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Foreword 

The Lyndon B. Johnson School of Public Affairs has established interdisciplinary research 
on policy problems as the core of its educational program. A major part of the Master of 
Public Affairs program is the nine-month policy research project (PRP), in the course of 
which two or more faculty members from different disciplines direct the research of 10 to 
30 graduate students of diverse backgrounds on a policy issue of concern to a government 
or nonprofit agency. This "client orientation" brings the students face to face with 
administrators, legislators, and other officials active in the policy process and demonstrates 
that research in a policy environment demands special talents. It also illuminates the 
occasional difficulties of relating research findings to the world of political realities. 

The three PRPs discussed in this two-volume report addressed public policymaking in 
Brazil, examining issues of governance and intergovernmental relations, administrative and 
political structures, and capacities of federal, state, and local governmental agencies in 
various social policy arenas. 

The project was sponsored by the Ford Foundation, the Lyndon B. Johnson School of 
Public Affairs, and the Institute of Latin American Studies. CEBRAP, a prominent social 
science research institute in Sao Paulo, has been a partner on several segments of the 
project. Over the past three years, teaching responsibilities were shared by Professor 
Robert H. Wilson of the LBJ School, Professor Vilmar Faria of Universidade de 
Campinas, and Professor Lawrence Graham of the Department of Government and the 
Brazil Center at The University of Texas at Austin. The PRPs involved 61 students, 
including 15 representatives of Brazilian nongovernmental organizations. By the 
conclusion of the project, 23 students from The University of Texas had conducted 
fieldwork in Brazil. 

The curriculum of the LBJ School is intended not only to develop effective public servants, 
but also to produce research that will enlighten and inform those already engaged in the 
policy process. The project that resulted in this report has helped to accomplish the first 
task; it is our hope that the report itself will contribute to the second. 

Finally, it should be noted that neither the LBJ School nor The University of Texas at 
Austin necessarily endorses the views or findings of this report. 

xi 

Max Sherman 
Dean 





Preface 

The formation of public policy in Brazil was the focus of three policy research projects 
(PRPs) in the Lyndon B. Johnson School of Public Affairs and the Institute of Latin 
American Studies (ILAS) between 1993 and 1996. This topic holds particular interest for 
students of public policy for several reasons. During the last decade, a democratic political 
system has replaced the military's governance of 21 years. Although the impact of 
redemocratization on Brazilian politics has been widely discussed, the impact on the 
policymaking system is less clear. Second, the return to democratic practice has included a 
commitment to the decentralization of the country's governmental apparatus. A less 
centralized government was expected to be more democratic and efficient, and sufficient 
time has passed to allow an initial assessment of this expectation. Finally, enormous social 
inequities, exacerbated during the military government, have accrued and, as a result, the 
demands on the social policy system are staggering. We hope this work will contribute to 
the important debate on social policy in Brazil. 

The project originated in a Ford Foundation grant to the LBJ School and CEBRAP (a 
prominent social science research center in Sao Paulo) for the training of members of 
Brazilian nongovernmental organizations (NGOs). The intent of the program was to 
improve the research and analytical competence of Brazilian NGOs so that they would be 
better able to participate in policy debates in a redemocratized Brazil. The nongovernmental 
sector was extremely important in the fight for redemocratization, but NGOs and other 
groups have discovered the need to develop new types of capabilities to be effective in 
policymaking processes. Under this grant 15 Brazilian fellows, from more than a dozen 
NGOs, spent a year at the LBJ School studying policy research. 

During the first year of the program ( 1993-94) the Brazilian principal investigator of the 
Ford Foundation grant, Professor Vilmar Faria, held the distinguished Tinker Visiting 
Professorship at the LBJ School. Faria and Professor Robert H. Wilson developed a PRP 
on social policy in Brazil. The PRP, a two-semester course for graduate students, was 
purposively designed around the participation of the Brazilian fellows. We believed that a 
course on Brazil would be greatly enriched by the presence of Brazilians in the classroom. 
We were delighted with the results. The Brazilians drew from their rich base of experiential 
learning in their NGOs' activities in Brazil, and the U.S. students provided the Brazilians 
with intense, project-oriented, cross-cultural study. Based on the success of the first year, 
two additional PRPs were conducted, with Professor Lawrence Graham of the Department 
of Government, who is Director of the Brazil Center at ILAS, and Wilson as co-directors. 
In the third year of the project Professor Leila Ferreira, a visiting scholar from the 
University of Campinas, participated as well. The three PRPs have involved more than 60 
graduate students from the LBJ School, ILAS, Government Department, Anthropology 
Department, Community and Regional Planning Program, College of Library and 
Information Sciences, and College of Communication. 
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The first PRP led to a second grant from the Ford Foundation, providing funding to send 
U.S. students in the PRPs to Brazil for three-month internships or field work. Most of 
these students continued research projects initiated in Austin. During the three-year period, 
21 U.S. students were placed in Brazil. The field experience proved to be very important 
from a pedagogical point of view. All students returned with a deeper understanding of 
public policy and broader knowledge of Brazil. Most students incorporated their research 
on Brazil into master's degree theses or Ph.D. dissertations. 

During the three-year period, the PRPs greatly benefited from the collaboration of many 
individuals and institutions. Alicia Bercovich, Diva Moreira, Ademar Romeiro, Martim 
Smolka, Peter Spink, Judith Tendler, and Jorge Zaverucha participated in the project on 
visits to Austin. University of Texas colleagues contributing to our work included Rosental 
Alves, Gerard Behague, Enylton de Sa Rego, Fred Ellison, Richard Graham, Michael 
Hanchard, Ann Hartness, David Jackson, Sandra Lauderdale-Graham, Tomasz 
Lenartowicz, Joe Potter, Peter Ward, and Charles Wood. Their guidance and critical 
review of our work are very much appreciated. 

We owe a special debt of appreciation to the Ford Foundation program officers who 
supported this effort. Brad Smith, former Representative of Ford in Brazil and now Vice 
President-Program Division, originated the project for the NGO training and awarded the 
initial grant to the LBJ School. Joan Dassin, former Representative in Brazil and Regional 
Director for Latin America and the Carribean at the Ford Foundation, and currently Vice 
President for the Inter-American Dialogue, provided the supplemental grant for the U.S. 
student fieldwork in Brazil. We thank them for their support of our work and their 
commitment to Brazil and cross-cultural training. We also obtained funding from the Il.AS 
and the LBJ School for the PRPs. Peter Cleaves, former director of ILAS, provided 
helpful assistance in the development of the original concept of the project. Ann Hartness 
of the Benson Latin American Collection greatly helped our research by facilitating access 
to the library's remarkable Brazilian collection and by expediting acquisition of materials 
relevant to our work. Yayoi Narita of the LBJ School has provided exceptional 
administrative support for all elements of this complex project. Her patience and gracious 
manner have allowed us to bridge the two countries and cultures. 

Special recognition is owed to Vilmar Faria, who was a principal in the design of the 
original proposal to the Ford Foundation and the principal investigator for CEBRAP. After 
his year at the LBJ School, which ended in May of 1994, Vilmar returned to Brazil and 
became Social Policy Advisor in the Office of the President of Brazil. Despite the demands 
of the position, Vilmar traveled to Austin several times to participate in the last two PRPs. 
His standing as a major scholar of social policy and advisor to President Fernando 
Henrique Cardoso provided our project with great insight into the social inequities and 
constraints on policymaking in Brazil. He established very high expectations and standards 
for our work, and also became a cherished colleague. We are greatly indebted to him. 

Robert H. Wilson 
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Introduction 

This volume is the product of the third year of a three-year research effort on social policy 
in Brazil. The Policy Research Project (PRP) is concerned with public policy in the context 
of Brazil's recent transition to democracy and its 1988 Constitution, an important landmark 
in the political and administrative decentralization of the country. The participants in the 
PRP' s first two years explored the ramifications of decentralization in individual case 
studies. These studies are presented in Volume I. This second and final volume is an 
attempt to develop more fully the study of several important but untraditional or poorly 
understood policy areas and to synthesize the major findings of the project's early 
participants. 

In four papers, the authors document problems of social exclusion in four policy areas, 
providing policy analysis and, where appropriate, evaluating policy alternatives and 
reforms. Integral to the four studies is a special emphasis on the effects of decentralization 
on policies in the four areas. This volume considers two very different categories of policy. 
The first, which involves job creation and citizenship, is concerned primarily with defining 
the policy agenda in areas in which policy systems are not institutionalized. The second 
category, which includes the more traditional policy areas of public security and housing, 
concentrates on the efficacy and equity of existing policy systems. 

Social Exclusion 

Social exclusion is an underlying theme in this PRP, and its existence, along with many 
other factors, severely hampers effective policymaking in Brazil. The phenomenon 
prevents public policies from being directed at those who need it most, in the country with 
the most inequitable income distribution in the world. For the purposes of this report, 
social exclusion refers to the inability of lower socioeconomic groups to realize the 
economic, political, or social benefits available in Brazilian society. 

At the same time that social exclusion impedes policymaking, it creates tremendous demand 
for effective social policy. Due to the nature of Brazil's concentrated economy and the 
shortcomings of its social-policy delivery systems, more and more Brazilians function in 
the informal economy, lacking even the registration cards which would give them access to 
many standard delivery systems. Thus, there is an ever-growing underclass, and 
intertwined with this phenomenon is a social polarization which some scholars have 
characterized as "social apartheid."

1 

The description of social exclusion is not meant to suggest that these social structures are 
fixed or endemic to Brazil. Brazil is passing through immense changes socially, politically, 
and economically, and such a deterministic characterization is misleading. Moreover, social 
exclusion is not simply the result of policymakers' deliberate choices, but also the result of 
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structural impediments that may or may not be in the (long) process of dissolution. Some 
major policymakers and activists in civil society, of course, work against exclusionary 
forces every day. Yet, the difficulty of organizing coalitions to bridge the exclusionary gap 
created by the fragmentation of political parties and civil-society organizations poses an 
obstacle to progress. Brazil's large fiscal deficit, especially at the state level, and the myriad 
problems of public fmance administration pose another serious obstacle. For these reasons 
and others, social exclusion constitutes a key variable in understanding the policy 
environment of today's Brazil, and there is considerable evidence to back up the concept's 
importance. 

First, there is economic evidence in the imbalance of income distribution, covered in depth 
in Chapter 1. In the 1970s, critics argued that the government's squeezing real wages was 
to blame. Pro-government forces argued that increased income inequality was inevitable in 
an economy characterized by fast growth and a shortage of skilled and educated labor. 

2 

Yet, in the 1980s, growth was marginal and income inequality increased tremendously, as 
hyperinflation helped destroy low-income purchasing power, especially that of the informal 
sector. In this sense, hyperinflation and the policy that accompanied it-indexation
became instruments of social exclusion, because only those excluded from indexation really 
suffered. In 1994, then-Finance Minister Fernando Henrique Cardoso explained, ''The 
government needs superinflation to balance its accounts," although he also said that 
hyperinflation could not continue.

3 
While this example demonstrates how an exclusionary 

situation arose, it is also an example of progress, since President Cardoso's Real Plan has 
brought inflation under control. 

Second, the precarious state of public morality over the last few years has clear 
ramifications in social exclusion. Dr. Vilmar Faria, President Cardoso's adviser for social 
policy, summed up his opinion on the subject: "The Brazilian elite is immoral and 
insensitive."

4 
In part, the problem is related to the economic one: government and business 

leaders who accepted hyperinflation, profited from it, and supported indexation often 
callously ignored the effect it was having on the poor. But the moral question does not end 
there. The investigation and impeachment of Fernando Coll or de Mello for 
misappropriation of funds, the investigation of former President Samey, the Social 
Security scandal, and the current SIV AM

5 
and bank scandals have brought renewed 

attention to the state of honesty at top levels of government and business. These are some 
of the issues that led to the Workers' Party (PT-Partido dos Trabalhadores) basing much 
of its platform on ethics in government. 

Third, evidence of racial inequality provides another insight into the nature of social 
exclusion. Although historically, prominent Brazilians have boasted a "racial democracy," 
some scholars and Afro-Brazilian leaders vehemently disagree. George Reid Andrews's 
study found that while Brazil's racial disparities were lower than that of the United States 
before 1960, they were higher by 1980. Some of the variables examined were regional 
distribution, life expectancy, fertility, median age, vocational distribution, marriage, and 
educational achievement. The chief reasons offered for Brazil's worsening racial disparities 
from 1950 to 1980 were the following: low proportion of blacks migrating out of the 
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impoverished Northeast to the more prosperous Southeast; the nature of Brazil's economic 
growth, which tended to concentrate benefits in the white upper and middle classes; and the 
Brazilian government's lack of public policy aimed at combating racial discrimination, 
viewed in the relative context of the United States government's effort. Inequalities in 
police protection and police persecution also generate evidence of disparities due to skin 
color. The chapter on public security gives a full explanation. Middle-class Afro-Brazilian 
movements' efforts at pressuring the government for antidiscrirnination laws met with 
scattered success at the state level, and almost none at the federal level.

