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Democracy 5: Progress and aspirations in São Paulo’s periphery

Democratization of consumption
Patricia Mota Guedes • Nilson Vieira Oliveira

This issue of Braudel Papers seeks to dispel 
myths about the periphery of Greater São Paulo. 
The personal stories and family survey findings 
presented here contrast with the popular images 
of poverty, violence and hopelessness, too often 
nurtured and propagated by people who rarely or 
never visit these neighborhoods. Stereotypes of the 
urban poor perpetuate paternalistic policies and 
palliative income transfer programs that fail to 
foster greater opportunities for income generation 
and development. New, better-focused public 
policies and investments are needed to make the 
most of residents’ entrepreneurial spirit and their 
dynamic local distribution systems. Our research in 
the periphery focuses on three main issues:

1. Over the last decade low-income Brazilians 
have started consuming more goods and services 
that were once exclusive to the middle and upper 
classes. These communities have consolidated, 
fostering new aspirations and encouraging 
new distribution systems through vibrant local 
commerce.

2. Low-income families are becoming 
dangerously exposed to personal debt due to a 
boom in consumer credit, lofty interest rates and 
misleading publicity.

3. Low investment in education threatens these 
communities’ gains and future development. 
Poor residents in the periphery are becoming 
increasingly demanding and frustrated with the 

Afonso, 42, at his supermarket’s cash register in Montanhao, Sao Bernardo. It was tough when he first arrived from his home state of Ceará, in the Northeast. Today he owns the 
community’s biggest store.

Patrícia Mota Guedes, and Nilson Vieira Oliveira are coordinators of the 
Fernand Braudel Institute of World Economics.

We thank Nestlé for its patronage of this research and this issue of 
Braudel Papers.
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quality of public services, including 
their children’s public schools. The 
country’s elites still underestimate 
the political force behind this 
emerging demand for better quality.

Duplex refrigerators, cell 
phones, cars, airplane 

tickets

Duplex refrigerators, cell phones, 
cars, airplane tickets and tourism 
packages, credit cards and brand 
name products are no longer 
impossible dreams for poor families. 
With inflation under control, 
credit expansion, falling costs of 
commodities and technology, the 
democratization of consumption 
is part of a long-
term historical 
d e v e l o p m e n t 
that is reshaping 
the lines of class 
and status in 
Brazil and many 
other countries. 
In Brazil the 
democratization of 
consumption was 
not aided by fast 
economic growth, 
low interest rates 
or long-term public investments in 
income generation and education.

In The Wealth of Nations, written 
as the Industrial Revolution was 
accelerating in 18th Century Britain, 
Adam Smith observed that goods 
once exclusive to the elite were 
becoming basic goods for poor 
workers: “The Greeks and Romans 
lived, I suppose, very comfortably 
though they had no linen. But 
in the present times, through the 
greatest part of Europe, a creditable 
daylaborer would be ashamed to 
appear in public without a linen 
shirt, the want of which would be 
supposed to denote that disgraceful 
degree of poverty which, it is 
presumed, nobody can well fall into 
without extreme bad conduct.”

Smith saw the mass of servants, 

factory workers and farmers enjoying 
greater access to improved goods 
and services as an advantage rather 
than an inconvenience. “No society 
can surely be flourishing and happy, 
of which the far greater part of the 
members are poor and miserable. It 
is but equity that they, who feed, 
clothe and lodge the whole body of 
the people, should have such a share 
of the produce of their own labor as 
to be themselves tolerably well fed, 
clothed, and lodged.”

In Brazil the emerging consumers 
at the “bottom of the pyramid” have 
attracted the interest of the media 
and major companies, which have 
created departments dedicated to 
developing products, distribution 

channels and sales 
strategies for them. 
For example, 
previously thought 
not worthy of 
c o m m e r c i a l 
attention, the 
poor already 
represent the most 
important growth 
segment for cell 
phones, for which 
Brazil is already 
the world’s fourth 
largest market, 

with over 84 million lines. In 
Capitalism, Socialism and Democracy 
(1942), the noted economist Joseph 
Schumpeter observed this long-
term trend: “Queen Elizabeth 
[who reigned from 1558 to 1603] 
owned silk stockings. The capitalist 
achievement does not typically 
consist in providing more silk 
stockings for queens but in bringing 
them within reach of factory girls 
in return for steadily decreasing 
amounts of effort.”

The meaning and potential 
behind this growing demand 
for goods and services in Brazil’s 
urban peripheries are still not 
well understood. The periphery of 
Greater São Paulo, a metropolis of 
19.1 million inhabitants, leads the 

“Our street used 
to be all wooden 
shacks. Now all 

homes are made of 
brick.”

Continued on page 4
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Alvaro de Campos, one of the alter 
egos of the poet Fernando Pessoa, is 
driving from Lisbon to Sintra. On the 
road, perhaps on the periphery of 
the Portuguese capital, he glimpses 
a shack on the side of the road - an 
anonymous and random household 
in the midst of others. The car speeds 
up, but the image of the shack stays 
with him. It haunts his mind and stirs 
the poet’s imagination:

To my left, back there, that 
modest, that more than modest 
hovel.

Life must be happy there: it’s not 
mine. lf someone saw me from the 
window, they’d think: Now that guy’s 
happy.

Maybe a child spying at the 
upstairs window

Would see me, in my borrowed car, 
as a dream, a fairy tale come true.

Maybe, for the girl who watched 
me, hearing my motor out the 
kitchen window,

On packed earth,
I’m some kind of prince of 

girls’ hearts, And she’ll watch me 
sideways, out the

window, past this curve where 
I lose myself. Will I leave dreams 
behind me? Will the car?

I, the borrowed-car-driver, or the 
borrowed car I drive

The description is particular but 
the experience is general. Whenever 
I drive through the periphery of our 
metropolitan areas, the impulse is 
almost uncontrollable: I immediately 
start fantasizing about the life and 
destiny of people who chance across 
my field of vision. How do they live? 
How do they earn a living? What 
hopes, fears and dreams crowd their 
minds? From where do they draw the 
courage to keep going - to confront 
the precariousness of their lives with 
tooth and claw and with such a joyful 
disposition? How do they perceive 
and explain to themselves the 

world around them -- the dark hole 
of inequality and the misdeeds of 
government officials? And what if it 
were not like this ... how would these 
same people live? What would have 
been their future, if only they had a 
decent opportunity in life?

Objective reality is not all there is 
to know. The life of men and women 
is lived largely in the imagination. 
That is the great merit of this Braudel 
Paper, a field study of 1,092 low-
income homes spread across four 
neighborhoods on the outskirts of 
Greater São Paulo. Without ever 
loosing touch with the empirical 
side of their subject matter, Nilson 
Oliveira and Patricia Guedes manage 
to bring out precisely what is so 
often lost in statistics, reports and 
indicators - a rounded picture of 
Brazil’s social landscape. Here we 
have access to the real human 
condition, singular and concrete, 
the everyday life of flesh and blood 
people: not only the tangible 
circumstances in which they live, but 
their anxieties and fantasies, fears 
and desires, hopes and struggles. 
The result is an integrated vision, 
simultaneously empirical and 
empathetic, that manages to render 
visible the invisible, that is, that 
brings out the hidden periphery 
that inhabits the sentiments and the 
imagination of those who live and 
make ends meet in the bricks and 
mortar periphery.

Two points in particular caught my 
attention in the report. The first is 
the extraordinary spirit of enterprise 
of the communities studied. The 
dominant dream of those living on 
the periphery is not to hold down a 
government job or have an official 
employment card, much less the 
slight-of-hand in the verse by Noel 
Rosa: “My land gives banana and 
cassava, my job is to find someone 
to peel them for me.” The great 
aspiration of the majority is to own 
a business and make it prosper. 

That is why, as the report shows, 
“local business is booming.” In this 
context, the words of Adam Smith 
on the central role of entrepreneurial 
motivation in the plot that leads to 
the wealth of nations come to mind:

The natural effort of every 
individual to better his own condition, 
when suffered to exert itself with 
freedom and security, is so powerful, 
that it is alone, and without any 
assistance, not only capable of 
carrying on the society to wealth 
and prosperity, but of surmounting 
a hundred impertinent obstructions 
with which the folly of human laws 
too often encumbers its operations.

But this is only one side of the 
coin. The second noteworthy point 
in the report is precisely the richness 
of details that shows how a deficient 
institutional environment and a low 
level of human capital distort and 
undermine the proper unfolding 
of the Adam Smith story. Lack of 
credit for investments and working 
capital; fragile and unenforceable 
property rights; the threat of assaults 
and flash kidnappings; the low 
level of education (only 56% of the 
population complete eight years of 
school) and the lack of opportunity 
to improve skills are factors that 
conspire to weaken, if not completely 
wipe out, the potential to generate 
wealth and create a dynamic mass 
consumer market. Among the 
adverse effects that result from these 
institutional and educational flaws 
are poor management ability; an 
extravagant and reckless propensity 
to seek instant gratification and 
discount the future; an abuse of 
consumer credit (45% of families 
have debts past due); and a frontier-
style disregard for law and order.

The way a head is clear. Given 
that there is a n abundant supply of 
motivational energy, what we need 
is form and structure: the foundation 

Peripheral Blindness
Eduardo Giannetti
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democratization of consumption 
in Brazil. Most people here live in 
areas that were urbanized through 
random settlement rather than 
planned development. In 2005, 
to gather data for analyzing 
this progress, researchers for the 
Fernand Braudel Institute of 
World Economics visited and 
surveyed 1,092 low-income 
families in four peripheral 
districts of Greater São Paulo: 
Cidade Tiradentes (population: 
241,000) and Capão Redondo 
(257,000), in the eastern and 
southern peripheries of the 
city of São Paulo; Montanhão, 
(110,000), one of the poorest 
and most violent regions of the 
city of São Bernardo do Campo, 
and Serraria (30,000 pop.), one 
of the oldest neighborhoods in 
the municipality of Diadema. 
São Bernardo, a city the size 
of Cleveland or San Francisco, 
and Diadema are part of the 
ABC region, embracing seven 
municipalities that together 
contain more than two million 
people south of the City of São 
Paulo. The ABC region was 
an economic powerhouse from 
the 1950s through the 1970s 
and is still one of Brazil’s most 
important industrial centers.

