), denied the action of the State as an 

agent for driving growth and advocated a new approach to integration 

into the world economy, thus opening room for a host of reforms whose 

goal was to adapt the institutionality handed down by the previous 

period to the project to be implemented. With regard to the interplay 

with the globalized world, the Fernando Henrique Cardoso admin-

istration (1994-2002) furthered the trade and financial liberalization 

process initiated in 1990 and forced industrial restructuring. The high 

domestic interest rate and the appreciated exchange drove a growing 

demand to the foreign market and spurred the competition power of 

foreign products and companies interested in the Brazilian market. On 

the other hand, the government set out to change the fiscal regime in 
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an attempt to eliminate, once and for all, public deficit, seen as the core 

cause of inflation. The fiscal policy, driven by the new rationale, lost its 

place as a tool for managing aggregate demand and started to be used 

to guarantee this environment of capital appreciation.

The change in the fiscal regime altered the State structure, tam-

pered with retirement rules and relevant features of fiscal federalism, 

and renegotiated the debt of subnational governments. The subna-

tional governments’ fiscal adjustment program imposed rules for 

indebtedness control, the binding obligation of generating resources 

used in the payment of financial expenses, and the privatization of 

state-owned enterprises and banks, in order to submit states and mu-

nicipalities to the goals of the macroeconomic policy.

These reforms altered the dynamics of Brazilian capitalism vis-à-

vis that prevailing in the previous period. Nonetheless, after the first 

two years of the stabilization, period during which growth rose at sub-

stantial rates, macroeconomic results proved little promising. Rising 

current transactions deficits, caused by the appreciated exchange and 

disorderly trade liberalization, brought back the problem of foreign 

restriction and evidenced the frailty of the road then charted by the 

Brazilian economy.

The crises in Asia (1997) and Russia (1998) underscored the diffi-

culty in sustaining the balance of payments and the foreign exchange 

peg. The threat of a collapse of the foreign exchange regime2 led to 

higher interest rates in an attempt to maintain the flow of foreign 

capital and avert the depreciation of the currency and the subsequent 

risk this posed to the stabilization strategy.

The choice for upholding the foreign exchange regime brought 

about problems of various natures. The expansion of domestic output, 

2  "e Plano Real initially adopted a quotation of R$ 1/US$ 1. In the #rst months 
after the adoption of the plan, the exchange rate reached R$ 0.82/US$1 due to a 
strong foreign capital in%ow. As from the Mexican crisis, in late 1995, the currency 
started to be depreciated in line with the in%ation rate, though not recovering the 
appreciation of the initial phase.
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which had experienced high levels in the immediate post-stabiliza-

tion, lost momentum. Though the economic downturn positively af-

fected the employment rate and the income gains yielded by the fall of 

inflation, it failed to fix the problem of the current transactions’ defi-

cit. Moreover, the high interest rates and expectations regarding the 

depreciation of the currency had an immediate effect on the domestic 

public debt, heavily concentrated on base rate and foreign exchange 

denominated bonds, substantially increasing debt-servicing costs and 

the nominal deficit.

The attempt to uphold the currency proved mistaken, as depre-

ciation eventually came (January 1999). The demise of the foreign 

exchange peg prompted the adoption of the canonical model of mac-

roeconomic policy hinged on a floating exchange rate, a regime of 

inflation targets, and the consolidation of a fiscal policy based on the 

sustainability of public debt. The rise of the nominal deficit put in 

check the rationale of the fiscal policy that had already been in place 

since the threshold of the Plano Real, and the government simply 

deepened it. The agreement signed with the IMF in November 1998 

required the achievement of primary surpluses capable of ensuring 

intertemporal solvency of public debt and crystallized the use of fiscal 

rules with the passage of the Fiscal Responsibility Law (2001). On 

the other hand, the currency devaluation, in spite of the inflationary 

tensions it brought about, prompted the recovery of the trade balance 

and reduced the need for foreign funding.

The change of the macroeconomic policy addressed the problems 

under way, yet neither ensured a recovery of growth nor sufficed to 

overcome the acute setting of economic instability, reflected by inter-

est rate and foreign exchange volatility stemming from foreign con-

straints (current account deficit and lack of foreign currency reserves) 

and funding problems at home. Uncertainty gained momentum with 

the prospect of a win by the opposition candidate (Lula) in the 2002 

elections. A speculative capital movement triggered a flight and the 
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exchange rate rebounded, nearing R$ 4.00 in late 2002, bringing ten-

sion to prices and public accounts.

2.1. The new government

The inauguration of the Lula government, amid the market’s wide-

spread distrust, was marked by expectations of significant changes in 

economic policy steering. Yet, what was actually seen was the mainte-

nance of the macroeconomic policy, with unanticipated levels of fiscal 

and monetary austerity. The command of the macroeconomic policy, 

handed over to a market executive, led the inflation targets regime 

with strong conservatism while interest rates remained high for the 

entire period. The fiscal policy orientation, driven in this first phase 

by an expansionary fiscal contraction vision, advocated for fiscal ad-

justment and increased primary surpluses, as drivers of the economy. 

This proposal left little room for active engagement by the State, and 

the focus was narrowed to microeconomic reforms.

Graph 1 – International Reserves (1), Foreign Debt, 

Current Account Deficit and Trade Balance in Relation 

to Gross Domestic Product – Brazil, 1970-2010

Source: Central Bank of Brazil.

(1) Net.
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In 2003, austerity in the conduction of fiscal and monetary policy 

failed to prompt the recovery of the GDP, as well as that of income 

and employment. Exports became the only dynamic aggregate-de-

mand element. Boosted by the exchange rate, and combined with a 

world economy in expansion and a Chinese-driven hike in commod-

ities’ prices, foreign account results changed. The strong expansion of 

the trade balance allowed Brazil to achieve current account surpluses 

over the 2003/2007 period (Graph 1). Simultaneously, foreign reserve 

volumes grew, which, associated with a drop in public foreign debt, 

allowed the public sector to enjoy the unprecedented situation of hav-

ing negative net foreign debt as from 2007.