7 

As stated at the beginning of this section, social exclusion has direct impacts on the policy 
areas covered in this chapter. In the area of job creation policy, social exclusion means that 
the problem of the underpaid, underprotected laborer is left ignored, as unemployment 
statistics hide underemployment or more broadly the "underutilization of labor." Here, we 
argue that social exclusion must be confronted directly before effective policymaking can 
even begin to define the job creation agenda in a constructive way. Continuing within the 
current agenda threatens to move Brazil along a path of continued income polarization. 

Income polarization, in turn, and many other factors aggravate the housing policy impasse. 
The housing finance system, perhaps not accurately characterized as a "policy," exacerbates 
the segregation of housing classes by directing benefits to the middle class, not the lower 
class. In Sao Paulo, social exclusion is defined by the fact that some 70 percent of the 
inhabitants live in structurally deficient shelters. While the 1988 Constitution was meant to 
energize state and local governments in this area, the reality has been more of an abdication 
of the federal government's former role in housing policy. No government has filled the 
vacuum to date. 

The lack of jobs and housing in a context of social exclusion contributes to problems facing 
the public security apparatus. Already burdened by the legacies of the military 
government's approach to public security, by the structural organization of the police 
forces, and by difficulties in the implementation of reforms, the public security apparatus 
does not provide equitable service to the Brazilian population. Certain segments of the 
population receive less protection, and particular groups are targeted for police persecution. 

Finally, Brazilian citizenship suffers most directly from social exclusion. Almost by 
definition, the socially excluded are not citizens; in practice, they do not enjoy the rights 
supposedly protected in the constitution. This situation inevitably leads to scholars' claims 
that a "social apartheid" exists in Brazil. Constitutional mandates for obligatory voting have 
little effect on the social schism, as participation does not increase with such measures. 
Decentralization of funds has occurred to some degree, and some states have made 
progress in levels of participation. On the other hand, much of the media blunts citizenship 
by filtering coverage of political and other events. The government has made strides in 
opening up the television industry, but it is not clear that the Globo empire will lose its 
hold. 
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Political and civil-society forces have rallied against social exclusion for some time. In 
recent history, scholars mark 1974 as the year that opposition forces began to break the 
grip of the military regime. Yet politicians, labor leaders, non-governmental activists, and 
others are still confronting a desperate situation today. The PT platform of 1994 states that 
the country is facing ''the greatest crisis that Brazilian history has ever seen."8 A large part 
of this crisis, states PT, is the historical fact of exclusion-in economic, political, social, 
environmental, cultural, and ethical terms.9 Unlike other nations, where revolutions have 
disrupted elite patterns of exclusion, Brazil has always changed through elite 
accommodations, argues PT. Scholars have argued that the same accommodations occurred 
with the democratic transition of the 1980s.10 Thus, social exclusion represents a deeply 
entrenched force in the Brazilian policy environment, one which proponents of effective 
social policy will find exceedingly difficult to remove. 

International Comparisons 

Problems of social exclusion in labor, housing, citizenship, and security policy are 
certainly not unique to Brazil. Accordingly, each of the papers benefits from a comparative 
study of public policy in at least two other nation-states. The authors' purpose in this 
section is two-fold. The policy experiences outside Brazil serve both to put Brazil's 
challenges in perspective and to suggest options available to policymakers in Brazil. In 
addressing policy problems, it is easy to lose sight of the comparable challenges in other 
contexts. It is important to understand the relative extent of any policy inadequacies in these 
areas and to evaluate the relative merits of alternative approaches. 

The authors considered several criteria for the selection of their respective comparative 
cases, including (1) their relevance to particular problems of social exclusion in Brazil, (2) 
the existence of similar government systems, (3) regional or demographic similarities, and 
(4) the availability of research material in the United States. Given these considerations, 
most authors found it useful to look at Mexico because of its comparable size in the region, 
its level of development, and its federal structure. India, while culturally and ethnically 
more disparate from Brazil, was a useful comparison for the same reasons. Some authors 
chose to discuss the South African case for its obvious history of social exclusion and 
recent transition to a fully participatory democracy. The United States context was helpful 
because of its familiarity to the authors, its wealth of documentation, and its federal 
structure. While the use of these cases is not meant to be prescriptive, the authors note 
appropriate models in them which might be helpful to Brazilian policymakers. 

Organization of the Volume 

This report proceeds as follows. Chapter 1 examines problems in the way unemployment 
and underemployment are defined in Brazil, and how they lead policymakers to ignore 
large segments of the job creation problem. Chapter 2 examines the problems of unequal 
protection and targeted persecution, uncovering the factors that contribute to Brazil's 
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tarnished human rights record. Chapter 3 looks at the housing deficit and the deficiencies of 
the housing finance system. Chapter 4 examines the Constitution's aims and shortcomings 
with regard to participation and citizens' rights. This chapter also examines how the media, 
and government regulation of it, curtail effective citizenship and how the government may 
be improving the situation. All chapters draw on international comparisons to illuminate 
their respective policy areas. 

Observations and Conclusions 

In the analysis of each of the four policy areas, some comprehensive and persistent 
obstacles to equitable policymaking arise. The authors, working independently, point to 
five fundamental problems of policy delivery in the post-authoritarian era. 

First, decentralization has provided for more creative experiments in public policy but has 
not necessarily improved its delivery. Significant problems of implementation which 
previously plagued the federal government have devolved upon the states. States are not 
necessarily prepared with appropriate institutional structures which with to manage their 
new responsibilities. Accordingly, implementation problems differ, both in degree and in 
kind, in each of the Brazilian states. It may be that public policy analysis would benefit 
from the same decentralization in order to understand policy delivery in a federal system 
which is by no means homogeneous. 

Second, decentralization has presented new fiscal problems for social policymaking. Just 
as some states were unprepared institutionally, so were they unprepared financially. While 
federal transfers have relieved states of much of the financial burden and have standardized, 
to some extent, the relative capacity of each state to meet its social policy goals, significant 
difficulties exist. 

Third, the authors argue that a fundamental problem of agenda setting exists. In the case of 
job creation and political participation, federal, state, and municipal governments have 
failed to articulate clear policies for what appear to be critical problem areas. In the cases of 
public security and housing, a discussion of the effects policy on the degree of social 
exclusion is not, to any real degree, on the agenda. More fundamentally, it is clear that 
Brazilian policymakers have been hesitant to address the macro-causes of economic, 
political, and social inequity. Many of the problems in the four policy areas stem from a 
more basic inequality which perpetuates the Brazilian policy milieu. 

Fourth, it is unclear that institutional mechanisms are in place which would lead to a more 
comprehensive overhaul of social policy. As Chapter 4 demonstrates, the paths to 
participation in policymaking for the excluded are not clearly marked. Strong interest 
groups and advocates for the excluded have not mobilized to any serious degree. Without 
these voices, policymakers are unlikely to pursue strong equalizing measures. 

Not surprisingly, the transition to democracy has not removed the non-democratic forces in 
social policy. The consolidation of a fully participant and egalitarian state is very much in 
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progress, but still in progress nonetheless. In the areas of employment creation, housing, 
public security, and political participation, elements of social exclusion appear as 
constraints to, and even products of, social policy. Decentralization, while producing 
significant structural changes, has been accompanied by only marginal social reforms. 
Deep, pervasive problems of inequity persist within the various policy delivery systems. 
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Chapter 1. Employment Creation: Setting the Policy Agenda 

David H. Anderson, Paulo Roberto Demeter, Leonardo Mello 

Introduction 

Unemployment is front-and-center on the policy agenda in Brazil. Newspaper headlines, 
public opinion polls and policymakers' statements reveal that unemployment and 
underemployment are two of the chief concerns on the policy agenda.

1 
Dr. Vilmar Faria, 

President Fernando Henrique Cardoso' s advisor on social policy, stated that employment 
was the biggest problem the country will face in the future. Yet, most economists agree that 
unemployment per se is not the problem. Rather, the poor quality of about half of all jobs 
leaves workers without benefits, job security, protection from the law, and often without 
the means to support themselves or their families. These conditions are not captured by the 
Brazilian government's and principal policy actors' definitions and measures of 
unemployment. This chapter examines the way in which the job creation policy agenda is 
framed in Brazil by the key actors-the executive branch, the Congress, the labor unions, 
the industrial groups, and state and local authorities-and suggests that a fundamental 
reorientation is needed before underemployment and job quality can be addressed. We 
suggest that the concept of underutilization of labor would be a better tool to conceive of 
Brazil's job quality problem. 

Beyond brief references to illustrate a point, this chapter does not analyze the job creation 
and job enhancement policies or job delivery systems which abound in Brazil. Rather, our 
focus is the policy agenda, or the framework of attitudes, definitions, and interests that 
form the context of job creation policies. The national training agencies (SEN AI, SEN AC, 
SENAR, SENAT) have decentralized branches that have received international acclaim for 
training in the industrial, commercial, agricultural and transportation sectors. They are job 
creation agencies in that they train workers to perform jobs to which they would not 
ordinarily have access. However, these agencies do not train low-skilled, illiterate, or 
informal sector workers, the chief areas of concern for this chapter. Other programs are 
focused on the informal sector, but they are usually local and isolated, not markedly 
affecting the job creation agenda at the national or state levels. Thus, this chapter seeks to 
go beyond the policies themselves to examine the agenda that led to such policies. 

There are several reasons why unemployment and job creation are key concerns at this 
moment in Brazilian history. The Brazilian government, under the leadership of President 
Cardoso and his administration's Real Plan, has embarked on a program emphasizing 
macroeconomic stability. The program has conquered inflation, which frequently rose to 
four digits in the 1980s and 1990s. Many Brazilians are now waiting for the next step-
decent jobs. In that sense, the focus on unemployment can be interpreted as a consequence 
of economic progress. Socio-politically, Brazilians expect something from the civilian 

9 



democracy that began in the late 1980s with legitimate elections and a new constitution. 
Although the "democracy" is in a state of tumultuous development, Brazilians may have 
more rights now than in the last 30 or more years, and as citizens they are staking claims to 
economic participation as well as political participation. 

But economic participation, like political participation, is still heavily weighted in favor of a 
small minority. By all official accounts, Brazil has the worst income inequality in the world 
among countries with similar levels of development. Brazil's Gini coefficient, a measure of 
inequality based on the shares of population segments in the national income, is one 
indicator of the problem. A Gini measure of 0.0 would represent equality, and 1.0 would 
represent perfect concentration of income. From 197 5 to 1988, Brazil's Gini coefficient 
averaged 0.567, compared to 0.50 in Mexico, 0.51 in Turkey, and 0.45 in the Philippines.

2 

In 1990, Brazil's Gini coefficient reached an unprecedented 0.602.
3 

From 1981to1992, 
Brazil's income ratio of the highest 20 percent of the population to the lowest 20 percent 
averaged 32.1, the largest (most inequitable) ratio of any country among United Nations 
(UN) country data in 1995.

4 
Though there are some inaccuracies in such measures, from 

such causes as income data which do not take informal and rural income into account, 
Brazil's high inequality levels are widely acknowledged, even by government officials.

5 

Thus, to the extent job enhancement means more income for lower-income groups, Brazil's 
extremely unequal distribution of income provides further impetus and urgency to the job 
creation agenda. 

Notes on Income Inequality 

An exhaustive analysis of the reasons behind Brazil's income inequality is beyond the 
scope of this chapter, but a brief outline is necessary in order to understand the current job 
creation policy agenda. Many authors agree that inequality of access to education is the 
most important factor behind the country's income inequality, 

6 
but economic factors such 

as recession, unemployment, and inflation also aggravate income disparity. The latter two 
factors have been shown empirically to have most directly contributed to the inequality 
increase of the 1980s, as shown below. 

In the past, Brazil's job creation agenda has been dominated by the idea that economic 
growth will create jobs and reduce poverty. This position has some empirical support. The 
military regime's high-export, high-growth policy, part of which was the milagre brasileiro 
boom of 1967-1973, reduced poverty temporarily by some measures. In 1970, 49 percent 
of the Brazilian f:>Pulation was below the poverty line; in 1981, only 43 percent was below 
the poverty line. However, the foreign debt incurred by Brazil in order to provide this 
growth caused a balance-of-payments crisis in 1981, which led to increasing 
unemployment, poverty, and hyperinflation in the 1980s. 

The marginal growth experienced by Brazil in the 1980s seems to be of a different character 
from that of the 1970s, and different from the experience of many other countries. In a 
World Bank analysis of nine Latin American countries, Brazil and Peru were the only two 
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countries to have increases in both the gross domestic product and Gini coefficient in the 
1980s.

8 
Economic growth accompanied increased inequality. 

Inflation, specifically hyperinflation, was the chief factor that made growth in the 1980s 
different. Eliana Cardoso et al. conducted an economic regression analysis suggesting a 
strong correlation among inflation, unemployment, and increased inequality of income, 
controlling for levels of education.

9 
The study showed that high inflation increased 

inequality in three ways: indexation, whereby wages and bank accounts are adjusted 
according to past inflation, protected high wages and left low wages to deteriorate; the 
"inflation tax" reduced the disposable income of the middle class, driving them into the 
lower classes; and inflation redistributed assets in favor of the group "better able to play the 
financial markets."

1° Foreshadowing Cardoso's Real Plan, the study concluded, among 
other things, that "anyone concerned with inequality would focus on macroeconomic 
stability as a central policy for increased equality ."

