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This article provides a comprehensive analy-
sis of labor earnings volatility in Brazil between
2012 and 2023. During this period, Brazil's econ-
omy experienced intense economic growth fol-
lowed by large recessions, allowing us to assess
changes in volatility over the business cycle.
In addition, Brazil's national household survey
follows individuals throughout an entire year,
covering both formal and informal sectors of
the economy. This offers the perfect setting to
study earnings volatility in developing countries,
a subject that has been mostly investigated in the
context of advanced economies.

We measure volatility using the variance of
the arc percent change. We focus on year-over-
year changes in real earnings, considering three
groups of individuals: only those with positive
earnings in the first and last interviews, including
those with zero earnings in only one period, and
including those with zero earnings in both peri-
ods. Our results indicate that earnings volatility
is much higher in Brazil than in rich countries.
For those with positive earnings in both inter-
views, the variance of the arc percent change
varied from 0.3 to 0.4 for men and 0.2 to 0.35 for
women. Lower volatility among women in Brazil
contrasts with results from developed countries,
where men'’s earnings as less volatile. When we
consider one period with zero earnings, women’s
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volatility becomes larger, varying between 1.0 to
1.2, while for men it is around 0.8 and 1. Includ-
ing individuals with zero earnings in both peri-
ods results in similar levels of earnings volatility
for men and women, between 0.6 and 0.9. As
found in developed countries, earnings volatil-
ity increases during recessions, something we
observe in Brazil after 2015 and during the pan-
demic after 2020.

Apart from documenting the main vola-
tility trends, we also investigate how they vary
by income level, employment-nonemployment
transitions, and transitions between formal
and informal sectors. Volatility is much higher
in the bottom of the earnings distribution. The
lowest levels of volatility are found among work-
ers between the 30" and 40" percentiles of the
earnings distribution, where the minimum wage
binds. After it, volatility slightly increases and
remains constant up to the top of the distribution.
We find that transitions into and out of employ-
ment account for a large share of wage volatility
levels in Brazil, which partially explains the higher
volatility in comparison to rich countries. Volatility
is also higher among informal and self-employed
workers. Differences in self-employment and non-
employment explain most of the differences in
volatility between men and women, as men have
higher levels of self-employment while women
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have more frequent periods with zero earnings.
Despite overall higher volatility in Brazil, the level
of volatility among formal workers is similar to
that observed in richer countries.

We also assess how volatility varies by edu-
cation, race, and marital status. We show that
volatility is lower for individuals with college
degrees. In contrast to the United States, high
school graduates have lower volatility than college
graduates, although their volatility is higher than
those with less than complete high school. White
individuals also have lower volatility in Brazil.
Differences between single and married individ-
uals are less clear and depend on the measure
considered. The level of volatility for couples is
not much different from that of singles.



