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Archibald O. Haller -
Department of Rural Sociology/University of Wlsconsm—Madlson

Danielle C. Fernandes
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1. Introduction

This paper explores the earnings levels of farm people in Brazil in three recent
years—1973, 1982, and 1988, together with analyses of the increments or decrements to
income attributable to variables permitting tests of a number of theoretic hypotheses
flowing from two apparently conflicting, but actually compatible, theories.

Brazil is one of the most studied cases among the so-called Newly-Industrialized
Countries (NICs). With a population of about 160 million people, it is the fifth largest
country (in terms of both population and territory), and ‘its economy is about the 9™ or
10" largest in the world (the largest among the NICs). On the other hand, its per capita
income is not very high.' It also has, according to the World Bank, one of the highest
rates of income inequality in the world, as well as high levels of land concentration, and a
considerable amount of its population still lives below the poverty level.>

The process of industrialization in Brazil began at the end of the XIX century and
beginning of the XX century. It was, at first, financed by the exports of agricultural
commodities, in particular coffee. The process of Import Substitution Industrialization
(ISI) began with the manufacturing of nondurable consumption goods, especially textiles.
At the end of the 1930s and the beginning of the 1940s, however, the first efforts to
advance the process of industrialization by establishing a subsector of industrial
production to manufacture intermediary goods, in particular steel and petrochemicals,
were initiated by the foundation of the first large steel mill in Brazil, the Companhia
Siderdrgica Nacional-CSN. This stage of Brazilian economic development also
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inaugurated heavy direct intervention of the State in the economic activities of the
country. Not only was CSN founded during this period, but so also was the Brazilian
National Company for Petroleum Extraction and Reﬁmng (PETROBRAS). Both
companies were owned by the Brazilian federal government,’ and have thereafter played
important roles in the development strategies carried on by the different governments.
The manufacturing of intermediary goods made it possible for Brazil to attract foreign
investments in the area of durable consumption goods, especially in the automobile
industry, which began with the arrival of a German company in the 1950s.

- The final stage of the ISI strategy in Brazil began during the so-called economic
miracle at the end of the 1960s and beginning of the 1970s. This period was marked by
the establishment of many industrial plants to produce capital goods. This phase was of
particular importance for agriculture, because it was also marked by the beginning of the
production of industrialized agricultural inputs, such as fertilizers, pesticides, and
machinery. This made possible the acceleration of the process of technical modernization
of Brazilian agriculture. Up to the 1960s the process of growth of agricultural production
in Brazil was mostly limited to the extension margin (opening new lands). After this the
rise in agricultural outputs resulted from both the expansion of the agricultural frontier
and the newer technologies. The process of technical change in Brazilian countryside has
been believed to be responsible for many important structural changes in the country. For
example, P. Singer, as well as C. Wood and J. Carvalho, argue that the very fast process
of urbanization experienced by Brazilian society has been much more a consequence of
pushmg Jactors in the agricultural economy than attracting factors in the manufacturing
sector.* The main pushing factor in agriculture is what they call change factors, i.e., the
technical changes undergone in agriculture have destroyed many jobs in the countryside,
forcing people to migrate to urban areas. This has been indeed one of the main
causes—probably not the only one—of the rural-urban migration patterns existing in
Brazil.

Brazilian agriculture has always played an important role in the country’s
economy. Brazil is a big producer and exporter of agricultural staples. It is the largest
producer of coffee, the third largest producer of soy beans, the second biggest producer of
poultry, and the second largest producer of oranges, among others. Although
manufacturing and services have become dominant in Brazilian economy, agriculture is
still a strategic sector with a promising future in terms of growth.5 Therefore, analyses of
the development potential of Brazilian agriculture—and socioeconomic factors associated
with it—may provide important information for future planning. Similarly, they may
contribute to a better understanding of the socioeconomic processes associated with
agricultural production in other developing countries. Thus the present study of the
process of earnings determination in Brazilian agriculture seeks to contribute to both
social science knowledge and public policy.

The present investigation is an application to agriculture of a previous analysis of
income in the nation as a whole by A. Haller and H. Saraiva.® The objective is to
determine the role of human capital and structural variables as factors in the process of
earnings determination in the agricultural sector of Brazilian economy. We would hope
that this research would provide information that may be useful in the future to help guide
public policy and agricultural development strategies by public agencies and private



corporations. It is important to notice that the few published studies of the.relationship
between human capital and earnings in Brazilian agriculture reported low rates of returns
to schoolmg These findings are contrary to those from studies on other sectors of
Brazilian economy, and those on the country’s labor force as a whole,® which have found
large income increments to each additional year of education. This reinforces the
importance of the analyses reported herein.

II. The Research Problem

The theoretical debate about earnings determination has been dominated by two general
approaches: the individualistic and the structuralist. The former is represented by human
capital theory and status attainment theory.>'® The structural approach includes two main
theories, class analysis and labor market segmentation (or dual labor market, or dual
economy) theory.'"'

On the one hand, the individualistic approach proposes that earnings vary with
individual attributes, i.e., education, occupational status, training, age, experience, etc. On
the other, the structuralists propose that the relationship between individual attributes and
income is mediated and modified by structural variables (social class and economic
segmentation).

The Individualistic Approach
Mincer proposes that there are two main determinants of the distribution of earnings:
a) differences in accumulated human capital, i.e., length of schooling, quality of
education, job training, experience, investment in health and nutrition, etc.; and
b) differences in rates of return to human capital.'”®> While the first factor consists
unambiguously of individual attributes, the second is not necessarily an outcome of
individual will or choice, or even inheritance. Thus, even in the human capital theory we
can find room for a degree of structural or societal influence on earnings or income. Much
of the research on earnings determination and distribution has been concentrated on
differences in rates of return to human capital. Within the individualistic framework,
D. Treiman proposes that level of development (or industrialization) influences the
respective effects of the occupational level of one’s parents on one’s own education.'® In
the same way, C. Langoni proposed that Brazil’s rapid economic development during the
second half of the 1960s was the main factor responsible for the increase of income
inequality between 1960 and 1970." His argument is that the process of development in
Brazil comes along with more investment in capital intensive technologies, and that
capital and skilled labor are complementary. Thus, he concluded that Brazil was
experiencing a rising rate of earnings returns to the investment in human capital, and that
this was the main cause of the growing level of income inequality.

The human capital framework may also supply us with other relevant predictions.
For example, there is another possible variation in the rate of economic returns to
education which may play an important role in the agricultural sector in Brazil. F. Welch
divided the effect of education on earnings into two: the worker or direct effect; and the
allocative effect.’® The first suggests that schooling makes the individuals more
productive, and so increases their earnings. The second is represented by the prediction
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that a portion of the income returns to schooling would be reflected in an efficient
allocation of resources. This suggests that decision makers will have the highest earnings
returns to the investment in human capital.

The Structuralist Approach
For the structuralist approach, the central point is not only whether the structural variables
have significant and independent influences on earnings, but whether they constrain the
way human capital influences earnings. About the social class’ influence on income, in
the words of E. Wright and L. Perrone, the problem can be stated as follows:

“If class position is a critical mediating variable between

social background and income, then it would be expected

that class position would affect the ways in which

background characteristics get transformed into income. .

That is, we hypothesize not only that class position has an

independent impact on income from occupational position,

but also it affects the extent to which background

characteristics themselves can be ‘cashed in’ for income. In

particular, the expectation is that class position will have a

strong influence on the extent to which education

influences income.”"”
The same question can be stated for the labor market segmentation theory, by using labor
market segment (or economic sector) as the intervening variable.

In a few words, the main research problem concerning earnings determination has
been to determine how economic returns to human capital (especially education) vary in a
society. In agriculture, not only the previous variables (level of development, class
position, and labor market segmentation) but also certain factors specific to this sector
(e.g., land concentration) might play an important role as mediators of the relationship
between human capital and earnings. For example, it can be hypothesized that the higher
the rate of land concentration yields the lower the earnings return rate to human capital
factors: in areas with high levels of land concentration, it would be more difficult for
agricultural laborers to achieve relatively higher rewards for their investments in human
capital than in areas where agricultural land is distributed among small operations. This is
because where wide areas are divided into a few large properties, the owners are in a
strong position to control wages.

Hence, the main goal of the present research is to analyze the specifics of the
process of earnings determination in the agricultural sector in Brazil. In other words, to
identify the factors that play important roles in the returns to the investment in education
experience (another human capital variable) in the agricultural sector in Brazil. The
research is based on an analysis of the Brazilian farm labor force in 1973, 1982, and
1988. In terms of the analysis of changes over time, we should call attention to the fact
that Brazilian agriculture has experienced relatively stable trends of growth, and a rising
degree of land concentratjon.'®'?



II1. Hypotheses

Based on the theoretical approaches described above, we specified our main research
hypotheses as follows:

- Hypothesis 1: From the individualistic approach, we will test the hypothesis that human
capital factors have significant effects on earnings.

- Hypothesis 2: From modernization theory (C. Langoni), we will test the hypothesis that
the rate of earnings return to human capital is higher in areas with higher rates of capital
inputs in the agricultural sector, and that the rate of return to human capital increases as a
consequence of the process of modernization experienced by Brazilian agriculture.

- Hypothesis 3: From the proposed allocative effect of human capital on earnings, we will
test the hypothesis that decision makers have the highest rates of earnings returns to
human capital.

- Hypothesis 4: From the structuralist approach, we will test the hypothesis that social
class and labor market segmentation have significant independent effects on earnings.

- Hypothesis 5: From the structuralist approach, we will test the hypothesis that the rate of

earnings returns to human capital varies among social classes—and thus among the labor
market segments they represent.

- Hypothesis 6: From the structuralist approach, we will test the hypothesis that the
average rate of economic returns to schooling rises as the levels of land concentration
falls.