11 
This well-supported train of thought 

currently dominates the national executive branch's approach to economic policy and job 
enhancement. Given this policy context, this chapter's focus on the underutilization of 
labor could be used as a supplement to the already existing emphasis on macroeconomic 
stability, or as a tool for thinking about the next phase of development. 

Unemployment and the Underutilization of Labor 

When conducting public policy analysis, it is crucial first to define the terms and limits of 
the study. The quality, or efficacy, of policy research is directly influenced by the criteria 
and priorities that define or delineate the issue. This activity is particularly important when 
considering the employment policy arena in Brazil. Throughout Latin America, researchers 
seek a definition for the condition of unemployment that accurately encompasses all social 
and political dimensions. Employment scholar Albert Lauterbach, whose employment 
research focuses on Latin America and other Less Developed Countries (LDCs), decries the 
"sometimes exasperating lack of agreement on terms, definitions, and concepts which one 
encounters in this field."

12 
Lauterbach states that the problem is not the absence of statistical 

definitions, but the fact that "it can by no means be taken for granted that the term 
employment as currently used really refers in all cases to the same basic phenomenon."

13 

In Brazil, employment statistics are evaluated on the basis of the "open unemployment" 
concept, which compares the economically active population to the non-economically active 
population. Figures 1.1 and 1.2 outline the definitions and criteria of employment and 
unemployment used by the Brazilian census bureau (FIGBE-Funda~ao Instituto 
Brasileiro de Geografia e Estatistica)

14 
to characterize the employment arena. 

These definitions, which are widely accepted in official terminology throughout LDCs, 
generate considerable debate among various actors who contend that the definitions 
preclude a realistic view of employment conditions. For the great majority of countries with 
social structures similar to Brazil's, it is virtually impossible for a population to remain idle, 
searching or waiting for a paid regular job. People will soon starve to death, because there 
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is no social security system broad enough to protect all the families facing the lack of a 
regular economic occupation. People are therefore forced to accept inadequate and 
insufficient income to provide for at least some of their essential needs. When such 
inadequate employment is considered full occupation, the employment figures are distorted, 
creating the appearance that the unemployment rate is remarkably low. 

I 
I 

Figure 1.1 
Working Definitions 

Total Population 

I 

Active-Age Population 
> 10 years 

I 

l 
Non-Active-Age Population 

< 10 years 

I Economically Active Population I I Non-Economically Active Population 

I 
Occupied Openly Unemployed Non-Occupied Students, 

Population Population Population Housewives, 
Retired, Disabled, 

Pensioners 

I I 
I 
Fully Under- Frictional Beginners Potential 

Occupied occupied and Unemployment-
Turnover Discouraged 

I 
I I l 

Visible Invisible Fully Dissatisfied 
Underemployed Underemployed Underemployed Underemployed 
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Figure 1.2 
Definitions 

TOIAL PQPULATION (TP)-the number of inhabitants of the cmmtry. 
ACTIVE-AGE POPULATION (AAP)-the number of persons 10 or more years old. 
NON-ACTIVE-AGE POPULATIQN (NAAP)-the number of persons less than 10 years old. 
ECONOMICALLY ACTIVE POPULATION (EAP)-the number of persons 10 or more years old, occupied or 

not occupied. 
NON-ECONOMICALLY ACTIVE POPULATION (NEAP)-persons 10 or more years old who, during the 

reference period (one week), were not working, not labeled as occupied, non-occupied or searching for work. 
Generally, students, housewives, retirees, pensioners, disabled and incarcerated persons are classified tlllder this 
category. It is possible that what is described later on as ''potential unemployment-discouraged" should be 
located here, as a subordinate component of the NEAP; however, we opted to locate it as a subordinate of the 
"non-occupied population." This was done only for heuristic purposes and it does not change the essence of the 
FIBGE' s methodology we want to focus on. 

OCCUPIED POPULATION (OP)-persons belonging to the Economically Active Population (EAP) who declared 
that they had some kind of work or economic occupation during the reference period. This includes those 
working in the informal sector. They can be formal employees, share-croppers, landless rural workers, "own
account," self-employed, employers, or seasonal workers. 

FlJL4Y OCQJPJEP (FO)-in this category are included only persons that, as employees, are working protected 
by the existing minimal standards set by the labor legislation (44 hours per week, minimum wage, access to 
social security, health insurance, and unemployment protection); or if they are not employees, persons who 
earn their living as an employer, liberal professional, or autonomous worker, making more than the standing 
minimum wage. 

UNPER-OCCUPIEP POPULATION (UP)-persons belonging to the EAP that do not work the amount of hours 
they desire to, or who do not receive the existing minimum wage, or whose job skills are being tlllderutilized; 
these persons are classified within various categories of tlllderemployment 

VISIBLE UNDEREMPLOYMENT (VU)-persons who work less than 44 homs per week and who want to work 
more. 

INVISIBLE UNDEREMPLOYMENT (IU)-persons who earn less than the minimum wage in exchange for their 
present work. 

FULLY UNDER-EMPLOYED (FU)-persons who are simultaneously working less than 44 hours per week and 
who wish to work more, and are making less than the minimum wage. 

DISSATISFIED UNPEREMPLOYMENT (DU)-persons occupied but dissatisfied with their present job, and 
who were searching for work during the poll's reference period. 

OPENLY !JNEMPLOYEP POPUI.ATION (OU)-persons that were not working but were actively seeking work 
during the reference period. These are the 4.64% appointed as unemployed in Brazil in 1995. 

FRICTIONAL and TURNOVER (F&1}-persons who have already been working and are now without work and 
actively searching for a new job. 

BEGINNERS (B )-people who have never worked and are now searching for their first job. 
NON-OCCUPIED POPULATION (NOP}-persons who were not working and not actively seeking work during 

the reference period. We opted to define this kind of people in a different spot than the NEAP due to the fact 
that they are not typical members of the NEAP, such as students or housewives, and mostly because they are 
not voluntarily not working. 

POTENTIAL QNEMPLOYMENT-DISCOURAGED (P~persons who were not working during the reference 
period and not actively seeking a job due to external conditions or because they feel that there is no job 
available for them. 
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Because these definitions drastically misrepresent the true nature of Brazilian 
unemployment and, as mentioned in the introduction, fail to capture the social dimensions 
that affect employment issues in Brazil, it is necessary to consider new criteria when 
examining unemployment. To fully address the fundamental employment issues, Brazil 
must first reorient its official understanding of employment as a situation in which a person 
is considered employed if he or she reports some kind of work activity during a limited 
reference period, to a situation in which employment is a job or occupation that rewards 
individuals with sufficient monetary or commodity payments to fulfill their most essential 
and basic needs. To achieve this reorientation in the job creation agenda, it is essential to 
introduce the concept of the underutilization of labor, or underemployment, into the official 
employment methodology, and to reconsider the general definition of employment. 

The underutilization of labor encompasses two conditions. The first is a lack of sufficient 
income, whereby even those who are considered fully employed, and receive the official 
monthly minimum wage, cannot purchase basic provisions. The second condition of 
underemployment leaves a large portion of the population working without the benefits of 
labor legislation, such as social security, safety regulations and health protection. 

Inadequate Income 

Without consideration of these conditions, it appears that the unemployment rate in Brazil is 
indeed quite low. Table 1.1 shows the official urban open unemployment rates throughout 
Brazil. The figures are based on several different studies of the metropolitan areas of Rio de 
Janiero, Sao Paulo, Belo Horizonte, Porto Alegre, Salvador, and Recife. 

15
• 

16 
These 

numbers, which should be used only on a time-comparison basis, not as absolute 
indicators of joblessness, demonstrate surprising low unemployment figures. However, 
when one considers the pervasive poverty throughout Brazil, the veracity of these low 
figures appears suspect. 

Table 1.1 
Brazil: Urban Open Unemployment Rate as 

a Percentage of the Labor Force* 

1973 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 

2.6 6.2 7.9 6.3 6.7 7.1 5.3 3.6 3.7 3.8 3.3 4.3 

*Ifwe opt to use FIBGE's Mapa do Mercado de Trabalho no Brasil No. 2 (Rio de Janeiro, 1994), there will 
be national open unemployment rates calculated after PNAD projections. Their findings are: 1981 - 4.3%; 
1983 - 4.9%; 1986 - 2.4%; 1990 - 3.7%. 
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This dichotomy between extremely low unemployment figures and high poverty levels is 
vividly illustrated by an article in the February 2, 1996 Internet edition of Folha de Sao 
Paulo, which reported that "the country's unemployment rate in 1995 was 4 .64 percent, 
less than the 5.06 percent verified in 1994."

17 
This news poses an alarming contrast to 

statistics published in Brazil's report to the United Nations World Summit on Social 
Development that officially classifies 16,577, 166 citizens as indigent, unable to buy a 
standard food basket on a monthly basis.

18 
This report, issued last year, not only 

recognizes this enormous contingent of people without enough income to buy food, but 
also mentions that there are an additional 41,970,326 Brazilians who live in what is 
classified as poverty-people who do not make enough money to satisfy their basic needs 
of shelter, clothing, health care, food, education, or transportation.

19 

These data raise the issue that the quality of jobs is equally as important as the quantity of 
jobs. When considering the number of employed citizens, it is essential to consider the 
wages they are receiving. There is strong evidence that a considerable number of people 
statistically classified as employed live in absolute poverty. This occurs because 52 percent 
of employed workers receive a salary significantly lower than the income needed to 
purchase essential items. 

20 
This inability to purchase essential items is caused by the drastic 

reduction in the purchasing power of the official minimum wage. 
21 

Table 1.2, compiled by Departamento Intersirulical de Estatisticas e Estudos S6cio
Economicos (DIEESE),

22 
demonstrates that workers earning the Brazilian legal minimum 

wage cannot meet basic minimum needs.
23 

From 1990 to 1993, the total monthly minimum 
wage salary, based on a minimum of 220 work hours per month, was barely sufficient to 
purchase food. Other essential goods such as housing, transportation, health care, 
education, and clothing were purchased with the extremely limited remaining income. The 
data demonstrate that at least two monthly minimum-wage salaries are required to meet all 
the needs of a family. 

Work Arrangements 

The next aspect of underemployment is illustrated in the January 17, 1996 edition of the 0 
Estado de Siio Paulo: "Half the number of working Brazilians do not contribute to Social 
Security.',2-1 According to the latest Pesquisa Nacional de Amostra de Domicilios (PNAD) 
poll issued in 1990 by FIBGE, 49.9 percent of all persons who were more than 10 years 
old, and were working at the time of the poll, were not paying social security fees. Almost 
half of the people who were working, were doing so in one of the various forms of 
"informal" work arrangements that are so prevalent in Brazil. 

Therefore, in order to accurately characterize the employment arena, we must also consider 
the quality of the relationship between employer and employee. For those who work 
without an employer, minimal standards must be developed to determine whether the 
individual's occupation can be reasonably accepted as economically and socially 
worthwhile. 
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City 

Belem 

Belo Horizonte 

Brasilia 

Curitiba 

Florianopolis 

Fortaleza 

Joao Pessoa 

Natal 

Porto Alegre 

Recife 

Rio de Janeiro 

Salvador 

Sao Paulo 

Vitoria 

Table 1.2 
Monthly Work Time Required to Buy the 

Minimum Dietary Staple 

Working time 
1990 1991 1992 

204h&2min 162 h & 20 min 175h&25min 

205 h& 7min 157 h & 37 min 180 h & 57 min 

206h& 36min 159 h & 26 min 178h&5min 

212 h &46min 155h&57min 178 h&46min 

207h& 14min 153 h & 1 min 177 h &57min 

171 h &25 min 141h&28 min 167 h& 37min 

176h&38min 141h&37 min 156h & 35 min 

136h& 58 min 153 h & 21 min 

216 h& 22min 159 h & 34 min 188 h&27 min 

184h &25 min 140h& 11 min 157 h & 35 min 

207h&8min 156h&20min 178h&25min 

157 h& 13 min 131h&36min 147 h& 32min 

206h&50min 164 h & 32 min 188 h & 14min 

201 h & 30min 151h&38min 179h&23min 

Source: DIEESE, Anuario dos Trabalhadores (Sao Paulo, 1994). 

Inadequate Definition 

1993 

161 h & 17 min 

163h&15 min 

159 h & 28 min 

167h & 3 min 

171h&57 min 

158 h& 7 min 

147h& 18 min 

142h&34min 

169h & 33 min 

146h& 25 min 

162 h & 24 min 

145 h& 54min 

171 h & 46 min 

167 h &45 min 

The next criteria which must be reconsidered, and which influence many of the elements of 
underutilization of labor, are the basic employment categories. The way in which citizens 
are categorized will vary according to the definition of employment or unemployment. 
Defining an unemployed person as "somebody who is not working and is actively seeking 
work"

25 
fails to answer the subsequent question, "when is somebody actively seeking 

work?"
26 

The act of seeking work involves subjective attitudes that cannot be easily 
measured by static mechanisms of ordinary census interviews. The way the interviewer 
asks the question, the personal feelings of the subject at that moment, and the cultural 
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environment in which each society shapes its moral judgments toward employment 
contribute to the complexity of this question. 