Most of our field researchers 
were young people from these 
communities, aged between 
18 and 24, and were either 
college students or high school 
graduates. What follows is the 
story behind the numbers and 
a glimpse of the pitfalls and 
challenges in the future for the 
urban poor.

Homeowners: dreams and 
savings

Ruth’s two-storey pink house stands 
on the top of one of Capão Redondo’s 
hills, protected by a tall metal gate. 
Ruth tells a story of many families 
who settled in the late 1970s in Capão 
Redondo in search of a better life. 
Even before public investments came 
in to improve basic infrastructure 
in the periphery, families like Ruth’s 
poured into the scrubland area. “This 
used to be a slum, all wooden shacks. 
Now they are all brick-built. The only 
shacks left belong to those people who 
are arriving now. But we all here have 
built our homes,” she says, pointing at 
the row of neighboring houses down 
the paved road. Before sitting down 
Ruth turns off her newly purchased 
29” television, and sends her dog, 
a jumpy overweight terrier, to the 
backyard. “My brother and I came to 

São Paulo with nothing, just courage 
and our suitcases. Now we have 
achieved all of this here.” Working 
as a maid, and married to Salvador, 
a cook at a private university, Ruth 
says her total family monthly income 
is 3,000 reais, three times the average 
family income in her neighborhood.

To own a house is, to families like 
Ruth’s, the main form of savings and 
social mobility. Almost two-thirds of 
all residents in Capão Redondo have 
invested in remodeling their homes. 
Ruth and Salvador arrived 29 years 
ago in São Paulo, where they found 
jobs as cooks in family homes. “Back 
then we used to put all our money in 
a savings account,” she remembers. 
Those were the days of high inflation 
in Brazil. In the beginning their house 
was modest. “We built two rooms. 
We did it just so that we would have 
a place to sleep. There were no real 
ceilings; everything was made of 
wood, dirt roads everywhere.” Three 
decades later, 97% of all houses in 
Capão Redondo — and 96% in all 
four neighborhoods — are made of 
cement-covered bricks.

Five years ago, Ruth and Salvador 
built a fence, laid the tiles on the floor, 
lined the ceiling, enlarged the kitchen, 
and built an annex behind the house 
that now has three bedrooms and two 
bathrooms. They live with two of 

and parameters of social institutions 
capable of chanelling this exuberant 
energy so that it promotes the 
growth of opportunities and human 
development. Miracles, dialectical 
panaceas and quick fixes do not 
exist. No single solution will resolve 
everything. If the free market were a 
synonym for social exclusion then the 
misery of Canada would be greater 
than that of Pakistan. On the other 
hand, it would be misleading to think 
that free markets alone, without a 
proper provision of human capital 
and a functioning judiciary, can bring 
salvation. No economic system can 

solve our problems without strong 
human resources and enforceable 
laws. A competitive market helps, 
but the active cooperation of the 
state, the private sector and citizens 
is indispensable.

The low level of education and 
the poor quality of public schooling 
create a vortex of misery that 
cripples the horizons of too many 
Brazilians. Social policy that has 
full citizenship for every citizen as 
its goal must have the courage to 
concentrate all available resources in 
basic education. It must help children 
and young people from low-income 

families succeed professionally. Brazil 
will always be a poor and unjust 
society, ashamed of its inequalities, if 
the situation of the family into which 
a child has the luck, or misfortune, to 
be born plays the most decisive role 
in his or her future, more than any 
other single factor or choice that he 
or she could make.

Eduardo Giannetti, a member of the 
Fernand Braudel Institute, is professor of 
economics at IBMEC and author of Lies 
We Live by: The Art of Self-Deception 
(2000), Beliefs in Action (1991) and O 
Valor do Amanhã (2005)

Continued from page 2
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their three children, Vanusa, 25, an 
administrative assistant, and Rodolfo, 
20, a sales representative, both high 
school graduates. Ruth worries 
about their future because “now it is 
much harder to find a job.” Rodolfo 
was unemployed for two years. 
The unemployment rate in the 39 
municipalities that form Greater São 
Paulo was 16.9% of the economically 
active population in 2005, less than 
the 18.7% registered in 2004. This 
was the lowest unemployment rate in 
the region since 1998.

Ruth is not only concerned with 
her children’s employment, but also 
with her son Rodolfo’s inability to 
save, as she and Salvador used to 
when they were his age. “He spends 
too much money on stuff. He sees 
a R$ 200 pair of sneakers and buys 
them it. Everything he sees in front 
of him he buys, even when he doesn’t 
have any money’ she says. A few 
months ago she and her husband lent 
R$ 2,000 to Rodolfo so he could buy 
a motorcycle. “He was going to pay 
with his installments checkbook but 
my husband does not like that. If he 
loses his job, we will have to pay for 
it anyway.” They also added a second 
floor to the house, so that Rodolfo can 
live there when he and his girlfriend 
get married.

The practice of adding an 
additional floor or an addition behind 
the house for adult children explains 

the growing number of residences 
that house more than one family in 
the periphery. Low-income young 
adults are able therefore to spend less 
on housing and more on consumer 
goods like the upper and middle-class 
youth.

Today these peripheral 
neighborhoods are stable 
communities. A family’s average 
length of residence is 14 years, 11 of 
which are spent in the same house. 
In Capão Redondo, one of the first 
districts to be occupied, the average 
length of residence in the same 
home is 15 years. In Montanhão, 
located in the extreme south of São 
Bernardo, in what is supposed to be 
an environmentally protected area 
near the shores of a reservoir but 
which has been occupied steadily over 
recent decades, the average length a 
family stays in one house is 11 years. 
The longest length of residence, 18 
years, is in Serraria, one of the oldest 
districts in Diadema, near to São 
Bernardo do Campo, where migrants 
found factory jobs in the 1960s and 
1970s.

With an average of five rooms, 
along a tangle of paved and lit streets 
and alleys, people’s houses can also 
become a source of income for those 
who build an addition to their homes 
and rent it to newcomers. Ruth’s 
brother is a good example. “Besides 
his home, which is a mansion, real 
pretty, he has two more houses that he 
rents,” she says proudly. Almost 15% 
of the families in Capão Redondo pay 
rent, at an average of R$ 214 a month, 
with some rents as high as R$ 680. 
This is why buying a home was one 
of the main consumption dreams for 
46% of the families interviewed, and 
the second most important source 
of pride for residents. Their families 
were cited as their greatest reason to 
be proud.

A few blocks from Ruth’s we meet 
Maria, 53, a housewife, and her 
husband Antonio, 50, a salesman for 
a cell phone firm, who live with their 
children Rosangela, 24, Henrique, 

23, both telemarketing operators, 
Carlos, 29, a free-lance illustrator and 
Raquel, 31, a sales clerk. They live in 
a house valued at R$ 20,000 that took 
15 years to be remodeled. “A stream 
runs behind this house, so all these 
years we feared that at any time the 
municipal government could remove 
us. So we waited all this time before 
putting any money in the house. Can 
you imagine what it would be, if we 
invested in one place and then had to 
leave and lose everything?” explains 
Maria, who remodeled her home, as 
have 62% of the families in Capão 
Redondo. It was worth the investment 
because Maria finally got the property 
rights to her land in 2004.

In 2003 São Paulo’s city government 
began to regularize land titles in 
areas protected by environmental 
legislation that had been invaded. 
Roughly 160 zones were regularized, 
making property titles available 
to almost 40,000 families. In São 
Bernardo, regularization goes back 
to the 1980s. As she walks down 
the hallway, Maria explains: “We are 
doing a little bit of everything. The 
bedrooms did not have doors. That 
door over there is brand new. Next 
week we are going to take this door 
out and put it over there, see? And 
we are repairing our stairs. Oh, we 
remodeled the bathroom. We will buy 
new windows too.”

If, on one hand, granting land titles 
for long-occupied lots stimulated 

Vanessa, 25, from Capão Redondo, was one of our best 
field researchers, while she was still pregnant with Vini-
cius, now seven months old. She is now looking for work.

Salvador, 54, and Ruth, 55, migrated from Sao Paulo’s 
countryside to work as cooks for rich families.
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home improvements, it has also 
changed household budgets, as 
regularized properties have to pay 
more for utilities such as electricity 
and water. This raises the point of 
how the poor accept or reject the 
necessity to pay for basic services. 
When most land in the periphery was 
invaded and undocumented, residents 
improvised ways to access utilities, 
and the culture of illegal connections 
and usage began. Antonio, Maria’s 
husband, remembers that they used 
to pay R$ 7 — less than five dollars 
— a month for water. After getting 
their property title, they now pay R$ 
48. “This change will happen to our 
electricity bill too, because if Sabesp 
(the state water company) is taking 
advantage of this, many others will 
want to do the same.” The use of 
the word “advantage” suggests that 
although the services are welcome, 
paying for them is unfair. The family’s 
monthly electricity bill is around R$ 
15, which seems low for a house with 
five adults, a television, two stereo 
systems, electric shower, washing 
machine, a computer and a double 
refrigerator.

