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Resumo:

Neste trabalho examinamos as mudangas nas relagtes entre
capital, trabalho € o Estado no Brasil. Ao nivel micro, oferecemos

algumas evidéncias sobre as pézsimas condigries de trabalhoi ao

ju]

nivel macro, da distribuiclo desigual dos frutos do progresso
entre diferentes segmentos dos mercados de trabzalho e bens. Vemos
a situacio presente como uma caracter izada pela indelinigfio, ainda

gque hajam sinais de mudanga para um sistema menos excludente.

Ahstract:

In thie paper we look at the changee in the relation
hetwren capital, labour, and the State in Brazil. At the micro
level, we provide evidences of bad working conditions; and at the
macro level, of the unequal distribution of the fruits of progress
between different segments of the labour and goods markets. We see
the current situation as one characterized by a stalemate between
capital and labour. The Ffuture looks uncertain but the are signg

of change in the direction of a less excludent system.



‘New Unionism’ and the Relation between
Capital, Labour and the State in Brazil

1. Introduction

Until 1980, Brazil was one of the most dynamic and fastest
growing economies in the world. Between 1955 and 1985, the average
rate of growth of industrial output was close to 7% a year. In
1950, agriculture was responsible for 60% of total employment,
while in 1980, the share of agriculture in employment had declined
to 29% of the labour force. In the same period, the industrial
sector increased its participation from 9,4% to 17,2% of total
employment. This important change in the structure of employment
was accompanied by equally drastic changes in the relations
between capital and labour in the country. This paper analyses the
evolution of these relations in Brazil, the causes of their
changes in the last ten years, and the prospects for the future.

First of all, the rapid growth of the economy and its
strucutural transformation generated a very heterogeneous labour
market. Workers in the new industrial sectors are organized into
strong unions, while in traditional sectors, service (except
banking) and commerce, a large share of empoyees work on a non-
signed contract basis and are not organized. The nature of labour
relations varies with the economic sector and the geographical
region. On the average, half of the workers are employed on a non-
signed contract basis and 25% is self-employed. In the industrial

sector, however, about 80% of the workers have a signed contract
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job. We discuss the heteregeneity of the labour force in section 2
of the paper.

In Brazil, capital-Labour relations were, until 1988,
regulated by a set of laws aproved during the thirties and unified
into a labour code named the Consolidag¢ao das Leis do Trabalho
(CLT). It was a comprehensive set of rules regulating almost every
aspect of the wage relation. Social as well as indidividual rights
were contemplated. Being approved during the Vargas dictatorship,
the code had quite an authoritarian and paternalistic character,
and had as one of its main characteristics the notion that
conflicts between capital and labour in the work place should be
avoided, and that the control of workers’ organizations by the
State was an important instrument to reduce labour militancy.
Paternalistc institutions and authoritarian rules, combined with
the idea that conflicts should be sent as fast as possible to the
Labour Courtsileft almost no room for direct negociations. We
discuss the institutional settings of the labour market up until
the 1980’s and the means through which the State tried to avoid
conflict between capital and labour in section 3.

The change in the structure of production and employment
and the democratization proccess which started in 1975, generated
drastic changes in the relation between capital, labour and the
State in Brazil. Using modern technology and Taylorized methods of
production and labour proccesses, the growth of the seventies gave
rise to a rapid increase in labour productivity. The growth in
productivity was not accompanied by a corresponding increase in
real wages nor an increase in social benefits to labour. As a
result, the share of labour in output declined over the 1960’s and

early 1970’s leading to workers’ discontent. In the late 1970’s
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and early 1980’s workers’ dissatisfaction exploded on qguite
violent strikes. This process, which we explore in section 4, can
be taken as a turning point in capital-labour relations in Brazil.

After the labour turmoil of the late seventies, the
structure of unions organization changed dramatically showing a
tendency to centralization at the national level. Two national
unions were created (CUT and CGT), although the law forbided the
existence of such organizations. Even before the appearance of the
central unions, a Workers Party (PT) linked to the most combative
union leaders, was created and turned into an important channel
through which the unions took their demands to the Parliament.

Until 1988, when the new Constitution was approved, the
0ld Labour Code did not suffer any major revision. As unions
became more organized, and the law did not favour direct
bargaining between capital and labour, it became more and more
difficult to avoid confrontation. Unions considered the Code too
authoritarian, and the most strong and organized ones simply did
not respect it. In many instances, not even the Ministry of Labour
followed the Code. A truly institutional vaccum was created thus
generating a period of strong confrontation between capital and
labour.

The new Constitution, approved in October 1988,
liberalized the relations between capital and labour, legalized
the right to strike, and forbided State intervention in unions.
This was an important step towards the democratization of the
capital-labour relation in the country, but there are many
problems still to be solved. We examine the emergence of the "new
unionism" in Brazil in section 5.

In the early 1980’s Brazil went over a process of

adjustment to the external debt crisis. This meant a drastic
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reduction of employment and real wages, and in the bargaining
power of unions. They reestablished their power in 1984/5 with the
recovery of the economy and the end of the militar regime. The
growth of the strongest unions’ capacity to struggle for better
wages and the decentralized structure of wage bargaining are at
the root of two important phenomena of the 1980’s in Brazil. On
the one hand, the distributive conflict between organized labour
and capital led to a high degree of industrial conflict and the
acceleration of inflation. On the other, a redistribution of
income from the less organized segments of the society (both
employers and workers in thg competitive and less organized
segments of the economy) to the more organized sectors (unionized
labour and oligopolist enterprises). We elaborate on these
phenomena in section 6.

In the last section we draw a few conclusions from the
ahalysis and discuss the prospects for the relation between
capital, labour and the State in Brazil. We conclude that the
current crisis of this fundamental relation results from the rapid
economic growth and transformation of the production structure,
the conflict between different segments of the society due to the
unequal distribution of income, the reemergence of the union
movement with a radically new structure and the democratization
process. It is hard to provide a causality relation between these
aspects, and, indeed, they are quite interrelated. But we do think
that the new organization of the union movement, in particular the
tendency torwards centralization, is the critical aspect of the
current process of transformation of the Brazilian society, and in
particular, the relation between capital, labour and the State.

As for the prospects, although there are some indications

that the Brazilian society will follow a route towards a less
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‘excludent system’, two basic obstacles still exist. On the one
hand, employers in Brazil have been quite resistant to changes,
and might be able to block the growth of labour participation. oOn
the other hand, there is a huge number of workers whose relation
with capital does not have a legal status, and it will take some
time before they become part of the organized segment of the

labour force.
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2. The Structural Heterogeneity of the Brazilian Labour Market

The Brazilian labour market is quite heterogeneous. Strong
and organized unions co-exist with a large percentage of workers
who do not have a signed contract and have no union representation
at all. The heterogeneity of the labour market has a sectoral as
well as a regional dimension. In the sectoral dimension, table 1
shows that although 72.4% of the workers in the industrial sector
had a signed contract in 1986, in agriculture this percentage was
only 6,9% and in services 21.9%. On the other hand, self-
employment which represents only 6.6% of the employment in

industry, reaches 33.2% in services and agriculture.