The understanding of unemployment is closely related to the definition of employment. If 
we accept that employment is strictly "a gainful occupation as distinguished from work 
being done for one's own satisfaction or for the care of one's family,"

27 
we immediately 

exclude a considerable number of working people, such as housewives or family members 
in small-scale agricultural economic units, from the employed population. These people 
work, they are not being remunerated directly, and they would most likely indicate that they 
are not actively seeking jobs. Also, according to employment researcher Edmond 
Malinvaud, surveys using this definition "do not count as unemployed all those who are 
not working for gain but only those who are not so working but would like to."

28 

Malinvaud indicates that the employment classification should consider "exactly when 
someone is considered as wishing to work."

29 
The person must be "actively looking for a 

job"
30 

and objective parameters should be defined to evaluate the activity of the search. 
Malinvaud indicates that the individual acts of "visiting a potential employer, writing a letter 
of application or inquiring at a labor exchange office"

31 
are acceptable guidelines. It must 

also be recognized, as Andy Beharrell states, that "an individual's decision as to whether to 
supply his labor services will depend to a great extent on the wages that are offered."

32 
The 

same wage will be received differently by a young single man recently unemployed than by 
a family head in his late 40s who has been seeking a job for more than a year. 

Other constraints that affect the character of the employment data garnered through surveys 
include the reference period during which a job search is conducted and the job sources 
(newspaper ads) or sites (government job-placement agencies) considered acceptable for 
job searches. Further, the unemployment rate is commonly calculated by observing the size 
of the labor force, which can also lead to inaccurate conclusions: 

[Because] low rates of labor force participation are the result of a belief that 
employment is not available, and that a search for employment would therefore be 
fruitless, many who are potentially part of the labor force will not be counted as 
such simply because they did not actively seek employment during the specified 

~ . d 33 re1erence peno . 

When individuals exhaust their job search, they are inaccurately categorized not as 
unemployed, but rather as a unit of the non-economically active population. In reality, 
people cannot simply choose to remain idle, waiting for a good job. The population must 
be doing something to meet basic life needs. 

The subjectivity of these definitions generates considerable statistical variations among the 
different organizations that track employment data. The different unemployment figures 
presented by the official FIBGE-PNAD (5.09 percent) and the Fwula9iio SEADE-DIEESE 
(13.2 percentt demonstrate that different methodologies produce different results for the 
same issue.35 

For example, SEADE-DIEESE considers a longer job-search period than 
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FIBGE-PNAD does in its surveys, and both institutions employ different definitions for 
their effectively unemployed classifications. 

This variability illustrates many of the questions that must be addressed when considering 
employment issues. Because a sizable portion of occupied Brazilians live below the poverty 
line and because employment classifications are so narrowly and inappropriately delineated, 
employment definitions must be reoriented. Everyone who is able to work, who is 
working, or who is not working but wishes to, and who is not making a given minimum 
amount of income, should be considered unemployed, even when he or she has an 
occupation or formal employment. Even if a person is "working," their monetary reward, 
working and/or living conditions, and even physical output can be so low, precarious, and 
irrelevant that it is impossible to consider this person employed. Figures 1.3 and 1.4 and 
Table 1.3 illustrate some of the contradictions and inequalities that emerge when 
employment analysis is conducted according to the official employment definitions. 

As this section demonstrates, the open unemployment concept is inadequate for Brazil. 
Using the works of Juan J. Buttari,

36 
Peter Gregory,

37 
Lidia R. Ellias,

38 
and others as a 

springboard, we support new trends of investigation to adequately address the problem of 
unemployment. These investigations emphasize issues such as creating less arbitrary 
distinctions between rural and urban classifications, implementing more objective criteria to 
define who is inside or outside the Economically Active Population (EAP), and clarifying 
which activities should be accepted as employment and which can only be considered 
survival occupations. The only way to capture the true dimensions of the unemployment 
problem in Brazil is to consider not only those currently classified as "open unemployed," 
but also everyone else under the existing labels of "visible," "invisible," "fully," and 
"dissatisfied" underemployed, and those who might be classified as "potential 
unemployed." These are all forms of underutilization of labor. 

There is an increasing realization throughout the developing world that dealing with 
underemployment and underutilization of labor is a central requirement for successful 
modernization. Some researchers indicate that ''there has been in nearly all developing 
nations, precedent to any important efforts at modernization, a sleeping giant called under
utilization oflabor,"

39 
and: 

that the most visible dimension of the under-utilization of labor in developing 
countries, namely open unemployment in the modern sector, is but the tip of an 
iceberg resting on a stratum of underemployment outside the modern sector.

40 

The Relat6rio Nacional Brasileiro presented to the World Summit on Social Development is 
evidence that the Brazilian government is increasingly aware that open unemployment is not 
the country's key labor market problem. The report also recognizes that there is an 
increasing degree of informality within working relations, high turnover, and serious 
problems in the quality of occupations. In fact, the report credits the informal sector with 
keeping the open unemployment rate down for the past 15 years. As the country 
experienced the debt crisis, recession, and hyperinflation, the informal sector provided a 
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buffer for-and was a symptom of.-the underutilization of labor. The next section of this 
chapter will analyze the informal sector of the Brazilian labor force and the degree to which 
this phenomenon influences the underutilization of labor. 

Figure 1.3 
Brazil, 1990: Urban Population 

Total Population (TP) 
Active-Age Population (AAP) 
Non-Economically Active Population (NEAP) 
Economically Active Population (EAP) 
Occupied Population (OP) 
Open Unemployment= EAP - OP 

Occupied Population 

Employed 
Registered "Carteira assinada" 
Unregistered "Sem carteira" 
Without declaration 

Self ~mployed 
Employers 
Non-remunerated 
Without declaration 

147,304,614 
113,629,325 
49,161,344 
64,467,981 
62,100,499 

2,367 ,482 = 3.67% of EAP 

62,100,499 

40,175,322 
23,629,126 
16,545,720 

476 
14,092,280 
2,852,745 
4,979,913 

239 

Employed Population 

Unregistered 
''Sem carteira" 

41% 

Source: FIBGE, Trabalho no Brasil, vol. 2 (Rio de Janeiro, 1993). 

19 

59% 

Registered 
"Carteira assinada" 



Figure 1.4 
Brazil, 1990: Occupied Population 

Occupied Population 

Less than or equal to 112 Minimum Wage 
More than 1/2 and less than 1 Minimum Wage 
More than 1 and less than 2 Minimum Wages 
More than 2 and less than 3 Minimum Wages 
More than 3 and and less than 5 Minimum Wages 
More than 5 and less than 10 Minimum Wages 
More than 10 and less than 20 Minimum Wages 
More than 20 Minimum Wages 
Without earnings 
Without declaration 

62,100,499 

4,987,270 
10,355,475 
12,708,555 
7,013,486 
9,538,824 
7,000,368 
3,246,077 
1,657,666 
5,206,206 

386,572 

Earnings within Occupied Population 

9% 

. . ..... . . ...... . . . . . . ... . .. . . . . . . . . . . . . . . . . . . . . . . . .... .. . 
27% 

.. .... ... . . . ... . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . ...... . . . . . . . . . . . . . . ... . . . . . . . . . . . . . . . . . .... . . . . . . . . . . . 

Less than or equal to 3 Minimum Wages 
More than 3 and less than or 10 Minimum Wages 
More than 10 Minimum Wages 
Without earnings or declaration 

Source: FIBGE, Trabalho no Brasil, vol. 2 (Rio de Janeiro, 1993). 
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. . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. ... . 

35,064,786 
16,539,192 
4,903,743 
5,592,778 

100.00% 

56% 

8.03 
16.68 
20.46 
11.29 
15.36 
11.27 
5.23 
2.67 
8.38 
0.62 

56% 
27% 

8% 
9% 



Table 1.3 
Brazil, 1990: Employment Population 

Employed Population 

Less than or 1/2 Minimum Wage 
More than 1/2 and less than 1 Minimum Wage 
More than 1 and less than 2 Minimum Wages 
More than 2 and less than 3 Mi.Dimum Wages 
More than 3 and less than 5 Minimum Wages 
More than 5 and less than 10 Minimum Wages 
More than 10 and less than 20 Minimum Wages 
More than 20 Minimum Wages 
Without earnings 
Without declaration 

Registered Workers - "Carteira assinada" 

Less than or 1/2 Minimum Wage 
More than 1/2 and less than 1 Minimum Wage 
More than 1 and less than 2 Minimum Wages 
More than 2 and less than 3 Minimum Wages 
More than 3 and less than 5 Minimum Wages 
More than 5 and less than 10 Minimum Wages 
More than 10 and less than 20 Minimum Wages 
More than 20 Minimum Wages 
Without earnings 
Without declaration 

Occupied Population 

Paying Social Security 
Not paying Social Security 
Without declaration 

Source: FIBGE, Trabalho no Brasil, vol. 2 (Rio de Janeiro, 1993). 
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40,175,322 

2,875,057 
7,996,059 
9,483,085 
5,312,020 
6,523,537 
4,752,986 
2,051,588 

865,254 
136,790 
178,946 

23,629,126 

200,541 
2,890,078 
5,658,771 
3,988,535 
4,941,464 
3,618,634 
1,570,125 

657,669 
415 

102,894 

62,100,499 

30,908,166 
31,189,122 

3,211 

100% 

7.16% 
19.90% 
23.60% 
13.22% 
16.24% 
11.83% 
5.11% 
2.15% 
0.34% 
0.45% 

99.99% 

0.85% 
12.23% 
23.95% 
16.88% 
20.91% 
15.31 % 
6.64% 
2.78% 
0.00% 
0.44% 

100.00% 

49.77% 
50.22% 

0.01% 



The Informal Sector 

The purpose of this section is to establish a definition for the concept of the informal sector 
that will be used throughout this chapter to narrow the topic, delineate the focus of the 
chapter, and develop an understanding of the problem and its size. 

41 
In order to support the 

arguments that are raised here, it is necessary to refer not only to theoretical definitions and 
discussions, but also to view them in the context of the historical process and 
characteristics of Brazil. 

The term informal sector has meaning only in reference to the definition and concept of the 
formal sector. These terms first appeared in relation to Third World (or LDC) economic 
development models that emerged in the 1930s and peaked between 1950 and 1980. 
Because these models could not address the entire populations of the countries to which 
they were applied, some sectors were excluded from analysis. Castells and Portes 
characterized the relationships that developed out of this process as follows: 

The informal economy is thus not an individual condition but a process of income
generation characterized by one central feature: it is unregulated by the institutions 
of society, in a legal social environment in which similar activities are regulated.
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The definition of Castells and Portes shows only the legal side of the informal sector, since 
it emphasizes the process of production in relation to the legal constraints. These same 
constraints also emerge in relation to the economic and social dimensions of economic 
development, which will be discussed later in this chapter. 

Between 1950 and 1974, the Brazilian economy experienced the fastest economic growth 
in its history. The government implemented a series of policies to enhance the economic 
environment of the country, taking advantage of low international loan rates and the 
stability of the international economy. Some of the most well-known policies were the 
massive investments in infrastructure-highways, telecommunications, mining, electric 
energy, and oil-and the creation of the steel industry, which promoted the general growth 
of the secondary sector and, in particular, the automobile industry. 

Key government economists promoted the policy that economic development would 
automatically bring social improvements and better standards of living to the entire 
population. The idea was to make the country wealthy and, afterwards, to share this wealth 
among the population. In order to accomplish this goal, all economic development activities 
were granted entirely to the autonomous authority of the fmance and planning ministers. 

As a result of this approach, Brazil grew faster than any other Latin American country, and 
successfully avoided the recession that struck other Latin American countries after the oil 
crisis and the external loan increase in the late 70s. Although the Brazilian economy grew 
rapidly, social indicators did not improve at the same pace, leaving a large number of 
people untouched by all the benefits of economic development. 
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This growth was internally promoted by several demographic and technological 
dimensions. Demographically, industrialization fueled the massive rural-urban migration 
that occurred during the 40 years between 1940 and 1980.

43 
Table 1.4 shows that the urban 

population grew to 68 percent of the total population in 1980 from 31percentin1940. 
Brazilian industrialization was made possible by this influx of people into the urban 
centers, lured by the jobs provided by these new industries. By comparison, this same 
degree of rural-urban migration in the United States took place over a period of 80 years, 
from 1870 to 1950.
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Table 1.4 
Brazil: Urban Population 

Year 

Urban Percentage 
of Total Population 

1940 

31 

1950 

36 

Source: Sinopse Preliminar do Censo Demografico, 1991, Brasil. 

1980 

68 

1991 

75 

There were other factors that reinforced this rural exodus, such as the lack of agrarian 
reform to encourage stability among small-property, rural workers; the increasing 
agricultural modernization which replaced workers with machines; and the import
substitution policy which promoted the change from traditional labor-intensive crops to less 
labor-intensive ones that were more profitable in the external market. 

Although the industrial policy improved the general economic environment of Brazil, it 
failed to bring better standards of living to the entire population. In fact, it brought 
increased income concentration and rampant poverty and misery throughout the country, as 
a great nwnber of people were excluded from this development, becoming either landless 
(in the countryside) or forced to live in slums (in urban areas). These conditions allowed 
the informal sector to flourish alongside the growing formal sector. 