Monthly spending on water and 
electricity bills absorbs 10% of total 
household expenses or 26% of what 
is spent on food. After privatization, 
electricity and telephone companies 
in Brazil have had rate adjustments 
with accumulated increases of over 
260% since 1994 to make up for 

subsidized tariffs that lagged behind 
inflation. Regulated rate increases for 
electricity, water, telephone and fuel 
affected inflation. Often we heard 
residents explain that using illegal 
utility connections was ethically 
justifiable, given the increasing cost of 
phone and electricity services.

Vera lives in one of the poorest alleys 
of Capão Redondo and has a monthly 

income of just 100 reais. She explained 
that she cooks as much as she can in 
the microwave because “cooking gas 
costs money, electricity does not.” 
A woman in Cidade Tiradentes said 
that her family “makes a point of 
paying for everything” they use. For 
her, illegal electricity connections 
“are only acceptable when we take 
showers, because electric showers 
consume more energy.”

These neighborhoods received 

investments in infrastructure that 
were often presented and perceived as 
favors, without reference to the taxes 
they paid. Their resistance to paying 
for utilities may be a response to 
their growing dissatisfaction with the 
quality of other public goods. Maria 
explains: “I am not against paying for 
the water that you use, as long as it 
works. We have a health clinic that 
is open but does not work. I am not 
against you paying for what you use, 
as long as you get something good in 
return for what you paid.”

Evolution of 
neighborhoods

The first families who came in the 
1970s found unlit dirt roads controlled 
by bandits. But in the following two 
decades, public investments brought 
street lights, sewage, sidewalks, paved 
streets, treated water, health clinics and 
public schools, radically transforming 
people’s lives and creating conditions 
for local commerce to flourish. 
Investments in basic infrastructure 
can be considered one of the main 
income redistribution policies during 
this period, so great was its impact on 
people’s home property values, living 
conditions and aspirations.

A former garbage dump in 
São Bernardo, Montanhão, is an 
example of these neighborhoods’ 
rapid evolution. Lourival, 50, a 
self-employed construction worker, 
and a divorced father of four quiet, 
bright-eyed children — Leiliane, 
12, Leusivan, 14, Leidiane, 15 and 
Leidivania, 23 — remembers when 
he first came from a village in Minas 
Gerais to settle in São Bernardo. He 
heard that there were free plots of 
land at Montanhão. “There was not 
even pavement back then. There was 
only open sewage. We used to go in 
the bushes to gather wood, walking 
over wooden boards because there 
used to be so much mud. It was 
common to see corpses on the street 
when going to work in the morning,” 
he remembers. Lourival has seen the 

Antonio, 50, with daughters Rosângela, 24 and Raquel, 31. He sells cell phones for small companies and is proud of 
the remodeling of his house.

“We do little bit at 
a time. Badrooms 

had no doors. 
Now that door 

over there is brand 
new.”
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spread of small evangelical churches, 
one of which he himself belongs 
to. On the other hand, we found a 
surprising number of families that do 
not belong to any faith communities: 
17% of families in Montanhão and 
27% of all families surveyed do not 
have a single member who attends a 
church or temple. From his terrace 
at home, Lourival has a view of the 
lowland where Montanhão sprang to 
life and continues to grow, an endless 
ocean of unpainted bricks, where a 
few random spots of green still resist as 
reminders of the watershed. After tap 
water arrived, Lourival built a laundry 
room in his basement, working there 
during his days off.

One of his neighbors, Francisca, 
a cheerful 44 yearold woman who 
came from the back country of the 
northeastern state of Ceará, thinks 
that life is better now. Francisca is the 
mother of Daiane, 14, and Daniele, 13, 
who all live in one of the few wooden 
shacks remaining in the hilly part of 
Montanhão called Vila Esperança. 
“Honestly, this used to be disgusting, 
open sewage, rats and smelly pits,” 
Francisca says. “The government 
worked well in our neighborhood, 
paving streets, building stairs to reach 
the shacks. Now we have tap water, 
everything here.” Back then, getting 
water meant a daily effort for local 
women, who had to wake up at four 
in the morning to fill up buckets from 
a neighbor’s faucet down the hill.

Private investments bringing 
commerce and services also play an 
important role in improving people’s 
quality of life, security and real estate 
values. In Capão Redondo, Valdir, 
49, a self-employed real estate agent 
lives on a quiet street off Itapecirica 
Road. This long commercial avenue 
cuts across Capão Redondo, with 
big supermarkets and chain stores 
selling electronics and furniture, side 
by side with bakeries, drugstores, 
evangelical temples, fast food outlets, 
bank agencies, computer courses, 
public internet booths and cafes, bars, 
scrap metal yards and mechanics’ 

workshops. Valdir remembers that 
Parque Ferrana used to be a violent, 
wretched part of Capão Redondo 
to live. When the Seventh Day 
Adventists decided to build a school 
and a college campus there, real 
estate prices went up and the region 
changed dramatically. “The Adventists 
school improved this area. Now it is 
worth buying property there, up to 
where the campus ends. Beyond that 
nobody wants to buy anything, it is 
the Chácara Santa Maria section, very 
violent.”

Many neighborhood sections have 
the reputation for being violent, even 
though statistics show a continuing 
fall in homicide rates in Capão 
Redondo and São Paulo City as a 
whole. Valdir says one of his clients 
lives in Chácara Santa Maria in a big 
house with two bedrooms, a living 
room, and a garage for three cars, that 
is valued at R$ 65,000. “But he would 
sell it for 30 thousand,” Valdir says, 
because of the curfew declared by 
local drug traffickers. Many peripheral 
communities have lower middle-class 
families like Valdir’s, who stay and 
help to stabilize community life for 
poorer residents. When asked about 
the street where he has lived for three 
decades, Valdir described it as calm. 
A week after our interview, his 26-
year old son who lived with him was 
murdered in front of their house, shot 
by a man on a motorcycle when he 
was coming back from work, allegedly 

following an argument at a party on 
the previous weekend. Valdir’s wife, 
Sueli, who watched their son’s murder 
from her window, used to dream 
about moving to the shore with the 
whole family, and opening a small 
food standby the beach. “But everyone 
already has a life of their own, they 
will not want to go,” she explained. 
Valdir also did not want to move, 
although he was having a hard time 
making money in real estate. “We end 
up getting used to our neighborhood 
in such a way that even though we 
thought of selling this house we have 
roots here; everybody ends up staying. 
My children were all born here.”

Evaluating public services

In a speech in 2003 launching the 
Program of Land Regularization in 
Slums, President Luiz Inácio Lula da 
Silva recalled his life in the periphery 
of the ABC region: “In 1962I thought 
I was going to move up in life. I moved 
to a place with pretty little houses, all 
built by the government. That was 
the most modern house I had lived in 
my whole life.” But the houses were 
on a dirt road, near a river. During 
heavy rains the river would overflow 
and flood people’s homes. The water 
reached a meter and a half high 
inside Lula’s house. Local government 
offered emergency relief. “One time 
the city government, very generously, 

Lourival, 50, construction worker and one of the first residents of Montanhão. Divorced, he takes care of four children. 
Since he became ill, his son Leusivan, 14, works at his bicycle shop seven days a week and goes to school at night.
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gave us some grass mattresses,” Lula 
added, “As you know, poor people say 
that it is better to get ‘tiny water drops 
than a drought’, so between having 
to sleep on a cold floor and a grass 
mattress, the grass mattress became 
something fantastic for us.”

In our survey we found that today 
low-income residents in the periphery 
are becoming much more critical 
and demanding about the quality 
of public services. Even in areas that 
have shown marked improvements 
in areas such as public security and 
education, we found low approval 
rates. The public service that received 
the highest approval rates was basic 
infrastructure — water and sewage 
systems, paving and street lighting. 
When asked to evaluate living 
conditions in their neighborhoods 
now against when they first arrived, 
65% of the residents think that basic 
infrastructure has improved. Only 
6% thought that it had worsened.

Quality of transportation was also 
praised by 59% of those surveyed. 
A more recent public initiative, the 
Single-Ticket created by São Paulo’s 
municipal government in 2003, was 
praised by many people, especially in 
Cidade Tiradentes. Now people can 
buy a single ticket for use on as many 
buses as they need to take within 
a two-hour period. This enabled 
workers living in more distant areas 
like Cidade Tiradentes, where the 
labor supply is four times higher than 
existing jobs, to compete on equal 
terms with jobseekers from more 
central city districts because under 
Brazilian law employers must pay the 
transportation costs of their workers.

Despite the fast growth in primary 
school enrollments following 
construction of public schools in 
remote communities of the periphery, 
only 47% of residents said that public 
education has improved. A further 
36% think it has stayed the same. In 
Cidade Tiradentes the disapproval 
rate was highest, with 22% thinking 
that public education has worsened. 
Part of this rejection can be linked 

to the poor quality of teaching and 
learning, and the unmet need for 
more public pre-schools.

A surprising result was the general 
evaluation of public security in 
Diadema where coordination between 
police, public and civic leaders has 
lowered homicide rates by 74% over 
the last six years. In São Paulo, where 
homicides are also down, nearly half 
the families interviewed had not seen 
a change in their neighborhood’s 
safety. In the Serraria neighborhood 
of Diadema, for example, the portion 
of residents who think that public 
security has improved is 47% and in 
Capão Redondo it is 48%, results that 

are not much different for other areas 
that have not had such steep declines 
in violence. In Montanhão, in São 
Bernardo, 40% of families thought 
security had improved.

Health services received the worst 
evaluation in all neighborhoods, 
with 33% of residents thinking 
that services are worse now. The 
rejection rate in Cidade Tiradentes 
was even higher, 45%. While 
people acknowledge neighborhood 
improvements, emerging needs that 
affect the financial prospects of every 
resident gain higher priority and, 
when unmet, affect the way that 
people evaluate government and the 
private sector’s role in improving their 
lives. One area that was considered 
by families as the main indicator of 
progress, after basic infrastructure 

is-in place, is the structure and the 
dynamics of the periphery’s local 
commerce.