IV. Data

The data for this research come from three data sets of the Brazilian National Household
Sample Survey (PNAD). The three PNADs used here—1973, 1982, and 1988—were
designed especially for analyses of social stratification, mobility, education, and the labor
market. PNAD—-1982 has the largest sample (more than 1 million individuals for the
country as a whole), followed by the 1973 sample (more than 300 thousand), and the
1988 sample (about 290 thousand). All the three data sets derive from stratified,
multistage cluster samples of households. However, given that our intention is to analyze
the process of earnings determination of the labor force in the agricultural sector in
Brazil, only those individuals who were economically active and were employed in the
agricultural sector (including livestock production) appear in our analysis. As a
consequence, the sizes of the subsamples applied in our present analyses are: 32,178
(1973), 69,561 (1982), and 19,089 (1988). These figures reflect the fact that the
percentage of employed agricultural labor force in Brazilian population decreased over

time, from more than 10 percent in 1973 to about 7 percent in 1982, and 6.6 percent in
1988.



Given that PNADs do not include data about land concentration and capital inputs
in agriculture, this information was obtained from the agricultural censuses of 1970,
1980, and 1985. The level of aggregation of the agricultural censuses data that we used is
by state. Therefore, to each individual employed in agriculture we attribute the value of
the level of agricultural land concentration of the state he/she works in, as well as the
average rate of capital input (Intermediary Consumption Rate) in the same state. The data
of the agricultural census of 1970 are used for the individuals of the PNAD data set of
1973, the 1980 agricultural census for the individuals in the PNAD of 1982, and the
agricultural census of 1985 for the individuals of the PNAD of 1988.

These data sets are known to be of high quality. Much research has been done
using the PNAD and census data sets produced by Instituto Brasileiro de Geografia e
Estatistica (the Brazilian Bureau of Census), and all social scientists who have used these
data sets have pointed out their high quality. However, for the purposes of this research
the PNAD data sets have a possible limitation: they do not include individuals from the
rural areas of the Brazilian Amazon Frontier, due to the enormous difficulties of access
into the interior of this region. Nevertheless, the Brazilian Amazon, even though
representing more than half of the country’s territory, holds only about 11 percent of the
Brazilian population, and its level of urbanization is quite high—over 50 percent. Besides
that, our samples also include observations from persons living in the Amazon region,
inasmuch as some of the urban people sampled by the PNADs hold jobs in the
agricultural sector. This is a bit of a problem of sample selectivity bias, but it is not great
enough to invalidate our study.

Another problem is that some methodological analyses seen to have shown
conclusions from stratified, multlstage cluster samples cannot be interpreted as if they
were simple random samples.’ The best remedy for this has been said to be the one
proposed by A. Goldberger and G. Cain, and employed by many researchers.?!
Goldberger and Cain argue that statistical estimations from stratified, multistage cluster
samples in general understate the standard errors. Thus, they propose that we should use ¢
ratio greater than 3.00 in statistical analyses based on data coming from this type of
samples in order to achieve more reliable conclusions. This is the method employed in
the present study.

Y. Variables

Earnings

This is our dependent variable. The original data of this variable are in units which are
not comparable among the three years. But such comparisons are not essential to this
analysis. What is essential is the increment in earnings that can be attributed statistically
to a unit increase in each independent variable. Accordingly, the earnings data were
calculated as the natural logarithm (In) of monthly individual earnings, divided by the
number of hours worked per week. More specifically, in the PNADs of 1982 and 1988
individual earnings were presented in denominations of the official currency of Brazil in
each year, but in the PNAD of 1973 this variable was presented in a group of 20 intervals.
So, following the strategy of A. Haller and H. Saraiva, i.e., we used the mean of each
interval as an estimator for monthly earnings of each individual.?? This introduced a little
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error in the 1973 data, but it was inevitable given the circumstances. All regression

coefficients were transformed by the formula [(eb - 1) X 100] to yield the percentage of
increment of earnings (PIE) attributable to a unit increase in the independent variable.
That is, our actual dependent variable is the PIE per unit increase in any given
independent variable.

Education

The variable education is the number of years of education successfully completed.?® For
the PNAD of 1982, we have the actual number of years of education, varying from 0 to
16 years (for the agricultural labor force). For the PNAD of 1988, the variation goes from
0 to 17 years of schooling. For the PNAD of 1973, however, data on the exact number of
years of education are not available. The original data on schooling for the 1973 sample
were coded in the following way: I- no schooling at all; II- incomplete elementary
school; III- complete elementary school; IV- incomplete middle school; V- complete
middle school; VI- incomplete high-school; VII- complete high-school; VIII- incomplete
college education; IX- complete college education. Here, we followed the strategy of
D. Bills and A. Haller, i.e., to use the following numbers to represent years of schooling:
0 (no schooling); 2 (incomplete elementary school); 4 (complete elementary school); 6
(incomplete middle school); 8 (complete middle school); 9.5 (incomplete high school); -
11 (complete high school); 13 (incomplete college education); 15 (complete college
education).”* We are aware that this scheme incorporates a little unreliability of
measurement, but less than the use of the original categorical coding would. (It can easily
be shown that the degree of unreliability due to the imposition of crude categories falls
off rapidly as the number of categories increases. For a 2 X 2 imposition, such
unreliability is quite high. For a nine-category imposition, unreliability is very low.)

Experience

This variable was constructed by subtracting the age of the individual in the year he/she
started to work from his/her age when he/she was interviewed.?> We had to make a choice
between using experience or age, in order to avoid multicolinearity. Experience was
chosen because it best represents the human capital approach in the statistical models.?

Experience Squared

This variable was introduced as a control variable, due to the fact that, on the average,
experience yields positive earnings returns up to around age 50, diminishing after that.?’
In order to avoid multicolinearity, due to the high correlation between experience and
experience squared, we transformed the variable experience, and than squared it to form
the experience squared variable. In other words, our statistical models are polynomial
regression models, i.e., the mean of experience will be subtracted from the variable
experience for each individual. Both variables, experience and experience squared, will
be presented in this way in our statistical models. This strategy reduced the correlation
between the two variables from more than O. 95 to around 0.55, but kept the same
correlation between them and the other variables.?



Migration

The variable, migration, is dichotomous. It was constructed in the following way: a) if the
individual was living in the same state where he/she was born, the value for the variable
is 0; b) if the individual is living in a different state from the one where he/she was born,
or if she/he was born outside Brazil, the value for the variable is 1. Unfortunately, the
PNAD of 1982 does not provide data on birthplace. Because of this, in all relevant tables
we present two types of models for 1973 and 1988: with and without migration as one of
the regressors.

Gender

This is also a dichotomous variable. Its values are: 0 for women, and 1 for men. In our
samples, the proportions of women were 24.2 percent in 1973, 20.0 percent in 1982, and
19.6 percent in 1988.%

Social Class and Labor Market Segmentation
“In the analysis, we combined concepts from two seemingly different structural approaches
(class analysis and labor market segmentation), to construct what we believe-to be the
best available representation of both the class structure and the segments of Brazilian
farm labor force. We divided this labor force into five social classes: unprotected
agricultural workers (nonmanagerial-level employees who were not eligible for job
security and other benefits); protected agricultural workers (nonmanagerial-level
employees who were eligible for such benefits); family farmers (self-employed farmers);
farm managers (managerial-level employees), and large farmers (employers).*® The
_distinction between the first and the second group is based on labor market segmentation
theory, while the distinction between these two groups and the other classes, as well as
between the other class groups themselves, is based on class analysis approach. This class
structure model appears in the multivariate regression analysis as four dummy variables.
Unprotected agricultural workers form the reference group; each class is represented by a
dummy variable.

These categories can be labeled classes of farmers, or classes, for short. A few
words about each may be useful. Let us take the two classes called agricultural workers.
In Brazilian labor law, once a employee has been with a certain employer for more than
three months, the employee is guaranteed an income at least equal to the legal minimum
wage, plus fringe benefits—access to health services and freedom from arbitrary
dismissal, among others. Permanent personnel are those who are employed at least three
months with a given farm or with a company of farm enterprises, whether the individual
has or does not have a written contract. Many do not. Those who are permanent are called
protected agricultural workers, those who are not permanent are called unprotected
agricultural workers. Many of the latter are day laborers. The class of family farmers
consists of those who own or rent a farm and whose family members provide the labor.
Large farmers are defined here as those farm owners who employ nonfamily labor. Farm
managers are employees who supervise a farm’s labor force, overseeing the routine work
of the farm.
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Land Concentration

This variable is represented by the Gini Coefficients (X 100) of Land Concentration for
each state. We multiplied each figure by 100, in order to make it easier to interpret the

regression coefficients.’® Each individual is attributed to the score of his or her state.

Gini coefficients presented in our study are calculated from data presented in the
agricultural censuses of 1970, 1980, and 1985. They are all based on the establishment
(or unit farm). (These figures understate the real degree of land concentration because

any one owner may be the proprietor of more than one establishment—a common
phenomenon in Brazil.)

Level of Modernization . .
Many different indicators have been used as indicators of the level of modernization of
agriculture in the Brazilian literature.’? However, the most often used is also the most
frequently supported as having the highest levels of validity. It is the Intermediary
Consumption Rate.®® This index is constructed in the following way: a) the first step is to
sum the total expenditures in intermediary industrialized goods (seeds, fertilizers,
pesticides, livestock meals and medicines, machinery, manufactured wrappings; bags and
boxes, etc.); and b) the second step is to divide the result of the summation by the total
value of production. As in the case of the Gini coefficients, we multiplied the
Intermediary Consumption Rate figures by 100, in order to make easier to interpret them.
So the resulting coefficients, like our Gini figures, vary from 0 to 100. These state-level
scores—like those of the Gini’s—are attributed to members of the sample in the
corresponding state.

