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Resumo | Abstract

Public financing of care-related policies, infrastructure, and public 
procurement, the promotion of public care networks, through investments 
in daycare centers and schools, including full-time ones, hospitals, elderly 
care institutions, and cafeterias, among other care services, is not only 
capable of relieving the high workload that falls on the shoulders of women, 
especially those from the working class, but it can also create jobs for many 
of them.

The current Brazilian context provides an opportune moment to discuss 
the role of the government in guaranteeing access to care services but not 
without substantial obstacles. The very narrow fiscal space enforced by the 
approval of a new fiscal rule limits the universe of policies that are feasible, 
making it much easier for a tax expenditure to be implemented instead of 
an increase in public spending. Furthermore, previous work has shown that 
most tax reforms presented in Congress have a negative impact on the tax 
burden and consequently on the government budget. This paper provides 
evidence of the distributional cost of this observed congressional preference 
by analyzing two types of care-related policies. First, we investigate reforms 
encompassing tax incentives related to the care sector. Second, we consider 
tax reforms that allow for an increase in government expenditures in care 
infrastructures. 

We use data from Brazil’s expenditure survey (POF) to estimate the tax 
expenditure of allowing for a personal income tax deduction for care-related 
services such as spending with private nurseries, hiring babysitters, and 
private education for children up to 15 years old. We compare the impact 
of such a policy on inequality to a government expenditure towards public 
services of the same size. We find that while tax deductions for care-
related services would benefit people at the top two deciles of the income 
distribution, investing in public care services would have a higher impact on 
people at the first three deciles.

We use the same expenditure amount to estimate the impact on jobs of the 
two possible policies using an input-output model. We compare the number 
and distribution of the jobs created with respect to gender and race and find 
that public expenditure in care infrastructure creates more jobs for women 
and has an overall employment creation impact that is around 55% higher 
than the impact of a tax deduction of the same size. 

Our results point to the fact that although tax deduction policies are 
politically easier to implement, they are not justifiable in terms of their 
impact on income, gender, and racial inequality when compared to the 
alternative of using the same value of tax expenditures toward the provision 
of public services.
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1. Introduction

In a country as marked by inequalities as Brazil, characterized by gender discrimination and structural ra-
cism, any reform that does not consider issues of class, race, and gender ends up implicitly reproducing and 
reinforcing these inequalities. In Brazil, we have almost 66 million people aged 14 or older who are out of the 
labor force, of whom 64% are women. One of the most significant obstacles to women’s entry into the work-
force is the responsibility for domestic and caregiving activities. 

Historically, women have carried a larger share of caregiving work, both paid and unpaid, ensuring our daily 
social reproduction. In Brazil, women spend twice as many hours on unpaid reproductive work compared to 
men (Melo, Considera, Sabato 2007). Data from the 4th quarter of 2022 from the National Household Sam-
ple Survey (PNAD - Pesquisa Nacional por Amostra de Domicílios) shows that 2 million women cannot even 
look for a job because they need to “take care of household chores, child(ren), or other relative(s).” Another 
11.3 million women cannot start a job due to domestic and caregiving responsibilities. A total of 13.2 million 
women declare that unpaid domestic tasks are the main barrier to entry into the labor market. Furthermore, 
most of these women are Black (63%), and 96% of them (12,790,320) are in households with per capita labor 
incomes below 1640 reais per month.

Through care policies, the state could promote an increase in women’s employment. This can be done throu-
gh investments in care infrastructure, for example, by constructing daycare centers. Therefore, within the 
scope of a discussion of tax reform, it is essential to discuss the existence of this fiscal space. It can also be 
done through recognition of unpaid work done at home or through the reduction in the cost of care services 
and goods, both of which can be directly influenced by indirect taxation.

The promotion of public care networks, through investments in daycare centers and schools, including full-ti-
me ones, hospitals, elderly care institutions, and cafeterias, among other care services, is not only capable of 
relieving the high workload that falls on the shoulders of women, especially those from the working class, but 
it can also create jobs for many of them. This is what Marques, Nassif-Pires, Passos, and Taioka (2022) point 
out by estimating that investments in social infrastructure, such as health and education, proportionally sti-
mulate more employment among women, particularly black women, compared to investments in physical 
infrastructure, such as the construction sector.

Therefore, in addition to the undeniable benefit associated with improving the supply of essential public ser-
vices, investments in care networks can increase the employment rate and the rate of female participation 
in paid economic activity: in the first case, by increasing their employment opportunities, and in the second 
case, by reducing the daily workload of unpaid care work, freeing up time for paid activities, and by recogni-
zing care work that was often already carried out anyway, despite its invisibility. 

In 2023, Brazil created a special secretariat within the Ministry of Social Development—the National Secre-
tariat for the Care and Family Policy—tasked with formulating and coordinating the public provision of care. 
While Brazil’s Constitution guarantees universal access to health and education, it has historically lacked an 
equivalent guarantee for care. Although some care services have long been delivered through the national 
health and education systems, there was no unified or coordinated public care system. As Guimarães and Pi-
nheiro (2023) point out, care provision in Brazil has remained centered on the family and has been unequally 
distributed across gender, race, and class lines.