Commerce and 
entrepreneurs

A catalyzing force and symbol of 
progress in peripheral communities, 
local commerce is thriving, with 
businesses of all shapes and sizes 
springing up along busy streets. 
They offer a lively portrait of the 
democratization of consumption 
and its emerging entrepreneurs, 
increasing income generation and the 
distribution of goods and services in 
these communities. When arriving by 
bus in one of these neighborhoods, 
one immediately sees colorful signs 
and store fronts decorated with 
graffiti art, reminding shoppers that it 
is not necessary to go to more central 
neighborhoods to buy what one 
needs: hairdressers, grocery stores, 
bars, mechanics, gyms and pet shops 
now compete with big retailers that 
recently discovered how lucrative 
sales in the periphery can be. Around 
them peddlers in vans or improvised 
sidewalk stands sell a bit of everything: 
from pans to sweets and toys, from 
clothes and cosmetics to yogurt and 
brooms.

Among the small business owners 
who serve this mass of emerging 
consumers, we met Inácio, owner 
of a small grocery market in Capão 
Redondo, who has been robbed five 
times. He rents the second floor of 
his store for wedding and birthday 
parties. “I charge 250 reais and sell 
the party drinks,” he says behind a 
counter that has been decorated with 
large plastic containers filled with 
colorfully wrapped candy, sold for 15 
cents a piece. Inácio used to work for a 
supermarket chain, where he acquired 
enough experience to open his own 
business. In order to deal with the 
recurrent kidnapping and robbery 
threats he avoids putting money 
in the bank. “I invest almost all my 
money in real estate, so that robbers 

“We end up 
getting used to our 
neighborhood. We 
have rootsa here. 
My kids were all 

born here.”
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don’t have much to take from me,” 
he explains, while selling two peanut 
fudge candies to Ewerton, 8, who has 
come to buy cooking oil and laundry 
detergent for his mother, Lourdes, 
who works selling Avon and Natura 
cosmetics in the neighborhood.

We met other small entrepreneurs 
who told us about the advantage 
of being their own bosses. Geilzo, 
31, and his wife Dora, 29, live in 
Montanhão with their oneyear old 
daughter. After looking for a job for 
eight years, Dora, who finished high 
school, agreed with Geilzo’s idea of 
opening a candy stand next to one of 
Montanhão’s public schools on a busy 
street. They have been robbed four 
times but still think that the candy 
stand “brings in more money than a 
registered job.” Geilzo plans to leave 
the firm where he has been working 
as a night watchman for the last eight 
years. He wants to devote more time 
to their business because “working 
as an employee is not much of an 
advantage. You only make money 
when you are your own boss.”

Geilzo grew up in the backlands 
of Pernambuco, a state in the 
Northeast. At the age of 16 he went 
to his state capital, Recife, to work in 
a supermarket where he met Dora’s 
brothers, who years later moved 
back to the countryside to open their 
own supermarkets. During those 
four years in Recife, before deciding 
to try his luck in São Paulo, Geilzo 
discovered that “one can make money 
in commerce.” Working in their 
candy stand, he met other street 
vendors who challenge the idea that 
informality is the worst alternative 
for a worker. “I know people here 
who sell lemons and tell me: ‘Oh, 
my friend, if I get a job somewhere 
the most they will pay me is R$ 
500 a month, and I would have to 
suffer humiliation. Now I make over 
R$ 1,000 selling lemons!’” Geilzo 
thinks that too many people look 
for formal jobs when they should try 
instead to create work opportunities 
for themselves. In our research, the 

average time people spent looking for 
a new job was 22 months.

A formal job with full benefits is 
still viewed by families as a symbol 
of security. Geilzo points out that “as 
a self-employed worker you can also 
pay for social security.” But that is not 
the norm. Fifty-four per cent of the 
heads of household that we surveyed 

did not pay for their social security. 
This is worrisome given that only 
36% of working household heads 
were registered employees, while 31% 
were self-employed in the informal 
economy. The rest were working 
off the books for private employers 
and as such will receive no pension 
benefits.

From Monday through Saturday 
Geilzo and Dora set up the candy 
stand by 6 a.m. in time to greet the 
teachers and students who rush 
through the school’s gate. Every 
week they buy sweets from a local 
distributor, who transformed what 
used to be a struggling grocery 
store into a small wholesale center 
specialized in selling to street vendors 
in Montanhão. Geilzo’s dream is to 
open a little grocery store with the 
money from the candy stand. He 
wants to keep selling in the periphery, 
though: “The place to make money is 
where poor people live,” he explains. 
“That is where you find more people 
who will not buy only in a big 
supermarket. If I run out of sugar, I 
go to the corner grocery store that is 
closest to my home.”

Residents in the periphery usually 
buy in small amounts and frequently, 
stimulating demand for small, 
local retailers. Bakeries stand out in 
purchase frequency, with 52% of all 
shopping trips, followed by butcher 
shops (11%), fruit and vegetable 
stands (10.8%) and grocery stores 
(8.6%). Sixtyfour percent of families 
go to their local grocery store at 
least once a week, and 80% go to 
bakeries over three times a week. 
Hypermarkets are also used: despite 

Geilzo, 31, in Montanhão, and his wife Dora dream of opening a grocery store with the money from their candy stand 
outside a school.

“Having a job is no 
advantage. You can 
only make money 
when you are your 

own boss.”
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the low buying frequency, they absorb 
20% of families’ total retail spending, 
a little less than medium-sized and 
small supermarkets, which sell 29%.

Geilzo wants his business to get 
to the size of Afonso’s. Afonso, also 
called Ceará, is a self-made business 
man, a migrant from the Northeast 
who now owns a 340 square-meter 
supermarket, with two cash registers 
and rows packed with over 10,000 
products. Afonso proudly shows the 
cosmetics section, with products that 
he buys from a distributor in São 
Paulo who specializes in small retail 
stores and sells him three different 
brands. “These are good brands, 
of great quality, and he offers me 
good prices and excellent payment 
conditions.” Besides employing ten 
people, Afonso is also viewed as a 
local benefactor. One resident needed 
money to get a truck driver’s license. 
Afonso lent him the sum, which he 
paid back by working at the store on 
weekends. Another neighbor, a recent 
divorcee, late on his installment 
payments, was able to keep his new 
furniture because Afonso went to the 
furniture store and renegotiated his 
debt.

Nearby, we visit another 
supermarket, where we meet 
Jonathan, an 8th grader, who helps 
the owner by watching out for 
shoplifting suspects. Sitting on the 
top of a ladder, Jonathan uses a 
gesture code previously arranged with 
the employees, to warn them of any 
sign of trouble. “They almost never 
steal food, it is usually small stuff, 
such as shampoo or a battery pack,” 
he explains. He admires the store 
owner, who always orders a cake to 
celebrate Jonathan’s birthday and 
encourages him to stay in school, 
where physics and biology are his 
favorite subjects. Jonathan was going 
to help at the cash register on the 
weekends, the busiest time in the 
week, but gave up when a neighbor 
threatened to denounce his mom for 
child labor. “I want to be a scientist,” 
he explains without taking his eyes 

from the shelves and clients rushing 
by, “but meanwhile I enjoy helping 
here.”

For some families, like Bel, 47, 
and Carlos, 45, who live in Cidade 
Tiradentes, opening their own 
business also meant giving paying 
jobs to their daughters, Helena, 25, 
Juliana, 20, and Fernanda, 18, who 
are high school graduates. The family 
built a carpentry shop in their garage, 
where they make furniture and sell to 
distributors. “There are people, who 
sell our furniture for us, because they 
can issue a receipt. We can’t because 
our business is not formal yet, so 
they help us,” Bel explains before 

complaining about the paperwork 
required for legalizing one’s business. 
By 8 a.m. everyone is working at the 
carpentry shop, stopping for lunch 
at noon, and then working again 
until 5 p.m. Bel shows us a 450 reais 
aquarium set that they have just 
finished for a retailer. “Some shops 
add 20% over its cost, others 10%,” 
says Carlos. He is responsible for 
cutting the wood, while Bel does the 
assembly and electrical work, and 
the daughters sand and varnish. On 
average they make between R$ 2,000 
and R$ 3,000 a month. “We were 
not trained for this business, so we 
learned the hard way,” remembers Bel, 
showing the notebook full of clients’ 
orders until the end of December, the 

busiest time of the year for them.
Local entrepreneurs lack easy access 

to credit when trying to open or 
expand their business. They could also 
use more guidance to avoid common 
management errors that cause their 
business to fail.

In the late 1980s Vera Lucia’s 
husband left his job at a butcher shop 
for health reasons. This couple from 
Capão Redondo decided to open a 
candy stand in São Paulo’s old center, 
where another street vendor taught 
them to make coconut sweets. A 
year later they were selling coconut 
sweets in Capão Redondo’s bakeries, 
grocery stores and bars. “I used to 
get on a bus with a basket filled with 
coconut sweets. The bus drivers got to 
know me so they let me ride without 
paying. When I came into a bakery or 
bar for the first time, I would sit and 
wait for the owner to come. When he 
arrived I would say ‘I am beginning 
this business now, you could help 
me by buying a hundred sweets to 
sell.’ Some of them became regular 
clients.” The business was going well 
until a friend convinced Vera to start 
selling eggs instead.

With savings from the candy 
sales, Vera bought two vans and 
hired a driver to help her with the 
distribution. “I used to go everywhere 
in Capão Redondo: Jacira, Jardim 
Capela, every corner. Then one of our 
vans was robbed and we were robbed 
several times. My friend, who was our 
business partner, was also no good. 
So we started to lose money.” Vera 
never considered seeking some sort of 
technical guidance on how to manage 
her business. “That was stupid,” she 
says. Her husband quietly shakes his 
head.