Economic theory states that there is always a place for informal activities in a market 
economy. This "disguised unemployment," as it is also called, will always have a place in a 
capitalist society. An informal sector will develop to allow the unemployed and excluded 
population to find work that, though it is illegal and under-utilizes their capacity, enables 
this sector to meet minimal economic needs. 

These activities will be conducted in the empty spaces, or interstices, that formal enterprises 
do not occupy. These empty spaces will be in the non-modem sector, rather than the 
modem one, and will be in the areas in which corporate capital cannot make profits. For 
those who must work outside of the formal and legal sector, who have no other option for 
survival, what appears unprofitable for one, can be a way of living for others. 
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Informal activities are characterized by a high utilization of labor-intensive human capital 
and a lack of technology, creating a highly adaptable, low-skilled labor-force. Informal 
occupations are often the first jobs for many people, making this sector the most 
widespread training course in the country. Minimal capital investment and low productivity 
rates make informal costs of production significantly lower than those of the formal sector. 
Informally produced products are cheaper than formally produced ones, making products 
available to the entire society at a much reduced rate. 

The informal sector, by absorbing the low-skilled, non-modem, non-industrial, excluded 
sector of the population, creates the appearance of a fully occupied population and hides the 
perception of social conflicts. The government, which does not consider the quality of this 
labor, uses this appearance of low open unemployment to contend that there is no 
employment problem in the country. The population of the informal sector, regardless of its 
ability to meet basic standards of living, will not be the target of social policies until the 
urgency of its underutilization becomes visible or politically important. The formal sector, 
on the other hand, continues its industrial, modem consumption patterns only through the 
perpetuation of the informal sector. 

Theoretical analyses of the relationship between the formal and informal sectors contend 
that when the formal economy grows, the informal economy tends to shrink, and 
conversely, as the formal sector shrinks, the informal sector tends to grow, absorbing the 
layoffs. This pattern seems to be a "natural" tendency of a modern economy. According to 
Castells and Portes, this relationship can be described in the following way: 

Any change in the institutional boundaries of regulation of economic activities 
produces a parallel realignment of the formal-informal relationship. In fact, it is 
because there is a formal economy (i.e., an institutional framework of economic 
activity) that we can speak of an "informal" one.
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This theory, however, does not apply to Brazil. As the formal economy increased, so did 
the informal sector. Table 1.5 shows the changes in the Brazilian economic activity profile 
by production sector from 1950 to 1990, demonstrating that throughout this period of 
growth, the informal sector continued to be particularly important. 

The share of each sector in the GDP is also an important reference in this comparison. 
From 1950 to 1980, the primary sector, comprised primarily of agriculture, decreased from 
24 percent to 10 percent as a share of the GDP; the secondary sector, industrial activities, 
increased from 24 percent to 34 percent; and the tertiary sector, made up of commerce and 
banking functions, increased slightly from 52 percent to 56 percent. Despite increases in 
the formal secondary and tertiary sectors, the labor force of the informal sector remained 
relatively constant with a very slight decrease from 48.3 percent of the labor force in 1950 
to 44.5 percent in 1980.

46 
These data demonstrate that even though Brazil became 

increasingly industrialized, a large portion of the population was excluded from this 
growth. Further, despite an increased GDP per capita from 1940 to 1980, the share of 

24 



national income held by the poorest 50 percent of the population declined and the income 
distribution worsened, as illustrated in Table 1.6. 

Table 1.5 
Brazil: Economically Active Population by 

Sector of Activity, 1950-1980 

Year 
Sector* 1950 1960 1970 1980 
Agriculture 60% 54% 44% 30% 
Industry 14% 13% 18% 24% 
Services 26% 33% 38% 46% 
Informal Sector NA 48% NA 45% 

Source: FIBGE, adapted by Desep/CUT. ** 

*Values by percentage of total EAP. 

1989 

22% 

23% 

55% 

NA 

**If we opt to use FIBGE's Mapa do Mercado de Trabalho no Brasil, vol. 2 (Rio de Janeiro, 1994), there 
will be national open unemployment rates calculated after PNAD projections. Their findings are: 1981 -
4.3%; 1983 - 4.9%; 1986 - 2.4%; 1990 - 3.7%. 

Table 1.6 
Brazil: Income Distribution 

Year 1960 1970 1980 
50% poorest 17.4% 14.9% 14.2% 
10% richest 39.6% 46.7% 47.9% 
Gini Coefficient 0.497 0.565 0.590 

Source: Sinopse Preliminar do Censo Demografico, 1991, Brasil. 

Today, the discussion of how to maintain economic growth but change this employment 
profile creates a variety of problems. Because the country reached this point of economic 
development with the help of a large informal sector, it follows that this informal sector is 
neither an accident nor a deficiency of the market economy, but rather a central part of this 
model. According to Castells and Portes (1989): "From this perspective, the informal 
economy is not a marginal phenomenon for charitable research, but a fundamental politic
economic process at the core of many societies." They add that "the informal sector is not 
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an euphemism for poverty. It is a specific form of relationship of production, while poverty 
is an attribute linked to the process of distribution." From this perspective, it is easy to 
understand why the Gini coefficient worsened during this period of growth. 

The informal sector has three effects on society that are particularly salient to a discussion 
of the employment agenda in Brazil: 

1. The undeclared labor force that exists outside labor regulations operates in an 
environment in which its social rights are neither considered nor ensured. 

2. Working conditions do not follow safety- and health-standard regulations. 

3. Business administration is often illegitimate, resulting in delinquency of 
corporate tax-payers. 

Due to the fact that the informal sector exists as an essential part of Brazilian history and 
plays an important role in the development of the country, it influences significant issues 
such as income distribution, job creation, and citizenship. The next section of this chapter 
will focus on new employment-policy approaches to ameliorate the condition of informal 
sector workers. These approaches represent not only proposals for new employment 
standards, but also an attempt to influence the employment agenda which the government 
considers, at this point, solved. 

Agenda in Brazil 

Although inflation has dominated the Brazilian socio-economic agenda since 1980, 
employment issues have from time to time captured the attention of political leaders and 
policymakers. When the 1981-1983 debt crisis hit Brazil, the labor force was already in 
flux. Decreasing population growth rates, a massive rural-urban migration, and a steadily 
aging labor market limited the capacity of the industrial sector to absorb all the job seekers. 
Table 1. 7 shows the degree to which the different economic sectors increased or decreased 
man-power utilization from 1985 to 1990. In this period, industry-related activities 
remained relatively stable, changing from 22.14 percent to 22.70 percent, while service
sector activities increased from 46.05 to 51.70 percent.
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According to the Programa Regional del Empleo para America Latina y el Caribe 
(PREALC), the "crisis initially pushed open unemployment up to levels that were almost 
twice the historical levels."

48 
After the crisis the open unemployment rates slowly receded to 

their pre-crisis levels. However, while there was a 26 percent decrease in the industrial 
sector labor share from 1989 to 1995, the urban informal sector, which increased 
noticeably as a result of the crisis, did not recede.

49 
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Table 1.7 
Percentage of Occupied Population by Economic Sector, 

Brazil, 1985-1990 

Sector 1985 1986 1987 1988 1989 

Agriculture 28.53 25.85 24.59 24.24 23.15 
Transformation Industry 14.74 16.21 15.69 15.30 15.92 
Building Industry 5.82 6.47 6.64 6.34 6.25 
Other Industrial Activities 1.58 1.48 1.49 1.70 1.53 
Merchandise Commerce 10.92 11.28 11.59 11.56 12.27 
Services 16.63 16.60 17.60 17.56 17.61 
Economic Activities & Auxiliary Services 2.69 2.83 2.88 3.14 3.19 
Transportation & Communication 3.60 3.59 3.76 3.76 3.75 
Social 7.80 8.21 8.11 8.74 8.70 
Public Administration 4.41 4.66 4.67 4.85 4.74 
Other Activities 3.28 2.82 2.98 2.81 2.89 

Total 100 100 100 100 100 

Population (in millions) 53.2 55.4 57.4 58.7 60.6 

Source: DIEESE, Anuario dos Trabalhadores (Sao Paulo, 1994), p. 75. 

1990 

22.83 
15.15 
6.16 
1.39 

12.84 
17.93 
3.26 
3.93 
8.72 
5.02 
2.76 
100 

62.l 

Currently, with the Plano Real garnering initial success at curbing inflation and promoting 
economic stability, unemployment and the concept of labor underutilization are gaining a 
foothold in the national agenda Public actors are increasingly recognizing that the 
country's capacity to offer jobs is inferior to GDP growth. In the 1970s, each percentage 
increase in the GDP created a 0.4 percent increase in employment. In the 1993-1995 
period, however, each increased GDP percentage point increased employment by only 0.13 
percent.50 In the first ten months of 1995, the GDP increased 4 percent, while the occupied 
population grew by only 1.63 percent.

51 
Activities in the automobile industry vividly 

illustrate this decline: over the past 5 years, vehicle production increased more than 78 
percent, yet car manufacturers cut positions by 20 percent.

52 
Economic growth occurs, but 

job offerings are decreasing. 

Although policy actors now acknowledge that economic growth without corresponding 
employment growth is indeed a problem, there is little consensus for a solution. In fact, the 
basic causes and characteristics of underemployment are the subject of much debate. The 
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two primary approaches to underemployment, the "right to work" and the "competitive" 
approach, propose different policy mechanisms to solve the problem. 

Right to Work 

The social justice, or "right to work" framework, in which labor underutilization is 
considered a social as well as an economic problem, contends that citizens have a right to 
work, and that the state has an obligation to address the issue. Promoters of this approac~ 
primarily the urban and rural labor unions and progressive political parties, contend that the 
current labor structures perpetuate social exclusion by reinforcing the mechanisms that 
engender poverty. To alleviate the exclusion and poverty facilitated by the precarious 
working relations, supporters emphasize the importance of the quality of jobs throughout 
the workforce. They point out that income distribution was not fair even during the era of 
high economic growth. Although economic growth created jobs, wages for the new jobs 
were low; public funds were diverted to non-priority, capital-intensive projects such as the 
nuclear program; and labor-intensive, small-scale farmers did not have access to low 
interest-rate credits. "Right to work" supporters also argue that while 10 percent of the 
country's wealthy population secures almost half of the national income (48.1 percent), the 
poorest 50 percent has access to only 12 percent of the national income, demonstrating that 
a sizable portion of the population is not being adequately remunerated.
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The right-to-work framework also considers the problem of child labor. Almost 17 percent 
(16.9) of Brazilian children 10 to 14 years old already work in order to supplement their 
parents' monthly income.

54 
As illustrated in earlier sections, endemic underemployment and 

a worthless minimum wage render many adults' incomes insufficient to meet a household's 
basic needs. "Right to work" supporters argue that stronger education policies to keep 
children in school (school meals, uniforms) would alleviate some labor market pressures 
by reducing the number of people seeking jobs. This would also grant parents greater 
bargaining power in negotiations with employers. 

This right-to-work approach forces the government to view employment as a right that 
must be recognized, protected, and actively promoted. To achieve this, organized civil 
society must participate in the agenda formulation, decisionmaking process, 
implementation, and evaluation of labor policies. The public must be involved in programs 
such as public infrastructure development to support private investments, government 
concessions for fiscal subsidies, bank credits or purchasing preferences, and government 
aid to impoverished areas. These same programs must be implemented in a way that creates 
more and better-paying jobs and that respects labor regulations. Without this important 
ingredient of popular participation in labor policy development, the traditional Brazilian 
pattern of "top-down" imposed public policies will prevail and almost certainly will be 
appropriated by ruling elites. This tendency was illustrated by the federal rescue programs 
to alleviate poverty in the Northeast's sugar cane and cocoa plantations. Large landowners, 
with greater power and influence over government decisions, controlled the rescue 
allocations and appropriated the greatest benefits toward their own activities. 
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The Competitive Approach-Custo Brasil 

The economic, or competitive, approach to job creation casts labor as a necessary 
productive input to realize economic output. Commercial, industrial, agricultural, and 
financial stability and growth are contingent upon, and in tum promote, a healthy, 
productive labor force. By implementing public policies that facilitate a supportive, globally 
competitive market economy with high production-investment levels, the government can 
directly tie the factors of labor to economic growth. 

President Fernando Henrique Cardoso's reform program is an essential ingredient for this 
approach. The two components of the program, ending state monopolies in areas like 
energy, telecommunications, ports, roads, and railways, and implementing fundamental 
administrative restructuring including new social security and tax codes, are considered 
necessary conditions to attract foreign investments, stimulate the Brazilian economy, and 
generate new job positions. 

The connection between reformed economic growth and job creation is supported within 
the government and business communities. For example, Moreira Ferreira, President of 
FIESP, the largest industry-owners association, stated that constitutional reforms, such as 
the revised tax code, are undeniably connected to the country's unemployment crisis.

55 
The 

coordinator of Funda~iio GetUlio Vargas's Programa de Estados e Municipios indicates that 
Brazil must create 2.5 million new jobs each year to absorb the new labor market entrants. 
These new jobs are contingent upon an annual investment rate of 25 percent rather than the 
current 16 percent. Cardoso's proposed tax incentives and reduced labor-market 
regulations would indeed facilitate this increase.