The creation of the Secretariat marked a turning point in national policy discussions, and in December 2024, 
the Brazilian government approved the National Care Policy, enshrining the right to care into law. The policy 
recognizes care as a universal need and seeks to guarantee it progressively and equitably, prioritizing groups 
such as children, older persons, people with disabilities, and paid and unpaid care workers. Its implementa-
tion will require integrated, intersectoral action across levels of government and policy domains. However, 
the strict fiscal constraints established by Brazil’s fiscal rule, the 2023 New Fiscal Framework (Novo Arca-
bouço Fiscal – NAF, Complementary Law No. 200) pose ongoing challenges. Although the policy represents a 
significant normative advancement. Only two days before approving the national care policy, Brazilian parlia-
ment was voting on an expenditure cutting package, aimed at ensuring compliance with NAF.

One alternative would be to increase revenue through progressive tax reforms. Unfortunately, Brazilian parlia-
ment has shown a clear preference towards tax cuts. Lazzari, Arretche, and Mahlmeister (2022) have shown 
that the majority of tax reforms presented in Congress have a negative impact on the tax burden and conse-
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quently on the government budget. They find that between 1989 and 2020, 67,2% of tax reforms presented in 
Congress created an expenditure deduction, an exemption, or a special regime, benefiting specific groups of 
taxpayers.

Motivated by the fact that the current institutional and constitutional Brazilian context is politically more fa-
vorable to tax deductions than government spending, and by recognizing that this is an opportune moment to 
increase public provision of care, we compare the effects on inequalities of two types of reforms. First, we look 
into reforms encompassing tax incentives related to the care sector. Second, we consider tax reforms that 
allow for an increase in government investment in care infrastructures.

In the case of financing of care-related policies, infrastructure, and public procurement, the promotion of pu-
blic care networks, through investments in daycare centers and schools, including full-time ones, hospitals, 
elderly care institutions, and cafeterias, among other care services, is not only capable of relieving the high 
workload that falls on the shoulders of women, especially those from the working class, but it can also create 
jobs for many of them. Using data from the Brazilian Expenditure Survey (POF), in previous work we estimate 
that a personal income tax reform that taxes more the 1% richest and that resumes taxes on profits and divi-
dends at a rate of 15% could generate additional revenue that, if reverted to public health, would have a direct 
impact of creating more than 45 million jobs to be occupied by women.

In this paper, we use data from POF to estimate the tax expenditure of allowing for a personal income tax 
deduction for care-related services such as spending with private nurseries, hiring babysitters, and public edu-
cation for children up to 15 years old. We compare the impact of such a policy on inequality to a government 
expenditure towards public services of the same size. We find that while tax deductions for care-related ser-
vices would benefit people at the top two deciles of the income distribution, investing in public care services 
would have a higher impact on people at the first three deciles.

We use the same expenditure amount to estimate the impact on jobs of the two possible policies using an 
input-output model. We compare the number and distribution of the jobs created with respect to gender and 
race and find that public expenditure in care infrastructure creates more jobs for women and has an overall 
impact of around 55% higher than a tax deduction of the same size. 

2. Brazil’s Fiscal Policy Framework and Social Policy Constraints: Developments Since 2015

Since 2015—and especially from 2016 onwards—Brazil has undergone substantial changes in the design of its 
fiscal policy, reflected in the public budget. Macroeconomic stability, interpreted primarily through the lenses 
of public debt sustainability and inflation control, became the government’s top priority, with direct implica-
tions for public spending constraints. According to Dweck and Teixeira (2017), 2015 was marked by the adop-
tion of “restrictive measures across all areas, particularly in fiscal policy, when one of the largest fiscal adjust-
ments in recent history was carried out, even greater than those in 1999 and 2003” (p. 2).

In 2016, during Michel Temer’s presidency (2016-2018), Constitutional Amendment No. 95 was approved, es-
tablishing the Expenditure Ceiling (Teto de Gastos), which limited the annual growth of public spending to the 
previous year’s inflation rate. Its objective was to control public accounts and curb the growth of public debt. 
The ceiling included triggers to be activated in case of non-compliance, such as restrictions on hiring and dis-
cretionary spending. However, it also provided exceptions for specific situations, such as mandatory federal 
transfers to states and municipalities and emergency expenditures. Over the years, the ceiling underwent 
changes aimed at adjusting what had become an excessively and unjustifiably restrictive rule to the needs 
imposed by national realities.

During Jair Bolsonaro’s government (2019-2022), in 2021, to address the impacts of the COVID-19 pandemic, 
Constitutional Amendment Proposals (PECs) were approved that created fiscal space of R$44 billion for Emer-
gency Aid and enabled the payment of court-ordered government debts, generating a total impact of R$236.5 
billion, according to the Independent Fiscal Institution (IFI). The pandemic context contributed to the weake-
ning of Brazil’s fiscal rule—a topic that gained prominence in the 2022 elections, during which President Lula 
signaled his intention to revoke it.
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Once elected, in August 2023, Lula, together with Congress, approved the “New Fiscal Framework” (Novo Ar-
cabouço Fiscal – NAF, or Complementary Law No. 200), replacing the Expenditure Ceiling1.  The new rule main-
tained a commitment to anchor the growth of public spending to a portion (50% to 70%) of annual revenue 
growth, while introducing more flexible rules that create some room for essential public spending. Real (i.e., 
above-inflation) annual growth of primary expenditures is now limited to this percentage of real primary reve-
nue growth, considering inflation measured by the IPCA (Broad Consumer Price Index). The NAF sets primary 
result targets with a tolerance margin of 0.25 percentage points of GDP. As a counter-cyclical mechanism in-
tended to avoid spending rigidities or uncontrolled growth, the framework establishes minimum and maxi-
mum limits for real expenditure growth: a minimum of 0.6% and a maximum of 2.5% over the previous year’s 
expenditure. Additionally, investment spending must be at least 0.6% of the GDP estimated in the Annual Bu-
dget Bill (LOA) each year. Regarding tax expenditures, the rule is a little more flexible. The bill only states that in 
the case of a primary deficit, the creation, expansion, or extension of tax benefits will be prohibited.