Vera moved with her husband and 
their two college student daughters 
to a rented house in Campo Limpo, 
in a more centrally located street. 
Heavily in debt, she still dreams of 
going back to the coconut sweet 
business. She would like to go back 
to her old neighborhood to sell. “The 
best place to make money with sales is 

The periphery is 
the place to make 
money. You knock 
on their door and 
they ask. ‘Come 
in. What are you 

selling?’”
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in the periphery. They spend without 
a care.” With her chin she points to 
the neighboring houses along this low 
middle class street in Campo Limpo, 
not far from her old place. “You go 
knock at one of these people’s doors 
and sometimes they don’t even let you 
in, just say that they are busy, making 
lunch or something. In the periphery 
it is different, people open their door 
to you, asking ‘Come in, what are you 
selling?”

Some local entrepreneurs manage 
to succeed by working as direct sales 
people for large companies. Maria 
Lucia has been selling yogurt kits in 
Diadema’s neighborhood of Serraria 
for 15 years. Her family is one of the 
27% of families that are headed by 
women. Maria Lucia is a marketing 
expert who has never been to college. 
“I know everyone here,” she says 
while opening her notebook where all 
her customers, 5,000 in all, are listed. 
Lucia sells an average of 30 kits per 
week, each of which sell for R$ 21. 
She likes her work. “I love being in 
the streets, going door to door. Some 
people sell the merchandise without 
wanting to know where the people 
in that house are going through a 
hard time. I am the kind who likes to 
participate in their lives.” Lucia tries to 
talk and get to know her clients well. 
If a family member is in the hospital, 
“I want to know what happened, 
how they are doing.” She thinks that 
when clients open their homes to her, 
watching her walk down their street 
every day, she becomes “a household 
member too.”

Nobody has ever stolen the yogurt 
cart that Lucia pushes and leaves 
unattended on the sidewalk while at 
a client’s home. She has started to sell 
cosmetics too, with success. Some 
women around her say playfully that 
Lucia could persuade people that 
water is medicine. Lucia interrupts 
them seriously. “I don’t give false 
information away. If you are working 
well, playing fair with the client, and 
doing it with love, you will grow.” This 
reminds her of her main success role 

model, Silvio Santos, Brazil’s popular 
media tycoon and TV show host who 
as a poor boy sold in the streets of Rio 
de Janeiro. “What did Silvio Santos 
used to be? A street peddler! And look 
at where he is now!”

Income, status and 
mobility

What does it mean to be poor 
in the periphery? Brazil’s National 
Association of Research Firms 
developed criteria that are becoming 
increasingly inadequate to explain 
class boundaries. Its point system 
divides the population in five classes: 
A, B, C, D and E, with the latter at the 
bottom of the pyramid. The system 
takes into account families’ durable 
goods such as color TVs, radios, cars, 
DVDs and refrigerators, as well as 
other indicators such as the household 
heads’ level of schooling. But low-
income families are accumulating 
durable goods faster than ever before. 
Educational levels are increasing, 
especially among young heads of 
household. This is why in our survey 
only 0.5% of total residents could be 
classified as belonging to the E class. 
Of those we interviewed, 31% are 
in class D, and the majority — 54% 

— are in class C, despite important 
variations within this group. A small 
part of residents — 14% — could be 
regarded as middle class (class B) in 
these communities.

In contrast to these figures, 
however, the actual income levels 
should tell a different story. For three 
quarter of those interviewed, or 788 
families, the household income was 
1,450 reais or less. One-third lived on 
less than 600 reais a month. Families’ 
average monthly income was 1,148 
reais, hardly enough to explain the 
proliferation of consumer goods.

The average per capita family 
income is 341 reais per capita, with 
small differences between regions. 
Capão Redondo is on top with 367 
reais per capita family income, and 
Serraria, in Diadema, is at the bottom, 
with 314 reais per capita. Only 6% 
of the families received government 
income transfers from programs like 
Bolsa Família (4.4%) and Renda 
Cidadã (1.6%).

Income is not the only basis for 
people’s notions of class, status 
and well-being. We asked them to 
compare their economic condition in 
relation to different reference points. 
For example, how do they compare 
their family’s current economic 
situation to ten years ago. The 
answers reflect different experiences: 

A grocery store in Capão Redondo. With creativity and hard work, local store owners compete with retail store chains 
and survive frequent robberies.
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34% think that their situation has 
improved somewhat, and for 20% 
it has improved greatly. For 26% 
conditions have worsened somewhat 
or greatly, while 19 % did not see any 
changes.

We then presented a ladder of 
10 steps, where 10 corresponded to 
“extremely rich” and 1 to “extremely 
poor” and asked them to select which 
step best fit their family situation. Few 
people put themselves on the bottom 
rung of the economic pyramid: 
almost 70% chose steps 3, 4 or 5. 
Respondents tend to see that they 
are doing better than their parents, 
who averaged 3 on the scale. Further, 
people expect that their children will 
do even better, reaching an average 
of 7 in the scale — the equivalent of 
a middle class or upper middle class 
position.

Families’ perceptions did not 
necessarily correspond to their 
income bracket. We met people 
with a family income that was three 
times greater than the local average, 
but who considered themselves poor. 
Others, with a total income below 
or within the average, considered 
themselves in a better situation 
because they were homeowners. The 
14% who see themselves between 
steps 6 and 10 have a much smaller 
average income than those who see 

themselves between steps 1 and 5. 
When asked about how satisfied they 
are with their family income, 27% 
are slightly satisfied, and 23% slightly 
dissatisfied. Almost 31% are very or 
extremely dissatisfied, while 6% are 
very or extremely satisfied. The others 
were neither satisfied nor dissatisfied.

Housing conditions and possession 
of durable goods were often used by 

people to define their status. But part 
of this perception depended on how 
much they had managed to advance 
during their adult life. Their self 
evaluation does not necessarily match 
how they are seen by their neighbors. 
This is especially so for residents 
perceived as local success stories, like 

Janete, 37, a hairdresser who lives in 
Capão Redondo with her husband 
and two children and is building a 
beauty salon in the back of her house. 
Neighbors think she is rich. One of 
them criticizes her for “thinking that 
she is better than us.” Janete is aware of 
this, but she is far from seeing herself 
as rich. “People here sometimes come 
over and say: wow, what a pretty 
house! But they don’t know what we 
had to go through to have all this. We 
struggled, and gave up a lot. We lived 
in a single room built in the back 
of that house across the street that 
belongs to my husband’s family for 15 
years! I did not have a closet, a couch, 
nothing. But we saved money and my 
husband began to build this house 
little by little. We bought our first 
new car after we had moved here,” 
Janete remembers. Her children are 
doing their homework and she tells 
them to turn off the TV.

Janete works at home because the 
construction of her beauty salon in 
the backyard is not finished. But she 
is planning ahead, after seeing that 
a shopping mall is being built not 
far from her street: “I plan to take 
my salon elsewhere. I am already 
dreaming about that shopping mall. I 
could rent a space there. Did you see 
how pretty that mall will be?” Janete 
is like many other self-driven, resilient 
achievers who are the model for their 
community’s aspirations of social 
mobility.

Nair, 57, a retired widow who has 
lived in the same place for over 23 
years, has always been a role model 
in her neighborhood in Serraria. She 
is very satisfied with her income but 
worries about her children’s future. 
“I think that I am doing well. I get a 
monthly pension of almost R$ 1,000. 
I own my house, and it has everything 
in it, thank God.” In the early 1980s 
her family was the first on the street 
to have a color television, bought 
with cash. Her two-story house went 
through a major renovation, always 
with the best quality materials, 
inspiring neighbors to do the same. 

“I dream of 
moving my beauty 

parlor to a new 
shopping mall.”

Nair, 57, next to the house she is building for her daughter, in her home backyard in Serraria, Diadema. She could pay 
in 18 installments for her dream: breast reduction surgery.
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Different from most respondents in 
our survey — over 90%-- Nair’s leisure 
habits are not restricted to watching 
TV and going to the supermarket. 
Nair goes to the gym, spends time 
out with her friends from Women in 
Movement, a city government senior 
citizen’s program, and travels often. 
Her life dream is to get her breasts 
reduced.

“I called up a plastic surgery clinic 
that advertises on TV and didn’t 
think it was expensive,” she says. “I 
am trying to get the surgery through 
the state hospital system, but if I 
don’t succeed, I will pay for it.” Her 
dream was postponed twice in order 
to pay off a credit card debt and a 
car loan, both for her 23-year-old 
son Fabio. She says that her only and 
great frustration is that her children, 
Mariele and Fabio, never liked to 
study. She has memories of a bright 
kid who used to live on her street and 
play with her children, and how she 
used to tell his mom to “invest in 
that boy’s education.” Reni is now a 
24-year-old student on a scholarship 
at the Catholic University of São Paulo 
who also works as a research assistant 
and educator at public schools in the 
periphery. He remembers fondly the 
old lady who told him to keep on 
studying. “If her kids had the drive 
to study more, she would have given 

them all her support,” Reni recalled. 
“She would have spent whatever she 
could on their education. She and her 
husband were always the people we 
looked up to. They always managed to 
work hard and buy good things, they 
always had the best of everything.” 

Back then, children gathered to 
watch the new color TV arrive in the 
neighborhood. Today durable goods 
are no longer the main indicators of 
class divisions in the periphery.