56 
The business community also supports 

Cardoso's proposal to reduce payroll taxes and other labor legislation which reportedly 
place an excessive burden on employers. Business leaders indicate that this Custo Brasil, 
or "Brazil cost," discourages them from hiring additional laborers. 

Tax Collection System 

In 1995, taxes and duties generated 30.7 percent of Brazil's GDP. Although this revenue 
level is comparable to other industrialized countries, the financial burden is ineffectively 
distributed throughout the different economic sectors. According to Everardo Maciel, 
Secretario da Receita Federal, the corporate income tax is applied to only 750,000 of the 3 
million existing enterprises in Brazil, of which only 500 provide 52 percent of the total 
revenues. Maciel also indicates that for every R$ l .OO of federal taxes paid, R$0. 70 are 
diverted by tax evaders.

57 
To respond to this evasion, past administrations have increased 

overall tax rates rather than improved collection mechanisms. Tax-evading enterprises gain 
an unfair competitive advantage over the law-abiding enterprises that bear increasing tax 
burdens. 

Labor Legislation 

President Cardoso recently appointed Paulo Paiva, Minister of Labor, to negotiate a pact 
between the federal government, businesses, and trade unions to improve employment 
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generation.
58

'
59 

These actors are currently negotiating concrete proposals in the following 
areas: 

Reducing Payroll Taxes 

The debate over payroll taxes revolves around the question of encargos trabalhistas, or the 
acceptable amount of labor costs an employer must bear on behalf of his or her employees. 
Labor costs take the form of payroll taxes, which are payments employers must pay based 
on the total number of employees and total wages. Payments are broken down into three 
components: payments for time worked, payments for time not worked (weekends and 
holidays), and payments for social benefits such as social security and insurance. Opinions 
over the level of burden employers must bear for each of these components varies from 
group to group. For example, employers believe that the Fundo de Garantia por Tempo de 
Servifo (FGTS), a social benefit payment, is an undue obligation that prevents them from 
hiring additional workers. Labor unions, on the other hand, believe it is an important social 
protection and should be preserved or very cautiously modified. 
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One of the biggest stumbling blocks in this debate is clarifying the basis for calculating the 
total encargos trabalhistas. Some researchers indicate that the encargos trabalhistas are all 
payments, and that employers must pay for time not worked and social benefits. This base 
makes the additional labor costs 101.99 percent of actual wage. Other researchers consider 
encargos trabalhistas to be only the amount of taxes paid directly to the government. Using 
this method, employers are only paying an additional 35.80 percent of total wages paid. 
Still others indicate that encargos trabalhistas can only be considered those payments that 

61 reach the worker pockets. 

Regardless of the different interpretations of the degree of labor costs, all proponents of the 
Custo Brazil approach support reducing the overall payroll-tax rates or implementing more 
effective collection procedures. To achieve this, the Ministry of Labor issued a proposal to 
increase flexibility in providing 12 of the 34 constitutional social-rights payments that are 
provided through payroll taxes. Employers contend that compliance measures regulating 
these payments inflict undue financial burden on them. The proposed flexibility allows 
employers and workers to negotiate the mechanisms that provide workers' rights payments 
according to the needs of their organization and of the employees (Acordos Coletivos de 
Trabalho).

62 
In early 1996, Forfa Sindical and industrialists in Sao Paulo negotiated a 

temporary labor contract with reduced payroll taxes based on this proposal. The agreement 
was overruled by the Labor Courts (Justifa do Trabalho ), because it did not comply with 
existing legislation. 

63 
CUT opposed this proposal, indicating that it destroys decades of 

struggles to improve workers' rights. Instead, CUT initiated a national campaign to curtail 
child labor and overtime work, increase government sponsored job-training and retraining 
programs, reduce the work week to 40 hours, and increase government programs for 
agrarian reform. 
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Reduction of the Admission and Layoff Costs 

Currently, when an employee is laid off, his or her employer must pay a 40 percent fine 
over and above the employee's FGTS deposits. CUT considers this fine a valuable job
security provision. Businesses consider it an obstacle to new hiring. Forfa Sindical 
proposed measures to increase the flexibility of this provision by including it with other 
workers rights in a package such as A viso Previo. 

65 
The temporary job contract is 

considered the preferential tool to remove existing hiring and layoff constraints. 

Working Week Flexibility 

This proposal considers both work hours per week and the distribution of these hours 
during the week. Weekly work hours may vary from week to week, but at the end of a 1-
year period, average weekly work hours should not exceed 44 hours.

66 
Businesses are also 

targeting provisions for paid weekends (repouso semanal remunerado), indicating that this 
provision comprises 18.91 percent of payrolls. 

Remarks 

The business community overwhelmingly supports the Custo Brasil approach. By reducing 
their tax burden and decreasing labor regulations, businesses can reduce their total 
production costs and anticipate increased market growth. This growth, however, is 
curtailed by the influx of import goods which offers the same products to Brazilians at 
lower prices. To compete in this new environment, Brazilian businesses must improve 
productivity and managerial methods. The business sector is still debating whether market 
growth should be achieved through decreased production costs or increased productivity. 

It is important to point out that the business community is resisting some efforts to open 
Brazilian markets to foreign investors.

67 
Toy and shoe makers, for example, complain that 

they are laying off thousands of workers because they are losing both external and internal 
markets to foreign importers. They indicate that Brazilian legal and labor regulations make 
their products significantly more expensive than imports. Other sectors claim that high 
interest rates pose the largest obstacle to increased investment levels. Some firms postpone 
investments because credit is too expensive, or they invest in public bonds rather than 
opening new factories. FIESP, the organization that endorses the temporary job contract, 
opposes high interest rates, indicating both scenarios will reduce employment levels.
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The International Agenda 

In this section, job-creation agendas from multilateral institutions, Mexico, and Peru are 
brought to bear on the Brazilian situation. The usefulness of this exercise is twofold: it 
helps explain the Brazilian agenda better by providing context, and it helps to identify new 
potential directions for the Brazilian job-creation agenda. Many other countries, especially 
Brazil's neighbors in Latin America, have gone through rigorous adjustment programs in 
the wake of the 1982 debt crisis, and thus have had to deal with the massive unemployment 
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initially caused by such programs. While Brazil has not gone through the economic "shock 
therapy" of many other Latin American countries, the majority of Brazilians paid for the 
debt-and the fiscal deficit-through chronically high inflation. Inflation, in turn, has 
increased income inequality and worsened conditions in the labor market (see ''Notes on 
Income Inequality" on p. 10). 

Multilateral institutions, including the World Bank. the United Nations, the Organization 
for Economic Cooperation and Development (OECD), and the Inter-American Development 
Bank (IDB), have paid increasing attention to the problem of job creation within the 
economic adjustment and integration framework. Perhaps the most important representation 
of this emphasis was the World Bank's choice of topic for its World Development Report 
1995-Workers in an Integrating World. Moreover, from the multilaterals' perspective, 
Brazil's economic situation carries strategic importance, as IDB President Enrique Iglesias 
explained: "A powerful Brazil-which represents 40 percent of the [Latin American] 
economy-developing with stability and with a strong vocation for integration, will be 
driving the future of Latin America: this is an element of which we have yet to measure the 
full significance."
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Among all the institutions, but especially at the United Nations, there is 

a growing concern about the insufficiency of mere economic adjustment in promoting 
development. Brazil holds an especially important place in this international agenda shift. 

The World Bank advocates export promotion and macroeconomic stability, as it has done 
for many years, but now reports that there is a place for direct government spending in job 
creation policy-as Ion~ as it is well targeted on those who most need it and tied to long
term economic growth. Yet, there is a problem with conventional labor policy-it reaches 
only 45 percent of the labor force in middle-income countries (almost all of Latin America), 
those workers who are in the formal sector.

71 
The key, says the Bank, is to "complement 

[private] community arrangements" throu~ "public action," improving the lot of informal 
workers by improving their environment. The World Bank argues that public works 
programs are especially useful in providing income security to informal-sector, able-bodied 
workers in times of recession or the rural off-season, periods especially relevant to the 
Brazilian case. Some Brazilian communities have made advances in informal job creation, 
but government support is scarce. 

The World Bank perceives government intervention in job creation to be a safety net more 
than anything else. The central job-creation message is the promotion of fast-growing 
export industries: ''Where exports have risen fast, so have real wages by an average of 3 
percent a year."

73 
This focus is only logical given the Bank's interest in countries' paying 

off their international loans. Nevertheless, the Bank's emphasis on the informal sector and 
community participation may signal a willingness on its part to fund these types of projects. 
If such a trend exists, and it is probably too early to say at this point, it could mean 
international financing of such projects in Brazil. This new factor would weaken the strict 
fiscal-discipline argument that the funds simply do not exist for such projects, not to 
mention the fact that many of Brazil's subsidies go to the middle class and the rich rather 
than to the poor. 
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However, in order to channel such international loans effectively, the Brazilian job-creation 
policy agenda would have to move its focus to the informal sector and community levels. 
Historically, and in many countries, one problem has been that these are sectors without 
adequate representation in the political system, but nongovernmental organizations (NGOs) 
increasingly form a vital link between the underrepresented and the government. NGOs 
also benefit from international prestige and financing; they would be the logical channel for 
policy along World Bank lines, although the national government would be the Bank's 
borrower. Thus, there appears to be room for job creation progress along the lines 
proposed by the Bank, if the new emphasis translates into Bank policy. 

United Nations literature on unemployment portrays an economic situation of deep schisms 
in the developing countries, structural divisions that require more active government 
intervention than that promoted by the World Bank. In fact, the UN's Human Development 
Report 1992 severely criticizes the World Bank and IMF for failing in their mandates to 
provide financial and monetary assistance in a way that redistributes some global surpluses 
to deficit countries.

74 
In 1993, the UN's Economic Commission on Latin America (ECLA) 

reported that Brazil's employment growth since 1992 had been disturbingly concentrated in 
the informal sector, while formal employment levels held steady.

75 
''This was a 

consequence of the characteristics of the model of competitive linkages with the global 
economy which has been embraced in many parts of the world and which has led-in 
mature economies as well-to greater structural unemployment and a weaker absorption of 
manpower.''

76 
The labor market was constrained by "the new parameters of manpower 

absorption prevailing in the most dynamic sectors of the economy.''
77 

While it is problematic to say that the UN has a single position on any topic, given its 
diverse and often discordant membership, it clearly opposes the thrust of the World 
Bank/IMF message to the extent that the World Bank places greater financial burdens on 
developing countries. One of the overriding messages of the Human Development Report 
1992 is that the "richest 20 percent of the world's population receives 82. 7 percent of the 
world's total income," and that the imbalance must be partially corrected through transfers 
from the developed to the developing countries.

78 
However, as far as job creation is 

concerned, the report is not simply a call for more international transfers, but also a call for 
lower trade barriers and a stronger GAIT (now the World Trade Organization). Thus, 
international competition does plays a important role in the UN' s development agenda, 
although the UN implies that the "playing field" is tilted against the developing countries. 

The UN's prescription for job creation policy, within this context of "structural rigidities" 
in the international economy and in the economies of the developing countries, is more 
active government intervention. "Positive policy intervention" is needed to provide targeted 
temporary subsidies that prepare workers for more durable jobs.

79 
According to the UN, 

this agenda does not imply net losses for public treasuries, because the eliminated costs of 
unemployment and the tax revenue gained would offset wage costs of job creation.

80 
Yet, 

beyond vague political pressure, the UN is unlikely to affect international economic or job 
creation policy substantially in the near future, as the Human Development Report 1992 
admits. 

81 
The World Bank and IMF have far more influence, and resources, to make their 
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opinions heard in Brazil and elsewhere. However, the UN does serve as a forum for the 
views of international NGOs, 500 of which had consultative status with the UN in 1992 
and 550 more of which were on the UN's list.

82 
Thus, the UN could play something of an 

intermediary role between national governments and NGOs interested in job creation 
issues. 

Mexico and Peru 

Several countries have put government-sponsored job creation on the agenda as emergency 
measures, including Bolivia, Chile, and Senegal.

83 
Others, such as Zambia

84 
and Mexico, 

have conceived of job creation as part of a wider anti-poverty program. As explained 
above, Brazil's agenda includes neither concept at the current time, and it seems possible 
that the longer Brazilian governments, especially the national one, delay in this area, the 
more serious will be the structural isolation of informal and non-economically active labor 
in Brazil. This isolation has dangerous implications for economic stability, political 
stability, public security, citizenship, and many other areas. Indeed, it seems that it is 
exactly the recognition of these dangers that inspired policymakers in many other countries 
to push the job creation agenda beyond that of economic growth and macroeconomic 
stability. The market alone was not occupying or sustaining the respective populations. As 
a related issue, many governments sought to minimize the political and social costs of the 
economic adjustment process.