Graph 2 – Foreign Dependence on Oil and 
By-products (1) – Brazil, 1991-2010

Source: National Oil Agency.

(1) Apparent consumption minus domestic production.

Moreover, in the second half of the decade Brazil overcame, even 

before operations had started in the deepwater oil reserves, its de-

pendence on imported oil, eliminating the impending risk of bal-

ance-of-payments crisis in moments of strong oil price swings (Graph 
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2). Thus, the favorable behavior of the balance of payments and the 

solving of the foreign debt and oil dependence problems reduced the 
risk of contagion from international crises. That is, the setting of 
foreign restriction, common throughout the history of the Brazilian 
economy and the main gateway for international crises, was no longer 
the inevitable outcome of the turbulences of the world economy. This 
is not about defending the thesis of immunity against credit cycles or 
world crises, yet it is worth highlighting the fact that the critical situ-
ation of the early 1980s or even of the days of the crises in Asia (1997) 
and Russia (1998) stayed behind, while resilience to shifts in the inter-
national setting grew. The resurgence of the deficit in current transac-
tions, beginning in 2008, not only brought back the controversy over 
the effect of an appreciated exchange rate on the industrial sector, but 
also sent a warning signal in face of the rapidly falling trade balance 
and the risk of rising funding needs. However, the amount of foreign 
reserves and the present flow of foreign funds have not pointed to a 
foreign exchange crisis, in spite of the unavoidable effects on the do-
mestic market dynamics.

As from March 2006, greater expenditure stemming from the new 
paths taken by the official policy strengthened the trade balance stim-
ulus. The change of command in the Ministry of the Economy and in 
national development bank BNDES neither changed the conventional 
macroeconomic policy tripod nor affected the conservative monetary 
policy, keeping relevant hurdles for expansionary measures. Howev-
er, four actions designed to strengthen the internal market gained 
substance: i) development-driven policies; ii) the sustained minimum 
wage appreciation policy; iii) social policies, as the family allowance 
program, as well as social security spending; and iv) credit expansion.

The official strategy incorporated a growth target and the State 
once again took up a leading role in driving development. The obli-
gation of rebuilding the engagement capacity of public actors and the 
fiscal and financial measures set in place to sustain investment and 
support private activity was back on the center stage. The domestic 
market, bolstered by the four sources mentioned above, once again 
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took command over growth and ensured GDP dynamics before any 

sign of the international crisis.

2.2. Growth support measures

The policies adopted to spur investment and output sought to 

broaden State actions in support of private sector initiatives and in-

frastructure expenditure. The government once again took up the 

task of designing a plan of action, through the Growth Acceleration 

Programme (PAC), setting spending targets for the various areas. 

Furthermore, it designed a program to support the productive sec-

tor (Program for Productive Development – PPD), by granting fiscal 

incentives to strategic sectors in order to advance industry (Barbosa; 

Souza, 2010).

The idea of drafting plans of action, albeit embryonic and con-

strained by the hurdle represented by a high interest rate, reintro-

duced features of the developmentalist tradition and parted away the 

trend, present since the early 1990s, to delegate to private interests the 

task of bolstering growth. The State set out to foster private investing, 

but retook the responsibility of setting strategy and coordinating the 

implementation of investment projects by strengthening state-owned 

companies and reactivating the power of public banks, especially the 

BNDES, in funding sectoral policies and infrastructure spending 

(Lopreato, 2011).

State-owned companies were valued again and received outlays in 

order to take the place of catalysts of new investments (Petrobras, 

Valec, and Eletrobras). On the other hand, the BNDES took the lead 

in fostering action by private agents, while relying on substantial 

financial support to leverage its fire power. The institution elected 

three basic engagement axes as priorities. First, by reducing private 

risk in productive sectors considered strategic in an attempt to enable 

new investments, laying down a specific model for equity ownership 

in companies operating in the infrastructure industry: Establish-

ment of private-led consortia, with the participation of state-owned 
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companies and state-led pension funds, in addition to the guarantee 

by the BNDES of funding a substantial share of the capital. Second, 

by changing the productive structure, through mergers and acquisi-

tions, in order to increase sectoral concentration and competitiveness 

of national leading companies in the global economy. Third, by stim-

ulating the internationalization of domestic companies, in that Brazil, 

as an emerging power, is under-represented by their presence in the 

world market.

Graph 3 – Net Public Debt and Primary 

Result – Brazil, 2002-2010

Source: National Treasury Secretariat.

(1) Consolidated for all government levels.

(2) Central Government.

The fiscal policy, although not giving up its concern with the solven-

cy of the public debt, put aside the practice of raising primary surplus, 

consistent with the theoretical view advocated by the government until 

then, and favored an increase in public investment. Investment expen-

diture was left out of the primary surplus calculation and became part 

of the growth expansion strategy, deemed essential to keep control of 

the debt-to-GDP ratio. The accomplishment of a higher GDP growth 
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rate ensured a positive fiscal result, as well as a falling GDP/debt ratio 

trend, despite lower primary surpluses (Graph 3).

The satisfactory behavior of public accounts contributed toward 

macroeconomic stability. The good behavior of tax collection enabled 

further incentives and fiscal easing policies in favor of specific sectors 

(shipyards), social programs associated with infrastructure (housing), 

and part of the sectoral policies encompassed by the Program for Pro-

ductive Development. Moreover the government, concerned with the 

effect of the appreciated currency on the industrial sector, discontin-

ued the previous public procurement system and started to give pref-

erence to companies producing locally, plus setting nationalization 

rates for the equipment used in the pre-salt oil exploration.

The social measures further strengthened the driving force gener-

ated by the actions in support of investment and private capital. The 

new order was epitomized by the minimum wage appreciation policy. 