In comparative terms, the NAF is indeed more flexible than the Expenditure Ceiling. Nevertheless, it conti-
nues to shape and restrict the functioning of public accounts in recent years (Brenck et al., 2023). In the me-
dium and long terms, even in the presence of high primary surpluses, future expenditures will remain subject 
to significant limitations, which will not be relaxed even under scenarios of strong economic growth (Vazquez 
and Schlegel, 2023). Paulani (2024) argues that the NAF carries inescapable limitations, considering the lega-
cy it replaces—namely, the Expenditure Ceiling and the broader narrative around the trajectory of fiscal policy 
in Brazil.

Thus, despite the government’s efforts to make the management of public resources more flexible and respon-
sive to population needs, the NAF imposes greater obstacles to the implementation and institutionalization 
of social policies than its original predecessor, the Fiscal Responsibility Law (LRF), approved in 2000 and still 
in effect. Therefore, while it is true that the public budget has not, for some time, reflected a genuine pursuit of 
equity—and that efforts to reduce gender and racial disparities have been subordinated to other programma-
tic goals (Dweck and Teixeira, 2017)—it is also true that, today, the NAF represents the greatest institutional 
challenge for those seeking to expand social policies.

By way of illustration, it is worth noting that federal social policy expenditures grew by 70% in real per capita 
terms during Lula’s first two terms (2003–2010) (Castro et al., 2012). As a result, the real growth of primary 
expenditures during that period would have exceeded the limits imposed by the NAF, as demonstrated in a 
previous study (Marques et al., 2023). In other words, had the NAF been in effect in the 2000s, the historical 
trajectory of poverty and income inequality reduction—largely dependent on the expansion of social spen-
ding—could not have taken place. In a context of permanent constraints on public spending, the prospects for 
effectively combating racial and gender inequalities are very limited. 

3. Tax reforms and the care economy 

The tax system can reinforce gender inequality if it does not consider income inequality and disparities in con-
sumption patterns between men and women. Based on the analysis of data from the 2017-18 Family Budget 
Survey (POF), Vieceli and Avila (2023) point out that the burden of indirect taxes borne by families headed by 
women was 15.05%, higher than the 14.55% burden for male-headed families. This result is, on the one hand, the 
effect of the overrepresentation of families headed by women in the lower-income strata, since, as is known, 
the low-income population has a greater marginal propensity to consume and thus tends to commit a larger 
portion of their income to indirect taxes. On the other hand, it is also an effect of women’s greater marginal 
propensity to consume, which is largely related to their greater responsibility for care work.

In this sense, the aforementioned authors identify that families headed by women tend to spend a greater 
proportion of their income on expenses related to food, housing, clothing, hygiene and personal care, and he-
alth care (including medicine). In contrast, families headed by men spend a larger portion of their income on 
transportation, taxes and asset growth, property acquisition and investments. Along these lines, the greater 
the burden of indirect taxes, the greater the restrictions on the consumption of goods and services that reduce 

1 The Expenditure Ceiling was terminated in December 2002 by a Constitution Amendment (EC 126/2006). It also imposed that the Federal Government 
should propose a new fiscal rule during the year of 2023.
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the working time allocated to care and domestic tasks (Vieceli and Avila, 2023). Therefore, a tax system largely 
dependent on indirect taxes, like Brazil’s, penalizes women’s unpaid care work.

Recently, Brazil approved a new expenditure rule that will govern the evolution of the public deficit and thus 
the budget space for public spending. Within this new framework, there will be a need to increase tax collec-
tion in order to expand the public service infrastructure. Nonetheless, an indirect tax reform has already been 
approved without any impact on the amount of tax collected. The reform focused on simplifying and moder-
nizing the system but had neutral impacts on collection and progressivity. This year, Brazil will be discussing a 
direct tax reform.

Nonetheless, one measure has already been implemented, following a presidential campaign promise: an incre-
ase in the deduction bracket. Bottega, Nassif-Pires, and Forquesato (2023) simulate an IRPF reform proposal that 
increases the exemption range to R$2112.00 and allows a simplified deduction of R$568.00, showing a revenue 
loss of 4 billion reais. Thus, there is pressure to also implement measures that will increase collection within the 
upcoming direct tax reform increase in the collection of taxes. Bottega, Nassif-Pires, and Forquesato (2023) also 
simulate the impact of measures to increase the progressiveness of the IRPF as a way of increasing revenue. The 
authors simulate that the creation of an additional bracket with a rate of 35% for the extract belonging to the ri-
chest 1% of the population would lead to an increase in revenue of 1.6 billion reais, while the adoption of taxes on 
profits and dividends at a rate of 15% could lead to an increase in revenue worth 44 billion reais.