85 

Mexico's National Solidarity Program (PRONASOL) is a good example of this agenda 
shift. While it is called a program rather than an agenda, it is so ambitious and so broad in 
scope that it can also be interpreted as an agenda. Former Mexican President Carlos Salinas 
de Gortari, who has been credited with inventing the concept, defined PRONASOL in 
1988: 

Solidarity is a form of work, of making democracy direct, of constructing the basic 
level of services and an additional level of productivity; it represents the opportunity 
of popular groups to receive a better education, health system and services, that do 
not just increase their living conditions, but also make possible a more just 
distribution of wealth. 
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The official goals of the program were to attack many of the factors leading to poverty, 
involving the beneficiaries in the actual execution of the projects, and thereby providing 
jobs in local communities. Thus, elements of the concept agree with the World Bank and 
the UN' s ideas on job creation, although PRONASOL is on a much larger scale than 
anything advocated by the World Bank. The program has three sub-strategies: social 
welfare [infrastructure], production, and regional development. Of these, the production 
sub-strategy creates jobs most immediately, and rural indigenous communities have been 
the principal beneficiaries. 

87 
This focus could be of particular utility to Brazil's 

impoverished, rural Northeast. In Chiapas, Mexico, alone, the program created 9,945 
permanent jobs and 262,048 temporary jobs from 1990 to 1994.

88 
Interestingly, however, 
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PRONASOL's Chiapas effort was not sufficient to curb the uprising that appeared in force 
in 1995. This example indicates that without substantive political reform, job creation or 
development efforts by governments are likely to be transitory events. 

In addition, it is not clear how sustainable PRONASOL's "permanent" jobs are, especially 
given the collapse of the Mexican peso and the effect on government finances. Examples of 
the forms of aid included: preferential loans for the coffee production and sales process, 
subsidies to programs supporting indigenous cultures, support for small farmers who do 
not have access to credit from the agricultural development bank, Banrural, and start-up 
capital for small enterprises. 

89 

Skeptical scholars tend to see PRONASOL as the last gasp for survival of the Partido 
Revolucionario Institucional (PRI). Denise Dresser writes that "by greasing the wheels of 
the neo-liberal train and laying down the tracks that allow that train to move forward, 
PRONASOL aims to improve political sustainability."

90 
In fact, argues Dresser, 

PRONASOL is the reason that Salinas was able to proceed with the neoliberal program 
without substantive political reform.

91 
This may constitute part of the explanation for the 

EZLN' s rejection of the program and the Mexican government itself. 

Nevertheless, Mexican federal and state governments spent about $12 billion on 
PRONASOL over its first five years of operation, and it became a personal signature of the 
Salinas administration.

92 
The program has its limitations, as one group of scholars on the 

subject concluded: it is a "targeted, compensatory relief program whose capacity for 
reducing extreme poverty and social inequality is limited."

93 
On the other hand, "in specific 

communities and among selected segments of the population, Solidarity can alleviate some 
94 of the worst symptoms of the country's uneven development." No government program 

is going to solve all of a country's development and social ills, but the job creation agenda 
behind PRONASOL is worth examination by Brazilian policymakers, who face an even 
more inequitable society than Mexico's. One of the lessons of the Mexican approach, 
which would almost certainly prove true in the Brazilian case, is that the success of such 
job creation policies varies with the civic traditions and capacities of different regions. 

Peru also has a highly polarized distribution of income, with perhaps the largest proportion 
of informal-sector labor in Latin America. However, unlike Brazilian policymakers, 
Peruvians have established a constructive dialogue about the informal sector that may offer 
ways of developing it. Peruvian policymakers appear to have learned from the late 1980s, 
when they implemented the top-down, clientelistic Temporary Income Support Program 
(PAIT). 95 By the end of the Garcia government, the agenda had shifted toward supporting 
initiatives already begun in the informal sector, or at least reducing the bureaucracy that 
prevents progress from occurring.

96 

In 1988, President Alan Garcia issued· an executive decree extending a "people's mortgage" 
to the entire country, allowing squatters who had settled on public land to obtain title to 
their "property," often their shelter and business, thereby allowing them to offer that 
property as collateral for bank loans. With this credit, theoretically, these micro-enterprises 
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could expand, hire people, and often pay taxes, at which point they would cease to be 
informal. 

Peruvians have contributed tremendously to the literab.Jre on and policy prescriptions for 
the informal sector in developing countries. The self-described entrepreneur Hernando de 
Soto and his Instituto Libertad y Democracia (ILD) have been the most influential of these 
Peruvians at the national and international levels. De Soto served as adviser to both 
President Alan Garcia and President Alberto Fujimori, a testament to the multi.partisan 
appeal of his agenda. Moreover, his book is dedicated "to my left wing friends, whose 
ideals I share, in the hope that we might also agree on ways to achieve them." 

97 

The book blames the squalor of most of the informal sector on the shoulders of the state, 
whose onerous regulations and excessive size make entrepreneurial progress nearly 
impossible for those humble of origin. This state of affairs serves special "mercantilisf' 
interests of the political right and left, argues de Soto. The use of the word "entrepreneur'' 
to describe the informal sector participant stands in contrast to analyses by neo-Marxists 
and others, who argue that the informal sector represents surplus labor in an inequitable 
world economic structure and exists because it is the only way for these laborers to 

• 98 
survive. 

Ideology aside, some field research conducted by ILD backs up their claim that it is 
exceedingly difficult for poor informal-sector businesspeople to formalize and thereby get 
access to credit, government subsidies, and other programs. ILD researchers went through 
the process of establishing a small garment factory, going through all the steps that an 
informal-sector entrepreneur would have to take, without intermediaries. They bribed 
officials only when not doing so would have ended the ex,r:riment. After spending $1,231 
and 289 days on bureaucracy, lLD had its formal factory. Experiences like this one 
convinced de Soto and many Peruvian policymakers that through simplification, 
decentralization, and deregulation 

100 
of laws and the state, the informal sector can be 

harnessed to provide development (and jobs) to the majority of Peruvians. 

Some have implied that this agenda is simply a retelling of Adam Smith-era liberal thought, 
in which the self-interested individual is the preferred economic actor.

101 
However, this 

analysis seems incomplete, as the "new left'' in Peru has engaged the agenda as well.
102 

Distrust of the centralized state and non-radical strategies for alleviating poverty were new 
trends among the left in 1989.

103 
However, this does not mean that the left has pushed the 

state out of its job creation agenda. For example, the squatter settlement known as Villa El 
Salvador, heavily touted by the left, grew up spontaneously and developed its own civic 
organizations, but it is also heavily supported by the state.

104 
The right and the left share a 

vision of the informal sector as ''Peru's best and most realistic hope for development."
105 

While Brazil's massive and competitive industrial complex and its abundant natural 
resources mean that its job creation agenda may be focused elsewhere, the country's 
persistent underutliz.ation of labor and income inequality indicate that more attention should 
be placed on building (or permitting) the job creation potential of the informal sector, as 
Peru has done. 
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Conclusion 

The way jobs and joblessness are traditionally measured and perceived by Brazilian 
policymakers leads policy into a dead end; a reductionist portrayal of the problem leads to 
policies affecting only a small fraction of the underemployed population. Not only does the 
official unemployment rate, at 3-7 percent, mask the enormity of Brazil's job problem, but 
also the compartmentalization of employment statistics makes the problem difficult to see in 
its entirety. Such groups as workers without registration cards, those making less than two 
minimum wages, and those who have not searched for work within the reference week for 
reasons other than employment satisfaction are not grouped together in one broad category 
by official statisticians or by most policymakers. That category, the underemployed or 
underutilized population, would constitute the target or participant group of any 
employment creation agenda designed to promote economic development. 

the type of economic growth Brazil has experienced in the last five years has not reduced 
the problem. Although the government's stabilization program has eliminated a major 
source of inequality, high inflation, the stabilized economy has not shown the ability to 
provide high-quality employment. Instead, the informal sector continues to be the chief 
supplier of jobs for low income groups, jobs with inadequate remuneration and labor law 
protections. Although Brazil appears to be the most extreme example of this type of 
economic growth, many countries are experiencing similar effects. The UN' s Economic 
Commission for Latin America and the Caribbean (ECLAC) recently reported that the 
failure of GDP growth to provide the necessary amount of employment in the region has 
become "permanent, even in cases where the [reform] process is at an advanced stage and 
growth rates are high."

106 

The employment creation agenda in Brazil is divided, but in both the executive and 
legislative branches a custo Brasil or competitiveness approach predominates. The 
assumption with this prevailing view is that the state is already too intrusive, placing too 
great a burden on employers and providing a disincentive to hiring more employees. On its 
own, this view simply does not consider the findings of ECLAC and this report, that the 
market alone is unlikely to overcome the structural rigidities that exclude a sizable portion 
of the population from economic growth. The "social rights" approach of the Workers' 
Party and others, in contrast, sees lower income groups' rights to decent employment 
violated by elitist special interests. If one adopts this view, development policy would have 
to be reconceptualized, involving more popular participation, more government 
infrastructure programs, and preferential credit for labor-intensive firms that abide by labor 
codes. Although this approach may depend too much on a state with an already large fiscal 
deficit, it argues that more popular control over the government's budget would channel 
public resources progressively, that is, to lower income groups instead of middle or upper 
income groups. The fact that both the Custa Brasil and "social rights" perspectives see the 
current employment situation as unsatisfactory implies that progress is being made in 
recognizing the dimensions of the problem. 
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The international community, as represented by the multilateral institutions, has gone 
farther in outlining the dynamic of underemployment. UN literature has been particularly 
clear on the need for policy to overcome the disparities left by free market reforms, and the 
World Bank is promoting investment in public works for the purposes of job creation. It is 
less clear that these two institutions have the resources to back their proposals in the 
Brazilian setting. On a country level, Mexico has shown how a massive, community-based 
anti-poverty agenda can create jobs for lower income groups, especially in the rural setting. 
The Peruvian case demonstrates that an agenda might form around the urban informal 
sector as the best hope for job creation and development. Thus, outside and inside Brazil, 
the agenda appears to be shifting toward the problem of structural underemployment, 
although it has not been integrated as a component or phase of economic reform. 
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Chapter 2. Issues of Inequality in the Provision of 
Public Security 

Maria Cavalcanti, 'Zachary Elkins, Kathryn Mock, 0 'Neal Spicer 

Introduction 

Public security usually falls outside the traditional realm of social policy analysis. The 
authors, however, in agreement with the Brazilian Constitution, position public security at 
the top of the social policy agenda. Since public security is such a basic service affecting all 
Brazilians, inequities in public service take on a great deal of importance. The analysis in 
this chapter, therefore, focuses primarily on inequality in the provision of public security, 
giving attention and consideration to the decentralization of responsibility for service 
delivery. 

Public security in Brazil is largely decentralized. The 1988 Constitution, while mandating 
institutional structures for police forces, relegates responsibility for public security to the 
state governments. The Polfcia Militar, responsible for maintaining order and making 
arrests, and the Policia Civil, responsible for criminal investigations, report directly to their 
respective state governments. The Polfcia Federal, on the other hand, maintain a relatively 
small force and have limited jurisdiction, focusing on drug trafficking, interstate commerce, 
and immigration. 

Our analysis breaks down inequality in the provision of public security into two 
dimensions. The first dimension addresses inequality in the area of police protection. Here 
we consider disparities in police response to crimes committed against different segments 
of the population. We rely largely on victimization rates and the victims' confidence in the 
police forces. The second dimension looks at inequality in the nature of police persecution. 
This section focuses on the widespread practice of the police going beyond their mandate 
and targeting certain sectors of the population for persecution. This persecution often takes 
the form of harassment, assault, and even torture. 

It has been suggested that the police forces in Brazil discriminate against people of darker 
skin color and people of lower income groups. The authors subject these alleged 
inequalities to systematic and formal analysis. The analysis reveals that inequalities in 
protection and inequalities in persecution play out in different forms in the urban and rural 
settings. 
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The Nature of Inequality 

Inequality in public security policy is frequently reported in graphic and sensationalist 
tones. Brazil's transition to democracy has lurched forward in incremental, negotiated 
steps. Police and military forces have compromised little of the autonomy they enjoyed in 
more authoritarian times. Much of the organizational and theoretical construction of Brazil's 
security apparatus remains unreformed and many officers are reluctant to accept new 
guidelines as to what constitutes acceptable professional behavior. 

The chapter examines what the perpetuation of this system means for the various sectors of 
the Brazilian population. The survey data below demonstrate that inequality in the urban 
setting is most accurately seen as race-driven and does not appear to be related to income 
level. In the rural context, inequality takes the form of premeditated maintenance of the 
economic status quo through the targeting of lower income groups. 

The Data Sources 

Crime data, especially when they concern police violence, are notoriously unreliable. 
Researchers frequently rely upon sensationalist, anecdotal evidence of crime patterns. What 
results is a fragmentary and ultimately inconclusive suggestion of inequality in the way 
Brazilians are protected by and, perhaps more importantly, from the police. Yet this 
implicit assumption of inequality remains just that, implicit. There has been no rigorous 
attempt to estimate formally and systematically the degree of inequality in public security 
provision. So, the question remains, are these reports in the popular literature 
representative of a national phenomenon? For that matter there have been no formal efforts 
that we know of to track inequality in United States security policy. Lest one conclude that 
inequality is unique to Brazil, one need only look at examples of police misconduct and 
allegations of police racism in cities of the United States to understand that inequality is a 
policy problem shared by other nations. 