Credit and the price of 
hope

In Brazil, where interest rates are 
some of the highest in the world, one 
would think that people would save 

and that the market for consumer 
credit would be very small. However, 
almost 70% of the increasing number 
of DVDs, duplex refrigerators, cell 
phones, 29” color TVs and other 
goods in these communities are 
financed by consumer credit. In 
December 2005, Antonio Palocci, 
then Finance Minister, announced 
that consumer credit would be the 
main driver of GDP growth in 2006. 
In only ten years, the amount of credit 
for individuals increased by 328%, 
rising from R$35 billion to R$150 
billion.

If seen from outside, these modest 
brick houses do not prepare a visitor 
for the quantity and quality of durable 
goods to be found inside. All homes 
have refrigerators, with 64% of them 
financed. At least 29% already have 
a duplex refrigerator, 64% of which 
were bought through a store credit 
plan. The larger 29’ TVs are on most 
family’s wish lists, while smaller color 
TVs are already universal: 1.5 TVs 
per family on average. Although 
65% of the families are without a 
videocassette player, 30% have a 
DVD, almost two-thirds of them 
bought within the past 12 months. 
Another 22% plan to buy one within 
the next two years. Some 47% of 
homes have prepaid cell phones. Only 
7% have Internet access, but twice as 

Cidade Tiradentes, eastern periphery of São Paulo, 241,000 inhabitants living in housing projects, brick-built houses and wooden shacks.

“They had a very 
good offer that lets 
you pay in 18 small 

installments.”
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many have a computer. Another 21% 
of families plan to buy one soon. 
Their main consumption dream, after 
home ownership, is to have a family 
car; today 29% of the homes have 
one.

Retail store chains in Brazil have 
grown fast thanks to soaring interest 
rates and gains from financing clothes, 
furniture and household appliances 
for the poor. The country’s basic 
interest rate is around 16.5% per year. 
But this annual rate is much lower 
than the average monthly interest 
rate of 7.58% that consumers pay. A 
swarm of finance companies, some 
belonging to big banks, some much 
smaller, target emerging consumers 
with monthly interest rates of 
11.63%. In six months and ten days a 
person’s debt may double.

People prefer to pay in installments 
because they can more easily fit a 
small monthly amount in their family 
budget — but many fail to calculate 
the total cost of their installment 
plan. Many retail store chains take 
advantage of people’s math illiteracy 
to encourage clients to “buy now and 
start paying in two, three or more 
months.” Consumers mistakenly see 
this as an advantage, because they can 
defer their payments, but monthly 
interest accrues to the final price from 
the day they purchase and rapidly 
increases their total debt. Finance 
companies and retail stores argue 
that high default rates justify these 
exorbitant interest levels. However, 
interest rates are so high that if a 
family purchases a product in 18 
monthly installments, by the ninth 
installment they will have already 
paid for the product’s original cost — 
a fact few understand.

In Brazil, the consumer credit 
boom among lowincome families is 
fed not only by partnerships between 
banks and large retail chains, but also 
by new federal legislation authorizing 
“crédito consignado”, a type of 
consumer credit at fixed interest 
rates, in which monthly installments 
are automatically deducted from 

payrolls. In addition, over the last two 
years, the largest growing market for 
credit operations was for retirees and 
social security (INSS) recipients. In 
mid-2004, when this type of credit 
began to be more widely offered, loan 
volume for pensioners totaled R$ 2 
billion. By the end of 2005, it had 
exceeded R$ 11 billion.

There can be only one conclusion: 
the democratization of consumption 
is very costly for low-income families, 
who are increasingly in debt and 
economically vulnerable. The latest 
edition of the National Survey of 
Family Budgets (POF) of the Brazilian 
Institute of Geography and Statistics 
(IBGE) showed that only 1.08% 

of families’ average income is spent 
on paying back loans and financed 
purchases. However, we listened to 
many stories of families unable to 
meet their payments. To see their 
name become “spoiled” in the market 
for bad credit is a source of shame 
for many. “We, the poor don’t have 
much, if we are bad payers and get our 
name spoiled, then it’s the end of the 
line for us,” insists Silvia, one of the 
people who helped us understand the 
meaning of credit for poor families.

Silvia, a kitchen helper at a popular 
restaurant in Itaquera, a district near 
her home in Cidade Tiradentes, says 
she has only three more installments 
to pay on the duplex refrigerator that 
she bought in early 2004. When that 
is over, she wants to buy a 29’ TV that 

she flirts with each time she goes to the 
store to pay her monthly installment. 
In Brazil, most retail stores that offer 
credit require that clients come to 
the store every month to settle their 
accounts. During one of these visits, 
the salesman encouraged Silvia to 
finance her TV set even before she 
finished paying for the refrigerator. 
“They had a very good offer. They 
let you pay in 18 installments, only 
100 reais per month,” she says. Silvia 
only decided to wait because she 
had been planning to finance her 
TV along with a new bookcase and 
bedroom closet, as hers “are already 
falling apart,” though only bought six 
years ago. Both were bought “in small 
installments,” at that same store.

Silvia’s vague preference for the 
future — waiting for three months for 
that dream TV — hides a shortsighted 
perspective that costs too much and 
is too common among poor families. 
A third of families we talked to 
who were in debt had defaulted on 
payments with at least two creditors, 
and another 30% with three or more. 
Most of the defaulters owed retail 
stores (24%), the water company 
(14%), credit cards (13%), electricity 
(13%) and telephone (11%). Only 
27% of people over 16 had a credit 
card, but half of them have already 
failed to pay their bills. Creditors 
mentioned less often included local 
moneylenders, employers, house 
financing, and supermarkets, and 
accounted for less than 7% of the 
defaults. All these results do not 
include debt that is being paid on 
time. When paid regularly, credit is 
described as a service — not debt — 
and a service for which families feel 
gratitude and pay back with customer 
loyalty.

When we evaluate families’ 
exposure to debt in relation to their 
income, we find that those in the 
lowest ranks — earning no more than 
300 reais a month (Brazil’s minimum 
monthly wage in April 2005) — have 
defaulted debts worth on average 
four times their average monthly 

“A father with a 
little cash to spare 

wants to send 
his kid to better 

school.”
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income. This relation decreases to 
1.5 for families who earn between 
one and three minimum salaries and 
to 1 for those that make between 
three and six. For families who earn 
six minimum salaries or more, the 
proportion ranges between 0.19 and 
0.59.

Those most optimistic about 
their family’s future tend to contract 
more debt without being able to 
pay for it. We asked people whether 
they thought that in 12 months 
their family’s economic situation 
would have improved, worsened or 
remained the same. People who think 
that their family’s economic situation 
will improve “a lot” or “somewhat” 
— 71% of those interviewed — have 
defaulted debts worth an average of 
R$ 1,082. Those that believe that 
their situation will get worse (7%) do 
better, having default payments worth 
R$ 788. For those who think that 
their situation will remain the same 
(18%), the average defaulted debt is 
R$ 804. A minority (3%) who say 
they don’t know how their lives will 
be twelve months from now seem to 
be the most prudent borrowers: their 
average default debt is around R$ 
265.

Our survey also showed that 
schooling levels correlated somewhat 
with default rates, although those at 
the lowest education bracket are not 
necessarily the main candidates for 
bad credit. Those with over 12 years 
of schooling had smaller default 
debts — R$ 697 on average — less 
than those with between five and 11 
years of schooling, who had a default 
average of R$ 1,067. Those with less 
than four years of school had smaller 
default amounts: a R$ 841 on average. 
We also found that homeowners were 
at more risk to default than renters, 
who had a default average of R$ 668, 
against R$ 1,131 for homeowners. 
We were surprised to find there is an 
inverse relation between residents’ 
self-evaluated status and their 
debt default levels. Those who saw 
themselves as occupying the highest 

income class brackets (between 7 and 
10) had the lowest amounts of default 
debt (674 reais), when compared to 
an average of R$ 932 for the rest. 
Those that considered themselves in 
the lowest rank (1) defaulted on an 
average of R$ 1,120.

How can we explain why the 
tendency to save is so low in a 
country with such high interest 
rates, while consumer credit expands 
uncontrollably, in the midst of 
high unemployment and mediocre 
economic growth? Only 12% of all 
families surveyed have some kind 
of savings. On the other hand, the 
stories of hard work and resilience that 
allowed families to build and improve 
their homes over the last decades in 
the periphery show that there was a 
savings capacity that did not receive 
attention from the public and private 
sectors.

In the United States, after slavery was 
abolished, blacks used to accept loans 
with 40% interest rates per week. This 
abusive practice, that took advantage 
of the immediate subsistence needs 
of extremely vulnerable workers, was 
prohibited in 1916 by the enactment 
of the Uniform Small Loan Act, 
which limited interest rates to 3.5% 
a month. In 21st century Brazil it 
is clear that unrestrained consumer 

credit is unsustainable in the long run, 
given the increasing levels of personal 
debt and default. On the other hand, 
low-income consumers’ behavior in 
relation to consumer credit may offer 
some suggestions for future public 
programs aimed at - reducing their 
economic vulnerability.

Families’ willingness to organize 
and set aside monthly installments 
to pay for a 29’ color TV may signal 
a potential openness to plan and pay 
for quality services. Better education 
for their children is already an 
important consumption dream for 
many families in the survey. Many are 
sending their kids to private schools, 
paying for computer courses and 
private preschools, although their 
quality is not necessarily better than 
the public ones. When asked why 
they were such loyal clients of retail 
stores that charged them so much in 
interest, families stressed one point. 
“We are treated well, we are invited 
to sit down and discuss payment 
conditions, I can choose what I like, 
they treat us very nicely,” explained 
Silvia from Cidade Tiradentes.