Another way of valuing care work carried out in the private sector, that is, in addition to the necessary expan-
sion of the public network of care services, is the creation of tax incentives with the exemption of expenses 
(personal or business) on care work. One example along these lines, is the proposed tax reform of Chile, that 
would allocate part of the resources arising from more significant tax revenue to finance a new national care 
system. The measure expresses the intention of socializing the costs of care work and reducing gender inequa-
lity in the country.

4. Social spending and the care economy

Recent historical experience shows that the increase in budgetary resources allocated to social spending – 
that which is focused on “serving people in vulnerable situations” and providing “opportunities for social pro-
motion” – was decisive in reducing Brazilian inequality. As Silveira and Passos (2017) point out, since the Brazi-
lian tax system concentrates income, social spending has been decisive in guiding fiscal policy in a direction 
with greater redistributive impact. This occurs thanks to the progressive nature of social spending, notably 
the public and universal provision of health and education and monetary transfers, such as the Bolsa Família 
Program and the Continuous Payment Benefit (BPC)2.

Public spending on infrastructure mostly refers to the renovation and construction of physical infrastructure, 
such as bridges, roads and even buildings that house daycare centers and hospitals, which serve as the foun-
dation for the production process. However, the term infrastructure not only encompasses physical support 
for production, but also refers to a network of social support, equally necessary for the maintenance and good 
functioning of the production system. Social infrastructure concerns the provision of services, including heal-
th and education.

It is possible to recognize that these two sets of public policies – the provision of universal public services and 
social assistance – carry, in the institutional design that characterizes them, a redistributive potential that 
implies improving the living conditions of some historically disadvantaged social groups. On the one hand, 
the public provision of health and education services represents an indirect income transfer, that is, the State 
making it responsible for a cost that, under other conditions, would be borne by families. Notably, due to the 
nature of these activities, this is a cost associated with social reproduction activities, linked to the dimension 
of care and the needs for maintaining the workforce. On the other hand, monetary transfer assistance policies 
are direct income supplements, specifically addressed to the poorest families. In this case, there is a clear 
orientation of spending towards benefiting the population that is structurally excluded from the formal job 
market (Rossi; David; Chaparro, 2020).

2 A benefit paid to people with disabilities.
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In fact, there is evidence that indicates that Brazilian social spending has redistributive potential and makes 
it possible to correct class, gender and racial disparities. For example, considering spending on public educa-
tion, Silveira et. al. (2021), based on data from the Family Budget Survey (POF) and INEP, point to its high pro-
gressiveness in comparison to other fiscal policy instruments. The provision of public education by the State 
contributes 93.3% of total expenditure on education for the poorest 10% of the population and only 13.3% in 
the case of the richest 10%. When including the racial profile, families headed by black people use public servi-
ces more in terms of total education expenditure when compared to families headed by white people. For the 
poorest 40%, comparing families headed by black people and white people, the difference in the public sec-
tor’s share of total education spending is 4.7 percentage points; between the richest 20% and the middle 40%, 
however, the gap increases to 8.2 percentage points. Furthermore, the study indicates that social spending on 
education contributes to the drop in the Gini index.

Looking at the redistributive impact of social spending on health, Silveira et. al. (2014), using data from POF and 
PNAD (2003-2007), found results consistent with the literature that suggests its progressiveness. The results 
indicate that the poorest 40% receive 50% of hospital costs. As for spending on outpatient procedures, 45% 
goes to the poorest 40%. On the other hand, the richest 20% receive only 10% of the expenses. Considering 
total health spending, 55% goes to the poorest 50%, compared to 30% for the richest 20%.

In the case of income transfers that make up social assistance, the results point to a similar direction. For 
example, considering the intersectionality of gender and race, Nassif-Pires, Cardoso and Oliveira (2021) based 
on PNAD Contínua and PNAD Covid-19, showed that the payment of Emergency Aid was significant in reducing 
the disparity in rates of poverty among black women: while 33% of them were affected by poverty before the 
pandemic, in July 2020, with Aid, this figure rose to 26%. The authors also draw attention to the fact that the 
early interruption of Emergency Aid could take the poverty rate for black women to 42%, twice as high as the 
poverty rate among white men.

Finally, it is worth mentioning the case of programs such as Bolsa Família, that has an overwhelming majority 
of female beneficiaries. The program is important for women gaining autonomy, in addition to other effects 
associated with increased frequency of health services and prenatal visits among pregnant women, and the 
increase in women’s decision-making power within the home (Bartholo; Passos; Fontoura, 2019). However, re-
garding the issue of gender and reproductive work, the literature is controversial regarding the effects of Bolsa 
Família. This contradiction is addressed by Passos, Wajnman and Waltenberg (2020) who show that the pro-
gram, while favoring the participation of female beneficiaries in the workforce, had a positive impact on the 
exercise of care activities, which for the authors would be an effect ambiguous in the sexual division of labor.

In addition to the distributive effects, however, it is possible to conceive the importance of public spending 
in terms of economic dynamics. For example, estimates for the United States, made by Antonopoulus et al 
(2010), indicate that spending on early childhood care has the capacity to increase the employment rate by 
up to two times when compared to investments in physical infrastructure. In the case of Turkey, Ilkkaracan, 
Kim, and Kaya (2015) demonstrate that investments in the construction of public daycare centers generate 2.5 
times more jobs than investments of the same value in the construction sector.