VI. Descriptive Statistics and Specification of Models

Descriptive Statistics

In this section we provide descriptive statistics for all our variables, as well as the zero-
order correlations among them. Tables 1, 2, and 3 show the descriptive statistics.>* Tables
4, 5, and 6 present the zero-order correlation matrixes of all the variables to be included
in our regression models. The correlation matrixes show that the transformation of the
variable experience really reduces its correlation with experience squared to reasonable
levels. They also show that among our independent variables education and some of the
social class dummy variables have the highest correlation coefficients with our dependent
variable (InEarnings). Gender and intermediary consumption rate always show positive
correlation coefficients with the natural log of earnings. Some variables, however, show
some overtime variations in their correlation with the dependent variable. Migration has a
positive correlation with the natural log of earnings in 1973, but a negative correlation in
1988. On the other hand, the Gini coefficient of land concentration exhibits a positive

correlation with the natural log of earnings in 1973, but negative coefficients in 1982 and
1988.%

Models

Our models are based on OLS regression. As said before, the dependent variable is the
natural logarithm of monthly earnings. The cross-sectional analysis will be mainly based

11



10

on the tests of the interaction terms between education and each of the contextual
variables (class, land concentration, and level of agricultural modernization). For
overtime changes, t-tests are applied to test the equality between parameters of the
earnings functions of the three different years. A ¢ ratio greater than 3.00 will be used as
the criterion.
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Table 1: Descriptive Statistics for-each Variable, Brazil-1973

Variable Mean Std. Deviation Lowest Highest
Education 1.57 1.66 0.00 15.00
Experience 20.90 16.64 0.00 60.00
Experience(b) 0.00 16.64 -20.90 39.10
Experience? 713.70 912.96 0.00 3600.00
Experience(b)? 276.77 316.92 0.01 1528.81
Migration 0.17 0.37 0.00 1.00
Gender 0.76 043 0.00 1.00
UnAgr. Worker 0.58 0.54 0.00 1.00
Pr.Agr. Worker 0.03 0.18 0.00 1.00
Family Farmer 0.32 0.46 0.00 - 1.00
Manager 0.01 0.08 0.00 1.00
Large Farmer 0.06 0.24 : 0.00 1.00
Gini * 100 78.13 6.83 61.00 93.00
Int. Con. * 100 15.15 7.22 3.00 38.00
Earnings 7.13 13.55 13 896.00
InEarnings 1.58 0.77 -2.04 6.80

Source: PNAD-1973.

Note : Education: Successfully Completed Years of Education.

Note,: Experience: Years of Experience.

Note;: Experience(b) represents the variable in the way it appears in the regression equations, given that they are polynomial
regression equations [experience(b) = experience - experience / n].

Notes: Migration: Did not Migrate = 0; Migrated = 1;

Notes: Gender: Women =0; Men =1.

Noteg: Protected Laborer: Unprotected Laborer = 0; Protected Laborer = 1.

Notes: Family Farmer: Non-Family Farmer = 0; Family Farmer = |.

Notes: Manager: Non-Manager = 0; Manager = 1.

Notes: Large Farmer: Non-Large Farmer = 0; Large Farmer = 1.

Noteip:  Intermediary Consumption Rate: The Sum of all Industrial Inputs in the Agricultural Production
(Index of Modemization) Divided by the Total Production Value (Multiptied by 100).

Noteii:  Land Concentration: Gini Coefficient of Land Distribution (Multiptied by 100).

Note;z:  Eamings: Individual Eamings.

Noteis:  InEarnings: The Natural Log of Individual Eamings.
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Table 2: Descriptive Statistics for each Variable, Brazil-1982

12

Variable Mean Std. Deviation Lowest Highest
Education 1.76 2.28 0.00 16.00
Experience 23.27 16.33 0.00 60.00
Experience(b) 0.00 16.33 -23.27 36.73
Experience’> - 808.11 962.49 0.00 3600.00
Expc:ric:ncc:(b)2 266.77 300.52 0.07 1349.00
Gender 0.80 0.40 0.00 1.00
UnAgr. Worker 0.60 0.66 0.00 1.00
Pr.Agr. Worker 0.05 0.22 0.00 1.00
Family Farmer 0.30 0.46 0.00 1.00
Manager 0.01 0.09 0.00 1.00
Large Farmer 0.04 0.19 0.00 1.00
Gini * 100 80.01 6.47 65.00 93.00
Int. Con. * 100 27.57 8.84 10.00 72.00
Earnings 523.67 1459.38 1.67 66666.67
InEarnings 5.78 0.83 0.51 11.11
Source: PNAD-1982.

Note;: Education: Successfully Completed Years of Education.
Note;: Experience: Years of Experience.

Note;s: Experience(b) represents the variable in the way it appears in the regression equations, given that they are polynomial *

regression equations {experience(b) = experience - experience / n].
Notes: Migration: Did not Migrate = 0; Migrated = 1;
Notes: Gender: Women = 0; Men = 1.
Notes: Protected Laborer: Unprotected Laborer = 0; Protected Laborer = 1.
Note;: Family Farmer: Non-Family Farmer = 0; Family Farmer = 1.
Notes: Manager: Non-Manager =0; Manager= 1.
Notes: Large Farmer: Non-Large Farmer = 0; Large Farmer = 1.
Noteio:  Intermediary Consumption Rate: The Sum of all Industrial Inputs in the Agricultural Production
(Index of Modemization) Divided by the Total Production Value (Multiplied by 100).
Note1;:  Land Concentration: Gini Coefficient of Land Distribution (Multiplied by 100).
Note;2:  Eamings: Individual Eamings.
Noteis:  InEamings: The Natural Log of Individual Eamings.



Table 3: Descriptive Statistics for each Variable, Brazil-1988

Variable Mean Std. Deviation Lowest Highest
Education 1.92 2.50 0.00 17.00
Experience 23.72 15.75 0.00 60.00
Experience(b) 0.00 15.75 -23.72 36.28
Experience® 810.71 935.39 0.00 3600.00
Experience(b)? 248.17 284.88 0.078 1316.20
Migration 0.34 0.47 0.00 1.00
Gender 0.80 0.40 0.00 1.00
UnAgr. Worker 0.57 0.65 0.00 1.00
Pr.Agr. Worker 0.07 : 0.25 0.00 1.00
Family Farmer 0.32 0.47 0.00 1.00
Manager 0.01 0.12 0.00 1.00
Large Farmer ~0.03 0.18 ‘ 0.00 1.00
Gini * 100 81.56 6.57 62.00 93.00
Int. Con. * 100 24.08 10.39 9.00 61.00
Earnings 747.71 3240.83 4.15 200,000.00
InEarnings 5.93 0.98 1.42 12.21
Source: PNAD-1988.

Note;: Education: Successfully Completed Years of Education.
Notes: Experience: Years of Experience.

Notes: Experience(b) represents the variable in the way it appears in the regression equations, given that they are polynomial
regression equations [experience(b) = experience - experience / n].

Notes: Migration: Did not Migrate = 0; Migrated = 1;

Notes: Gender: Women = 0; Men = 1.

Notes: Protected Laborer: Unprotected Laborer = 0; Protected Laborer = 1.

Notes: Family Farmer: Non-Family Farmer = 0; Family Farmer = 1.

Notes: Manager: Non-Manager = 0; Manager = 1.

Notes: Large Farmer: Non-Large Farmer = 0; Large Farmer = 1.

Noteig:  Intermediary Consumption Rate: The Sum of all Industrial Inputs in the Agricultural Production
(Index of Modernization) Divided by the Total Production Value (Multiplied by 100).

Note;;:  Land Concentration: Gini Coefficient of Land Distribution (Multiplied by 100).

Noteiz:  Eamnings: Individual Earnings.

Note;3:  InEarnings: The Natural Log of Individual Eamnings.

BEST COPY AVAILABLE

15




L1

J1aVIVAV Ad0O 1538

9T

‘s3urureq fenpiaipyy jo So] reymyeN sy sSuiuregup  :ElojON

‘s3urureq fenpialpy] :sSurureg  TtaloN

(001 £q pardnniy) uonnquSIC] U JO JUSYJA0D UL UONENUIDUOD pue]  :HJjON
(001 Aq panidn[ny) anjeA uononpoid [e10], 3yt AQ PApIAL] (UONIBZILISPOIA JO XapU])

uoydnpoid jesnynoudy ayy ut sinduj jemsnpuj || jo wng ay| :djey uondwnsuoy) Kigipouudiup  019JON
‘[ = Jouwreq a8re {( = JouLre] 93Ie-UON :JouLre] a3re| 169JO0N
'] = 193eue|q ‘0 = JaSvuey-uopN :Jafeuey RN

'] = Jouwre A[iwey ‘g = Jouwred AJIWE{-UON :Jaued Ajiwe. KRN

'] = Ja10qe Pa19ajoad g = Jaloqe] paodjordun :a210qeT paroalold 9310N

'] = USAL 0 = USUIOpY :JIPUSD) RENIN

1 = pareSi g = SN 10U piq uoneidiNy PAION
‘[u 7 9ouauadxa - sousuadxa = (q)eousuadxa) suonenbs uoissaidas
rerwou£jod are Loy Jeys uaAld w:c:asco :o_mm&me ayy ur sreadde 11 Kem o) Ut ojqeIeA oY) Sjuasadas (q)eousuadxy £310N

‘gouauadxq jo sreax oousuadxyg TAON

‘uoneInpg Jo sresx pajojdwo) A[[nyssadong :uonesnpy 190N
EL6T-AVNJ 32Inog

0000°1 Ive9’ veoT 80¢1"- LS6E 16¥0° 91eT 9¥00° 88S1 8IsT” 08€0° §SST 006T sauturezu
0000°1 1611 LeLo- sTee” Lyeo 0010 8vT0™- 8TLO £860° 090’ 6¢T1’ YA74 sguiureg
0000°1 £E9t™- 8020 9EE0’ 1474 I (424% 6LS0° 181T 8€£0™- vi10+- L66T 001 & U0DI
0000°1 1210+~ 8100 6¥80° 9£00° L1SO~ 999 & 920 SSIo (43T 001 » WD
0000°1 L020™- Ll SLYO™- 14448 89¢0° 0910 §3:18 60v1° Jouire] ]
00001 8¥S0™- 0S10™- 110’ SLTO §T00™- SIv0’ £790° Ja3euey
00001 LsTl- 6781 S1S0° 60E1” 1004 1621~ Joulie '
0000°1 2990° 9C10’ 660~ LT00 S910° JOM Vd
00001 8270 V6£0° £TLo 990 13pusn
0000'1 00 ror 6LE0° uonesSiN
0000°1 £69¢° celr- 7(q) "Jadxg
00001 S1ET- (q) 12dxg
0000°1 uonesnpy
surureguy sSumureg Q0] & 'UOD]  QOI & WUID  Jouleq "] JoSeuey Joutre ‘g IIOM Vd Japusn) uonesBiy  z(q)yradxg  (q)ladxg uoheonpyg
. $3]qUIDA S2]qRI4DA

€L6T-11ZeIg ‘SIGEHEA [[¢ JO XLIEA UONB[aLI0D) 19pI0-0J07 b JIqEL

14!