Table 1 -
Composition of the Labour Force by Sector
Brazil, 1986

Signed Non-signed self- without employer
contract contract employ remune-
ration

sector
Agriculture 6,9 33,2 33,2 25,2 3,5
Industry 72,4 15,9 6,6 1,3 3,8
Construction 39,3 27,9 29,6 0,7 2,5
Commerce 42,5 16,3 30,9 3,5 6,8
Services 21,9 40,7 33,2 1,5 2,7
Transport &
Comunication 60,2 11,9 - 25,1 0,7 2,1
Public Adm. 52,5 47,0 0,3 - 0,2
Total 38,2 27,9 22,9 7,6 3,4

Source: Sabdia (1988)

The heterogeneity is also important in the regional
dimension. In Sao Paulo, the most industrialized region of the

country, 82.6% and 25.5% of the workers employed in the industrial
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and in the agriculture sectors, respectively, had a signed
contract job in 1986. In the Northeast, the least industrialized
region, the corresponding numbers were 41.7% and 3.3%. On the
other hand, non-signed contract jobs were much more important in

the Northeast than in Sao Paulo (tables 2 and 3).

Table 2
Composition of the Labour Force by Sector
Sao Paulo, 1986

Signed Non-signed self- without employer
contract contract employ remune-
ration

sector
Agriculture 25,5 36,0 13,9 18,9 5,7
Industry 82,6 11,6 1,5 0,7 3,6
Construction 42,0 22,5 30,8 0,5 4,2
Commerce 47,7 16,7 24,0 2,6 9,0
Services 28,1 36,5 30,7 1,3 3,4
Transport &
Comunication 68,2 8,7 19,2 1,1 2,8
Public Adm. 42,0 57,9 - - 0,1
Total 54,8 23,5 14,7 2,6 4,4

Source: Sabdia (1988)
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Table 3

Composition of the Labour Force by Sector

Northeast, 1986

Signed Non-signed self- without employer
contract contract employ remune-
ration

sector
Agriculture 3,3 33,0 38,5 23,1 2,1
Industry 41,7 27,9 23,2 3,9 3,3
Construction 32,4 37,6 28,2 0,6 1,2
Commerce 25,1 17,6 48,4 5,4 3,5
Services 12,0 46,3 37,6 2,2 1,9
Transport &
Comunication 42,9 19,4 35,3 1,0 1,4
Public Adm. 59,7 39,6 0,5 - 0,2
Total 21,8 32,5 32,2 11,4 2,1

Source: Sabdia (1988)

If we take the
labour market between
appears. The rate of

workers employed on a

evolution of the different segments of the
1979 and 1984, a very interesting picture
open unemployment and the percentage of

non-signed contract basis increase during

the recession (1981/1983) and decline in 1984, while the share of

self~employment is basically constant over this period. Refer to

table 4. Thus,

during recessions, not only the rate of

unemployment but also the share of non-signed contract workers in

the labour force play the role of adjustment variables. This is

so basically because in Brazil there is no unemployment benefit

programmes, which implies that if a worker is fired he must find a

job in the non-signed segment of the market. The job he finds

there will usually require a smaller degree of qualification and

will pay much less for his labour.
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However, the effect of changes in the level of activity on
the share of self-employment is quite small implying that the
segmentation between waged workers and self-employed workers is a
strucutral phenomenon. Indeed, there are evidences that the share
of self-employment in total employment in Brazil in the last 3 to
4 decades is relatively stable.

Table 4
The Distribution of Employed Worders by Occupations

Non-agricultural activities
Brazil, 1979/1984

Occupation 1979 1981 1982 1983 1984
Signed

contract 53.2 50.0 49.1 45.5 47.6
Non-

signed 23.2 24.9 25.2 29.5 26.9
Self-

employed 17.9 19.5 20.2 19.8 20.3
Non-

paid 2.1 1.9 2.3 2.1 1.9
Employers 3.8 3.0 3.2 3.1 3.3

Souce: Sabdia (1988)
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The heterogeneity of the labour force is quite important
to understand the recent developments in the relations between
capital, labour and the State. In this sense, a further and
crucial distiction must be made between unionized and non-
unionized workers. Unions are important in those sectors where the
signed contract jobs are dominant (industry, banking and
government) and not as important in those sectors where the non-
signed contract and self-employment jobs dominate (services,
construction and commerce). Also, unions in the most
industrialized regions are stronger than in the less
industrialized regions. Finally unionized workers, who are in
general more qualified are usually laid off rather than fired
during recessions, tend to become unemployed rather than accept a
non-signed contract job; the opposite happening to non-unionized
workers.

Most of the unionized workers are in the dynamic
industrial sectors which also correspond to the tradables sectors.
Non-unionized workers as well as workers without a signed contract
and self-employed workers are in the traditional and non-tradable
sectors. As we shall note in section 5, most of the strikes
between 1979 and 1985 occured in the industrial sectors implying
that workers in these sectors are more active and mobilized.

This interaction between the labour and goods market,
together with the introduction of unionization as another
dimension in the segmentation of the labour market, has important
implications for the analysis of the economic and social changes
which took place in the last ten to fifteen years. During this
period, the government has persistently promoted exports. If we

associate changes in relative prices in favour of the tradables
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sectors with a reduction of the wage:exchange rate ratio, and we
recognize that workers in the signed contract/unionized segment
are able to resist reductions in their real wages better than
other workers, then it seems clear that the non-unionized workers
of the non-tradables sectors suffered most the costs of the

policies pursued by the government. \2

2 Indeed, we shall note in section 6 that both the profit margins
and the purchasing power of wages in relation to productivity
gains in the industrial sectors in the state of Sio Paulo grew
almost continually between 1975 and 1988.
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3. The Production System and the Rules of Coordenation

In the following analysis of the capital-labour relations
in Brazil we consider two sets of elements. On the one hand, the
set of rules which determine the structure of unions organizations
and of collective bargaining to which we refer as the ‘rules of
(macroeconomic) coordination’ of the econonic system. On the
other, the ‘system of production’ which relates to the technology
used, the control over the labour process, and ultimately afffects

the productivity of labour.

3.1. The Rules of coordenation

The regulation of the relations between capital and labour
in the Brazilian economy up to 1988 was in large part determined
by a set of laws approved during the thirties and consolidated
into a general Labour Code known as the Consqlidation of the
Labour Laws (CLT) in 1943. At that time, Brazil was basically an
agrarian economy with a small but growing industrial sector. The
law was approved by an authoritarian civilian government (the
Getiulio Vargas dictatorship) and was an adaptation of the Italian
Labour Code of the time. The structure of the Code had a ‘state
corporatist’ character in that it regulated almost all aspects of

the capital-labour relations both in the individual and social

levels. \3

3 In an interesting analysis of the labour market institutions in
Latin America, Collier and Collier (1979) note that in the region
"governements have commonly sought to exercise control over labor
movements and that within this context of control, the concept of
corporatism captures an important aspect of the network of
hierarchical relationships through which labor organizations come
to be dependent and penetrated by the state", They use the
distiction between state corporatism and societal corporatism due
to Schmitter. In the latter, which they associate with the Latin
American case, the state creates institutional structures in order
to control certain groups which then become dependent on the
state. Societal corporatism refers to systems the elgitimacy of
the state itself depends on the support of independent social
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The Code defined an union structure based on occupational
lines and on a geographical basis. The set of occupational unions
in a state defined a Federation and a set of Federations defined a
Confederation for each sector (industry, commerce, banking and
agriculture) at the national level. This was the highest level of
centralization allowed by the Code. There was no Central Union at
the national level. There was a similar structure on the employers
side.

Each union, to acquire juridical existence and the right
to represent workers on collective bargaining, had to be approved
directly by the Ministry of Labour. After approval, the union had
the monopoly of representation of the respective occupation at the
city level. A financial contribution by workers was compulsory,
independent of union affiliation. The results of the negociations
between unions and employers were extended to all workers,
regardless of membership. |

The total revenue of the contributions collected by the
State was shared between the union itself, the Federations, the
Confederations and the Ministry of Labour. A law regulated the use
of this fund and the control over its use by the unions was a
responsibility of the Ministry of Labour. It could be used for
assistencial objectives, but not for other objectives, like
financing a strike or unemployment benefit fund for instance.