In a more recent study, De Henau and Himmelweit (2020) estimated the different impacts of investment in 
physical infrastructure and social infrastructure on employment, using data for seven OECD countries. The 
results indicate that for the care sector, between 78-85% of the direct employment generated would go to wo-
men, compared to 6-14% for the construction sector. More specifically, the care sector had a proportion of em-
ployment for women twice as high as in construction for Japan and almost five times as high for Australia. 
When the indirect effect was estimated, for all countries (except the United Kingdom), employment generated 
in the construction sector was higher than in the care sector; however, they do not outweigh the larger direct 
effects of investment in care. For induced effects, once again the effect was greater in care than in construc-
tion. Furthermore, adding the three effects (direct, indirect and induced) we have that investments in care ge-
nerate at least 50% more jobs than investments in construction (except for Japan), with a large part of these 
new jobs being directed to women.

In the case of Brazil, Marques et al. (2023) find that spending on social infrastructure generates almost three 
times more jobs for women than a shock on the construction sector. Our work builds on previous work to con-
sider the two distributional aspects of alternative public spending policies. On the one hand, we build on Sil-



8

veira et. al. (2021) to estimate the distributional impacts of the benefits provided, by looking into the expansion 
of disposable income of a tax deduction policy compared to the in-kind benefits of the provision of care servi-
ces. On the other hand, we build on the work of Marques et al. (2023) to simulate the job creation impacts of 
spending on social infrastructure when compared to the impacts of a tax deduction. In the next section we 
describe the methodology of each of our simulations.

5. Methodology

5.1. STEP 1:  Distributional National Accounts

To analyze the distributional effects of different proposals for changes in the personal income tax rules and 
changes in social benefits related to increasing the care economy, the database used should preferably des-
cribe Brazilian inequality as accurately as possible. To this end, one of the most appropriate methodologies to 
more accurately represent a country’s income distribution is the Distributive National Accounts (DINA) me-
thodology developed by Piketty, Saez, and Zucman (2018). This method is one of the most used to correct the 
tendency of underestimation of high incomes in household surveys, a fact that is consistently observed arou-
nd the world (Blanchet et al., 2020).

Following this methodology, we can combine data from household surveys, detailed information from personal 
income tax records, and data from National Accounts to build a more accurate representation of income distri-
bution in Brazil. This procedure has already been applied to Brazil data, in most cases using the National Hou-
sehold Sample Survey (PNAD) as a source of survey data (Gobetti and Orair, 2017; Medeiros, Souza and Castro, 
2015; Morgan, 2017) or the 2008-2009 Family Budget Survey (POF - Pesquisa de Orçamentos Familiares) (Fernan-
des, 2016), both from the Brazilian Institute of Geography and Statistics (IBGE - Instituto Brasileiro de Geografia e 
Estatística). In this paper, we innovate by using POF data from 2017-2018, following Bottega et al. (2021).

The POF database has national coverage and, due to its emphasis on describing budgets, captures individuals’ 
expenses and income with greater precision and greater detail regarding the type and modality of expenditu-
res. This becomes evident when we notice that, compared to PNAD and the Census, POF presents average in-
comes with higher values and is closer to the benchmark values computed by the National Accounts System 
(Diniz et al., 2007; Medeiros and Souza, 2013). Therefore, its use already confers an income accuracy advantage. 
The main drawback of using POF is that this survey is only made in an irregular interval of ten years on average. 
Therefore, the most recent data that we have about the familiar budget is from 2017/2018, and much could 
have changed primarily due to the COVID-19 pandemic. 

Data from POF for 2017-2018, in turn, are combined with the data from the personal income tax records (DIRPF 
- Declaração de Imposto sobre a Renda da Pessoa Física) for 2018 (calendar year 2017), provided by the Brazi-
lian Federal Revenue Secretariat (SRFB), and data on total family income obtained from the Integrated Econo-
mic Accounts (CEI - Contas Econômicas Integradas) and Tables of Resources and Uses both from the System 
of National Accounts (SCN – IBGE).

DIRPF reports the personal income tax data in detail, which guarantees more accurate income values and 
more openness between types of income (e.g., from labor, capital, distributed profits, and so on). However, it is 
worth remembering that the declarants are approximately the wealthiest 13% of the Brazilian population, so 
this data only portrays the income distribution at the top. Furthermore, the DIRPF contains data stratified by 
income range to guarantee tax secrecy.