Although the minimum wage had started to be raised earlier, it only 

became an income distribution policy in the Lula government and, 

as discussed further ahead, impacted on the gains of all private sector 

workers and of a significant part of the public sector across the coun-

try’s various regions.

The minimum wage policy also played the role of a conveyor belt 

for the Social Security, by becoming responsible for raising the bene-

fits paid, as a high number of private sector retirees (RGPS) have their 

benefits pegged to the national floor. Additionally, the restructured 

Bolsa Família program increased the amount of social transfers and 

started to reach out to more than 12 million families below the pov-

erty line, spurring consumption in poor regions of Brazil.

Swift credit extension complemented the other actions and was 

a driver of demand, incorporating into the market swathes of peo-

ple who, until then, had been denied higher value-added consump-

tion, with direct effect on those sectors with the highest impact on 

the growth dynamics (automobiles, white line, and homebuilding) 

(Graph 4).



40 Chapter 1 – Brazil

Graph 4 – Credit Operations with Earmarked and 
Non-Earmarked Resources as a Percentage of 
Gross Domestic Product – Brazil, 2001-2011

Source: Central Bank of Brazil. 

The interplay between these policies lent dynamism to the inter-

nal market and sustained domestic product growth, in addition to 

expanded employment and improved income distribution.

2.3. Economic activity and economic policy

The policies set in place ensured GDP expansion and the popula-

tion’s current income; yet, in contrast with the two previous decades, 

growth was not spatially concentrated.3 All of the country’s regions 

presented positive rates for domestic product evolution, with the na-

tional average outpacing the expansion of the southern and south-

eastern areas, while regions with lower relative development grew at 

higher rates, pointing to a process, albeit still incipient, of inclusive 

growth, with improved regional distribution of income (Table 1).

3  For a regionally-based assessment for the last decade, see Cano (2011).
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Table 1 – Evolution of Gross Domestic Product 

Brazil and Great Regions, 1995-2008

Index Yearly Growth Rate

1995 1999 2003 2008 1995-
1999

1999-
2003

2003-
2008

Gross Domestic Product

Brazil 100.00 105.9 116.2 147.0 1.4 2.3 4.8

North 100.00 113.6 137.9 181.9 3.2 5.0 5.7

Northeast 100.00 107.0 117.7 151.9 1.7 2.4 5.2

Southeast 100.00 103.3 110.3 140.6 0.8 1.7 5.0

South 100.00 108.8 122.4 144.6 2.1 3.0 3.4

Center-West 100.00 113.4 133.8 173.3 3,2 4.2 5.3

Gross Domestic Product Per Capita

Brazil 100.00 100.3 104.5 124.4 0.1 1.0 3.6

North 100.00 103.6 115.6 138.6 0.9 2.8 3.7

Northeast 100.00 102.4 108.0 132.6 0.6 1.3 4.2

Southeast 100.00 97.9 99.3 119.3 -0.5 0.4 3.7

South 100.00 103.7 111.5 124.9 0.9 1.8 2.3

Center-West 100.00 104.9 115.1 137.4 1.2 2.3 3.6

Source: IBGE, in partnership with States’ Statistics Offices, States’ Departments 

of Government, and the Superintendence of the Manaus Free Zone – Suframa.

The crisis had limited impact on the Brazilian economy. The 

greatest tension took place in the private sphere. The currency deval-

uation, triggered by a halt in capital flows at the moment of greatest 

stress in the international market, affected a significant number of 

big companies with operations in the derivatives market, which en-

dured multi-millionaire losses and risk of bankruptcy. The banking 

sector, though not presenting a level of exposure similar to that of 
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its international peers, also went through hard times, especially the 

small-sized banks, heavily reliant on inter-bank operations. Lack of 

knowledge about each institution’s actual situation led to a standstill 

in inter-bank operations and posed a risk to the survival of those insti-

tutions dependent on market funding, only averted through bailouts 

from public banks.

On the macroeconomic level, the shock did not have the effect 

of the previous crises (Graph 5), when contracted credit cycles com-

promised foreign accounts and called for financial aid from interna-

tional bodies. The quick recovery of commodities’ prices kept the 

deficit in current transactions flat and did not affect foreign funding  

(Fundap, 2011).

Graph 5 – Annual Growth Rate of Gross Domestic Product 
Latin America (Selected Countries), 1981-1993/2009-2010

Source: ELALC.

The collapse of Lehman Brothers frightened the international 

market and prompted a typical capital flight reaction, and subsequent 

currency depreciation, yet the situation did not destabilize the Bra-

zilian economy. A steady FDI flow, coupled with the Central Bank’s 

firepower – with significant holdings of foreign currency –, showed no 

signs of balance-of-payments risk or problems regarding the foreign 
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funding of the public sector. Still, the highly uncertain environment 

contaminated the expectations of the private agents, brought invest-

ments to a standstill and triggered an economic downturn in the last 

quarter of 2008 and the first quarter of 2009 (Graph 6).

Graph 6 – Annual GDP and Formal Employment 

Growth Rates – Brazil, 2008-2011

Source: Central Bank of Brazil.

The government responded swiftly to the crisis by setting in place 

several public policy instruments. Concerning the economic policy, 

the basic line of action remained largely unchanged. The decision 

of adopting development-driven policies had already been taken in 

2006 and was not discontinued. With the crisis, the hitherto exist-

ing critiques against the greater presence of the State ceased and the 

government was able to get rid of the ties limiting its steps, advancing 

its line of action and adopting specific measures in response to the 

events. Specifically with regard to the fiscal policy, the government 

granted tax reliefs to sectors with broader pre- and post-production 

chains (white line, carmaking, and building materials) for the pur-

pose of curbing a slowdown in consumption.
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Moreover, national economic development bank BNDES created 

a credit line at subsidized interest rates (PSI) in an attempt to recover 

investing after the collapse of late 2008. BNDES actions also proved 

critical in dealing with the crisis faced by big companies, responding 

to capital demand and playing the role of coordinator of the bail- 

outs to distressed companies, thus averting bankruptcies and negative 

expectations.