A Raw Deal in Education

In the periphery, it is hard to find 
a public school that has a place for 

Bete, 44, lives in a shack in Serraria and demands that Sumaia, 14, Jackeline, 8 and Wesley, 9, go to school so that they 
can “become somebody”.
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parents to sit while waiting to speak to 
school staff. Too often parents have to 
speak with a secretary through a cage-
like, barred window. Office hours 
are usually from 10 to noon, and 
then from 2 to 5 p.m., an impossible 
schedule for working parents. Parents’ 
meetings often are top-down lectures 
where school staff fail to account for 
the basics: whether their children 
are learning, and how families can 
effectively help, even if parents 
have less schooling than their kids. 
Parents struggle with bureaucracy 
and officials’ resistance when they 
want to change schools for their 
kids, especially if they are dissatisfied 
with the school their children attend. 
Lowincome families must and will 
become less tolerant consumers of 
low quality education. Their children 
have a right to education; they will 
begin to demand quality.

Rapid expansion of primary and 
secondary public school enrollments 
is changing parents’ expectations 
for their children, young people’s 
aspirations, and social mobility in 
the periphery. The massive building 
of schools during the eighties and 
nineties, even in the most remote 
districts, meant no more parents 
standing in lines at dawn to enroll their 
children in the only neighborhood 
school. It also cut down on travel time 
for students who used to commute 
one or two hours. From 1970 to 
1994, enrollment of children between 
the ages of seven and 14 increased 
from 67% to 96% of the population. 
Access to primary education is nearly 
universal in Brazil today.

Public income transfer programs, 
like Bolsa Escola and now Bolsa 
Família have provided economic 
incentives for families to keep their 
children in school. As the population 
gets older and fertility rates begin to 
drop, demand for more secondary 
school enrollments (grades 9-12) is 
increasing while enrollment in first 
through 8th grade is beginning to 
decrease. Less pressure for primary 
school enrollments means that instead 

of building more schools, the state 
can now concentrate on improving 
quality.

Despite their poor quality, public 
schools are still viewed by parents 
as a promise of better jobs for their 
children. Beth, 44, lives in Serraria, 
Diadema, and demands that her kids 
Jacqueline, 8, Wesley, 9, Mayara, 11, 
Sumaia, 14 and Washington, 19, go 
to school and get good grades. “I 
tell them all the time: I don’t want 
anything from you — I don’t want a 
house, a car, nothing! I just want you 
to study. If you don’t go to school, 
you are going to be a nobody. I am a 
nobody, but not because I wanted to 
be a nobody. It was because my mom 
was not able to help me more. I tell 
them: ‘If I die tomorrow, I’ll come 
here every day to see if you went to 
school. Every day! “Her neighbor, 
Maria, 39, mother of Cicero, 16, and 
Alex, 11, works at a cleaning services 
firm. She agrees with Beth and adds 
that “today it is easier for young people 
to study. The government offers many 
things for children at the schools.” 
Maria says that she began to look 
for an opening at a school at night 
for her son Cicero, who failed eighth 
grade because of too many absences. 
“He had to work at a carwash in the 
neighborhood,” she explains.

Regardless of their low schooling 
and tendency to spend relatively lesson 
education than on other items, low 
income parents are becoming more 
aware that public schools are failing 
to teach. This evaluation is more 
common among younger parents, 
who were able to finish eighth grade 
and at least part of secondary school. 
Ricardo, 29, has lived in Cidade 
Tiradentes since he was a little boy, 
when his family of seven was among 
the first families to settle in the public 
housing projects. He finished high 
school and is now unemployed after 
working for a motorcycle delivery 
firm. He is dissatisfied with the public 
school his 10-year-old daughter 
attends. “The schools in the periphery 
don’t have teachers, the quality is 

awful,” Ricardo says. “When I used 
to study, ten years ago, it was already 
pretty bad. You find teachers who 
are fed up or depressed. The student 
doesn’t have to do homework or 
research. You look at the material on 
the blackboard and, if you want to, 
you learn. So when you go to the job 
market, you are totally unprepared.” 
Proud of his brother Mauricio, the 
first in the family with a university 
degree in business administration, 
Ricardo also dreams of going to a 
university. But first he needs a job. 
Then he wants to send his daughter 
to a better public school, in another 
district. He plans to pay for her school 
transportation, almost 40 reais a week, 
or half of a minimum monthly salary. 
For him, it will be worth it: “A father 
who has a little bit to spare knows 
how important it is to send their kid 
to a better school.”

Of all the heads of household in 
our survey, 17% finished high school, 
like Ricardo. But average schooling 
is still low: 48% have less than eight 
years and only 18% finished eighth 
grade. Only4.5% of residents over 
30 were attending any educational 
institution. Since research evidence 
shows that student performance 
depends greatly on their mother’s 
schooling, we can expect that in the 
long run the expansion of secondary 
school enrollments will help improve 
student performance, since more 
parents with high school degrees 
will not only feel less intimidated by 
the system’s bureaucracy, but will be 
in a better position to identify and 
demand better teaching.

Sonia, 47, Ricardo’s neighbor, also 
worries about the quality of teaching 
that their kids receive. Her daughter 
Tainá, 9, went through second grade 
at a state public school without 
knowing how to read or write. Sonia 
did not notice it until a caring teacher 
asked her to come for a meeting 
at the school. “For the first time 
someone came to me to say that Tainá 
did not speak, did not participate in 
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the class, was illiterate,” Sonia said. 
“I was shocked; at home she is a 
chatter box.” Thanks to this dedicated 
teacher, Tainá will have a chance to 
learn to read and write before the end 
of fourth grade, something that an 
astonishing 55% of Brazilian students 
fail to do. Sonia decided to transfer 
her children to a municipal school. 
“I studied at a municipal school so 
I know that teaching there is better 
than at the state ones,” she believes. 
“At Tainá’s old school she never had 
any homework.”

In Brazil there are no 
performance data published 
on public schools so families 
cannot evaluate their children’s 
schools. Even though Brazil has 
sophisticated annual national 
and state student tests, the 
reports based on the result 
show only general diagnoses 
and are of little practical use. 
Ranking information is still not 
accessible to poor families. If it 
were, parents would be able to 
compare school performance 
based on minimum quality 
parameters. This market 
signaling would be useful, 
as the now-defunct higher 
education evaluation test, 
the Provão, showed. Created 
in 1995, this standardized 
college student test enabled 
the federal government to 
establish a ranking system 
for colleges and universities, 
giving high school graduates 
a minimum of information to guide 
their decisions. For poor students, 
graduating from public schools, the 
Provão had an even greater role. Public 
free universities have very selective 
entrance exams, relegating public 
school students to private institutions 
of varying quality. The public points 
system ranking each college and 
department used to help them make 
better choices. The Workers Party 
(PT) dismantled this program after 
they won the 2002 election, as it was 
closely associated with the outgoing 

government. The user-friendly Provão 
was replaced by a system that is yet to 
make concrete information available 
to citizens.

Making ranking information 
available is likely to cause immediate 
uproar. This happened in New York 
when a list of the worst public schools 
was made public, allowing parents to 
transfer their children to better ones. 
In a big system like São Paulo’s, with 
over six million students, we could 
expect initial turmoil until classroom 
slots and school resources are 

rearranged. New York public officials 
also began a program to improve 
chronically troubled schools, with 
investments from the private sector 
and an alliance between teachers 
and city administrators. The mayor 
had the political courage to make 
education reform his top priority.

In São Paulo, although school 
officials often refer to parents and 
students as their “clientele,” public 
school systems are still a long way 
from treating them as consumers who 
have a right to choose and demand 

quality services. The answers to our 
survey challenge a commonly held 
belief that poor parents do not care 
about their children’s education. If 
parents had access to evaluation data 
on school and student performance, 
school officials would have to deal 
with a mass of disgruntled customers. 
The parents we talked to uniformly 
wanted to know more about their 
children’s schooling.

A school’s reputation, often based 
on informal perceptions, circulates 
in the neighborhood thanks to word-

of-mouth, guiding some 
consumer decisions, like 
Sonia’s to transfer her child 
from a state to a municipal 
school. Even so, it can be 
hard to move your children 
to a better public school even 
if there are openings. “If I 
accept all students who want 
to study here, I will start 
a fight with other schools’ 
principals. They will be mad 
at me because that means that 
they lose enrollments and the 
money that comes with them,” 
said one principal whose 
school has the reputation 
for being “as organized as a 
private school.” Every year 
she takes in students who are 
running away from the two 
other chronically troubled 
neighborhood schools.

Popular pressure for more 
public schools in peripheral 
communities has worked, 

but public officials’ failure to address 
quality issues has perpetuated high 
dropout rates in eighth grade and 
high school. Sonia’s 13-yearold son, 
Junior, walks through the living room 
carrying some sheets of paper and 
color pencils, looking for a quiet place 
to sit. He cannot find one because 
the TV is on in the living room and 
someone is listening to a loud stereo 
in the bedroom. He comes back to 
the kitchen where he tells us that he 
dreams of working in publicity art 
design. “I read that there are courses 

Gateway to an informal condominium alley in Serraria. Increasing debt threatens 
social mobility and investments in housing and education.
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for that,” he adds enthusiastically. 
Junior likes his school, especially 
math, but does not like the fact that 
“sometimes you can’t understand 
anything when teachers are trying to 
explain and folks keep making noise.” 
Sonia says that sometimes Junior is 
caught drawing in class, but he says 
that he only does that “when teachers 
start writing too much stuff on the 
blackboard for us to copy.”

Junior has not given up on 
studying. Although young people like 
him know that the job market needs 
increasingly more qualified people, 
many lose motivation when facing 
poor teaching and classroom disorder. 
The situation is aggravated by the lack 
of public school programs for kids 
who want to be challenged. Advanced 
learning classes are still a taboo in 
Brazil’s public schools, perceived by 
their opponents as “undemocratic.” 
Despite these difficulties, it is 
surprising that so many young people 
keep going to school, often managing 
full time jobs with evening classes, 
hoping that a high school degree will 
increase their chances of succeeding 
in life. But many are opting out.