The Ministry of Labour could intervene in the unions for
administrative or political reasons. It could depose the board of
directors, nominate a new board, call new elections, regulate and

control the electoral proccess.

groups. For another view of the development of the labour
institutions in Latin america, see Banuri and Amadeo (1989).
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There was a system of Labour Courts composed by labour
lawyers, one worker and one employer representative. At the
Federal level, the members were named by the President ang
approved by the Federal Senate. The Labour Courts had jurisdiction
over the social and individual rights of the workers.

Collective bargains were conducted between labour unions
and employers representatives at the occupational and city level.
If the negociations were made through an employer association, the
agreement was called a ‘convention’. If an individual employer
signed an agreement with an union, it was called an ‘agreement’.
Each occupation had a different date for collective negociation,
legally once an year. Agreements, once reached, had to be approved
by the Ministry of Labour. If approved, it acquired the force of
law. The law stipulated that any agreement should be in line with
the economic policy followed by the government.

If an agreement was not possible at any time one of the
parts could unilaterally call a ‘dissidio’, and the dispute would
be sent to the Labour Court at the state level. The sentence at
this level could be appeled to the Superior Labour Court and a
suspensive effect on the state Court decision was obtained by the
claimant. While this suspensive effect was in force the previous
labour contract continued in effect. The Superior Labour Court
decision was final.

Another important characteristic of the Brazilian labour
code was its paternalistic character regarding the individual
rights of workers. A large number of regulations dealing with
working conditions and pay was part of the Code. Maximum hours of
work time, maximum over-time work, minimum payment for extra-time

work, minimum wages clauses, rules of job security, etc. On the
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other hand, there was no provision for workers representation at
the plant level. The protection of individual rights was a
function of the State and not of the unions.

The main objectives of this institutional framework was to
create a fragmented collective bargaining proccess and a
descentralized union structure, to avoid confrontation between
capital and labour, and to reduce to a minimum workers
representation and influence at the plant level. The non-existence
of provisions for workers representation at the firm level and the
pre-emption of the workers demands regarding individual rights was
important instruments to reduce unions influence at the work
place. As most of the individual rights were given to the workers
by the law, the existence of representation at the work place was
considered by most labour lawyers unecessary and the action of the
unions tended to be directed to the State. |

The result of this institutional structure was to Create a
union movement very much controled by and dependent on the State,
involved with national politics but without any important links
with the day to day problems of the workers. The plant was
considered a "domain of the employers, whose limits of action were
only determined by the Labour Justice" (Rodrigues, 1972, pg. 134).
If workers were unhappy they should go to the Courts. The demands
for workers representation at the plant level were considered by
labour lawyers as ‘absurd demands’ from the point of view of the
law (from a labour lawyer quoted in Castro, 1988, pg. 92).

This system was quite effective until 1964, when the
military coup reduced its paternalistic character and reinforced
the authoritarian aspects of the Code. The coup was preceded by an

increase on union militancy incentivated by the previous
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government links with the official union structure. The first
years of military rule was characterized by persecution and
enjaiment of labour leaders and the closing of more militant
unions (see Souza & Lamounier). At the same time, three laws were
approved which changed in important ways the capital-labour
relation in the country.

The first was a very restrictive strike law approved in
1964 (Law 1330). Strikes had to be approved by secret ballot by
more than 50% of the workers in a formal convention and a previous
notification to the employer was required. Political and
solidarity strikes were forbiden. A strike could be declared
illegal by the Labour Courts and if the workers did not return to
work, the Labour Ministry could intervene in the union and its
leaders could be jailed. Strikes were also strictly forbiden in a
large number of sectors of the economy considered ‘essencial’.
This law practically reﬁdered any attempt to strike implossible.

The second, was a substantial reduction of the costs to
dismiss workers. Finally, the introduction of a wage adjustment
law. These were important changes since they increased the degree
of discretion of employers to contract and dismiss workers,
reduced even further unions militancy and, given the authoritarian
climate, increased the capacity of the government to coordenate
the process of wage formation in the economy thus essentially
rendering collective bargains irrelevant and creating the
conditions for the imposition of an incomes policy which was one
of the causes for the tremendous concentration of the distribution
of income in the 1960’s and early 1970’s.

yBefore we turn to the effects of these institutional

changes on capital-labour relations, something should be said



18
about the development of the structure of production and the

labour process.

3.2. The Structure of Production and the Labour Process

In the last three decades the Brazilian industrial sector
went through very deep structural changes. Industrial output grew
on the average 6.7% between 1955 and 1985. However, the following
aggregates grew faster than the average rate: the durable
consumption goods sectors (automobiles, electric appliances, etc.)
had an average rate of growth of 12.6% a year, industrial inputs
(metalurgy, metal-mechanics, cement, etc.) 8.4% a year, and the
capital goods sectors (machines and industrial equipments) 9.4% a
year. In the same period the average rate of growth of non-durable
consumer goods (food processing, textiles, etc.) was less than 4%

a year (Table 5). \4

4 This pattern of growth has a counterpart in the distribution of
income which has deteriorated since the early 1960’s.
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Table 5

Average Rates of Growth of Industrial Output by Sectors

Brazil - 1955/1985

consumption goods

durables

non-durables

Industrial sector

industrial

capital

goods

industry

1955/1962 23.9
1962/1967 4.1

1967/1973 26.6

1973/1980 9.3
1980/1983 - 8.1
1983/1985 3.3

5.9

13.4

8.3

- 4.5

26.4

- 2.6

18.0

7.4

-17.3

Source: IBGE and FGV

This structural change was a result of different growth

strategies followed by the Brazilian governments in the period.

The first important wave of growth of the modern and capital-

intensive industrial sectors was a result of an agressive import

substitution strategy between 1955 and 1964.

During this period,

the automotive and appliances industries as well as the capital

goods industries were installed in the country. The finance for

these projects were mainly based on direct foreign investment of

multinational enterprises.
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The second wave (1967/1973) was associated with changes in
the industrial development strategy in two directions. First, with
a sharp concentration in the distribution of income which resulted
in an average rate of growth of 26% in the demand for durable
consumption goods and luxury goods. Second, with the replacement
of the import substitution process by an export-oriented strategy
based on incentives to the industrial sector. Foreign direct
investment as well as indebtdness were the main sources of
finance. During this period the durable consumption goods
industries were consolidated in the Brazilian industrial
structure.

Finally, begining in 1975, an ambitious import
substitution program of capital goods and industrial inputs was
implemented by the Brazilian government, through direct state
investment and subsidized credit from the government to the
private sector. The program was mainly financed by foreign
indebtdness. This process is seen as the ‘last phase’ of the
import substitution strategy, and is an important factor for the
attainement of comercial surpluses of the order of US 18 billion a
year since 1984.

A common aspect of the three phases was the use of foreign
technology directly through multinational investments or
indirectly through licensing from these firms. Given the amount of
resources available for R&D investment and the capital intensive
technology used in these sectors, the technological basis was
mainly imported from outside and quite similar to that used in the
industrialized countries. Another common aspect refers to the
pattern of income distribution compatible with the development

strategies followed in the different pPhases. They all required a
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redistribution of income from the low income groups to high income
groups and profits.