To achieve compatibility with POF, the DIRPF income strata are expanded to create narrower population clas-
ses corresponding to the POF through the Pareto Interpolation method (Atkinson, Piketty, and Saez, 2011; 
Gobetti and Orair, 2017). In POF, data was restricted to adult residents over 18 years of age and non-zero income. 
Finally, these two databases are combined to equate the total income obtained with a proxy for the available 
income of families calculated from the CEI and Tables of Resources and Uses of the National Accounts. On 
the final database, compared to the original POF, the income of the wealthiest 5.82% increased by 51.3%, and 
income inequality measured by the Gini index increased from 0.574 to 0.631.
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5.2. STEP 2:  Tax deduction and tax Expenditure calculation

To estimate the effects of a tax deduction policy, it is necessary to estimate the size of the tax expenditure 
and how much each individual would receive from it. Estimating the size of a care-related tax expenditure is 
quite challenging using our database, due to the following reasons: When declaring their expenses in a budget 
survey, individuals do not have the incentive of over-estimating their expenses, like they do when declaring 
expenses in their income tax return, since the bigger the expenditure the bigger the deduction in paid tax. It 
is possible to observe this phenomenon when trying to calculate the size of the health tax expenditure. When 
estimating it for 2018 using our database, we obtain a value R$14.33 billions, however, the official data indica-
tes that the actual expenditure was R$16.81 billions, therefore, this method tends to underestimate the actual 
size of the policy. Moreover, there is another important behavioral effect to consider here: If a tax expenditure 
for a certain kind of product/service is created, there is an incentive to spend more on that kind of expense, and 
we can’t estimate the size of the underestimation due to unavailability of data regarding the income elasticity 
of care-related expenditures in Brazil.

To better understand the importance of those behavioral effects, we can look at how the health tax expendi-
ture has grown over the last years. As said before, in 2018, the value of this expenditure was R$16.81 billions3 
and in 2023, this expenditure was R$ 24.75 billions4, representing a growth of over 47%, in nominal terms, and 
of over 15%, in real terms. Much of this growth can be attributed to the behavioral effects related above and, 
since there aren’t any institutional limitations to the size of this expenditure, it can grow even more.

Therefore, due to the limitations related above, we will use two different values for the policies evaluated in 
this paper: R$ 6 billions, representing a lower bound, closer to what we obtain when calculating the tax expen-
diture on care-related services (daycare centers, babysitters, and primary and secondary schools) using our 
database5, and R$ 10 billions, a higher value that considers the aforementioned effects.

The last step is to distribute the benefit in the database. This entails calculating how much each taxpayer 
with children spent on care-related services (daycare centers, babysitters, and primary and secondary scho-
ols), then we distribute the simulated total benefit proportionally to how much each taxpayer spent on those 
kinds of services.

5.3. STEP 3:  In-kind Benefits 

Moreover, we factor in in-kind or non-monetary benefits, including public education. The aim here is to assess 
the redistributive role of government expenditures and pinpoint the recipients of these investments. Regar-
ding public education, we allocate total expenditures reported by the Ministry of Education’s research agency 
(INEP - Instituto Nacional de Estudos e Pesquisas Educacionais Anísio Teixeira) to students enrolled in public 
institutions at all levels: preschool, primary, secondary, and tertiary education. These figures are derived from 
governmental sources accounting for municipal, state, and federal educational spending. 

Lastly, we distribute the tax expenditure benefit to all adults with children in the database. This is done in the 
following way: (i) calculate the total size of public education (daycare centers and primary and secondary scho-
ols) expenditures with this population; (ii) estimate the proportion that each individual receives from this kind 
of expenditure; (iii) distribute according to the estimated proportion. 

5.4. STEP 4:  Job creation

In order to assess the impact of the two alternative policies on job creation, we build on the work of Marques et 
al. (2023) and use a Leontief input-output with endogenous households consumption expenditures6. We then 
estimate the impact of two demand shocks, 6 billion and 10 billion reais, as explained on step 2 , on public 
health, public education and as an increase in the disposable income of families. The choice of simulating the 
impact on demand for public health, public education sectors is because they represent social infrastructure 

3 Nominal value.
4 Nominal value.
5 The value we obtain when calculating the size of the care-related tax expenditure using our database is R$5.73 billions.
6 For details on models with endogenous family see Miller and Blair (2009, pp.35-42). We build our specific leontief tables following Freitas F.; Dweck, E. (2010).
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provided via the State. Since care services currently publicly provided are partly in each of those and that de-
riving a specific cost structure of a public care sector is not within the scope of this work, we use both sectors 
as references, considering the role that they can assume in taking responsibility for part of the reproduction of 
the workforce.

This estimation is made based on the calculation of sectoral employment multipliers for the 2015 Brazilian 
input-output tables (MIP) with endogenous households consumption expenditures that was built using the 
Input output table and the use and make matrices made available by IBGE, which contains 67 sectors.

As the National Accounts do not report the sectoral division of the workforce in terms of race and gender, but 
only total people employed by sector, these proportions were taken from data reported by the Annual Social 
Information Report (RAIS), referring to workers employed in the formal sector7. Each information was made 
compatible based on the correspondence between the MIP sector and CNAE 2.0 class. For analysis purposes, 
six categories were considered: white men, white women, black men, black women, other men, and other wo-
men8. The exercise estimates not only the direct and indirect impacts on employment generated by the shock 
in each of the sectors as in a Leontief model, but it also considers the income effect, that is, the induced im-
pact that household consumption adds to the shock.

6. Results

6.1. The distribution of the benefits of the two alternative policies by income, race and gender

The first exercise implemented was the simulation of a tax benefit using POF. The benefit was given to all ta-
xpayers with children up to 15 years and consisted of a tax deduction of all costs associated with daycare, 
education for children (up to 15 years) and babysitter expenditures. It is important to notice that given the 
nature of expenditure surveys this value is expected to be an underestimation of the actual cost that this po-
licy would have if implemented. Thus the exercises proposed here should be considered in terms of relative 
impacts, i.e. when comparing each of the policies implemented and considering that the total amount of the 
policies is very small with respect to Brazil’s GDP (approximately 7 trillion reais).

