This paper exploves the connection between Brazil’s schooling inequity and deficiency and
demographic transition. The most general versions of the Kuznets curve hipothesis highlight the
role of supply side factors (demographic transition and the expansion of education) in
redistributing assets and modifying the velative prices of skills, with clear effects on income
inequality and growth. The dynamics of this process might be perverse, and unless education
opportunities ave vigorously equalized, developing economies might converge bigh inequality
equilibria (Kremmer et al. 2002 and Lam 1999). This paper tries to understand how
demographic transition in Brazil modifies the time lag requived to extend to the whole labor
force the educational improvements enjoyed by younger cohorts (the stock-to-cohort time lag).
More formally, we want to answer how time corrvelation between educational efforts and
demographic transition affects long term inequality. This paper simulates what would have
happened if the educational expansion of the 1990s had occurrved one decade earlier—1before the
demographic transition starvted. Results show that in the long run taking advantage of this
window of opportunity to expand education rveduced the stock-to-cohort time lag from 25 to

20 years, and lonyg term inequalities of schooling and labor income. However, in the short run
schooling inequality overshoots temporarily, induced by rising between inequality. Another lesson
is that, even very strong improvements above the curvent trend of schooling attainment, take
more than two decades to show-up as bigher educational endowments for the whole working age
population. That is, by taking demographic inertia into account, policy makers conviction about
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FIGURE 9.4: EDUCATIONAL ATTAINMENT BY COHORT: MEAN-VARIANCE SCHEDULE.

OBSERVED AND SIMULATED. BrAZIL 1920-2009
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[ 2Year of graduation is equal to cohort year plus 12. That is, the year in which a 12 years old individual
graduates from 5th grade if entered school when 7 years old.
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FIGURE 9A.3: EvoLuTION OF COHORTS BORN BEFORE 1940
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FIGURE 9A.4: EvoLuTION OF COHORTS BORN FROM 1945—1955
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1" 1 % %EvoLUuTION OF COHORTS BORN FROM 1945—1955
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