As we would expect, the change in the industrial structure
towards more capital intensive sectors, and based on imported
technologies, implied an important change in the dominant labour
process. Taylorized methods of production, division of labour,
separation of conception and execution, regulation of the rithm of
work through assembly lines, and gradual substitution of machines
for men became important elements of the work process in the
Brazilian industry. In what follows we provide a few evidences
based on quotes from industry workers of the adoption of
Taylorized methods of production in Brazil. \>

Says an operator of an assembly line of the Fiat

automotive industry:

the most important element of the automotive industry is
the conveyor, called the assembly line. The worker stays on a
given position, he is fixed and it is the conveyor that moves the
cars. It is the same with the production of engines... The rithm
is controled by the company, in acordance with its needs... There
are hundreds of assembly lines in the factory. The worker must
adapt himself to this (quoted in ILe Ven, 1988, pg. 539).

The testimony of other workers point out that the rithm of
production is determined by the foreman who receives orders from

the production manager:

The velocity of the assembly line is [determined])
according to what production department demands. There is a
maximum and a minimum velocity, but it is the foreman who
determines the rithm of work (quoted in Le Ven, 1988, pg. 540.
Translated by the authors).

5 The following quotes were translated by the authors.
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The rithm of work is imposed by the machine. It is
inhumane. The worker adapts himself to the machine to the point of
being able to control it as if it was a part of his brain" (an
assembly line worker gquoted by Le Ven, 1988, pg. 547).

The separation between conception and execution is also an

important characteristic of the work process. The production

process is :

organized in such a way that (the worker) receives
everything finished. It is the FIAT standard, it is the FIAT
technology and program, developed and decided in Italy. The
company sends people to Italy but I do not know for what reason
since everything arrives here ready to be used... The car is
produced here, but the project comes from abroad (words of a
qualified worker quoted in Le Ven, 1988, pg. 551).

Another worker refers to the policy in his company

according to which

the idea is to divide the workers, to create an atmosphere
of rivalry between workers with different functions. To maintain
the worker uninformed about the technology being used ... It
gives no chance for a worker to learn more than one type of job (a
worker quoted in Le Ven, 1988, pg. 550. Translated by the
authors).

In general, firms invest very little in human capital. The
degree of qualification of the labour force is very low in Brazil,
except in the case of very specialized workers. In two automobile
firms surveyed in Sao Pualo in the late seventies, 70% of the
workers were classified as non-qualified or semi-qualified. In 15
toolsmiths surveyed, 10 workers were already trained when they
were hired, 3 were trained in a technical school and 2 were

trained in night courses without the firms support (Humphrey,
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1980, pg.l14). As noted by a worker at Fiat, "what (the workers)
know here ... (they) learned by (them)selves. Nothing was tought
to them" (a workers quoted in lLe Ven, 1988, pg. 550).

Because the costs for dismissing a worker in Brazil are
practically none, many companies use the turnover of workers,
especially the less qualified ones, in order to reduce their
costs. Firms do not have incentives to invest in the
gualification of their employees. Indeed, in face of the high
rates of turnover observed, one is led to conclude that it is more
economical to fire a trained worker and hire another one with less
experience than to try to increase the productivity of workers by
providing them with greater qualification. Table 7 shows the
number of new admissions and dismissals in the first semester of

1977, in the automotive industry.
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Table 7
Labour Turn-over in the Automotive Industry
January/June, 1977

Firm n. of workers admissions % dismissals % net

change
Chrysler 3,777 426 11.3 531 14.0 - 2.8
FNM 3,377 1,003 23.0 631 14.4 8.5
FIAT 5,326 2,614 49.1 871 16.4 32.7
Ford 231 1,315 5.7 3,603 15.6 - 9.9
G.M. 19,795 454 2.3 3,552 17.9 -15.7
Mercedez Benz 16,460 3,314 20.0 2,558 15.5 4.6
Volkswagen 39,057 2,141 5.5 3,698 9.5 4.0
Auto industry 117,900 12,456 10.6 16,226 13.8 - 3.2

Source: SINE, quoted in Humphrey, 1980, pg.16.

As can be seen in the table, the percentage of admissions
and dismissals in proportion to total employment during the first
semester of 1977 was quite high. For the industry as a whole,
10.6% of the workers were admited and 13.8% were dismissed in six
months. As noted by workers of Ford Motor Company and Scania,

quoted by Abramo (1986),

Every last wednesday of the month, Ford fired workers. It
was a great calamity... Everybody talked about that. It was
terrible. Folks only woke up to the question of turnover when the
union started to talk about it (p. 106).

Friday was marked by the expectation of the relief of the
week-end, and mainly because the worker was certain that he would
not be fired. He knew that he would have another weekend payed by
the company and was going rest. He would be tortured again only on

the next wednesday or thursday... The turn-over was very high (p.
105).

In the case of the Brazilian economy, differently from
most OECD countries, the adoption of Taylorist methods of
production was not accompanied by a significant increase in job

security. High rate of turn-over still is a characteristic of the
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modern and more capital intensive sectors, as well as that of the

traditional sector of the industry.
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4. Taylorism without the ‘Fordist compromise’

Capital-labour relation in some OECD coutries after World
War II was characterized by what came to be called the ‘Fordist
compromise’. According to this compromise, Taylorist technology
and organization of the working process resulted in fast
productivity growth and high employment stability. The growth in
productivity was shared by wages and profits in such fashion that
consumption expenditure became as important as investment demand
in keeping high levels of aggregate demand and employment. The
improvement of working conditions was another important element of
the compromise. ‘Connective bargainging’, on the other hand,
reduced wage differentials and created a sense of solidarity
amongst workers. The social compromise also comprised a gradual
increase of the social wage, that is, the generalized access to
social services (such as health, education, social security, etc.)
(see Boyer in this volume).

This compromise was, at least in part, a result of unions
activism both at the macro level and at the work place, and
(social) democratic goverments. In Brazil, the combination of
Taylorist technologies, lack of union activism at the work place
and a very authoritarian government led to a perverse system. A
system in which we have the worst aspects of Taylorism and no
social compromise between capital and labour. The final result is
the predominance of very poor working conditions at the firm
level, total control of the production process by employers and a
very unequal distribution of the benefits from productivity
growth. This was certainly one of the main causes the explosion of
union activism and the breakdown of the system of production in

Brazil in the last ten years.
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As an example of the poor working conditions, we look at
the number of on the job accidents which increased sharply during
the period 196971975 =-- the years of the Brazilian ‘economic
miracle’. The number of registered on the job accidents by the
Brazilian social security institute (INPS) increased from
1,059,296 in 1969 to 1,797,000 in 1974 -- an increase of 70%.
This represented an increase from 14.6% to 22.8% in the percentage
of workers who suffered on the job accidents in relation to the
total number of workers insured by the institute.

Table 8

Oon the Job Accidents
Brazil - 1969/1974

years on the job accidents as percent of insured
total numbers workers

1969 1,059,296 14.6

1970 1,220,111 16.7

1971 1,330,523 17.6

1972 1,504,723 19.4

1973 1,800,000 22.8

1974 1,797,000 -

Source: INPS. In Abramo, 1986, pg. 78.