In contrast, the monetary policy retained the conservative stance 

that characterized the entire Lula administration. The directors of the 

Central Bank raised the base rate on the eve of the collapse of Leh-

man Brothers. Though the Central Bank acted with excessive caution 

by not reducing the base rate in face of the dimension of the inter-

national crisis, it ensured liquidity to the market by reducing reserve 

requirements. On the other hand, the public banks took up the task 

of sustaining credit expansion and occupied the place left void by the 

retreat of the private agents. Simultaneously, public banks gave sup-

port to institutions with cash flow problems, buying credit portfolios 

or capital stakes to prevent contagion in the banking system.

With respect to the social and labor policies associated with the 

generation and protection of current income, the government not 

only kept them in place, but also stressed their importance to sustain 

the domestic market, particularly at a moment when the international 

economy was slowing down.

The prompt response to the crisis and the domestic market’s pre-

vious dynamism enabled growth to recover shortly. The domestic 

product had already posted positive growth rates in Q2:2009 in com-

parison with the previous quarter, in spite of the evident slowdown 

in relation to the previous year. The slightly negative growth in 2009 

(-0.6%) did not affect the ongoing expansion fronts and did not de-

mobilize the economy. On the contrary, the response to the crisis sus-

tained the positive business outlook and allowed for a quick recovery 
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of the economy, with the labor market following the movement of the 

economic activity.

3. Economic Activity and the Labor Market

3.1. Demographic dynamics and economic growth

The rate of recovery of economic growth during the last decade 

was relatively low when compared with those of other emerging coun-

tries and even with that of Brazil in the accelerated expansion period 

(1930-1980). However, though smaller, the recent growth has had, 

on average, relevant impact on job and income generation, which was 

only made possible due to Brazil’s demographic dynamics.

The present growth phase, unlike the previous ones, took place 

with a yearly increase of the Brazilian population by 1.7%, while the 

workforce (the Economically Active Population – PEA) grew at an 

annual rate of 2.6%. Prospects for the coming decades are of a steady 

decline of these population growth rates, while the active to inactive 
age4 ratio is forecast to remain above 1 until the 2030s. Furthermore, 

the countryside-city migration process and across Brazilian regions 

subdued, with greater population retention by regions and a slower 

drop in the population in the countryside. For the present decade it is 

estimated that this population will remain stable at 30 million people 

(Brito, 2008).

4 Inactive population comprises those individuals aged 10-under or 65-plus. 
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Table 2 – Growth of Total Population and 
Workforce – Brazil, 1940-2030

In thousands

Total Population (TP) Workforce (PEA) PEA/TP

Total Urban Rural

1940 41,236 12,880 28,356 14,759 35.8

1950 51,944 18,783 33,162 17,117 33.0

1960 70,070 31,303 38,767 19,081 27.2

1970 93,139 52,085 41,054 29,557 31.7

1980 119,003 80,436 38,566 43,236 36.3

1991 146,825 110,991 35,834 58,456 39.8

2000 169,544 137,697 31,847 79,808 47.1

2010 199,992 170,017 29,974 102,888 51.4

2020 221,450 192,664 28,786 118,784 53.6

2030 238,326 209,872 28,455 132,559 55.6

Annual Growth Rates

1940-1950 2.3 3.8 1.6 1.5

1950-1960 3.0 5.2 1.6 1.1

1960-1970 2.9 5.2 0.6 4.5

1970-1980 2.5 4.4 -0.6 3.9

1980-1991 1.9 3.0 -0.7 3.1

1991-2000 1.6 2.4 -1.3 3.2

2000-2010 1.7 2.1 -0.6 2.6

2010-2020 1.0 1.3 -0.4 1.4

2020-2030 0.7 0.9 -0.1 1.1

Source: Demographic censuses, national statistics office IBGE, and CELADE/

ECLAC.
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The current Brazilian demographic dynamics allows for more sig-

nificant results even in the presence of relatively lower growth rates. 

According to Table 2, the 4.8% growth between 2003 and 2008 

prompted an annual increase in income per capita by 3.6%. Formerly, 

a growth rate this level would not have resulted in significant gain in 

income per capita.

Moreover, it is worth highlighting that the Northeastern Region, 

the less developed and with the most unfavorable social conditions, 

exhibited the highest income per capita growth rate of all Brazilian 

regions. This region’s relatively more significant performance reflects 

a growth pattern that is less concentrated in the Southeastern Region, 

thus potentially capable of dynamically encompassing the whole na-

tional territory. That is, there was a more regionally balanced growth 

process, with the power to provide dynamism to the labor market, 

which resulted in widespread gains for the Brazilian population re-

gardless of region of domicile.

3.2. The crisis and the labor market

The more balanced growth across regions was important to face 

the international crisis, insofar as a less regionally concentrated domes-

tic market dynamics facilitated job expansion and improved current 

income distribution across the population. This happened because, 

at the height of the crisis, investment and income policies sustained 

the domestic market and job generation, preventing a slowdown in 

productive activity for the national economy as a whole.

As pointed out earlier, lower output was limited to three quarters, 

while employment fell for three months only. In March 2009 the for-

mal labor market was once again positive, whereas the economy gave 

its first signs of output recovery in the second quarter of 2009.

The low impact of the international crisis is directly related to 

the favorable setting in terms of economic constraints, that is, stable 

public accounts, no foreign indebtedness, significant foreign reserves, 

positive trade balance, and near sufficiency in terms of oil needs, in 
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addition to the upholding of policies and the adoption of initiatives 

capable of underscoring the importance of the home market in a con-

text of a constrained international economy. The sectoral policies, in-

dustrial and farming, coupled with the social policies, the minimum 

wage, and cash transfers, started to play an even more important role 

in sustaining the economy, while initiatives to expand current credit 

and investments for the productive sector increased. The existence of 

important public banks made it possible for the government to quick-

ly broaden credit supply for the domestic market as well as for exports.