Aruitoxt provided by Eic:

E\.



61

81

‘sSurureq renplaipy] jo o [eimeN 2yl sSumregup  :€I9ON
‘s3urureq renpialpu] :sSuiureg  :ZlolON
(001 Aq patdnny) UOHNQISIC] PUET JO JUSIOYJ0D) WD UOHENUIDUOY pue]  :113l0N

"(001 Aq pandniny) an[eA uoNONPOIJ [EIOL Y1 AQ PIPIAIQ (UONEZIWSPOI JO X3pU])
uononpoid rexmnoudy ay ur synduj remsnpy] e jo wng syl ey uonduwinsuo) Arelpsuuaiy] 030N
*] = Jauwre, 98re ¢(Q = Jouwre] a3Ie-UoN :Jowleq 28re] 16310N
'] = 138euepy {9 = 1oSeueN-uoN JoSeuey REVIING
*1 = Jouwre A[Ture g = Jouwre A[TureJ-uoN :JouLreq A[iurej (LION
*1 = J0qeT] pa1ostold ‘(0 = Jasoqe pardajordup) :1aroqe paloLlold 19310N
‘I = USN -0 = USWIOM, [J3pudD) SAION
1 = pareISIN ‘0 = RIS 10U PI( uonRISIN PAION

*[u 7 2ouauadxa - sousuradxa = (q)2suauadxa] suonenbs uoissardal
renwouAjod are £ay) jey) uaAid ‘suonenbo uorssasSar uﬁ ur sreadde 31 Kem a ut ajqerea ay) syuasardal (q)eouauadxy €3l0N
‘aousuadxg Jo syea ) :aousuadxy TI0N
‘uoneonpy Jjo sreax payerduro) Ainyssasong :uomeonpg . :l9ION
T86T-AVNJ 921008

0000°1 61cs eL8r 1419 I 160%" 6L60" 9LYO £€60° SL6Y” 00 £148 Lot ssulwregu|
0000°1 8TLO ¥$S0™- 1745 £290° o¢lo™- 0€00- 8960 §0T0 6590° 61T s3urureg
00001 620Y - S150° 66£0° YOLT ™ C160° 0590’ 000~ bevo'- 8¢TT 001 %" uoDI
00001 69¢€0™- . 10" €990 8020~ 6100 8600 06£0° oLee- 001 « WD
00001 €810 yotl- 8¢¥0™- £780° °Lo0° SIvl’ LS8T Jauireq 1
00001 9790 L120™- PPy’ 0800~ C0€0’ 1080° To3euey
00001 66v1"- Lect o8zl §T9t” SLLO™ Jawre] "o
0000°1 §Tso’ 9790~ 00’ S0e0’ JYIOM 'Vd
00001 LIgD 08¢0 SLOO AN
0000'[ £69¢° L101"- 2(q) 1edxg
0000'1 SPLT- (q) sadxg
00001 uoneanpy
sSurureguy sSurureg 001 % ‘U0l 001 « WID  Jouweg 7 JoSeuepy  Jouwe] '  JONIOM ‘Vd 13puan) z(q)3adxg (q)3adxg uoneonpyg
$2]qULIDA

$2]1qUIIDA

7861-11zeig "SIQELICA [[¢ JO XLITJy UONE[50D) J3pI0-0I3Z -G IqEL

Sl

Aruitoxt provided by Eic:

E\.



[ X

N

‘s3utureq renpiatpuy jo So [eameN ay] :sBuluregup 190N

‘s3utureg fenpiatpu] sSutureg  T1BlON

(001 £q padniniy) uonnqsi PueT JO UIIDYJA0D) LD UOHBNUDUOY pue]  :!1AION

(001 £q pardniniA) anfeA uondNpoId 1e10], 341 Aq Pepial( (UONEZIUISPOJ JO X3pU])
uononpold [eImnoudy ay ut sinduj fewmsnpyy [[e Jo wing ayJ, :ojey uonduinsuo) Arerpouuaiu]  :01910N
'] = Jouwreq adreT ‘g = Jowre] a8re-uoN :Jouureq adre :6310N
*| = 1o8euey ‘g = JeSeuey-uoN :Jofeue|y 8910N
*] = Jouwreq A[rured ‘g = Jouwre] A[Iwed-uoN :Jouwreq Ajiureg 1L910N
'] = J310qe] PA193301] () = JAoqe] paroajoadun :JaloqeT Pelaalold 9310N

) 1 = USN {0 = USWOA) :Jopusn $310N
‘1 = preIBi ‘0 = 2veIS1JA 10U PI(T UONBISIA RN

*[u  9ouspadxa - souawadxa = (q)sousuadxa] suonenbo uoissaidal
rerwousjod are Koy 1eyy uaA1S ‘suonenbo uorssaiBar oy ur syeadde 11 Kem 9y ut jqeLrea sy sussaxdal (q)eousuadxy £3J10N

*gousuadxy Jo sreax :eousuadxyg TN

‘uopeonpyg jo sreax payejduro) A[jnjssaoong :uonesnpyg HEIN
‘8861-AVNJ 320§
0000°1 81Ty 1¥0T 8061~ TLLY L1l 8190 8E01” 9E91” 0020"- Lo~ - 41948 8v8E” ssuureguj
0000°1 9SO’ 6vv0™- S0’ 8620 wlio- LY10™- 0Leo 129003 9¢10° €80 SLTT s3urureg
00001 SleT- [ XA} 8650 190 0¢80° - 6180 001T 1v20™- sico- €977 001 «" U0DI
00001 LTS0™- 9200'- Istr LI8O- 6010 910 £L00° 9800 8692~ 001 « UID
. 00001 Y120 8YTI- 10S0™- 0990 €10 0090 Lyel” 6CCT Jaure] 1
00001 96L0™- (174300 9¢S0° 9¢00° L910- 0910 9ev1” Jageuey
00001 0981°- 08zI LL6T- 1Z488 9se’ 8900 Jaumre ‘4
0000°1 8650 £820'- 6990'- 87C0- 0SS0 JYIOM 'Vd
0000°1 8¢10° LLED LLED 8LE0 J3pusn
0000°1 8080 veLe - S0S0°- uoneISIN
00001 $TSSS - 7(q) 1adxg
00001 Sl6l - (9) 3adxg
00001 uoneonpy
s3uturequy suiureg  QOJ & UODI Q0] % UKD JouLreq ] Jogeuepy pured ] JONIOM Vd Iopusn uonesBiy  z(q)3adxg (q)y3edxg uoneanpy
S3]qDLIDA $3]qDIIDA
886T—[1zRlg ‘SI[QRUEA [[ JO XINE]Al UONR[ALIO)) J3PIQ-0197Z 9 qe],
)
91 o=

Aruitoxt provided by Eic:

E



17

Regression Models Estimated:

Model 1
InEarnings = a + B, Years of Education + ¢;

Model 2
InEarnings = o + B, Years of Experience + B, Years of Experience Squared + ¢;

Model 3

InEarnings = a + 1 Years of Education + ,Years of Experience + B3 Years of Experience
Squared + g;

Model 4

LnEarnings = o + B;Migration + ¢;

Model 5
InEarnings = o + ; Years of Education + f3,Years of Experience + B3 Years of Experience
Squared + B4Migration + ¢;

Model 6

InEarnings = a + B1Years of Education + ,Years of Experience + B3 Years of Experience
Squared + B4Gender + BsProtected Agricultural Worker + BgFamily Farmer
+ B7Farm Manager + BgLarge Farmer + ByGini Coefficient of Land
Concentration + B;¢Intermediary Consumption Rate + ¢;

Model 7

InEarnings = a + B Years of Education + B,Years of Experience + B;Years of Experience

: Squared + BsMigration + BsGender + B¢Protected Agricultural Worker +

B7Family Farmer + BgFarm Manager + BgLarge Farmer + BGini
Coefficient of Land Concentration + B;;Intermediary Consumption Rate + ;

Model 8

InEarnings = o + B; Years of Education + B,Years of Experience + B3 Years of Experience
Squared + B4Gender + BsProtected Agricultural Worker + BgFamily Farmer
+ BsFarm Manager + BglLarge Farmer + BoGini Coefficient of Land Con-
centration + BjoIntermediary Consumption Rate + B;;(Education * Gender)
+ Bia(Education * Protected Agricultural Worker) + Bj3(Education * Family
Farmer) + 14(Education * Farm Manager) + B;s(Education * Large Farmer)
+ Bis(Education * Gini Coefficient of Land Concentration) + B17(Education
* Intermediary Consumption Rate) + B;g(Experience * Gender) +
B1s(Experience * Protected Agricultural Worker) + B,o(Experience * Family
Farmer) + B, (Experience * Farm Manager) + Bzz(Experience * Large
Farmer) + By(Experience * Gini Coefficient of Land Concentration) +
B24(Experience * Intermediary Consumption Rate) + €;

<2
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Model 9
InEarnings = a. + B, Years of Education + B, Years of Experience + B3Years of Experience
' Squared + BsMigration + BsGender + BgProtected Agricultural Worker +

B,Family Farmer + BgFarm Manager + BoLarge Farmer + B,0Gini
Cocfficient of Land Concentration + B;;Intermediary Consumption Rate +
Bi2(Education * Gender) + B3(Education * Protected Agricultural Worker)
+ Bi4(Education * Family Farmer) + B;s(Education * Farm Manager) +
Bis(Education * Large Farmer) + ;7(Education * Gini Coefficient of Land
Concentration) + 13(Education * Intermediary Consumption Rate) +
Bio(Experience * Gender) + Byo(Experience * Protected Agricultural
Worker) + B,;(Experience * Family Farmer) + ,,(Experience * Farm
Manager) + Bo3(Experience * Large Farmer) + B,4(Experience * Gini
Coefficient of Land Concentration) + B,s(Experience * Intermediary
Consumption Rate) +&.