Discipline, extra-time, an exhausting rithm of work and
rigid control of the labour process characterized the conditions
of work even in the most dynamic sectors of industry. In what
follows, we provide a few gquotations of workers expressing their

feelings about the working conditions they had to face: \®

® The quotes are taken from a study of the labour movement in
Brazil after 1978 (Abramo, 1986). The quotes are by workers of
large companies like Volkswagen, Perkings Motor Company, Ford,
Scania, etc.
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It was common for a worker to work 160 hours a month
besides his normal work time. This meant a 14 working hour journey
a day. If we compute the time needed to go to work and go back
home, it represented 16 to 17 hours a day. It was not too
different from the time of slavery. (p. 93)

The extra-time work was always an element of oppression in
the firm. In my sector there was a black-board where the
department head used to write down the names of the workers [who
were selected to work on] saturday and sunday. And if the person
for any reason could not come a situation of disconffort and
pressure was created. (p. 96)

The firms ... are employing workers like slaves, ofending
their dignity and destroying their physical and mental health. In
fact, they are genuine factories of mad people, suppliers of
patients to the INPS [the social security system]... They seem to
have lost the notion of what is an human being. (pg. 153)

You should see (the workers) anguish, when on friday the
department head comes and asks (them) to work on saturday and
sunday. If (the worker) could not come (the head) would ask why
not. No one accepts when (the worker) says that he needs a rest,
or needs to stay with his family. Then (he) has to look for
thousands of excuses. I think the weekend rest is an human rigth.
If (the worker) becomes exhausted and has to go to the INPS, when
(he) comes back, they fire him..." (p. 154) ~

The system is militar, with hierarchy and everything else.
It is ruled by a colonel and a lieutenant. It is absolutely
repressive. In the factory exit, the worker is humiliated and
examined as if he was a dangerous delinquent. If he protests he is
threatened and his number is written down by the security officer.
All his belongings are examined" (taken from Le Ven, 1988, pg.
560). ~

In Brazil, the turn-over of workers has been used as an
important element for reducing costs. But more important than
that, it is extensively used as an instrument to control the
labour force. Until today union leaders complain that employers
threaten the workers with dismissals during strikes or movements
in the shop floor. Only where the labour movement is stronger,

workers have a certain degree of job security. In general,
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however, there is nothing which really prevents firms fron
dismissing workers either for economic or political reasons. The
following testimony of a worker quoted by Abramo (1986, p. 49) is

an evidence of the use made of the turn-over of workers:

There was a feeling of insecurity and, more than that,
injustice, mainly when they demanded extra-time work from the
workers... The insecurity regarding the next wave of dismissals
helped to maintain the discipline. The turn-over of labour force
is one of the most ruthless aspects of the automobile industry
management...

If conditions at the work place were bad, the situation at
the macro level was not better. The introduction of Taylorist
methods of production resulted in a sharp increase in labour
productivity in the industrial sector (Table 9).

Since 1964, a wage policy determines the adjustmnet of
money wages all over the country. In the last ten years, the
policy has been loosing its effectiveness but up until 1978-9
wages were centrally determined by the government. In the 1960’s
and early 1970’s the wage adjustment formula had as its main
characteristic the determination of wages based on the estimated
rate of inflation. Although the explicit objective of the wage
adjustment policy was to maintain the share of labour in total
income, it was in fact used as an anti-inflacionary instrument.\7
The official nominal wage adjustment was always bellow the actual
rate of inflation since the future rate of inflation was
recurrently under-estimated. As noted by Simonsen (1983, p. 118-

9), an important policymaker during the militar regime,

7 Explicitly, the objective of "the wage policy is to maintain
the share of workers on the benefits from growth", quoted from the
1965 government economic plan (PAEG).
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From 1965 through 1979 the wage law imposed a binding
constraint on collective bargains, leaving no degree of freedom to
employers to negotiate the wage adjustment or increases in real
wages. Indeed, the wage policy became an incomes policy device
because both productivity gains and the expected rate of inflation
were decreed by the government leaving no room for collective
bargaining or strikes.

The fast productivity growth and the reduction of real
wages resulted in a declining share of wages in net national
income. In 1970, wages represented 40.73% of net income, and in
1975, this share had declined to 36.55% (Census data, FIBGE).

The deterioration in the functional distribution of income
was accompanied by a worsening of the personal distribution of
income in the ’70’s and 80’s. In table 9 we look at the ratio of
the average real income of different income brakets to the average
income of the first three deciles. We note that there was a
considerable concentration of income, with the ratios increasing
from 1960 to 1970 to 1976, with the excéption of the second group
(from the fourth to the seventh deciles). The average income of
the tenth decile was 17 times the income of the three first

deciles; in 1976 this ratio was 26, thus increasing more than 50%.
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Table 9
The Personal Distribution of Income
(Ratio of average income of selected deciles
to average income of first three deciles)
Brazil, 1960-76

1960 1970 1976
1st - 3rd deciles 1.00 1.00 1.00
4th - 7th deciles 2.49 2.69 2.51
8th - 10th deciles 9.59 11.54 12.89
10th decile 17.24 22.47 26.00

Source: Bonelli and Sedlacek (1989)

The reduction in the share of wages in national income and
the worsening in the distribution of income was also followed by a
reduction in the percentage of government expenditures with social
security and health. In 1970, government expenditures with these
services represented 8.21% of total output. In 1974, this

percentage had declined to 6.08% (Table 10).

Table 10
Social Security and Health Expenditures
as percent of GDP
Brazil, 1970/1975

year %

1970 8.21
1971 7.07
1972 7.31
1973 6.68
1974 6.08
1975 6.72

Source: National Accounts

Thus, from the workers point of view, although the economy

was growing very fast, economic and social conditions were
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deteriorating. The feeling of social injustice was an important
source of dissatisfaction of the labour force. There are many
manifestations of this discomfort, but the wave of strikes in 1978
and 1979 is certainly the most vivid one. As early as September
1971, the newspaper Tribuna Metalurgica, published by the
metallurgy workers union in Sao Bernardo (the centre of of the

labour movement in Brazil) wrote:

we have to concientize ourselves of our responsibilities
as workers. We have to make ourselves present in the national
scenario... and demand our share in the fruits of progress ...

Then in 1972 the newspaper calls for the recognition of

the role of workers in the process of accumulation:

The social peace will be possible when the bosses
recognize our dignity as workers and do not pay a vile price for
our labour powver.

Although the unions were completely repressed, there were
democratic and progressive forces fighting in the political arena.
In 1974, a national election for the Federal Senate and for the
Federal Chamber of Representatives resulted in a overwelming
victory of the opposition, anti-military, party. It won in all but
one state in the country. Dissatisfaction with the militar regime
was mounting and the government decided to start a move towards
the democratization of the political process. The plans were to
slowly retire from politics and return the country to a civilian
government, but without losing control of the process.

The democratization process and the feeling of social

injustice described above, gave rise to a new union movement in
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the most developed regions'of the country. Independent union
leaders, not linked to the official union structure, became the
focus of very high rates of labour militancy. The ‘new unionism’,
characterized by close 1links to the workers at the firms’ level
and a very activist posture in relation to government policies in
collective bargaining originated in Séo Paulo in the late ’70’s.

In 1978, after more than a decade of ‘industrial peace’, a
huge strike movement exploded in the industrial belt of Sao Paulo.
In may of 1978, an estimated number of 100.000 workers crossed
their arms in Sao Paulo, Santo André, Osasco, Guarulhos, Sao
Caetano and Sao Bernardo. This represented about 50% of the total
number of industrial workers in this region (Abramo, 1986, pg.
232). The movement continued for 3 months. Taken by surprise by
the violence of the movement, the employers tried to avoid
confrontation through the maneuver of sending workers demands to
the Labour Justice refuéing to negotiate. This time, the tactic
was not enough and the strike continued until they conceded most
of the unions demands. The victory of this first attempt at
confrontation was the spark to the development of a new union
structure. The intensity of the strike movement increased
sharply. An important structural change was occuring in the

capital-labour relation in the Brazilian economy.
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5. The ‘new unionism’ of the eighties

Contrary to the old fragmentation of the union structure,
absense of representation at the work place, lack of attention to
the day to day problems of the workers on the shop floor and
dependence in relation to the state, the new union structure moved
very rapidly towards a more centralized union organization,
descentralization of the collective bargaining, the creation of
workers councils at the firm level and complete independence of
the state.

