
Rich man, poor man 
 
Efforts to reduce poverty and inequality are bearing some fruit 
Bacabeira—a low-slung settlement where the main street is a federal highway and most of the 
rest are dirt tracks—is not a rich place. More than half its population lives below the official 
poverty line of 120 reais a month per person. The main source of jobs is local government. But 
lately this district with 12,000 inhabitants, about 50km from the port city of São Luís, the 
capital of Maranhão, has been experiencing a boom of sorts. Four furniture stores and a DVD 
shop have opened, and women no longer have to go to neighbouring Rosário for beauty 
treatments. Schoolchildren now carry backpacks.  
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Too many Rocinhas 
 
Bacabeira owes much of its newfound prosperity to infusions of federal cash. The real value of 
pensions, which is linked to the official minimum wage, has doubled over the past 13 years. 
Well over half the families receive Bolsa Família, a benefit of up to 95 reais a month that 
requires parents to keep their children in school and take them to clinics for health check-ups. 
A version of Bolsa Família existed before Lula took office, but he greatly expanded its coverage 
and increased the value of the benefit. It now reaches 46m people, a quarter of Brazil's 
population, making it the world's largest “conditional cash transfer” programme (ie, benefits 
are linked to the recipients' behaviour). “It helps a lot,” says Rosângela Quindere, a mother of 
five. Outside her house sits the barber's chair where her husband offers alfresco haircuts. As 
usual, it is empty.  
 
Poverty and inequality are to Brazil what wars of independence are to other countries. Brazil is 
not unique in its history of slavery and the obliteration of its indigenous peoples. But there is 
no Brazilian Bolívar to distract attention from these injustices, and no founding ideology of 
equality to set against them.  
Brazil's bloodiest conflicts, with the exception of the ruinous Paraguayan war of 1865-1870, 
have been internal affairs, pitting classes, regions and races against each other. The country's 
thinkers have dwelt on the paradox of a nation where power is a rich man's luxury and vitality 
flows from below. Its politics are a quest to narrow the awkward gap between the Brazil of 
closed condominiums and the other Brazil of untreated sewage.  
 
Income distribution in Brazil is more skewed than in any other big country. Violence and 
pollution are spread even more unequally. The road that separates Gávea, a rich 
neighbourhood of Rio de Janeiro, from Rocinha, a favela (slum) dominated by gangs of drug 
dealers, marks a ninefold difference in unemployment, a 17-fold difference in income and a 
13-year variation in life expectancy, says André Urani of IETS, a think-tank. Such indicators 
are correlated with race, but Brazilians argue over whether racial inequality is a cause or a 
consequence of economic inequality.  
 
Narrowing these gulfs has become the main business of government since the restoration of 
democracy. Lula, who revels in his image as “the father of the poor”, annoyingly claims 
copyright on the idea, but the recent progress builds on initiatives taken by his predecessor, 



Mr Cardoso, himself a scholar of Brazil's race relations. Between them they have produced a 
startling reduction in poverty and inequality.  
 
The poor are getting richer 
The Real Plan prompted a sharp drop in poverty by slashing the inflation that taxes the poor. 
The first three years of the Lula government have seen an equally dramatic decline. Even more 
strikingly, inequality has at last begun to yield. The Gini coefficient, which measures 
concentration of income, fell by 4.7%, from 0.596 to 0.568 between 2001 and 2005. Between 
March 2002 and June 2006 the share of national income going to the poorer half of society 
increased from 9.8% to 11.9%; the share going to the richest tenth fell from 49.5% to 47.1%. 
The economy may be sluggish, but “the very poor are living Chinese growth rates,” says 
Marcelo Neri of the Fundação Getulio Vargas.  
 
This looks like the combined effect of earlier reforms and the ramping up of social spending. 
One of the main levellers has been the labour market. Despite the slow pace of economic 
growth the number of new formal jobs doubled between the start and the middle of the 
current decade. Mr Neri reckons that greater economic stability gave employers the confidence 
to resume hiring. The wage gap between large and small cities fell as the export boom created 
rural jobs and industry fled from urban complications such as crime and trade unions.  
 
Another reason for less unequal wages is less unequal access to education. Primary education 
did not become available to everyone until the 1990s. That allowed the poor to compete for 
jobs previously occupied by the lower middle classes. It is also possible that real incomes 
increased more than the official statistics suggest. Two economists from the IMF have argued 
in a recent paper that the consumer-price index exaggerated inflation after the opening of 
Brazil's economy.  
 
The second principal boost to equality has come from federal income transfers such as Bolsa 
Família, which have the most impact outside the metropolises of the south-east. According to 
IPEA these income transfers account for a third of the reduction in inequality.  
 
Flies in the ointment 
Lula's poverty-alleviation programme has been an undoubted success, but many Brazilians 
also see downsides to it. One is political. With Bolsa Família and other federal programmes, 
Lula has found a way to reach deep into the interior districts of the poor north-east, where 
local “colonels” traditionally call the shots and the PT had never made much impression. Lula 
won an unprecedented 77% of the vote in the north-east in the last election. “Income 
transfers mean you won't have competitive elections,” frets Bolívar Lamounier, a political 
scientist. A graver problem is fiscal. Pensions and Bolsa Família contributed equally to the 
decline in inequality, but the higher pensions cost four to five times more.  
 

 
 
There is also concern that income transfers will mark the end of development rather than its 
beginning. In theory, Bolsa Família breaks the cycle of poverty by ensuring that children are 



healthier and better educated than their parents. In practice, poor schooling means that the 
next generation's earning power will not improve as much as it should (see article). 
Government cash may also breed dependency. “Here 95 reais is a lot of money. Many families 
get used to it,” says Sérgio Moraes, who runs Bolsa Família in Bacabeira. But systematic 
studies do not confirm that suspicion. Instead, having a guaranteed income gives parents the 
security to look for better work opportunities, says Kathy Lindert of the World Bank, which 
helps finance Bolsa Família. 
 
The programme could be upgraded, for example by extending the benefit from the period of 
primary schooling to cover high school too. With virtually all of Brazil's poor families in its 
database, Bolsa Família could be used to give them priority access to 150 social programmes, 
such as training and sanitation, says Ricardo Paes de Barros of IPEA. He thinks it is 
“surprisingly isolated from other programmes.” 
 
If the poor are racing ahead when average income is plodding along, somebody must be losing 
out. That somebody is what is loosely described as the middle class, which includes many 
people close to the top of the pyramid. The reforms of the 1990s reduced the government's 
share of salaried employment and forced businesses to shed high-paying jobs. In 2002-04, 
86% of new formal jobs paid at most double the minimum salary; the number of jobs paying 
at least ten times the minimum salary fell by 11%. In metropolitan areas informality rose 
sharply between 1992 and 2005 even as it fell nationally. The minimum wage increase is 
pushing up salaries at the bottom, and highly qualified people at the top are still making a 
good living. But “the middle is purgatory,” says José Pastore, a sociologist at the University of 
São Paulo. Employment has been expanding only just enough to absorb the 2m people who 
enter the labour force annually. Unemployment is stuck at about 10%.  
 
In this respect, Bacabeira may be lucky. Gerdau, a steel company, recently bought a pig-iron 
plant in the district, which is a prime candidate to receive the spillover when industry runs out 
of space in São Luís. But the locals complain that such companies bring in most of their 
employees from outside. “I can't afford a training course for my son,” says one woman. Brazil 
is still a long way from creating all the jobs it needs—and providing people with the 
qualifications to fill them. 
 
Fonte: The Economist, v. 383, n. 8524, A special report on Brazil, p. 11-13, 14 April 
2007. 
 