Graph 7 – Quarterly Rates of Gross Domestic 

Product, Formal Employment and Employment-

Output Elasticity – Brazil, 1996-2011

Source: Central Bank of Brazil.

Baseline: Average of year 2000 = 100.

The maintenance of income and credit, coupled with the ongo-

ing sectoral and social policies, was determinant for the limited drop 

in output and employment, besides feeding back into production, as 

happened in the third quarter of 2009, with positive outcomes for the 

labor market.

This result can be easily seen in Graph 7. Output for the third 

quarter of 2009 was the same as that of the same quarter of 2008. In 

contrast, the employment level reached in the second quarter of 2009 

was already the same as that of Q3:2008. The continuous expansion 
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of output caused an equal movement in the employment level, favor-

ing a reiteration of output-employment elasticity around one. That is, 

the virtuous production/employment/income cycle was quickly reac-

tivated, even in the face of an international economic context marked 

by exacerbated instability and huge restrictions to resume growth in 

the developed countries.

The positive results of output, employment and income in a con-

text of serious international crisis made of Brazil an example of eco-

nomic and social success during the 2008/2010 period. However, as 

we shall explore in this essay, the challenges to be faced in the present 

decade in terms of employment are still huge.

3.3. Economic dynamics, public 
institutions, and labor market

The analysis done so far indicates that Brazil, after two decades 

marked by great constraints, has re-established its capacity to grow 

and increase job generation, a scenario that had been largely discarded 

by scholarly inquiry and the international multilateral institutions.

The converging growth relation between output and employment 

should not be construed as spontaneous. It arose through the Nation’s 

capacity to leverage foreign stimuli in order to strengthen the do-

mestic market and production, as well as through implementation of 

sectoral, infrastructure, and social policies, tapping into the existing 

robust matrix of public and private institutions. Moreover, acknowl-

edging the importance of production and employment took center 

stage in public policy making, given their implications for income 

and the creation of a mass consumer market. 

In the transition to democracy, Brazil produced a new Federal 

Constitution, in effect since 1988, which provides for a broad in-

stitutional array of social and labor public policies, plus some funds 

that also strengthen the State’s investing capacity. The goal of the 

Workers’ Support Fund (Fundo de Amparo ao Trabalhador – FAT) 

is to fund workforce intermediation, continuous skills building, 
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and unemployment insurance, while its reserves are funneled to the 

BNDES to finance the industrial and infrastructure policy. Several 

social charges make up the budget of the Social Security, responsible 

for funding the universal health policy, social assistance actions, so-

cial security benefits, and noncontributory benefits, including cash 

transfer programs.

Graph 8 –  Open Unemployment Quarterly Average 

Rates, Metropolitan Regions – Brazil, 2002-2011

Source: Monthly Employment Survey, PME/IBGE.

This template of social and labor policies was made concrete by 

the decision of recovering the role of the State in driving growth. This 

strategy consolidated the policy for the appreciation of the minimum 

wage, first introduced in the mid-1990s, and assigned it a status of an 

income distribution policy, ensuring the evolution of the legal wage 

floor in line with the behavior of gross domestic product. Thus, job 

and income generation and increased domestic production became 

the goals of the policymaking by the government, which was virtu-

ous in taking advantage of the stimuli that the external vector pro-

duced on the Brazilian economy between 1999 and 2003. On the 
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other hand, the coupling of job growth and increased income, made 

possible by an appreciated minimum wage and public policies focused 

on shielding and assuring income, favored large swathes of the pop-

ulation, allowing them to increase and improve their consumption, a 

process that was magnified by a credit extension policy for those with 

the lowest incomes.

Graph 9 – Evolution of Real Minimum Wage (SMR) 
and the Relation between Minimum Wage (SM) 

and GDP Per Capita – Brazil, 1940-2009

Source: Ipeadata.

In short, priority was assigned to production, employment and cur-

rent income, and, as a consequence, growth became the government’s 

core policy strategy. Considering that the government was led by a 

former factory worker who had founded a party in order to defend the 

interests of the workers and had been running in elections for two de-

cades, we can say that it would be almost impossible for the themes of 

growth, employment, and income not to have taken a special place in 

public policymaking. In a certain way, the centrality of these themes 

became an imperative to sustain the government’s legitimacy. Thus, 
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for the first time ever Brazil got to know a government policy that 

had, and still has, social and labor policies as constituent and relevant 

elements of the growth and development strategy.

Faced with the impossibility of addressing in this essay all the 

points mentioned herein, we will focus on the minimum wage policy 

to illustrate the role of social and labor policies for the recent growth. 

Graph 9 shows the historical evolution of the minimum wage since its 

creation in the 1940s. In it we can see the erratic evolution of the legal 

wage floor until the mid-1990s, when the process for the progressive 

appreciation of the minimum wage began. Since 2007, a social agree-

ment, enacted into law in 2011, has set nominal increases for the min-

imum wage which are exactly the same as the GDP growth rate of the 

two previous years, inflation-adjusted for the last 12 months. That is, 

both the minimum wage, as an instrument for regulating the mini-

mum legal floor for the Brazilian labor market, and its actual evolu-

tion, as part of the country’s growth strategy, were institutionalized.

Contradicting a practice seen in similar situations experienced be-

fore, the government stressed the importance of the minimum wage 

appreciation policy in face of the emergence of the economic crisis, 

electing this public policy as one of the elements for the preservation 

of income, consumption and, therefore, of the national production in 

a context of international instability. In other words, the preservation 

of the population’s real current income was considered strategic to 

face the foreign crisis, thus rejecting the prescriptions advocated by 

the conservative thought.