After the success of the 1978 strike, the movement
followed two opposite but complementary routes. On the one hanqg,
as it spreaded to other regions of the country, the necessity to
organize the activities of the movement generated a demand for
more centralization of the union structure. Union leaders also
perceived that if they wanted to effectivelly improve workers
conditions and increase political power, the CLT would have to be
changed drastically. This demanded an investment in Parliamentary
politics to change the existing institutions and approve laws
which could facilitate workers organization.

The other route was to increase the level of organization
at the plant level, creating councils and concentrating collective
bargaining in the firm. This strategy had as its main objective,
besides being closer to the workers problems, to force employers
to negociate with unions, instead of going directly to the Labour

Justice. This meant a descentralization of collective bargaining

in relation to what existed before 1978.
In a survey of workers leaders in Sao Paulo in 1981, 72%

of the interviewed considered the organization at the plant level
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an important instrument to increase unions strength. 61%
considered changes in the law to legalize the existence of a
strike fund and 76% considered changes in the strike law, others
important aspects to attain this objective (CEDEC, 1981, quoted in
Castro, 1988, pg. 121).

The first move in the direction of more centralization of
the unions organization was the creation of a Central Union, at
the national level, the Central Unica dos Trabalhadores (CUT).
This was followed by the creation of another central, the
Confederagao Geral dos Trabalhadores (CGT), linked to a different
political group. The objective was to unify labour demands, assist
affiliated unions on the process of collective bargaining, and
form new labour leaders. Some specific demands of the CUT are a
multi-annual collective labour contract with national coverture,
with minimum wage adjustment clauses, better working conditions
and simultaneity of collective bargaining for all workers.

Even before the creation of the CUT a political party was
also created, the Party of the Workers (PT), intimately linked to
the labour movement. Candidates for parliamentary and executive
elections all over the country were presented by this party. Since
the begining, it was composed by different groups, a minority
representing the extreme left, and most of the party affiliates
linked to the CUT and to the left of the Catholic Church. Instead
of the dependency to the state which characterized the labour
movement until 1975, the new unionism linked itself to the
parliamentary process.

This link between unions and the party transformed most of
the demands of the CUT into important political issues in the

Parliament. The rapid growth of the CUT in the labour movement and



36
that of the PT in the political dimension generated an impressive
process of union centralization and increasing political
importance of labour gua social group in the Brazilian society.
The change to a civilian government in 1985 reinforced this
process.

The increasing importance of the labour movement and its
close link to the parliamentary process became quite clear during
the debates over the new Brazilian Constitution, voted in
1987/1988. Although, the PT elected only a small minority of
representatives, capital-labour relation and the workers rights
turned out to be one of the most important issues in the
discussions. Many sugestions were presented by the PT and after a
huge public dispute with the employers representatives, where the
traditional arguments about increasing rigidities in the labour
market, instability of the economic process and effects of the
increase in labour costs on employﬁent and inflation were raised,
a large part of the workers demands were aproved.

The main changes in the institutions affecting capital-
labour relations are the complete freedom to organize unions, the
complete autonomy from the government, and the almost unrestricted
right to strike. These are now inscribed in the Constitution as
rights of the workers. After the promulgation of the new
Constitution, the old labour Code became practically irrelevant,
although a part of it was maintained, l1ike the compulsory
contribution and the monopoly of representation. It should be
noted that on these aspects of the capital-labour relation the two
central unions could not reach an agreement.

The creation of workers councils at plant level, the

greater importance given in bargaining to the day to day problems
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of the workers and descentralization of the collective bargaining
was also very important. The descentralization of collective
bargaining can be infered by the comparison of the number of
conventions (the result of a negociation between an union and an
employer organization) in relation to the number of accords (the
result of a negociation between an union and one individual
employer). In 1982, the number of conventions signed, was 42%
higher than the number of accords. In 1985, the number of accords
was three times that of conventions (see Castro, 1988, pg.139). In
sao Paulo, the accords represented 42% of the total in 1979, 66%
in 1983 and 77% in 1987 (J. Pastore and H. Zylberstajn, 1988, pg.
113). Thus, in 1987, 77% of all negociations in the industrial
sector of Sao Paulo were already done at the firm level.

Workers organization at the firm level through the shop
steward and workers councils were also implemented by the unions.
Data on the number of these‘institutions in Brazil is not easy to
get, but some indications can be shown. In 1981, in a research
conducted by a research institute in Sao Paulo, the CEDEC, 31% of
the workers interviewed said there was workers councils in their
occupation. From these, 53% were introduced by the unions
iniciative and 23% by the workers directly. 60% of the workers
interviewed said the workers councils maintained contact with the
occupational union. Finaly, 35% of the workers said the objective
of the workers councils were to deal with questions specifically
related to the firm. As for shop stewards, 30% said they existed
in their occupation and 60% of them were indicated directly by the
workers in the firm. Given that the research was conducted in
1981, the numbers are quite expressive.

The firms tryed to avoid the growth of the unions

activity at the firm level in many ways. In the same research,
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43.0% of the workers interviewed said the firms did not contract
workers affiliated to unions, 43.0% said the most active workers
in their firms were dismissed and 42.0% said the use of turn-over
of the workers was a way to avoid workers activity at the firm
level. Items like the constant surveylance in the plant,
prohibition to circulate unions newspapers, denunciation of
activists to the police were apointed by more than 40% of the
workers as means commonly utilized by firms to reduce workers
militancy (see Castro, 1988. pg. 125-136).

In an analysis of a sample of conventions and accords
registered in the Ministry of Labour office in Sao Paulo, Castro
also found a sharp increase in the number of demands for the
creation of workers councils and shop stewards after 1982, as well
as for more protection for the members of these institutions
against the employers discretion. This increase was particularly
important in 1984 ahd 1985, the last year the research covered
(Castro, 1988, pg.134-148).

The above description shows that important changes are
occuring in the relation between capital, labour and the state in
Brazil. These changes had many consequences on the behaviour of
the economic process -- an issue that we will take in the next

section.
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6. The Crisis of the Eighties: conflict, indexation and wage
dispersion

The eighties in Brazil were characterized by a progressive
increase in the degree of conflict between the most important
social groups, in particular organized labour and capital, as well
as a gradual process of disorganization of the economic system. As
a result, the country will enter the ’90’s immersed in a social
and economic crisis. In the present section we discuss the origins
and developments of the process which culminated in the current
situation.

After a decade of authoritarian militar governments, a
process of political distension started in the second half of the
’70’s. As in other countries, the transition to democracy in
Brazil was marked by an increase in popular mobilization which
resulted from a system based on the economic and political
exclusion of fhe popular masses. The transition in Brazil was very
gradual and slow, and it took almost a decade before a civiliamn
government was elected. Hirshman, commenting on the political
opening process in Brazil, refers to the social tensions which

generally show up during transitions to democracy:

When a civilian, democratic government first comes into
power after a long period of repressive military rule, it is
normal for various, newly active groups of the reborn civil
society -~ particularly the long-repressed trade unions -- to
stake substantial claims for higher incomes... New inflationary
and balance-of-payments pressures are of course likely to result
from the granting of such demands... (1986, p. 39)

An indication of the dissatisfaction of workers with their
standard of life and the degree of distributive conflict is the

increase in the strike activity between 1978 and 1986. It can be
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noted in table 11 that during this period the number of strikes
grows continuously with the exception of 1980 and 1982. It
increases significantly in 1979, 1983 and 1986. It is also clear
that the most active groups are the industrial workers and the
middle class wage earners. In the first group, the workers of the
most organized segment -- those of the metallurgy industry --
were responsible for 34% of the strikes. Also, 74% of the strikes
between 1978 and 1986 took place in the Southwest of the country

where the most active and organized unions are based.

