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This study assesses the impact of the conditional cash transfer
programme, Programa Bolsa Família (PBF), on the occupational composition
of the Brazilian labour market. In particular, the goal is to analyse to what
extent the PBF distorts the occupational choice of beneficiaries in the
sense of making them more likely to opt for an informal occupation.

The motive behind this investigation is the idea that income from informal
employment is less visible to the institution managing the programme
than income from formal employment.

There is, however, a major challenge in evaluating the effects of the PBF
on the adult labour supply. Participation in this type of programme is
voluntary. Therefore, the group of beneficiaries may differ in certain
aspects from the group of non-beneficiaries, which might affect both
participation and the choice of occupation. This makes it difficult
to find a comparison group that resembles the treatment group.
Our strategy for identifying the PBF’s effect on occupational
choice seeks to isolate the programme’s real effect from these
differences in the unobservable characteristics of individuals.

One of the major contributions of our article is the application of
a method that allows us to deal with the problem of self-selection
within the PBF based on unobservable characteristics. We exploited
a discontinuity present in the eligibility criteria of the programme,
about the age of the youngest child of the household. We assumed that
the discontinuity around a critical age value (16 years old) represents
an exogenous variation in eligibility that could be accompanied by a
variation in programme participation also around this critical value.
This last variation would represent the effect of the programme
on the occupational choice of the household heads.

This type of strategy is known as Regression Discontinuity
Design (RDD).4 In particular, since eligibility does not coincide
with participation in the programme, the explored methodology
uses the case known as a fuzzy RDD. Our main identification hypothesis
is to assume that the unobservable characteristics of adults in families
whose youngest child reaches the age threshold for eligibility shortly
before the beginning of the school year are very similar to those of families
whose youngest child reaches the eligibility age threshold shortly after the
beginning of the school year.

This is considered a weak assumption, given the randomness component
involved in determining an individual’s exact date of birth. In addition,
we carried out tests whose results are consistent with the validity
of this hypothesis.

The analysis is carried out with 2006 microdata from the National Household
Sample Survey (PNAD) conducted by the Brazilian Institute of Geography
and Statistics (IBGE).

Unlike what was found in the existing empirical literature, our results
suggest that the cash transfer has no impact on the occupational choice
of Brazilian adults among formal and informal jobs. This result appears in
estimates both in a sample of household heads (Table 1) and in what we will
call secondary jobs—that is, those who contribute at home with the second
largest source of income from work, secondary to the income from the main
occupation held by the head of household (Table 2). It is worth mentioning
that this result is solid in a wide range of situations that we have considered.
Twelve separate household samples were used to estimate our parameter
of interest. In all these situations, the estimate was statistically nil.

Table 1: Impact of the PBF on the Occupational Choice of the Household Head

Source: IBGE, 2006.
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