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Country: Brazil

Social and Economic Background of Brazil

According to World Bank estimates, in 2003, Brazil had a population of 176.6 million people, 67.1% of whom were between the ages of 15 and 64. In 2001, 22.4% of the Brazilian population lived on less than $2 a day, and 8.2% were living on less than $1 a day. Brazil had an unemployment rate of 9.4% in 2002. The 2003 PPP adjusted GDP per capita in terms of current international dollars was $7,838, an 0.8% increase from $7,776 in 2002. Also according to the World Bank, in 2003, the informal sector accounted for 39.8% of GNI. According to the IMF, from 2003 to 2004, remittances to Brazil amounted to $2 billion current USD, an increase of 18% compared to 2002. The World Bank estimates that Brazil’s GINI coefficient in 2001 was 0.59. The World Bank and the OECD estimate that Brazil’s M2/GDP ratio was 0.29 in 2003. In 2003, Brazil received $16.6 billion current USD FDI net inflow and $296 million current USD foreign aid and development assistance, according to the IMF and OECD.

The currency of Brazil is the Real (BRL). The central bank of Brazil abandoned the pegged exchange rate regime and allowed the Real to float. The average exchange rate was BRL2.92:US$1 in 2002, BRL3.08:US$1 in 2003 and BRL2.93:US$1 in 2004, according to the Economist Intelligence Unit (EIU). 

The Financial Sector Assessment Program (FSAP) of the World Bank and IMF in Brazil is completed, but the related report is unavailable in the World Bank database.
Doing Business in Brazil

The World Bank uses several indicators to assess the business environment of a country. In Brazil, entrepreneurs are required to complete 17 steps to launch a business, at a cost of 11.7% of GNI per capita in 2004. Registering property requires 14 steps. It costs 21.4% of GNI per capita to create collateral. Brazil scores a 5 on a scale from 0 to 7 on the Disclosure Index, which measures government protection of investors and business owners.

According to the Inter-American Development Bank, there is an official credit registry of business owners and individuals in Brazil, which was established in 1997. The World Bank reports that credit information is collected and made available by the Sistema Central de Risco de Crédito supervised by the Brazilian Central Bank. In Brazil, the public credit registry covers 78 borrowers per 1000 adults and the private credit registry covers 425 borrowers per 1000 adults. In terms of the World Bank’s Credit Information Index rating, Brazil scores a 6 on a scale from 0 to 6.  

Regulatory and Legal Environment of Brazil

According to the World Bank, it takes 25 procedures and 566 days from the time a plaintiff files a lawsuit until he or she is actually compensated. The cost of enforcing contracts in terms of legal and court fees reaches 15.5% of debt value. Filing bankruptcy takes about 10 years with a cost of 8% of estate value. The recovery rate for creditors in Brazil is $0.20 per USD.  

Kumar Anjali, a World Bank consultant, states that the MFI sector in Brazil includes mainly two types of organizations: Sociedades de Credito ao Microempreendedor (SCMs) or microfinance credit societies, and Organizacao da Sociedade Civil de Interesse Publico (OSCIPs) or Public Interest Civil Societies. These legal entities were created in 1999 to allow for more flexibility of funding and lending; they are outside the purview of any usury law.

According to Kumar Anjali, OSCIPs are nonprofit organizations and are not limited to microfinance endeavors. Their sources of financing are limited to donor funding, owners’ investments, and government funding. They can own an SCM as a subsidiary. OSCIPs must meet reporting requirements for the Ministry of Justice, but are not subject to prudential regulations and supervision.

Also reported by Kumar Anjali, SCMs are for-profit financial institutions deemed to be a part of the national financial system. They are subject to the tax regime for financial institutions and are subject to the reporting and regulatory requirements of the Central Bank of Brazil, which supervises them. SCMs have minimum capital requirements (BRL$100,000; approximately US $ 40,000), liquidity requirements, and restrictions on leverage. Their sources of financing include all those allowed to OSCIPS, plus loan or credit lines from national and foreign financial institutions, in addition to OSCIPs.  SCMs cannot collect deposits from the public.

Kumar Anjali reports that NGOs, credit cooperatives, and development banks are also involved in Brazilian microfinance services. 

According to CGAP, legislation on microfinance regulation includes: Financial System Law No.4595 of 1964, Law on SCMs, and various OSCIP regulations.

Kumar Anjali states that law No. 10735 of September 11, 2003, and CMN Resolutions 3109 and 3128 of July 24, 2003, and October 30, 2003, respectively, create new vehicles for making microcredit available to low-income earners and small businesses. Under the new regulations, microcredit operations will be funded by a minimum of 2% of banks’ sight deposits, or alternatively, such deposits will be held as unremunerated reserves. Interest rates of credits based on such funds will be capped at 2% per month. Loans will be limited toUS$204 for individuals and US$341 for small business owners. Loan terms will be no less than 120 days (terms can be smaller as long as rates are adjusted accordingly). Loan originating fees must be less than 2% for individuals and 4% for small businesses. Individuals and enterprises with simplified accounts (with maximum deposits of US$341 for individuals and US$3,410 for enterprises) and low-income individuals will be eligible for such loans, which can be extended directly by the banks or onlent through microfinance institutions.

According to Kumar Anjali, CMN Resolution 3106 of June 25, 2003 eases membership criteria for credit cooperatives, hitherto open only to members of the same activity or profession, by allowing new credit cooperatives to form as ‘open admission’ credit cooperatives in municipalities with up to 100,000 inhabitants. Existing credit cooperatives, operating for more than three years, can transform into open-admission credit cooperatives, but only in municipalities (or contiguous municipalities) with up to 750,000 inhabitants. Minimum capital requirements for the transformation are US$2 million for entities located in municipalities in metropolitan regions with more than 100,000 inhabitants and US$1 million for the rest. In the North and Northeast, this requirement is reduced by 50 percent. 

Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Brazil

According to the World Bank, in 2001 there were 180 commercial financial institutions in Brazil. CGAP states that Banco do Nordeste and Banco do Povo, both of which are development banks, are the only two institutions that grant microfinance services on a large scale. They serve 35,215 and 1,530 microfinance clients respectively. The state-owned development bank Banco do Nordeste do Brasil (BNB), with assistance from the World Bank, launched the largest MFI in Brazil, CrediAmigo.  CrediAmigo has the largest percentage of clients in Brazil (approximately 60%) and is now seen as an example of a successful Brazilian MFI. Since BNB’s entry to the MFI sector, more development banks, such as Banco Nacional de Desenvolvimento Econômico e Social (BNDES), are beginning to enter the microfinance arena.

CGAP states that in Brazil there are approximately 1,374 credit unions serving about 2 million clients. Twenty-six microfinance credit societies have been established. According to the SEEP Network, there is no microfinance association in Brazil.  

There is no information available about products or services provided. 

Activities of Brazil’s National Committee

The National Committee of Brazil was officially formed on April 25, 2005, with a national decree published the same day in the official government newspaper. Brazil’s National Committee is composed of 20 government institutions including the Central Bank, government banking institutions, development banks, and 16 civil society institutions including various MFI associations.

Brazil is one of the participants of the Global Microentrepreneurship Awards (GMA) in 2005.
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