VII. Results

Direct Effects: Linear Combinations of Human Capital Variables

In the first part of the analysis of our empirical findings, we check the acceptability of
three of the theoretical hypotheses presented above (Hypotheses 1, 2, and 4); the test of
Hypothesis 3 is deferred and will follow that of Hypothesis 5, in the next section of the
paper for the case of Brazilian agriculture. Hypothesis 1 will be assessed by the
observation of different regression models containing a varying number of human capital
variables. These models will be basically the same for the three different years (1973,
1982, and 1988). Hypothesis 2, on the other hand, will be assessed by comparisons
among the three different years. If this hypothesis is true, the rates of return to human
capital variables would increase over time. We apply r-tests for the equality between
parameters of the effect of human capital variables on earnings in the three different
years. Hypothesis 4 tests whether the regression coefficients of the structural variables
are significant in the three years.

Tables 7, 8, and 9 show the regression coefficients and percentage increments to
each additional year of education and of experience. These provide the tests of these
hypotheses. Every regression equation in these three tables is statistically significant..
They show that the earnings returns to education in all years, for each model, are positive,
statistically significant, and high. The figures for education vary from a return of about a
9 percent increment to income for each year of additional schooling (in Model 6 of
Table 7) to about 18.5 percent (in Model 5 of Table 9). These findings are very similar to
those from previous analysis based on the Brazilian labor force as a whole and for the -
urban labor force (see note number 6 for citations); and they are markedly different from
the few previous analyses of earnings returns to schooling in Brazilian agriculture (see
note number 7 for citations). These previous studies for Brazilian farm people found no
lsigniﬁcant returns to additional years of education. The enormous differences between
our findings and those from the previous studies are probably due to three reasons. First,
such studies cover only a few localities.of. the country. Second, they contain only family
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farmers. Their omission of agricultural workers and managers is very serious, given that
these two groups of people presumably have their earnings completely determined by
factors other than ownership of physical capital or land. Third, their samples are too small
for detailed statistical analysis. Our own study is based on nationwide household
probability samples taken at three points in time (1973, 1982, and 1988), and includes
five different class/segment categories, as well as other key variables, each of which is
statistically controlled. '

However, the rates of earnings returns to schooling for the farmers’ class
groups—family farmers and large farmers—may have been slightly overestimated in the
present study, given that we do not have any information about the amount of physical
capital and land that each farmer owns. Hence, our guess is that the real rates of earnings
return to education in Brazilian agriculture might be a trifle lower than estimated here, but
considerably higher than had been previously estimated. In other words, though they
might be a little lower than our findings indicate, the impact of schooling on the earnings
of the farm labor force is positive, statistically significant, and very large.

Paralleling the above, our estimates of the earnings returns to work experience of
the agricultural labor force in Brazil are also impressive. They vary from about T percent
per year (Model 7 of Table 7) to about 2.5 percent (Model 3 of Table 8) for each
additional year of experience. These figures are all statistically significant and possibly
higher than those for the urban labor force. Considering that the number of years of

experience ranges up to 60, 1 percent per year could amount to a great deal. This indicates
 that work experience plays a very important role in Brazilian agricultural economy.

Thus our first hypothesis is clearly supported by the empirical evidence. Human
capital obviously has a substantial effect on the earnings levels of the farm labor force in
Brazil. , '

About the temporal variations in the rates of return to human capital, we see that
our findings provide little, if any, support for Hypothesis 2. The estimates of earnings
returns to schooling tended to increase a little bit as time passed and the level of
modernization/development rose. The regression coefficients of education in 1988 are, in
general, significantly higher (at | t | > 3.00) than those from 1973 and 1982.* However, the
figures from 1982 are not significantly higher than those of 1973. Concerning experience,
we find that the earnings returns to each additional year of experience was highest in
1982. The support for the temporal aspect of second hypothesis is too equivocal to permit
its acceptance. It is rejected (we shall check the regional aspect later).

This even under conditions of extraordinarily tight statistical control, the
percentage increments to income of each additional year of human capital accumulated
(education and experience) was found to be high in each of the three years, and the
increments noted for any one year are about the same as those noted for any other.

' The evidence prescribed so far has assumed linear effects of the combination of
human capital variables. But these are not the only ones predicted by current theory.
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Table 7: Unstandardized Regression Coefficients, Percentage Increments of Earnings Attributed
to Unit Increments of Independent Variable, and Standardized Regression Coefficients,

Brazil-1973
Independent Model Model Model Model Model Model Model
Variables 1 2 3 4 5 6 7
Education 13669+ .16823* - .16547* .08707* .08766*
(14.647%) (18.321%) (17.995%) (9.097%) (9.162%)
[.28995] [.35654] [.35070] [.18454] [.18578]
Experience .02010* .02366* .02291* .00994* .00964*
(2.030%) (2.394%) (2.317%) (.999%) (.969%)
[.42567] [.50101] [.48510] [.21047} [.20408]
Experience? -.00054*  -.00056* -00054*  -.00027*  -.00026*
(-.054%) (-.056%) (-.054%) (-.027%) (-.026%)
[-.25083] [-.26102] [-.25106] [-.12750}) [-.12310]
Migration .30393* .20292* 11330*
(35.517%) (22.497%) (11.997%)
[.15184] [.10106] [.05642]
Gender .13138* 13147+
(Male) (14.040%) (14.050%)
[.31358] [.05606]
Protected 31358* 31727+
Agricultural (36.831%) "(37.337%)
Worker [.08978] [.09084]
Family Farmer .60398* .59904*
(82.939%) (82.037%)
[.39185] [.38865]
Farm Manager ! .56066* 55135+
(75.182%) (73.559%)
[.07189] [.07069]
Large Farmer 1.18710* 1.18200*
(227.76%) (226.09%)
[.44948] [.44755]
Gini Coefficient of -.00310* -.00290*
Land (-.310%) (-.290%)
Concentration [-.02601] [-.02435]
Intermediary .01881* .01735*
Consumption Rate (1.899%) (1.750%)
[.17673] [.16307]
Intercept 1.38449* 1.63379* 1.38383* 1.52273* 1.34905* .90971* .89674*
R? 0841 .0992 2216 0231 2316 4245 4275
Adjusted R? .0840 .0992 2215 .0230 2316 4243 4273
N 32178 31567 31567 32178 31567 31567 31567
Source: PNAD-1973.
Note;: *tl >3.00.
Notez:  Percentage Increment = (” - 1) X 100.
Notes: Numbers Between Brackets Are Standardized Regression Coefficients.
Notes: Dependent Variable: InEarnings.
Notes: Education: Successfully Completed Years of Education.
Notes: Experience: Number of Years Since Started to Work.
Note: Migration: Did not Migrated = 0; Migrated = 1.
Notes: Educati*Experien: Interaction Term of Education and Experience.
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Table 8: Unstandardized Regression Coefficients, Percentage Increments of Earnings Attributed
to Unit Increments of Independent Variables, and Standardized Regression Coefficients,

Brazil-1982
Independent Model Model Model Model
Variables l 2 3 6
Education .11245* .15328* .09379*
(11.902%) (16.565%) (9.833%)
[.30774) [.41948) [.25667)
Experience .01383* .02485* .01650*
(1.393%) (2.516%) (1.664%)
[.26846) [.48194] [.32006)
Experience? -.00044* -.00068* -.00053*
(-.044%) (-.068%) (-.053%)
[-.17792] [-.27819) [-.21484)
Gender .32780*
(Male) (38.791%)
[.12856]
Protected Agricultural .41888*
Worker (52.026%)
[.12891]
Family Farmer : 22247+
(24.916%)
[.13305]
Farm Manager .62222*
' (86.306%)
[.08400]
Large Farmer 1.31968*
(274.222%)
[.34330]
Gini Coefficient of Land -.00419*
Concentration (-.418%)
[-.03185]
Intermediary .00923*
Consumption Rate (.927%)
[.10014]
Intercept 5.58335* 5.84247* 5.59485* 5.28888*
R? 0947 .0396 2069 3456
Adjusted R? .0947 .0396 .2069 .3455
N 68607 69561 68607 68607

Source: PNAD-1982.

Note: *1t1>3.00.

Notesy: Percentage Increment = (® - 1) X 100.

Note;s: Numbers Between Brackets Are Standardized Regression Coefficients.
Notes: Dependent Variable: InEarnings.

Notes: Education: Successfully Completed Years of Education.

Notes: Experience: Number of Years Since Started to Work.