Table i
usber of Btrikes

1978 1979 1980 1981 1982 1983 1984 1965 1960

Industrial ] n 43 L} 3 189 a7 24 334
workers (72) (31) (29) @ (50) (54) [{21))] (39 (53)
tidle
class B 55 43 48 31 [:3) ] 21 e37
workers (7 (e2) (29) (3) (21} (24) (17) (34) (23}
Housing [} 20 i9 7 4 i0 i8 23 5
industry (7) (8} (13) (5) (3 4 (4) (5) (5
Othere S o 18 3 i1 16 i 14 i
4) (ig) (12} (e2) (8) (5) [£3] [t4] (1)
iie 246 144 150 4 w7 L4 419 1002
(100) (100} (100) (100) (100} (100} (100} (100} (100)

Source. MEPF/Unicase reproduced fror Tavares de Almeida (1988)
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Oover the last three years union militancy has spread out
over the country. The movement started in the industrial sectors
of Sao Paulo and gradually other sectors of the labour force got
organized and started to demand wage adjustements and better
working conditions. In 1984, the strikes of metallurgical workers
in Sao Paulo accounted for almost 40% of the total number of
strikes in Brazil. In the following years this percentage was 15%
(1985), 30% (1986), 10% (1987) and 5% (1988) \8. The growth of the
union movement over the country is part of the strategy of the
most active central union (CUT).

As a response to the mobilization of the labour movement,
the government was led to alter the wage policy many times since
the mid-seventies. Two alterations in the policy deserve
consideration. First the gradual reduction of the adjustment
.period of money wages which went from one year to six months in
1979, and since then has been falling until it got to one month in
1988-9. The progressive indexation of wages through the wage
policy‘can be seen as a response of the government to reduce the
degree of dissatisfaction of workers, and thus the degree of
conflict. However, with the acceleration of the rate of inflation,
the reduction of the adjustment period is never sufficient to
protect the purchasing power of wages. As a result, the degree of
conflict has been growing in the last few years.

The second change is an attempt to mitigate the
acceleration of inflation by reducing the degree of indexation of
higher wages. Between 1979 and 1985 the rate of adjustment of

wages in the lower end of the distribution was higher than the

8 see La Rocque (1989).
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past rate of inflation, whereas the rate of adjustment for higher
wages was smaller than inflation. This was the way found by the
government to undermine the capacity of the most organized unions
to get wage increases above the inflation rate or even in line
with it. However, these unions, whose workers’ wages were higher
than the average and hence would have had the purchasing power of
their incomes reduced with the policy, were usually able to
negotiate with their employers adjustments above the ones
determined by the policy.

In sum, the political distension and transition into a
democracy, the reemergence of labour activism (and the
centralization of the movement), and the progressive indexation of
wages seem to be central elements to understand the relation
between conflict, inflation and the distribution of income in the
eighties. The combination of these elements are at the root of the
process of acceleration of the rate of inflation, and the increase
in wage dispersion which is reflected in a deterioration of the
relation between the wages of the less organized groups to the
wages of the more organized ones. Hence, we note a tendency
towards a deepening of the economic dualization of the labour
market in the last decade.

When we associate the above elements with the acceleration
of inflation, it should be clear that the progressive indexation
of wages and the rise of labour activism are not the only factors
affecting prices. In fact, they may be seen as a response to the
acceleration of inflation. The attempts to change relative prices
in favour of tradables through devaluations of the domestic
currency and the resistence of the unions to reductions in real

wages are central to explain changes in the rate of inflation in
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the first half of the decade. On the other hand, an important part
is played by the behaviour of firms in fixing prices, and the
effect of growing uncertainty over this decision. \9

The acceleration of inflation in the last decade can be
seen as the result of an attempt of the different social groups to
protect the purchasing power of their incomes. We shall note that
the capacity of the groups within the labour force and employers
to resist reductions in their incomes differ significantly. In
figure 1, where the trajectory of the monthly rate of inflation is

depicted, there are five points of inflection correspondinq to

- the first semester of 1979 after an attempt to increase:
the domestic price of energyi:

- the second semester of 1983 after a maxi-devaluation of
the domestic currency;

- the second semester of 1985, one year after the economy
started recovering from a long recession, the level of union
activism increased and firms were anticipating a price freeze;

- the first semester of i987 after one year of price
freeze;

- the first semester of 1988, after six months of price

freeze.

9 gee Amadeo and Camargo (1989a) for a formal analysis of the
inflationary process and stabilization policies in Brazil.
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During these ten years, the functional distribution of
income, and the distribution of the wage mass in particular,
changedldramatically. These changes resulted from a combination of
differént economic policies and the heterogeneity of the labour
force (in terms of the degree of organization of the different
segments) and of the capitalists (in terms of the capacity to
mark-up costs of firms in different sectors of the economy ) .

In figures 2 and 3 which refer to data for the industrial
sector in Brazil we look at the movement of (i) the productivity
of labour, (ii) the real wage, (iii) the product wage, (iv) the
wage share in industry, and (v) the ratio of the real wage to the

productivity of labour. Then in figures 4 and 5, we look at these

same figure for the industrial sector iﬁ sao Paulo. \10
Figure 1
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10 we define:
- productivity of labour as the ratio x = X:N where X is

the level of output and N the level of employment;
- real wage as the ratio r = W:CPI where W stands for

money wage and CPI for consumer price index;
- product wage as the ratio w = W:WPI where WPI stands for

wholesale price index; and
- wage share as the ratio w:x.
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Figure 2
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Figure 4
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The first point worth noting is that productivity (as
measured by the relation between output and employment) grows
continuosly over the period. Between 1976 and mid-1979 the product
wage grows faster than labour productivity implying an increase in
the share of labour in industrial output. Then, over 1980, the
product wage and the share of wages fall due to the first maxi
devaluation of the cruzeiro and the acceleration of inflation. The
real wage grows from 1976 to 1980 which implies that the wage in
the industrial sector is growing faster than the price index of
the consumption basket.

In 1981 and 1982, despite a strong recession, the real
wage and product wage grow. However, after the second maxi
devaluation of the currency early in 1983, and after two years of
growing unemployment, they fall, and only start recovering in mid-
1984.

In Sao Paulo the share of wages in industry falls almost
continuously from March 1979 to August 1985 (for six years). In
the industrial sector for Brazil as a whole, it recovers in 1981
and 1982, but then plunges, falling more than 30% in 1983.

What is certainly very interesting to note in these
figures is that whereas the product wage has a volatile behaviour
over the period and the share of wages in industrial output falls
(continuously in Sao Paulo and abruptly in Brazil in 1983), the
real wage grows almost continuously over the whole period. The
reason for this is that the prices of the non-industrial sectors
(agriculture, commerce, services) are growing slower than wages in
the industrial sector.

There are clear indications of changes in the distribution

of income between agents in the industrial and agents in the non-
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industrial sectors. As we can be seen in table 12, the wages paid
in the non-industrial sectors fall over the period in relation to
the average wage paid in industry (data for Brazil). This may be
taken as an indication that there is a redistribution of the wage
mass from workers in the agriculture, services and commerce

sectors to workers in the industrial sector.