4. Characteristics of the Recent 
Evolution of the Labor Market

4.1. Job generation and informal jobs

An important feature of the relation between growth and employ-

ment has been the reduction of unemployment, as well as a decrease 
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in the density of non-socially protected relations, generically termed 

the informal sector. As mentioned earlier, the smaller growth of the 

workforce, the Economically Active Population, became, in the last 

decade, a key driver of the drop in informality, especially when we 

consider the relatively low growth of the Brazilian economy.

Graph 10 –  Distribution of Working Population According 
to Pay and Social Protection – Brazil, 2001/2009

Source: National Household Sampling Survey, PNAD/IBGE. Microdados.

Nonetheless, the importance of growth to generate protected jobs 

and drive a decline in informality is unquestionable.5 Throughout the 

long period of economic instability experienced by Brazil, in the 1980s 

and 1990s, a vision has gained legitimacy that advocates that socially 

protected employment is unfeasible in a globalized world. The govern-

ments of the 1990s introduced changes designed to grant greater flex-
ibility to collective agreements and work relations, yet no sooner were 
they adopted than unemployment and informal labor grew.

The weakening of the capacity of public regulation over the labor 
market was reversed in the last decade. Several reasons account for 
this result. The first one stems from growth itself, which, boosted 
by exports, had bigger impacts on the large companies, which are a 
main source of protected or formal employment. Another is due to 

5 See Baltar (2011).
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the behavior of the labor protection institutions as a new government 
took over led by a former factory worker who started to demand great-
er compliance by these institutions with regard to the public norm. 
And a third reason is associated with the growth strategy, which 
included the strengthening of formal labor as adopted by this gov-
ernment. Hence, throughout the last decade, social actors, especially 
businesses, became gradually convinced that social protection con-
tributes to growth, rather than being a hurdle preventing it.

At the end of the last decade, socially protected work accounted for 
50% of total jobs or 2/3 of paid labor (Graph 10). Considering that 
public protection of labor is restricted to the salaried portion, we see 
that for every informal job there are three regularly hired workers, while 
in the beginning of the decade this relation was approximately one to 
one. In relation to non-paid employment, initiatives have been made 
aiming at their pay and protection. Through policies that guarantee 
and transfer income, agrarian and agricultural, great strides have been 
made to improve the working conditions of the non-paid jobs.

A more adequate understanding of the generation of formal jobs 
can be achieved by analyzing the profile of the new jobs created during 
the last decade. While only six out of ten jobs created were socially 
protected in the beginning of the decade, in 2009 fifteen out of every 
ten jobs created were protected by law (Graph 11). A quick look and 
we can notice the reversal of the job generation trend in the Brazilian 
labor market during the last decade, in addition to a formal job gener-
ation capacity that has a structuring effect on the labor market. As the 
formal labor market is established, there is a strengthening of public 
regulation, the minimum wage also as a relevant instrument thereof.
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Graph 11 – Number of New Legally Protected Jobs 
for Every 10 Jobs Created – Brazil, 2001-2009

Source: National Household Sampling Survey, PNAD/IBGE. Microdados.

4.2. The recovery of employment and labor incomes

The constitution of the Brazilian urban-industrial society, during 

the 20th century, was marked by the shaping of a labor market with 

a highly concentrated income structure and low wages (Salm et al., 

1989; Dedecca, 2005; Barbosa, 2008). The unfavorable track record 

of the minimum wage between 1940 and 1980 illustrates the uneven 

distribution of the fruits of the national industrialization process. By 

the end of a long development cycle, Brazil had one of the worst in-

come distributions among the developing nations.

The 1980s and 1990s were marked by economic instability, with 

rising unemployment and informality in the national labor market. 

In a context of exacerbated inflation and deteriorating working con-

ditions of the labor market, real labor income was systematically re-

duced. In the beginning of the last decade, labor income distribution 

as measured by the Gini coefficient was at 0.56 (Table 3), with labor 

income sharing about 43% of national income.
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Table 3 – Income Indicators (Main Job) – Brazil, 2001/2009

2001 2003 2005 2007 2009

Real Average Income

1° decile 26 26 33 41 41

2° decile 160 157 186 211 230

3° decile 290 265 300 398 392

4° decile 341 330 361 443 467

5° decile 434 409 453 523 553

6° decile 550 511 566 641 681

7° decile 703 647 697 778 824

8° decile 942 857 892 995 1065

9° decile 1462 1316 1388 1522 1642

10° decile 4258 3873 4152 4245 4563

Average 916 842 880 971 1016

Relative Indicators

10/12 26.7 24.7 22.4 20.2 19.8

5/total 2.1 2.1 1.9 1.9 1.8

Concentration Indices

Gini 0.56 0.55 0.54 0.53 0.52

Theil-T 0.65 0.62 0.62 0.59 0.56

Medium Income in Minimum Wages

1° decile 0.08 0.08 0.09 0.10 0.09

2° decile 0.52 0.49 0.52 0.50 0.49

3° decile 0.95 0.83 0.83 0.95 0.84

4° decile 1.12 1.03 1.00 1.05 1.00

5° decile 1.43 1.28 1.26 1.24 1.19
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2001 2003 2005 2007 2009

6° decile 1.81 1.59 1.57 1.52 1.47

7° decile 2.31 2.02 1.94 1.85 1.77

8° decile 3.09 2.67 2.48 2.36 2.29

9° decile 4.80 4.10 3.86 3.61 3.53

10° decile 13.98 12.08 11.55 10.08 9.81

Average 3.01 2.62 2.45 2.31 2.18

Source: National Household Sampling Survey, PNAD/IBGE. Microdados.

The history of labor in Brazil is inextricably associated with an 

unequal economic and social configuration that accounts for the high 

regional imbalances and high structural poverty.