Table 1. Impact of alternative care policies on Inequality

Tax deductions (6bi) Public care service 
(6bi)

Tax deduction (10bi) Public care services 
(10bi)

Palma Ratio (10/40) 5,99 5,94 6,00 5,91
Gini 0,615 0,613 0,614 0,612

Women's income 
share

39,88% 39,90% 39,88% 39,91%

Source: Own elaboration based on POF 2017/2018, DIRPF 2018 and INEP. 

Table 1 presents inequality measures in each of the two scenarios, i.e., in the scenario where a tax deduction is 
given and the scenario where public services are provided. The very small impacts reflect the size of the policy 
simulated, nonetheless, the perceptible difference indicates that the distribution of each of the benefits are 
very unequal. We explore in detail those by looking into socioeconomic characteristics of the beneficiaries of 
each of those policies.

7 As Proni and Gomes (2015) point out, there is a racial and gender bias in informality, with black people and especially black women being overrepresented 
in informality. Therefore, when using race and gender proportions from RAIS, which only accounts for formal jobs, we may be underestimating the number 
of jobs created for these groups. It is important to note that there is a significant difference between the formality rate in the education and public health 
sectors compared to the construction sector. 
8 It is important to notice that race is auto declared. Black men and black women are equivalent to the sum of the IBGE “preto” and “pardo” categories, the last 
one referring to mixed race.
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Figure 1 - Share in income from benefits according to Race

Source: Own elaboration based on POF 2017/2018, DIRPF 2018 and INEP.

Figure 2 - Share in income from benefits according to Gender

Source: Own elaboration based on POF 2017/2018, DIRPF 2018 and INEP.
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Figure 3 - Share in income from benefits according to Income Decile

Source: Own elaboration based on POF 2017/2018, DIRPF 2018 and INEP.

Despite the low impact in the indexes discussed above, figures 1, 2 and 3 show that these two policies have 
big differences regarding their socioeconomic consequences. Figure 1 reveals a pronounced racial bias in the 
benefits derived from tax deductions, with a substantial portion of the income favoring white individuals. Spe-
cifically, 66.2% of the income generated through tax deductions accrues to white individuals, while only 30.5% 
benefits black individuals, and 3.3% is allocated to individuals of other racial backgrounds. However, when it 
comes to public care services, it favors black individuals, since 68.7% of the income goes to black people.  Figu-
re 2 reveals a similar picture regarding gender, tax deductions disproportionately benefit men and public care 
services are more equitable, as 58.1% of the total tax expenditure goes to male individuals and 51.6% of the ad-
ditional benefits from public care services benefits women. Moreover, figure 3 shows how tax deductions are 
allocated to the top 20%, in further detail, the top 10% gets 75% of the total expenditure with tax deductions, 
while public care services benefit lower deciles of the income distribution, for instance, the bottom 30% recei-
ves 46.2% of the total.

6.2. Estimation of shocks to different types of infrastructure and their impact on Brazilian employment by 
race and gender

The empirical results discussed so far indicate the potential of social spending vis a vis tax deduction policy in 
promoting structural changes regarding the distribution of in Brazil. On this subsection, we discuss the results 
of our input-output model.

Figure 4 shows the total impacts (direct, indirect, and induced effects) of demand shocks of R$6 billion and 
R$10 billion in public health, public education and in total disposable income of households. Direct effects 
represent the workforce that is employed to meet the new demand directly generated in the sector that recei-
ves the injection of resources. The indirect effects consider the workforce employed based on the demand for 
inputs from all sectors, resulting from this initial contribution. Finally, the induced effects arise from the con-
sideration, in the input-output model, of the income effect of the expansion of wages on family consumption, 
which induces an increase in production to meet the new demand.

In general terms, the results show that, considering the direct, indirect and induced effects of the R$6 billion 
and R$10 billion shocks, spending on social infrastructure (both in public education and public health) has the 
capacity to generate more jobs than an increase on disposable income resulting from a tax deduction for care. 
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While the shock in each of the first two sectors result, respectively, in around 16 thousand and 15 thousand 
new job openings, the same shock produces around 10 thousand jobs when directed to disposable income. 
We have assumed that all additional income that is given to households through tax deduction is consumed. 
We have applied the shock in each of the sectors proportionately to their participation on the final consump-
tion basket and have discounted the average amount that is spent on imported goods. It is important to note 
though that the tax deduction is a benefit given only to taxpayers, which in the case of Brazil belong to the top 
two deciles of the distribution. Thus, by assuming that all additional income is spent is an estimation of the 
maximum potential number of jobs that could be created, but in reality, is an overestimation of an expected 
outcome of such a policy9.

Figure 4 - Absolute contribution (number of jobs created) of the direct, indirect and induced effects of R$6 billion and 
R$10 billion demand shocks in selected sectors and in disposable income (tax deduction)

Source: Own elaboration based on the Input-Output Matrix and RAIS (2015)

Figure 4 also indicates the gender distribution of the jobs created in each scenario. Both public education and 
public health are sectors with a high participation of women, as a consequence, a little over half of the jobs 
created by an in increase in expenditure in public education or in public health would go to women, contribu-
ting to a decrease in gender inequalities in the labor market. It is expected though that the direct jobs created 
in the case of the care sector, which is even more feminized, would benefit even more women than in the case 
of the health and education sectors. 