Take Tatiane, 17, the daughter of 
Maria Jose, one of the first people to 
move to Cidade Tiradentes. Tatiane 
explained why she dropped out of 
eighth grade: “You don’t really learn 
anything at school. I used to go to 
school, sit down, listen to what the 

teacher would say, when I could hear 
what she was saying. I was just wasting 
my time there.” When Tatiane goes 
back to her room, Maria Jose, who 
dreams of her daughter going to 
college, says that she tried to convince 
her to go back to school. “I said: ‘Tati, 
you are making a big, stupid mistake, 
you won’t be able to find any jobs.’ 
But she tells me that her teachers are 
stupid and know less than she does.”

Only 56% of Brazilian students 
finish the eighth grade. Of the 81% 
of 15 to 17-year-olds who attend 
high school, only seven out of ten 
will graduate. Greater São Paulo’s 
periphery follows this national trend. 
In Cidade Tiradentes, 29% of youth 
between the ages of 15 and 17 are out 
of school and 48% of those between 
the ages of 18 and 19 did not finish 
primary school. Despite high dropout 
rates, the increasing number of young 
people finishing high school poses a 
challenge and an opportunity. The 
insertion of poorly prepared young 
people into higher education may 
cause problems, as the national 
student test, ENEM (National High 
School Exam) shows: 38% of high 
school seniors have “poor” or “very 
poor” reading skills and almost 70% 
graduate without mastering basic 
mathematical operations.

But thanks to the expansion in 
high school enrollments, more young 
people are applying to universities. 
This has prompted a rapid growth 
in the number of private higher 
education institutions, which now 
account for 86% of all college 
enrollments. In 2003, for the first time 
in the history of Brazilian education, 
the number of first-year openings at 
colleges and universities was higher 
than the number of graduating high 
school seniors. The proliferation of 
private colleges is a market response 
to increasing demand, especially from 
public school students who fail to 
pass public universities’ competitive 
admission exams. Recently a few 
public universities applied quota 
systems for Blacks and students from 
public schools.

Created in 2005 by the federal 
government, the University for All 
Program (PROUNI) was a public 
sector response to this growing 
demand. In exchange for tax benefits, 
the Education Ministry made 
125,000 partial and full scholarships 
available at private universities. 
Helena, a 25-year old mother of two 
children, living in Cidade Tiradentes, 
did not apply. Going to college, she 
says, is not an easy economic decision. 
“I think that going to college, even 

Edson, 19, Montanhão, was accepted by two universities 
with scholarships but could not study because books and 
transportation cost too much.

Guilherme 6, Pablo, 6, and Larissa, 6, in Serraria belong to those 37% of families who were able to send their children 
to pre-schools.
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with a scholarship, has a high cost 
and sometimes it does not give you 
the return that you expect for what 
you paid for,” she says. “So I am an 
administrative assistant and this is 
what I like. To pay for college without 
knowing if you will get something 
back is useless. I have two kids, so this 
is an expensive dream.”

But other youth do not make 
Helena’s considerations before 
enrolling. The National Association 
of Private Universities reports that 
students’ default rate has reached 
27%. According to the Education 
Ministry dropouts in private 
higher education in the state of São 
Paulo are 14.5%. Even so, young 
people like Edson, 19, who lives in 
Montanhão, try everything to get a 
chance. By the end of 2004 Edson 
had taken two university entrance 
exams to study physical education. 
In one of them, he passed in eighth 
place and won a 65% tuition 
scholarship, but he still would have 
to pay the 279 reais per month, not 
including money for transportation 
and books. His mother, Rosana, 
45, a maid who only studied until 
fourth grade and works at the 
local supermarket on her days off, 
interrupts him: “Look, I told him 
already that he has to work first, 
so that we can save some money so 
that he can go to his university. This 
is his dilemma: not working, not 
studying and he has capacity to go 
to a university but no money.”

For one year Edson evaded the 
limbo where so many poor high 
school graduates find themselves. 
He joined a program run by São 
Bernardo’s city government, aimed 
at low-income youth who have 
finished high school. For a monthly 
stipend of R$ 150, participants 
work for one of the city’s public 
agencies, at state and city schools, 
parks, libraries and administration 
offices. They also attend life and 
job skills courses. “I could have 
chosen a place closer to home — a 
health clinic or a public school,” 

he told us. “But I decided to work 
at the city gym. Then the program 
staff asked me: ‘How will you get 
there?’ I told them that I would 
find a way, I would get there on 
foot, do anything to work there.” 
At the city gym Edson worked as 
an assistant to a volleyball team 
coach. Now he hopes to be invited 
to work for the team. “This is my 
greatest dream,” he confesses with 
a boyish smile, and remembers an 
old physical education teacher at 
high school who used to encourage 
him to study. It was at one of 
Montanhão’s most violent schools. 
“When I yelled at other teachers 
or got bad grades, he would not let 

me practice,” he recalls fondly. After 
Edson leaves the room, Rosana 
waits a minute and says, “He 
dreams and runs after his dream, 
poor kid, but he still can’t face 
reality.”

PROUNI participants’ retention 
and overall performance remain to 
be evaluated. But a critical problem 
in public education remains 
unsolved: no major state or federal 
effort has been made to improve the 
quality of primary and secondary 
education, or to expand public pre-
schooling, all necessary foundations 
for successful learning, as OECD’s 
Program for International Student 
Assessment (PISA) shows.

There is a deficit in public pre-
schooling, especially in those 

regions with high birth rates, like 
Cidade Tiradentes, where Aliene, 
26, is now forced to send her 
daughter to a private pre-school that 
charges R$ 120 a month. “Public 
daycare is only for those kids who 
are very poor. But they don’t learn 
to read there. It is just a place for 
kids to stay while their mothers are 
working. My daughter is very smart, 
she learns fast, so she deserves 
better.” But Aliene is in a minority. 
Of the 530 families surveyed that 
had at least one child under the age 
of 6, only 37% send their children 
to pre-school. Most had few choices 
but to pay a neighbor or relative to 
take care of their kids, or leave them 
at home unattended or cared for by 
an older, school-age sibling.

Maybe popular pressure for more 
access to early public education 
would be greater if parents knew of 
the gains in quality of learning that 
it represents. It not only accelerates 
children’s readiness to read, but also 
puts them ahead of their primary 
and secondary schoolmates. In 
addition, working parents are 
growing angry because there are few 
pre-school options and they have to 
find somewhere to drop their kids 
during the workday. In the City 
of São Paulo, 126,000 children 
under the age six are out of school 
— as many as the 120,000 now 
being served by the city’s existing 
preschools.

Whether or not families can 
invest more in their children’s 
education is a moot point, 
partially because of their increasing 
consumer debt. On average families 
spend 4% of their household 
budgets on education, half of which 
is spent on telephone bills. But 
this does not mean that they are 
satisfied with free public education. 
The feverish proliferation of private 
computer courses, charging R$ 50 a 
month per student, sometimes with 
questionable results, shows that 
there is a market for people trying 
to improve their skills. Considering 

Brazil’s politicians 
are wrong if they 

think poor people 
will tolerate bad 
teaching much 

longer.
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that families have lived in their 
communities for an average of 14 
years, it is not surprising that they 
are becoming disillusioned with 
the current school infrastructure. 
Over one third of residents surveyed 
think that the quality of education 
has remained unchanged. Another 
third thinks it has worsened, and 
the remaining 30% thinks it has 
improved.

Brazil’s politicians are making 
a mistake if they expect that poor 
people’s tolerance to low-quality 
public schools will last much 
longer. Education is still a symbol 
of social mobility for low-income 
families in the periphery. The 
question now is when and how 
popular demand for information 
and better schools will become 
as powerful as local pressure for 
increased school enrollment was 
back in the 1980s. The stories and 
numbers shown here reveal that 
poor Brazilians are ready for a new 
wave of institutional transformation 
— this time focused on investments 
in human capital. This is not only a 

matter of survival for these families, 
but is also key to whether their 
communities have the capacity to 
generate wealth and, ultimately, to 
contribute to Brazil’s development.

* * *

Brazil’s future growth depends on 
its ability to invest in human capital 
and exploit the entrepreneurial 
spirit that drives communities like 
the ones we researched. If, on the 
one hand, unrestrained consumer 
credit is pushing families into debt, 
on the other hand, as their material 
conditions improve, overall quality 
of life parameters are changing. 
Consumer indebtedness is the red 
flag hanging over the future of these 
communities. It threatens to destroy 
past gains and is a destabilizing 
force that, if not controlled, may 
break the social contract in the 
future. Life in the periphery of 
Greater São Paulo offers important 
lessons on how people manage 
to develop ways of generating 
income and consolidating their 

communities. The public sector 
should partner with business to 
create incentives for these local 
entrepreneurs. Hand in hand with 
this, however, newly prosperous 
consumers must understand how 
incurring debts will jeopardize their 
futures.

We must respect and believe in 
people’s ability to improve their 
own lives, if given the necessary 
investments in education. This is 
why the Fernand Braudel Institute 
has been advocating for a political 
consensus to improve public 
education in Brazil. So far the 
country’s elites have failed to deliver 
on this growing frustration among 
low-income Brazilians. They and 
their children already are the new 
consumers — and voters. They are 
demanding better opportunities 
to develop their lives and 
communities. It is from the ranks 
of these resilient and hard-working 
people that a new class of political 
and civic leaders is emerging, which 
will shape Brazil’s democracy over 
the coming decades.

See more issues of Braudel Papers in
http://en.braudel.org.br/publications/braudel-papers/
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