Notes: Educati*Experien: Interaction Term of Education and Experience.
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Table 9: Unstandardized Regression Coefficients, Percentage Increments of Earnings Attributed
to Unit Increments of Independent Variables, and Standardized Regression Coefficients,

Brazil-1988
Independent Model Model Model Model Model Model Model
Variables 1 2 3 4 S 6 7

Education 14659+ .16837* .16947* .10281* .10400*
(15.788%) (18.337%) (18.468%) (10.828%) (10.960%)

[.38481] [.44199] [.44489] [.26990] [.27301]

Experience .01497* .02220* .02382* .01411* .01485*

(1.508%) (2.245%) (2411%) (1.421%) (1.496%)

[.23848] [.35371] . [.37938] [.22475] [.23663]

Experience’ -.00053* -.00059* -.00065* -.00046* -.00048*

(-.053%) (-.059%) (--065%) (-.046%) (-.048%)

[-.17034]  {-.19013] [-.20908] [-.14711] [-.15592]

Migration -.04423* .13415* .06017*
(-4.327%) (14.356%) (6.202%)

[-.02004] [.06078] [.02726]

Gender .28768* .28990*
(Male) (33.333%) (33.629%)

[.09597] [.09671]

Protected .49056* .49269*
Agricultural (63.323%) ' (63.671%)

Worker [.14681] [.14745]

Family Farmer ‘ .28855% .28998*

(33.449%) '(33.640%)
[.14613] [.14686]
Farm Manager .70641* .70154*
(102.67%) (101.69%)
[.09665] [.09600]
Large Farmer 1.52787* 1.52479*
(360.84%) (359.42%)
[.31864] [.31800]

Gini Coefficient of -.01120* -.01133*
Land . (-1.114%) (-1.127%)
Concentration [-.07295] [-07378]
Intermediary ' .00852* .00773*
Consumption Rate (.856%) (.776%) -

_ [.09101] [.08263]

Intercept 5.64439* . 6.00785* 5.67631* 5.93684* 5.64790* 6.00701* 6.01984*
R? .1481 .0318 .2166 .0004 2199 3378 .3385
Adjusted R? .1480 .0317 2164 .0003 2197 3375 .3381

N 19087 19089 19087 19089 19087 19087 19087

Source:  PNAD-1988.

Note: *1tl>3.00.

Note;: Percentage Increment = ®- 1) X 100. .

Note;: Numbers Between Brackets Are Standardized Regression Coefficients.
Notes: Dependent Variable: InEamings.

Notes: Education: Successfully Completed Years of Education.

Noteg: Experience: Number of Years Since Started to Work.

Noter: Migration: Did not Migrated = 0; Migrated = 1.

Noteg: Educati*Experien: Interaction Term of Education and Experience.

BEST COPY AVAILABLE \
ERIC | <




23

Direct Effects: Linear Combinations of Social Class/Labor

Market Segmentation Variables

Hypothesis 4 is tested by data presented in Models 6 and 7 of Tables 7, 8, and 9. The test
of Hypothesis 3 is deferred to the next section. Each of the statistical models shows that
all the dummy variables that together define class structure and labor market segmentation
show large and statistically significant direct effects on earnings. This is consistent
support for the fourth hypothesis. Specifically, each of the four categories had higher
average earnings than the reference group (Unprotected Agricultural Workers).

But their positions appear to have changed over the 1973~1988 period. While in
1973 the Family Farmer category was the second highest earnings group (just below the
Large Farmer category), in 1982 and 1988 it was the second lowest (higher only than the
reference group). In other words, in the 1980s the average earnings of those who
belonged to the classes of Protected Agricultural Workers and Farm Managers gained
higher average earnings (relative to the day laborers we have called “unprotected”) than
those who belonged to the Family Farmers class category. This is probably a result of the
recent formation of a corps of skilled and semiskilled agricultural laborers, who now
occupy positions as Protected Agricultural Workers and Farm Managers.’’ A possible
explanation is that these more skilled workers have been becoming more and more
necessary, and so the higher demand for them would explain the rising level of their
earnings. On the other hand, the steep increase in the difference between the average
earnings of the Family Farmer category and the reference group (from about 8 percent in
1973 to around 30 percent in the 1980s) may mean that the relative productivity of
family-sized farms had fallen. Or it may mean that the prices for food for domestic
consumption have been kept low and are produced by small operators, while the prices
for export products produced by large operators and those specialized labor respond to the
more profitable demands of the world market.*®

. Migration’s income increment was around 11 percent in 1973 but half that in
1988.

Other structural variables yield more or less predictable findings. Concerning
gender, the average earnings of males were always higher than those of females. The
difference, about 14 percent in 1973, rose to about 40 percent in 1982, and fell back a bit
to around 30 percent in 1988.

The Gini Coefficient of Land Concentration’s effect on earnings was negative in
each year, and this negative effect increased from 1973 to 1982 (from about -0.3 percent
to more than -0.4 percent), and had more than doubled by 1988 (about -1.1 percent).
Finally, concerning the level of temporal modernization (Intermediary Consumption
Rate), we see that its effect on earnings decreased from around 1.8 percent in 1973 to
around 0.9 percent in 1982 and 0.8 percent in 1988. Thus land concentration increasingly
depressed worker’s earnings over the period, on-farm technological modernization tended
increasingly to raise them.

The impact of each of the latter two variables is quite large: recall that their
ranges are from zero to 100, e.g., when an increase of one point on a 101-point scale
yields an increase increment of a quarter of a percent, one is observing a large impact
indeed.
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Effects of Nonlinear Combinations of Human Capital and Structural Variables

In the previous section, we analyzed the direct effects (i.e., linear combinations) of human
capital and structural variables on earnings, using statistical models which included both
sets of variables. In the present section, we will analyze the interaction between human
capital and structural variables. In other words, we will observe whether or not the
structural variables modify the relationship between human capital and earnings.

The first hypothesis to be tested in this section is Hypothesis 5, which predicts
that the rate of earnings returns to human capital varies between social classes/labor
market segments, i.e., the social class/labor market positions modify the relationship
between human capital variables and earnings. More specifically:

a) Farm managers have a higher rate of earnings returns to human capital
than agricultural workers.

b) ‘Farmers (both groups) have a lower rate of earnings returns to human
capital than farm managers.

c) Protected agricultural workers have a higher rate of earnings returns to
human capital than unprotected agricultural workers.

Hypothesis 3 is to be tested next. From the conjecture on the allocative effect of
education on earnings, we predict that decision makers (farmers and managers) will be
found to have higher rates of earnings returns to human capital than will other classes.*

The next prediction is from Hypothesis 6. From the structuralist approach, we test
the hypothesis that the average rate of earnings returns to schooling is higher in areas with
lower levels of land concentration. We will then reassess Hypothesis 2 (the
Modernization Theory Hypothesis) using regional, rather than temporal, variations.

Hypothesis 5 generates three predictions. The first prediction states that farm
managers should show higher rates of earnings returns to human capital than agricultural
workers, in that human capital reinforces managers’ authority over workers. The second
prediction states that farmers (both family and large) should have lower rates of return to
human capital than managers, given that their earnings, unlike managers, should be more
a function of the amount of land and physical capital they own than their stock of human
capital. Finally, the third prediction states that protected agricultural workers should show
higher rates of return to human capital than unprotected agricultural workers, due to labor
market segmentation, i.e., the former are employed in a more technologically advanced,
skills-demanding, and unionized farming systems; the latter more often employed low-
technology, low-skills-demanding, nonunionized farming systems.

Hypothesis 3 predicts that decision makers should obtain higher rates of return to
human capital than nondecision makers, given that they benefit twice from human capital:
unlike the better educated and more experienced of the working class, they not only have
this advantage but also a position that permits than to exercise their expertise. Thus, we
should expect family farmers, managers, and large farmers to show the highest rates of
return to human capital. This prediction is in agreement with the first expectation (a) of
Hypothesis 5, but not with the second (b).

We assess Hypotheses 5, then 3, by testing the statistical significance of the
interaction terms between education and the social class variables, and between
experience and the social class variables. Tables 10, 11, and 12 present the necessary
information.
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Our findings are that:

a) The first prediction from Hypothesis 5 is supported by the empirical data,
wherein education is the human capital factor under consideration. Managers have net
earnings returns to a year of additional schooling at least 5.62 percent higher than those
both unprotected and protected classes of agricultural workers. However, when
experience is the human capital factor under consideration, the first prediction from
Hypothesis 5 does not find any empirical support. In none of the three years is the
interaction term of experience and the farm manager dummy variable significant. This
does not represent a problem for class analysis theorists for they have only applied it to
education. We ourselves decided to extend the hypothesis to experience. But it is
perfectly consistent with class-analytic logic. Therefore, we can conclude that one of the
class analysis predictions is partially supported by our findings—strongly as concerning
education; not at all as concerning experience.

b) The second prediction from Hypothesis 5 finds no empirical support from our
figures. When we look at Tables 10, 11, and 12, we see that, with the exception of 1973,
the interaction terms of education and the farm manager variable, and education and the
large farmer variable are not significantly different.*’ Concerning experience, we see that
family farmer and large farmer classes both have higher rates of earnings returns to
experience than managers in each of the three samples. These findings might indicate that
the prediction from Hypothesis 3 is strongly supported by our data, i.e., the rates of
earnings returns to human capital for decision makers are higher than for nondecision
makers. (This would explain why we do not find much difference in the rates of returns to
education for farmers and for farm managers.) However, the fact that the rate of returns to
experience is so much higher for farmers may just be a consequence of the fact that as
farmers become older they are able to buy more land and accumulate more physical
capital. In the same way, similar rates of returns to education for farmers and managers
may also be untrue. High rates of return to education for farmers might only be a
consequence of the association between education and amount of physical capital and
land owned by the farmer, which could be causing spurious results. Indeed, there is no
way for us to estimate which explanation is more reliable, given that we do not have
information about amount of physical capital and land owned by each farmer. Therefore,
we conclude that our findings do not support the second prediction of Hypothesis 5
(managers have higher rates than farmers), but appear to support Hypothesis 3 (decision
makers have higher return rates), although this conclusion is not certain, due to the lack of
information about important control variables.
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Table 10: Unstandardized Regression Coefficients, Percentage Increments of Earnings
Attributed to Unit Increments of Independent Variables, and Standardized Regression
Coefficients, Brazil-1973