To further investigate this result, we disaggregate the jobs created in each scenario by gender and race. figure 
5 presents the results. It is noted that expenditure in public health or education, although having considerably 
different effects than an increase on disposable income because of a tax deduction in terms of gender, most 
of the differences are due to the creation of jobs for white women.

Even though the expenditure scenario is more favorable to black women than the tax deduction scenario, it is 
not enough to substantially reduce labor market observed biases for this group.

9 Toneto, Ribas and Carvalho (2021) have shown using data from POF, while the population at the bottom half of the income distribution in Brazil consumes 
more than 70% of their income, that ratio falls for the top earners. Within those at the 9th decile (80-90 percentile) the propensity to consume is of 63%, at 
the those within the 90-99 percentiles it is 63%, those within the 95-99 percentiles consume 55% of their income and finally, the top 1% of the distribution 
consumes on average only 24% of their income.
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Figure 5 - Number of jobs created of R$6 billion and R$10 billion demand shocks in selected sectors and in disposable 
income (tax deduction) by gender and race

Source: Own elaboration based on the Input-Output Matrix and RAIS (2015)

The exercise carried out therefore shows the potential of spending on social infrastructure in guaranteeing 
employment and income, when compared to an additional income distributed as a tax deduction for care 
services. This conclusion allows us to highlight that, in addition to the right of citizenship itself, which, in the 
Brazilian case, encompasses universal access to health and public education, public spending on social in-
frastructure can represent a significant economic potential, capable of serving as a combat strategy for unem-
ployment and recovery of growth.

Furthermore, the potential employer of social infrastructure presupposes, in parallel, a capacity for change in 
the structure of the Brazilian labor market, especially in relation to the occupation of the female workforce. In 
a sense, therefore, policies aimed at spending on social infrastructure may have the potential to reduce gender 
inequalities associated with the labor market. As previously suggested, increasing resources directed towards 
public education (especially early childhood management) could reduce the number of hours women dedica-
te to unpaid childcare work. The same goes for public health, when it comes to caring for the sick and elderly. 
Those results were highlighted by the simulations depicted on figures 1, 2 and 3.

Still, the results suggest that there are relevant limits to the use of social infrastructure as a mechanism for 
reducing structural inequalities in the labor market. The main one is the fact that black women would benefit 
more from shocks in public health and education than from an increase on the disposable income of top ear-
ners, but structural inequalities present in the labor markets between black and white women would not be 
addressed through such policies.  In this case, it is essential to recognize that policies are necessary to combat 
racial disparity and enable the expansion of occupations aimed at this specific group in sectors associated 
with social infrastructure, in this case, health and education services. This could be done through affirmative 
action and training programs aimed at this demographic group.

7. Concluding remarks 

This paper underscores the critical importance of public financing in addressing the need for care-related ser-
vices while simultaneously considering how to address social inequalities. We highlight that one of the major 
challenges in choosing a policy, in this case, is the political effort necessary to put care-related policies in the 
government budget. We focus on the Brazilian case, a country that has debated and changed fiscal rules for 
decades and approved a new one in 2023. The current narrow fiscal space makes it more likely that any incen-



15

tive or financing of care-related services to be implemented occurs through tax expenditure policies instead 
of public spending ones. In this paper, we evaluate these two kinds of policies related to the care economy, pro-
viding results related to the distributional costs (related to income, gender, and racial inequalities) of each one. 

Our results demonstrate that while tax deduction policies may appear politically expedient, they fail to deli-
ver equitable outcomes when compared to public investments in care services. Regarding tax incentives, and 
in the case of income tax in general, a possible policy could involve allowing for deductions (within a certain 
limit) of expenses related to the care of young children, the elderly, and people with disabilities. In this case, 
our simulations indicate that the tax system can reinforce gender inequality if it does not consider income 
inequality and disparities in consumption patterns between men and women. We compare the distributional 
impacts of such a policy to a government expenditure towards public services of the same size using data 
from POF and from the personal income tax records. We find that while tax deductions for care-related servi-
ces would benefit people at the top two deciles of the income distribution, investing in public care services 
would have a higher impact on people at the first three deciles. Thus, policymakers risk exacerbating existing 
inequalities by privileging tax incentives over direct public spending.

Moreover, using Brazilian Input-Output data and the labor census (RAIS), we estimate the impact of the two 
possible policies on jobs, both in the number and distribution with respect to gender and race of the two pos-
sible policies. We find that public expenditure in care infrastructure creates more jobs for women and has 
an overall impact of around 55% higher than a tax deduction of the same size. Our results also show that in-
vestments in social infrastructure, such as health and education, proportionally stimulate more employment 
among women, particularly black women, compared to a tax deduction, which favors white men. 

The current fiscal constraints in Brazil necessitate careful consideration of policy priorities. While the nar-
row fiscal space enforced by the fiscal rule may seem limiting, it is imperative that policymakers consider the 
effects that investments in public care infrastructure can have over tax expenditure schemes. Such invest-
ments yield greater benefits in terms of job creation and distributional concerns and represent a more sustai-
nable approach to addressing the care needs of a diverse population.
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