The economic recovery of the last decade has features suggesting 

a disruption with the historical relation between development and 

inequality in Brazil. As can be seen in Graph 12, GDP expansion as 

from 2003 has been accompanied by the recovery of both the aver-

age labor income and mean wages, a trend that was not interrupted 

by the 2008 crisis. The former is associated with the behavior of the 

minimum wage, responsible for ensuring that benchmark wages rose 

at least at the same pace as the GDP. The latter stems from collective 

bargaining agreements providing for real wage increases. It is worth 

stressing that the strength of these determinants received a concurrent 

contribution from a one-figure inflation rate, a key factor in preserv-

ing the purchasing power of labor income.

A more adequate assessment of the recovery of labor income can 

be made by analyzing the results according to income strata through-

out the last decade. As can be noted, the first years of that period 

were marked by a deterioration of labor incomes, a trend reversed 

only in 2005. The reason for that negative behavior can be traced 

to the exacerbated economic instability imposed by foreign crisis be-

tween 1999 and 2003. The high current deficit produced before 1999 
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wound up in a crisis of the balance of payments, which was faced 

by adopting a restrictive economic policy that was agreed upon with 

the International Monetary Fund, which further compounded the 

precarious situation of the Brazilian labor market. The only positive 

initiative adopted by the government at that time was to maintain the 

minimum wage appreciation policy, which attenuated the widespread 

deterioration of the incomes from labor imposed by the unfavorable 

employment situation and by ascending inflation.

Graph 12  – Gross Domestic Product, Average 
Income, and Mean Wage – Brazil, 2001/2009

Source: National Accounts and National Household Sampling Survey, PNAD/

IBGE.

The recovery of labor incomes started only after 2005, coinciding 

with the economic recovery. This movement was marked by a wide-

spread rise in labor incomes across the various income strata, with 

impressive gains for the lower strata. Income gaps fell throughout the 

period, while the Gini coefficient dropped from 0.56 to 0.52. In spite 

of these positive results, labor income concentration was still high in 

2009, just as the distribution profile was characterized by very low 

income baselines.
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Also worth underscoring is the progressive concentration of in-

come around the minimum wage.6 In 2009, the income of the sixth 

stratum was lower than two minimum wages; that is, 2 out of every 3 

occupied Brazilians earned a monthly income of up to two minimum 

wages, which was equivalent to US$/PPP 1600.00.

Inequality and low income continue to be important character-

istics of the Brazilian labor market in the beginning of this decade. 

A point that is worth mentioning is the uninterrupted recovery of 

income and of its structure’s falling inequality on account of the inter-

national crisis. In short, the country, for the first time ever, was little 

affected by an international crisis and had the capacity to preserve 

employment and labor income, factors which were instrumental in 

sustaining the level of economic activity.7

4.3.  The dynamics of the economy and the 

current income of households

The recovery of the labor market, both in terms of formal em-

ployment and current income, was materialized in income gains for 

the households, which were also benefited by the policies designed to 

guarantee and transfer income. As in the labor market, the poorest 

households had the most significant gains, either due to the public 

policy or to the combined effect of job generation with higher labor 

income.

The recovery of employment prior to the recovery of income al-

lowed for higher household income starting in 2003 for the poorest 

families. But only in 2003 we can see a widespread recovery of house-

hold income for all strata. As in the labor market, there is a decline in 

the level of distribution concentration of household current income.

6 On the relation between the minimum wage and the income structure, see Sabóia 
(2010). 

7 Also see Cacciamali (2010).
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Due to the favorable evolution of the labor market during the crisis 

and the decision by the government to maintain the social policies 

that guaranteed and transferred income as a tool for facing a situation 

of foreign instability, we can see the trend remains of rising household 

income per capita between 2007 and 2009, as well as a decrease in the 

level of concentration of its distribution (Table 4).8

Table 4 – Indicators of Per Capita Household 
Income by Strata – Brazil, 2001/2009

2001 2003 2005 2007 2009

Real Average Per Capita Household Income Indices

1° decile 100.0 101.2 135.3 142.8 155.5

2° decile 100.0 103.7 128.4 144.8 163.2

3° decile 100.0 101.7 120.1 137.8 156.3

4° decile 100.0 100.1 116.4 133.7 150.7

5° decile 100.0 100.0 115.4 133.4 148.0

6° decile 100.0 101.3 113.8 131.9 145.4

7° decile 100.0 97.2 108.4 122.4 134.3

8° decile 100.0 96.4 106.0 118.2 127.9

9° decile 100.0 95,4 102.7 112.7 119.3

10° decile 100.0 93.0 99.3 104.9 109.0

Total 100.0 94.8 102.9 113.4 122.1

Concentration Indices

Gini 0.594 0.582 0.571 0.557 0.546

Theil-T 0.724 0.685 0.665 0.631 0.608

8  On the recent decline in current income distribution inequality in Brazil, see Salm 
(2007) and Dedecca (2007). 
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2001 2003 2005 2007 2009

Distribution of Overall Income

1° decile 0.4 0.5 0.7 0.7 0.6

2° decile 2.2 2.4 2.6 2.6 2.9

3° decile 3.1 3.3 3.6 3.6 3.8

4° decile 4.4 4.6 4.9 4.9 5.4

5° decile 5.2 5.9 6.2 6.2 6.8

6° decile 5.9 5.8 5.6 5.6 6.1

7° decile 8.7 8.3 8.5 8.5 9.0

8° decile 10.4 10.9 10.9 10.9 11.2

9° decile 16.9 16.6 16.2 16.2 15.4

10° decile 42.7 41.7 40.7 40.7 38.9

Total 100.0 100.0 100.0 100.0 100.0

Source: National Household Sampling Survey, PNAD/IBGE. Microdados.