Independent Model Model
Variables 8 9
Education .09739* .08630
(10.229%) (9.013%)
[.20641] [-18290]
Experience .01826* .01761*
(1.843%) (1.777%)
[.38666] [.37293]
Experience? -.00032* . -.00031*
(-.032%) (--310%)
[-.14863] [-.14508)
Migration .10574*
(11.153%)
[.05266]
Gender .11883* .11957*
(Male) . (12.618%) (12.701%)
[.05067] [.05098]
Protected Agricultural 31617+ .31796*
Worker (37.186%) (37.432%)
[.09052) [.09104)]
Family Farmer . .59520* .59092*
(81.339%) (80.565%)
[.38616] [.38338]
Farm Manager .31246* .31233*
(36.678%) (36.661%)
[.04006) [.04005]
Large Farmer .92355* .92518*
(151.821%) (152.232%)
[.34969] [.35031]
Gini Coeffcient of Land -.00217 -.00223
Concentration (-.217%) (-.223%)
[-.01822] [-.01872]
Intermediary .01779* ' .01654*
Consumption Rate (1.795%) ) (1.668%)
[.16716] [.15537)]
Education*Gender .01314 .01253
(1.323%) (1.261%)
[.02780] [.02652]
Education*Protected .00451 .00509
Agricultural (.452%) (.510%)
Worker [.00319] [.00361]
Education*Family Farmer ©.00361 .00315
(-362%) (.315%)
[.00549] [.00480]
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Table 10: Unstandardized Regression Coefficients, Percentage Increments of Earnings
Attributed to Unit Increments of Independent Variables, and Standardized Regression
Coefficients, Brazil-1973—Con.

Independent Model Model
Variables 8 ] 9
Education*Farm Manager .08755* .08454*
(9.150%)- (8.821%)
[.04580] [.04423]
Education*Large Farmer .06624* .06417*
: (6.848%) (6.627%)
[.08939] [.08659]
Education*Gini Coefficient of Land ’ -.00073 -.00055
Concentration (-.073%) (-.550%)
[-.11953] [-.09054]
Education*Intermediary .00080 .00075
Consumption Rate (.080%) (.075%)
[.03703] [.03463]
Experience*Gender .00262* .00254*
(:262%) (-254%)
[.05178] [.05010]
Experience*Protected  Agricultural -.00447* -.00453*
Worker (-.446%) (-.452%)
[-.01894] [-.01918]}
Experience*Family Farmer 4 .00210* .00216*
(-210%) (.216%)
: [.03145] [.03235]
Experience*Farm Manager ) .00546 i 00531
(.547%) (.532%)
[.01133] [.01103]
Experience*Large Farmer . .01208* .01191*
(1.215%) (1.198%)
- [.08490] [.08373]
Experience*Gini Coeffcient of Land -.00015* : -.00015*
Concentration (-.015%) (-.015%)
[-.25851] [-.24489]
Experience* .00002 : .00001
Intermediary (.002%) (.001%)
Consumption Rate * [.00730] {.00286]
Intercept .89701* .90133*
R? 4321 4347
Adjusted R? 4317 ) 4342
N ) 31567 31567

Source: PNAD-1973.

Note: *t1>3.00.

Notes: Percentage Increment = (c" - 1) X 100.

Notes: Numbers Between Brackets Are Standardized Regression Coefficients.
Notes: Dependent Variable: InEamings. :

Notes: Education: Successfully Completed Years of Education.

Notes: Experience: Number of Years Since Started to Work.

Notes: Educati*Experien: Interaction Term of Education and Experience.

(Page 2 of 2)
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Table 11: Unstandardized Regression Coefficients, Percentage Increments of Earnings
Attributed to Unit Increments of Independent Variables, and Standardized Regression
Coefficients, Brazil-1982

Independent Model
Variables 8

Education .09224*
(9.663%)
[.25242]
Experience .02936*
(2.980%)
[.56930]
Experience? -.00058*
(-.058%)
[-.23907]
Gender 30442+
(Male) (35.584%)
[.11939]
Protected Agricultural .44189*
Worker (55.564%)
[.13599]
Family Farmer 11213*
(11.866%)
) [.07304]
Farm Manager . .44407*
: : (55.904%)
[.05995]
Large Farmer .99858*
(171.442%)
[.25977]
Gini Coeffcient of Land -.00186
Concentration (-.186%)
[-.01414]
Intermediary ' .00815*
Consumption Rate (.818%)
[.08843]
Education*Gender ©.00327**
(:328%)
[.00881]
Education*Protected Agricultural Worker -.00166
(-.166%)
[-.00161]
Education*Family Farmer .03933*
(4.011%)
[.07124]
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Independent Model
Variables 8
Education*Farm Manager .06463*
(6.676%)
[.04821]
Education*Large Farmer .06133*
(6.325%)
{.08967]
Education*Gini Coefficient of Land Concentration -.00044
(-.044%)
{-.09476]
Education *Intermediary Consumption Rate .00031
(.031%)
{.02781]
Experience*Gender .00625*
(.627%)
[.11412]
Experience*Protected Agricultural Worker -.00550*
(-.548%)
{-.02363]
Experience*Family Farmer .00760*
(.763%)
{.10084]
Experience*Farm Manager .00156
(.156%)
{.00326]
Experience*Large Farmer .01351*
(1.360%)
{.00684]
Experience*Gini Coeffcient of Land -.00029*
Concentration (-.029%)
{-.45648]
Experience* .00009*
Intermediary (.009%)
Consumption Rate {.04762]
Intercept 5.20085*
R .3560
Adjusted R .3557
N 68607

Source:  PNAD-1982.
Note;: *1t1>3.00.
Note;: Percentage Increment = (e - 1) X 100.

Notes: Numbers Between Brackets Are Standardized Regression Coefficients.

Notes: Dependent Variable: InEarnings.

Notes: Education: Successfully Completed Years of Education.

Notes: Experience: Number of Years Since Started to Work.

Noter: Educati*Experien: Interaction Term of Education and Experience.
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Table 12: Unstandardized Regression Coefficients, Percentage Increments of Earnings
Attributed to Unit Increments of Independent Variables, and Standardized Regression
Coefficients, Brazil-1988

Independent Model Model
Variables 8 9
Education .04268 04702
(4.360%) (4.833%)
T {.11204] [.12344]
Experience .02000* .02082*
(2.020%) (2.104%)
[.31866] [.33161]
Experience? -.00052* -.00054*
(-.052%) (-.540%)
[-.16694] : [-.17296]
Migration .04417*
(4.516%)
[.02002]
Gender .29550* .29778*
(Male) (34.380%) (34.687%)
[.09858] [.09934]
Protected Agricultural .55790* .55963*
Worker (74.700%) (75.002%)
{.16696] [.16748]
Family Farmer .21086* .21395*
(23.474%) (23.856%)
[.10679] [.10836]
Farm Manager .52103* .52309*
(68.376%) (68.723%)
[.07129] [.07157]
Large Farmer 1.27963* 1.28506*
: (259.531%) _ (261.488%)
{.26687] {.26800]
Gini Coeffcient of Land -.01183* -.01187*
Concentration (-1.176%) (-1.180%)
{-.07705] {-.07733]
Intermediary . .00833* .00783*
Consumption Rate (.836%) (.786%)
{.08904] [.08371]
Education*Gender -.01465 -.01495
(-1.454%) (-1.484%)
{-.03797] {-.03875]
Education*Protected  Agricuitural ‘ -.02389 -.02445
Worker (-2.361%) (-2.415%)
[-.02491] [-.02548]
Education*Family Farmer .03073* .02992*
(3.121%) (3.037%)
[.05776] [.05622]
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Table 12: Unstandardized Regression Coefficients, Percentage Increments of Earnings
Attributed to Unit Increments of Independent Variables, and Standardized Regression
Coefficients, Brazil-1988—Con.

Independent Model Model
Variables 8 9

Education*Farm Manager .05312% . .05175*
(5.456%) (5.311%)
[.05071] [.04940]
Education*Large Farmer .05203* .05040*
(5.341%) (5.169%)
[.07243] [.07017]

Education*Gini Coefficient of Land .00071 .00069
Concentration (.071%) (.069%)
_ [.14877] [.14340]

Education*Intermediary -.00015 -.00017
Consumption Rate (-.015%) (-.017%)
[-.01250] [-.01416]

Experience*Gender .00487* .00477*
(.488%) (.478%)
[.07299] [.07160]

Experience*Protected  Agricultural -.00764* -00791*

Worker (-.761%) (-.788%)
[-.03207] [-.03320]
Experience*Family Farmer .00626* .00600*
(.628%) (.602%)

[.06800] _ [.06519]

Experience*Farm Manager .00103 .00049
(.103%) (.049%)
[.00205] [.00098]

Experience*Large Farmer .00764* .00734*
(.767%) (.737%)

[.02984] [.02869]

Experience*Gini Coeffcient of Land -.00017 -.00017
Concentration (-.017%) (-.017%)
. [-.22019] [-.21776)
Experience* -.00008** .00007**
Intermediary (.008%) (.007%)
Consumption Rate [.03265] [.02915]
Intercept 6.09578* 6.09769*

R? 3445 3448

Adjusted R? .3437 .3440

N 19087 19087

Source: PNAD-1988.

Noter: *ti>3.00.

Notes: Percentage Increment = (eb -1 X 100.

Notes: Numbers Between Brackets Are Standardized Regression Coefficients.
Notes: Dependent Variable: InEamings.

Notes: Education: Successfully Completed Years of Education.

Notes: Experience: Number of Years Since Started to Work.