Teble 1P
felative wages
(wage of sector over average wage in industry)
Sectors 1980 1984 1982 1983 1984 1985 198
GENERAL  INDUSTRY .00 100 100 100 1.00 10 100
non-setal sinerale 078 078 0 0m 07 0 & n
setalluray jec 123 124 i ez ies i.2r i P4
sechanics 13 i3 1.3 1% 13 13 137
eletrical material 13 i B i3 i3 i & 13 I O
transport saterial 1.4 1.49 1.57 162 i 87 3 &5 i%
wood 0.5 0.51 0.54 0 58 049 048 048
furniture 0.64 0.64 0.60 0.5 0.57 0.57 059
PapeT 1.07 i 06 i 10 i 4 i.4? 114 .97
chesical i.% 1.9 i99 2.03 2.04 2.05 200
plastic saterial o 0.9 09 0% 0.50 0.90 0.8
textile 07 0.76 078 0.76 0.77 [} 0.81
clothing 0.5 0.5 0.5 0.50 0.5 0.48 0.51
f00d stutf : 0.69 0.70 0.69 0.70 089 0.67 0.47
editorial §.07 1.06 1.05 1.03 0.95 1.04 1.05
PUBLIC UTILITIES 178 " 1.80 in 189 i.7% i 9%
HXEING 0.79 on 0.7 0.74 0.73 0.7 on
COMERCE 07 0.69 0.68 0 & 0.65 0.66 0 &
SERVICES OF - f et §.46 i 19 i3 §06 i 0 i 06
transportatior 099 i 00 0.%9 0.98 0.94 0.94 093
cosrunication 1.3 1.3 §.34 i.42 .3 i 4 4
housing and fond o8 0 4 0.45 oM 043 044 044
persona) 0.76 07s 07 o 0.45 0.4 0.68

commercial i 04 097 1.03 0.9 0 %0 0.8 0.89
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Table 13
Relative Prices-Brazil
Ol components /W]

{Base §977=400!
PERSONAL
FOODSTLFF  HOUSING  TRAMGPORT  CLOTHING HEALTH  SERVICES EDLCATION
100 00 100.00 100.00 100.00 10000 100.00  100.00
104 .50 101.15 102 04 106 .14 96.56 99.88 104 B!
100.70 103.43 9%.09 10883 %.58 %11 10274
93.% 100.77 83 90 11693 8i.i8 9%0.03 899
<] .84 A3 1240 8% 8.8 788
LR 83.24 bb M 12128 #.7 85.19 80.60
%N e’ 64 .04 11e88 W& 0063 M
65 M 83 .86 48.53 10812 45.67 0L M
% % 7148 3B.69 10045 4504 HEe W
5.9 .69 3458 0.4 5388 59.00 4.5
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We note that the relative wages of workers in the
eletrical materials, transport materials, paper, chemical and
textile industries were above the average in 1980 and grew
relatively to the average wage paid in industry over the
succeeding years. The wages of workers in the furniture, plastic
materials, clothing, and editorial industries were below the
average and suffered a relative reduction. The same is true
although the tendency is considerably stronger for wages in the
public utilities, construction, commerce and services sectors.
Hence there is a tendency for an increase in wage dispersion in
the economy.

We come to the same conclusion if we look at the relation
between the average wage paid in the industrial sector (data for
Sao Paulo) and the institutional minimum wage. The latter can be
seen as a proxy for the wage paid to workers in the lower bound of
the distribution of wages in the economy. As seen in figure 6, the
relation increases continuously over the period, growing on the

whole 68% in 12 years.
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Wage dispersion as measured by the coefficient of variance
of wages paid in the industiral sector (data for Sao Paulo) also
confirms the conclusion that the distribuition of wages became
more unequal during the last years. In figure 7 the coefficient of
variance grows continuously beteen 1978 and 1987.

Not only the relative wages paid to workers outside the
industrail sector fall, but also the relation between the
components of the consumer price index \ll and the average
industrial price index fall continuously over the period. Refer to
table 13. As an example, in ten years, the relation between the
consumer price of foodstuff and the industrial price index falls
40%.

In 1986 these tendencies change dramatically. Both wages
and prices in the non-industrial sectors grow relatively to wages
and prices in the industrial sectors,.respectively. This was the
result of a price freeze imposed by one year during the Cruzado
Plan. \12 Since 1986, two other plans based on price freezes were
lounched but the results in terms of stabilization have been
disastrous. These plans resulted in a further disorganization of
the economic relations, and an increase in the degree of
distributive conflict. The data available for Sao Paulo indicates
that in the industry the product wage and the share of wages have
peen falling continuously, whereas the real wage fell in 1987 and
stabilized in 1988.

We conclude from this analysis that the relation between

capital, labour and the State is immersed in a deep crisis. The

11 poodstuff, clothing, personnal services, health and shelter.

See Amadeo and Camargo (1989b) for an analysis of the Cruzado
Plan in Brazil, and especially the changes in the distribution of
income and relative prices.
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acceleration of inflation, the increase in wage dispersion and the
recurrent changes in the distribution of income between profits
and wages (as illustraded by the ups and downs in the share of
wages in the industry) are reflections of the crisis.

The reemergence of labour activism in certain sectors of
the industry is certainly an important aspect to understand the
development of the last ten years. The resistence of capitalists
to accept the new reality, and their attempt to block the progress
of labour is at the root of the conflict. Weak actors both amongst
capital and labour have been suffering with losses in their share

of income.
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7. Concluding Remarks

We started this analysis by showing that the Brazilian
labour market is quite heterogeneous. There is a modern segment
where workers are unionized, and other sectors in which the
capital-labour relation may or may not have a legal status. We
noted that the State through the Ministry of Labour and the Labour
Justice played a paternalistic role, and that the labour code
induced a very corporatist structure. We argued that even in the
modern sectors the conditions of work are gquite bad and workers
rights are almost nonexistent: job security is absolutely absent
and labour turnover is very high, workers’ representation at the
firms’ level is prohibited, the rithm of work is exhausting and
there is rigid control of the labour process.

At the macro level, we noted that nothing like a ‘Fordist
compromise’ can be identified in Brazil -- not even in the most
modern sectors. Real wages do grow occasionally in certain sectors
but the share of wages in industry (even in Sao Paulo) is
extremely low, and has fallen over the ’‘80’s. The structural
trasformations which took place in the last three decades gave
rise to an industrial labour force. A sense of injustice on the
part of these workers with the distribution of the fruits of
progress has led to the formation of a strong union movement which
has been demanding changes in the conservative labour relations as
prescribed in the labour laws.

The ‘new unionism’ of the eighties has changed the face of
the relation between capital, labour and the State. The movement
has grown quite fast over the last ten years, and what is really
new in terms of the union structure in Brazil: it has strong ties

with the workers in the factories and it is, on the other hand,
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very centralized at the national level. Their demands for better
working conditions, and rights such as job security and workers’
representation in the firms has found very strong opposition on
the employers’ part. The strongest unions have been able to
succeed in most of their demands. However there is still a long
way to go before the majority of the workers could have the same
rights.

In those sectors where workers maintain a legal
relation with their employers the central unions (especially CUT)
have been able to mobilize workers. In recent years, the
distributive conflict between organized labour and capital can be
seen as a positive-sum game which gains have been shared by the
two groups. But the conflict between organized and non-organized
segments of society is a zero-sum game in which the latter group
has been loosing.

The centrélization of the union structure and the creation
of a very active Wofkers' Party may extend to all workers with a
legal status the benefits of the stronger unions. Hence, we are
led to believe that the deepehing of the wage dispersion in the
last years will give place to a more equalitarian distribution of
the wage mass. On the other hand, there are indications that the
growth of the movement at the national level will force employers
to share productivity gains with workers, and maybe even lead to a
redistribution of income in favour of wages.

The optimism of the last paragraph should not be
exagerated. On the one hand, employers in Brazil have been quite
resistent to changes, and so far they have been able to partially
block the growth of the laboour movement. On the other hand, there

is a huge number of workers whose relation with capital does not
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have a legal status. It will take some time before they can become
part of the legal system and part of the organized segment of the

labour force.
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