The elevation of household income during the last decade eventu-

ally caused a decrease in the poverty level prevalent in the Brazilian 

society. While in the beginning of the decade poverty, as gauged in 

terms of current income earned by households and in accordance with 

a criterion set forth by ECLAC, reached households up in the fourth 

distribution stratum, in 2009 it affected mostly households in the two 

first strata. Considering that labor income accounts for, on average, ¾ 

of the households’ current income, we can see the significance of the 

reduction of economic inequality and poverty in the Brazilian society 

in the first decade of the century, a trend that was not affected by the 

international crisis.
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5. A Favorable Economic Setting to 
Face Huge Social Challenges

In the last decade, Brazil experienced some substantial changes in 

its economic and social outlook. From a beginning of decade marked 

by broad pessimism, society shifted to a context of favorable expecta-

tions at the end of the decade, and in spite of the international crisis.

The economic recovery was accompanied by high job-generating 

capacity, allowing for a decrease in unemployment and informal la-

bor, improved levels of income, and reduced economic inequality and 

poverty. In short, the economic and social conditions present in this 

beginning of decade are quite favorable for Brazil to take the path of 

development with job generation and greater social justice. The public 

and private institutions supporting this undertaking are met with a 

broad convergence of interests from the social actors. The economic 

and social agenda under way has broad political legitimacy.

The present economic and social conditions do not diminish the 

challenges posed to society to consolidate the development process 

with job generation and social justice. Rather and in spite of the im-

portance of and opportunity provided by these conditions, the eco-

nomic and social problems that Brazil has historically borne require 

great planning effort in order to produce a long-term strategy of 

changes in the productive structure, in the labor market, and in social 

protection. Should the international crisis persist, it should curtail the 

growth of the Brazilian economy in this beginning of decade and the 

accomplishment of a potential development strategy.

With these more general considerations, we may now present a list 

of relevant issues on employment and income that should be addressed 

by a development strategy that is able to boost the results achieved in 

the last decade and make it possible to continue to mitigate the effects 

of the international crisis on the Brazilian society.

The first issue to be focused concerns the need for coordinated in-

dustrial, agricultural, and labor policies. The dominance of low pay in 
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the Brazilian labor market also stems from the productive structure, 

marked by a broad range of low-productivity companies. Thus, it is 

critical that the industrial and agricultural policy may foster invest-

ment and technological clustering in combination with the enhance-

ment of the workforce’s skills and pay. This concern has been present 

in the initiatives by the BNDES, yet it is necessary to assign greater 

synergy and institutionality to the existing actions and programs.

This coordination between sectoral and labor policies is particu-

larly relevant for the farming sector, to which at least 15 million work-

ers are linked. The transformation of the rural labor market toward 

a configuration featuring greater skills and higher pay constitutes a 

decisive process to face the immense poverty present in the country-

side and in small towns.

Moreover, the coordination of the sectoral and labor policies should 

consider the need to broaden collective bargaining, thus ensuring 

more adequate and balanced conditions among social actors, which 

may be provided, for instance, by adopting an agenda of themes that 

are also shared by workers in the other industries. It is necessary that 

collective bargaining agreements address working conditions, but also 

that they come to be an arena for the definition of common conducts 

in terms of building the capacity and skills of the workforce and of 

transforming production.

Another important issue refers to the labor policy as a public system 

of employment that is capable of coordinating and implementing con-

tinuous skills/capacity building programs, workforce intermediation, 

and unemployment insurance. Since Brazil has a labor policy fund tar-

geting such actions and programs, it is decisive that there is synergy 

across these actions and programs by consolidating an integrated public 

system of employment, work, and income for the purpose of facilitating 

and increasing the workers’ access to the labor market.

The consolidation of a public system of employment, work, and in-

come must be coordinated with other labor policy actions, such as im-

proved environmental conditions, risk reduction, occupational therapy, 
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and moral harassment. That is, the present national agenda for decent 

work must be conducted in combination with the actions and programs 

of the public system of employment, work, and income. The expected 

gains this will bring should also benefit the sectoral policies.

Still with regard to the public system of employment, work, and 

income, it is also necessary to broaden and ascribe greater institution-

ality to actions and programs oriented to small businesses and family 

farming, either in terms of the managerial and technological capacity 

building of entrepreneurs or in terms of the development of distribu-

tion and sales, access to technology, and credit networks. Even if the 

steady dominance of formal labor persists in the labor market, Brazil 

will continue to have a considerable number of small businesses that 

need to progressively become legal.

Another kind of action that needs greater engagement with the 

public system of employment regards the establishment of greater eq-

uity between men and women and between blacks and whites in the 

labor market. The Brazilian government has two secretariats, with 

quasi-ministerial status, developing actions to reduce discrimination 

against sex and color. However, these actions are hardly coordinated 

with the labor policy, hence the need to promote coordinated actions.

As regards the youth, a program is under way by the name of 

Pró-Jovem that coordinates several federal government policies, con-

stituting an important, and fairly successful, initiative, yet still de-

serving of greater institutionality and coordination even with the ex-

isting labor policy.

An enhanced structuring of the sectoral and labor policies requires 

the development of the social policy. Brazil already has a complex 

social policy matrix comprising food and farming security, education, 

health, housing, social assistance, and social security actions and pro-

grams. An important part of these policies boasts a high coverage of 

the target population, the only major problem being related to the 

quality of the services delivered.
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From the point of view of labor, it is of critical importance that 

problems of quality of life be steadily overcome. Good working con-

ditions do not depend only on the configuration of the productive 

structure and on corporate protection of work, but also on adequate 

social services providing for quality of life for workers and adequate 

social conditions for them to join the labor market.

Concluding, Brazil is faced with good opportunities to achieve de-

velopment with job generation and social justice. Thus far the country 

has managed to weather the international crisis with competence. Yet, 

if the crisis escalates or if there is a long period of stagnation in the 

developed countries, this may reduce the levels of freedom of the Bra-

zilian economy, thus reducing the likelihood that the current growth 

model will continue. If the main constraints of the present crisis are 

dealt with fairly quickly and the international economy gets back on 

the expansion track, Brazil may take advantage of its good economic 

and social moment, provided it has the capacity to set a development 

strategy that will broaden the horizon of the present coordination of 

the sectoral, infrastructure, labor, and social policies.
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