Noter: Educati*Experien: Interaction Term of Education and Experience.
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c) The third prediction of Hypothesis 5 also fails to gain support from our
statistical analysis. Our figures from Tables 10, 11, and 12 show that the rates of return to
education for protected agricultural workers are not significantly higher than the rates of
return to education for unprotected agricultural workers, in any of our three samples.
Concerning experience, we see that the regression coefficients for the interaction term
between experience and the dummy variable of protected agricultural worker are always
negative and statistically significant (at | t|> 3.00). This indicates that earnings returns to
experience for protected workers is considerably lower than for unprotected workers.
This is the opposite of what we expected, when based on the prediction from the labor
market segmentation theory. It was. hypothesized that due to the fact that protected
workers are unionized while unprotected workers are not, the former group would be able
to impose recognition of seniority by employers while the latter would not. This
prediction finds no support from our data. Indeed this negative evidence is so striking that
it may suggest an examination of the value of unionization.

We will assess Hypothesis 6 in the same way we did for our two previous
hypotheses. The difference is that now we will test whether the interaction term between
human capital factors (education and experience) and the Gini coefficientof land
concentration is negative. That is, we expect the earnings returns to human capital to
decrease as the level of land concentration increases. The rational for this hypothesis is
that in areas with high levels of land concentration there are relatively few buyers of
labor. In such instances, it would be easier for management to depress wage increases
linked to human capital improvements. Our figures from Tables 10, 11, and 12, however,
show that this hypothesis does not find any support from our data samples, despite the
appeal it may have. The interaction terms between education and Gini coefficient are
never significant (at | t | > 3.00). Concerning the interaction between experience and Gini
coefficient, the findings are mixed, i.e., the figures from 1973 and 1982 show significant
coefficients, but the numbers for 1988 are not significant. Hence, we conclude that
Hypothesis 6 is not supported by our analysis.

Finally, in order to reassess the Modernization Theory Hypothesis—which states
that the rate of return to human capital should increase as the level of technological
modernization rises—we test whether the interaction terms between human capital factors
(education and experience) and the Intermediary Consumption Rate for agricultural
production is positive in our three data samples. The figures in Tables 10, 11, and 12 do
not support this hypothesis. Most interaction terms between human capital factors
(education and experience) and the Intermediary Consumption Rates are not significant
(at1t1>3.00).*! Hence, we are now able to come to a more general judgment about the
validity of the Modernization Theory Hypothesis. Like previous research which assessed
this hypothesis for Brazilian labor force as a whole, our analysis finds very little empirical
support for it.*? Probably, the main problem with this prediction is that it does not take
under consideration that the demand for skilled labor might be higher where the
production system is dominated by more capital intensive technologies, but that the
supply of skilled labor is also much higher in these regions. In other words, as the demand
for skilled labor increases we also see a rise in the investments in human capital—more
specifically, in education and vocational training.
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VIIIL Conclusions and Policy Implications

The main goal of the present study was to analyze the process of earnings determination
in the agricultural sector in Brazil. Among the main causal factors analyzed here, we
have: human capital, labor market segmentation, gender, class position, level of
development, and land concentration. We not only observed the direct effects of each
variable on earnings, but also estimated the interactions between variables, in particular
the ways structural factors might mediate, and thus modify, the relation between human
capital and earnings.

The first important finding from this study is that (contrary to previous reports)
the earnings returns to the human capital of the agricultural labor force in Brazil are
positive and high. This has important theoretical and policy implications, given that the
impact of human capital investments on agricultural development appears to have been
grossly understated in earlier, but less definitive, research.

Our second finding is related to the relationship between development/moderni-
zation and the rate of earnings returns to human capital. The overall conclusion about this
is that development/modernization does not seem to be an important modifier of the
relation between human capital and earnings. Both types of analysis conducted here—

. cross-state and over-time change analyses—have provided little if any empirical support

for the Modernization Theory Hypothesis. The main reason may be that, even though
capital and skilled labor may be complementary, the démand and the supply for skilled
agricultural laborers vary together. In other words, in locations and years in which the
demand for skilled labor is higher—due to more intensive use of capital—the educational
and vocational training systems are also more able to provide a supply sufficient to fill the
existing demand. .

Besides human capital factors, we found that certain structural variables present
very significant effects on earnings in Brazilian agriculture. We treated class division and
labor market segmentation as a single variable. We found that it has direct and
independent effects, net of all other variables, on earnings. More specifically, our findings
show that: a) large farmers always have the highest earnings levels, and that this grew
over the years; b) farm managers, with the exception of 1973, had the second highest
levels of earnings; ¢) family farmers had the second highest level of earnings in 1973, but
had fallen down to the fourth position in 1982 and 1988; d) protected agricultural
workers, with the exception of 1973, had the third highest level of earnings; and
e) unprotected agricultural workers were always found in the bottom of the earnings
stratification system. A

Agricultural modernization of regions is another structural variable which was
found to have a significant and independent effect on earnings, as was land concentration.
However, while the former had a positive net effect (i.e., the higher the level of
modernization the higher the average level of earnings) the latter had a negative net effect
(i.e., the higher the level of land concentration the lower the average level of earnings).
Even more important, given that we can compare the unstandardized regression
coefficients for these two variables, we can say that up to 1982 the positive effect of
agricultural modernization was greater than the negative effect of land concentration.
However, by 1988 the negative effect of land concentration on earnings had become
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greater than the positive effect of agricultural modernization. This implies that in the

process of socioeconomic change, Brazilian agriculture experienced forces acting in

opposite directions on the earnings of the agricultural labor force. In turn this suggests
that, on the whole, this process might no longer be improving the quality of life of that
population.

In addition to the present strong evidence of direct and independent effects of
structural variables on earnings, net of human capital variables, we also found that most
structural factors do not seem to work very well as modifiers of the relationship between
human capital and eamings. Even though protected agricultural workers earn
substantially more than unprotected workers, the average percentages of earnings returns
to one additional year of education or experience are not significantly different between
the two groups. In the same way, the earnings returns to human capital are not much
different between farm managers and farmers. The only prediction of class analysis
(social class’ modification of the relationship between human capital and earnings) which
is well supported by our data analysis is that farm managers really have earnings returns
to education that are higher than those of agricultural workers. However, given that
farmers do too, we could say that this finding provides even more support for the-analysis
.of the allocative effects of education on earnings, which predicts that decision makers
should have higher earnings returns to schooling than nondecision makers. In the same
way, land concentration and agricultural modernization levels do not seem to mediate the
relationship between human capital factors and earnings.

" These conclusions have implications that might be considered by policy makers in

Brazil and perhaps other developing nations. They may be summarized as follows:

1- The most important of our conclusions is that human capital definitely exerts a strong
and consistent positive economic impact on the earnings of the farm labor force in
Brazil, independent of level of development/modernization, land concentration,
gender, and social class. This includes both education and experience. To the extent
to which earnings and productivity vary together, as is often assumed in the literature,
this implies that investment in the rural labor force’s human capital should increase
agricultural productivity. Strategies for agricultural development in Brazil should
include proposals for the improvement of the human capital stock of the rural labor
force.

2- Agricultural land redistribution may be useful in Brazil—and for purely economic
reasons, if not others. For 1973 to 1988, at least, the negative impact of the high
levels of land concentration in Brazil overcame the positive effects of agricultural
modermization. Therefore, one policy would apply a comprehensive agrarian reform
program accompanied by a strategy of agricultural modernization. However, our
findings also suggest another strategy that could be implemented side by side with a
land reform program: a policy to encourage the creation of additional protected jobs
in agriculture. We found here that, during the 1980s, protected agricultural workers
tended to earn more than family farmers. So a policy program for judiciously cutting
part of the high costs of protecting workers could encourage the creation of good
quality jobs, generating substantial income, with lower political and economic costs
than agrarian reforms.
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These are, in summary, the main policy implications of our study. We hope our
findings can influence somehow future projects for socioecoriomic development of

Brazilian agriculture, given that it is probably the most complete analysis to date of the
process of earnings determination in the Brazilian agricultural economy.
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Notes

1. It was still less than US$ 5,000.00 in 1996, according to figures released by the Brazilian
Institute of Geography and Statistics IBGE), and reported in some Brazilian newspapers. This figure is not
a Purchase Power Farity statistic, i.e., it is based only on exchange rates. Purchase Power Parity figures
about Brazilian per capita income show considerable improvement. Calculated only by the exchange rate
though, the Brazilian per capita income is lower than those from many other NICs, such as Argentina,
Mexico, Chile, South Korea, and Taiwan.

2. For a general analysis of Brazilian Economy, see W. Baer, The Brazilian Economy: Growth and
Development (Westport: Prager, 1995).

3. CSN was privatized in the beginning of the 1990s. PETROBRAS, however, is still owned by the
federal government and—even though, two years ago it lost the monopoly for oil extraction in Brazil— it is
still basically the only company doing so. Part of the reason is probably that Brazil produces only about 50
percent of the oil it consumes, and almost all the internally produced oil comes from very deep offshore
reserves. This type of oil extraction is very expensive and also requires exclusive technologies—which have
been developed by PETROBRAS.

4. P. Singer, “Migragaoes Internas: Consideragbes Tedricas Sobre o seu Estudo,” in Migragdes
Internas e Desenvolvimento Regional, ed. CEDEPLAR (Belo Horizonte: CEDEPLAR, 1973). C. Wood
and J. Carvalho, The Demography of Inequality in Brazil (Cambridge: Cambridge University Press, 1988).

5. Brazil, nowadays, has not only most of its GDP production coming from the industrial and
service sectors, but also has more than 50 percent of its external market revenue coming from manufactured
goods.

6. A. Haller and H. Saraiva, “The Income Effects of Education in a Developing Country: Brazil—
1973 and 1982,” Research in Social Stratification and Mobility 11 (1992): 295-336.

7. G. Patrick and E. Kehberg, “Costs and Returns of Education in Five Agricultural Areas of
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