The conclusions which follow are based on an analysis of data in the 1988 Pesquisa 
Nacional por Amostra de Domicilios (PNAD), a comprehensive survey released yearly by 
the Brazilian Census Bureau. While this data set draws a precise picture of crime in Brazil, 
the precision comes with several costs. For example, the categorization of one of the more 
revealing variables, skin color, is oversimplified. The PNAD breaks skin color down into 
rather limited categories (white, brown, black, and sometimes yellow). Brazil is a highly 
misceginational country and the gradations of skin color are legion. Before making 
projections based on skin color it is important to acknowledge the limitations in this 
classification. 
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Inequality in Protection 

The authors test for inequality along two dimensions: protection and persecution. In order 
to determine inequality of protection, one must demonstrate differences in the extent of 
prevention and investigation of crimes committed against members of different races, 
incomes, and residence (i.e., urban or rural). 

One indicator, at least, of this inequality is the rate of victimization across various 
demographic variables. That is, what is the probabilty that members of various groups will 
be the victim of a crime? The authors looked at a question on the 1988 PNAD which asked 
the respondents if they had been the victim of an assault in the last year. The authors sort 
the answers to this question by the relevant demographic variables and present the results in 
Table 2'. l. There are some striking results. Among the total group of respondents, it is clear 
that blacks are more likely than whites to be assaulted. The effect of skin color, however, is 
not monotonic going from white to black. One cannot say that the darker the Brazilian, the 
more likely he will be assaulted. On the contrary, rates of victimization among whites and 
browns are essentially the same. If anything browns actually experience lower rates of 
victimization than do whites. There is, it appears, a certain threshold of blackness which 
must be attained before there are differing rates of victimization according to skin color. 
This phenomenon, no doubt, says much about the concept of skin color in Brazil. 

Table 2.1 
Percentage of Brazilians Assaulted, by Selected Variable 

(Brazil, 1988) 

Variable Percent Assaulted 

Gender 
Men 1.77 
Women 1.05 

Residence 
Urban 1.60 
Rural 0.74 

Income 
None 1.45 
1 to 2 minimum wage 1.39 
2 to 3 minimum wage 1.01 
3 to 5 minimum wage 1.21 
5+ minimum wage 2.47 

Skin Color 
White 1.23 
Brown 1.11 
Black 2.23 

Source: IBGE, Pesquisa Nacional Por Amostra Domocilios, Suplemento Participacao Politico-Social, 

1988. 
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From a public policy perspective, one has to be careful about the conclusions drawn from 
these data. First, inequity in rates of victimization does not necessarily point to an inequity 
in the provision of police protection. In fact, the data may only indicate that certain groups, 
for whatever reason, are more vulnerable to crime than are others. However, the data do 
suggest the possibility that tl_ie highly victimized groups (blacks) are receiving less 
protection than are the less victimized groups (whites). 

In order to draw this conclusion, however, it is necessary to look at another indicator of the 
degree of police protection. The authors turned to a question in the survey which asked 
respondents who had been assaulted, and chose not to call the police, to explain their 
reluctance to involve the police. This reluctance has been interpreted as a reflection of police 
effectiveness in investigating crimes involving different segments of the population. The 
authors hypothesized that black, lower income Brazilians would be less likely to want to 
involve the police than their whiter, wealthier counterparts. The data, in addition to 
revealing available alternatives to particular population subgroups, largely confinn the 
hypothesis (Table 2.2). While only 10.25 percent of whites reported that they did not want 

Table 2.2 
Reasons Reported by Victims of Physical Aggression for Not 

Calling the Police (Brazil, 1988) 

Reported Reason for Not Calling Police 
Variables Do Not Believe Do Not Want to Called Third Resolved 

in Police Involve Police Partv Themselves 
Income 

None 13.45 % 19.61 % 6.07 % 12.84 % 
Less than 1 minimum wage 8.74 21.42 4 .09 17.26 
1 to 2 minimum wage 15.00 19.06 3.45 21.15 
2 to 5 minimum wage 20.28 18.58 1.78 19.82 
5+ minimum wage 23.71 15.60 2.36 23.44 
~ 
Men 13.88 17.88 4.02 17.90 
Women 16.18 21.93 4 .16 16.77 
Education 
None 6.63 25.27 3.93 18.41 
1to4 13.39 18.48 4 .26 16.86 
5 to 8 14.70 18.16 4.08 18.59 
9 to 11 23.12 19.89 3.95 14.36 
12+ 36.33 9.72 3.73 20.60 
Skin Color 
White 40.34 10.65 3.91 21.37 
Brown 26.45 13.17 3.99 18.35 
Black 9.23 29.83 4.23 15.46 

Source: IBGE, Pesquisa Nacion.al Por Amostra Domocilios, Suplemento Participaciio Politico-Social, 1988. 

Note: Rows do not add to 100 percent. Other reasons mentioned included "Lack of Proof," "Unimportant," 
"Feared Recrimination." Some did not give a reason or mentioned one which was uncategorizable. 
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to involve the police, 29.83 percent of blacks and 13.17 percent of browns pointed to this 
explanation for not calling the police. The data also corroborate the expected relationship 
between the income of victims and their faith in police service. Poorer Brazilians are less 
likely to involve the police than are wealthier Brazilians. Essentially, race and to some 
extent income affect the rate at which Brazil's security system responds to its citizens. 

Inequality in Persecution 

The second dimension along which the authors measure inequality in public security is the 
degree of persecution practiced against various population groups. That is, are the police 
targeting various groups for harassment, abuse, and torture? For an indication of this 
practice, the authors turned to a follow-up question on the 1988 PNAD which asked those 
who had been assaulted to identify the assailant. Police officer was one of the possible 
responses. Table 2.3 sorts the incidents of police assault according to race, age, and 
gender. Most interesting for the purposes of this analysis is the relationship between race 
and police assault. Once again, the data show significant differences according to skin 
color, at least between whites and nonwhites. 

Summary of the Data 

Given these data on protection and persecution, what can one say about the provision of 
public security in Brazil? First, there exists a pattern of inequality. This inequality in the 
urban context is arrayed along racial lines. The data indicate that blacks are not only less 
well protected by the police but also are disproportionately persecuted by the police. 
However, the data do not confirm any theory of inequality according to levels of income. 
In the rural context, however, the authors argue that the phenomenon is reversed. The 
degree of security provision in the rural context is not a function of race but most likely is a 
function of income. 

Contrasts Between Rural and Urban Public Security 

Given the clearly distinct contexts of the rural and urban settings, it is useful to divide the 
discussion of public security policy into these two arenas. What is responsible for these 
differences in public security policy delivery in the two settings? 

Rural violence in Brazil targets two primary population subgroups-landless peasants and 
indigenous people. The main perpetrators of violence are independently organized and 
privately financed security groups and occasionally the Policia Militar. Rural violence, 
unlike urban violence, operates under a paradigm in which class and maintenance of the 
status quo, not skin color, are the dominant controlling mechanisms. The absence of skin 
color as the major factor in rural violence highlights the preeminence of class interests. 

1 
The 

importance of class interests in rural violence holds true for both target groups, landless 
peasants and indigenous people. 
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Table 2.3 
Victims of Police Aggression According to Demographic 

Variable (Brazil, 1988) 

Variable Total Population Number of Police Percentage of 
Surveyed Victims Population 

I.Q1fil 1,153,300 46,207 4.01 
Skin Color 
White 646,221 22,802 3.53 
Brown 414,878 16,867 4.07 
Black 86,402 5,544 6.42 
Yellow· 3,799 974 25.64 

~ 
0 to 9 55,157 207 0.38 
10 to 17 169,565 5,996 3.54 
18 to 29 440,682 25,567 5.80 
30 to 49 372,444 11,439 3.07 
50+ 115,224 2,998 2.60 

Mm 702,213 40,746 5.80 
0 to 9 37,700 0 0.00 
10 to 17 110,722 5,996 5.42 
18 to 29 263,739 23,043 8.74 
30 to 49 213,912 9,456 4.42 
50+ 75,912 2,251 2.97 

Women 451,087 5,461 1.21 
0 to 9 17,457 207 1.19 
10 to 17 58,843 0 0.00 
18 to 29 176,943 2,524 1.43 
30 to 49 158,532 1,963 1.24 
50+ 39,312 747 1.90 
Source: IBGE, Pesquisa Nacional Por Amostra Domocilios, Suplemento Participaciio Polftico-Social, 

1988. 

Within the rural violence paradigm where class interests are the dominant factor, public 
security forces are not impartial. They tend to align themselves, either actively or through 
implicit sanctioning, with the economically powerful and to reinforce the status quo. The 
reinforcement of the status quo pits the public security forces against both landless peasants 
and indigenous people. The following evidence, focusing largely on rural land struggles, 
demonstrates that the alignment of public security forces with the dominant economic 
interests leads to an unequal provision of public security, i.e., the security forces favor 
certain sectors of the population. 

Roughly one-third of Brazil's population, or about 50 million people, live in rural areas. Of 
these 50 million rural inhabitants, landless peasants represent somewhere between 3.2 
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million and 12 million individuals, depending on the criteria used and who makes the 
estimate.

2 
From 1964 to 1992, 1,730 individuals were killed in rural land struggles. Of 

these killings, only 29 cases went to court, a little over 2 percent. And only 17 of the 29 
trials resulted in a conviction. 

3 
The vast discrepancy between the number of killings and the 

actual trial and conviction rates illustrates the nature and magnitude of rural violence in 
Brazil. As recently as 1993, 52 people died as a result of land disputes. During the first ten 
months of 1994, 37 people were killed.

4 

The Commissao de Justi~a e Paz, a human rights organization formed by the Archdiocese 
in Brasilia, published a report in 1994 that characterizes rural violence in the following 
manner: "Rural violence is marked by a generalized character and selective tactics. It is well 
organized and pedagogic, accompanied by impunity for the perpetrators. "

5 
This succinct 

assessment of rural violence identifies several characteristics which make it so insidious. 
First is the characterization of rural violence as generalized and widespread, not anomalous. 
Second, the violence is selective, targeting particular individuals with calculated effects. 
Third, those who carry out the violence are organized and working towards a particular 
goal. Fourth, rural violence purports to carry a pedagogic message to the targeted group. 
And finally, most violence goes unpunished. The perpetrators of rural violence basically 
operate with impunity. 

Another assessment of rural violence by two authors affiliated with the Sem Terra 
movement in Brazil

6 
identifies three clear objectives of the large landholders who 

orchestrate much of the violence: 

1. Eliminate the leadership that unites workers in the struggle for agrarian reform and 
improvements in the quality of life and work. 

2. Create fear, panic, and passivity among the majority of the workers. That way they will 
not organize or struggle because they fear brutal reprisals. 

3. Maintain the power of the local land owners, making sure that all follow their orders 
and mold themselves to the will of the land owner.

7 

Integrating the general characterization of rural violence given by the Comissao de Justi~a e 
Paz with the specific objectives listed above illustrates the scope and potentially powerful 
effects of rural violence in Brazil. Organizers and perpetrators of rural violence, operating 
with impunity and carrying a clear message to rural activists and those considering 
activism, present a major problem for public security in rural Brazil. 

Legacies of Military Rule 

In an analysis of public security in Brazil, it is not enough to say that Brazil operates in the 
shadow of a receding authoritarian structure. Two decades of military rule produced a 
direct and lasting effect on the structure of law enforcement. A generation of Brazilians has 
grown up accustomed to the aggressive autonomy and wide latitude enjoyed by police 
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organizations within Brazil. Public perception gradually adjusted to the concept of fighting 
crime with violent methods. To a degree, the police were expected to deal with crime 
violently. Police brutality became an indicator of police effectiveness. 8 

The National Security Doctrine formed the cornerstone of public security policy in 
authoritarian Brazil, embodying security concerns as conceptualized and formulated by the 
military government in the 1960s. The Doctrine reflected the government's emphasis on 
internal security. It was premised on the assumption that Brazil was engaged in 
revolutionary warfare similar in intensity to the Cold War of the United States.

9 

The National Security Doctrine provided a foundation for military and civilian thought 
during this period. The Escola Superior de Guerra was the primary training institution for 
military leaders. The school's Manual Basico clearly reflects the National Security 
Doctrine's preoccupation with internal security. The manual describes "internal security" as 
follows. 

It encompasses all actions that may be carried out by the state so as to preserve the 
constituted powers, law, and order, and to guarantee threatened national objectives. 
Therefore, internal security includes any and all measures carried out within the 
country aiming at the elimination of pressures and antagonisms of any origin, form 
or nature .... 

Whenever any antagonisms or pressures are producing an effect within national 
frontiers, the responsibility to fight them, overcome them, neutralize them, or 
reduce them is understood within the framework of the actions and planned 
programs that we define as the policy of internal security .

10 

Twenty years of military rule entrenched a pattern of police abuse that has been difficult for 
the civilian government to eradicate and impossible for the Brazilian people to forget. The 
National Security Doctrine and its obsession with the internal enemy pitted the police 
against the population and established an adversarial relationship between the institutions of 
public security and some segments of the population. A general attitude of ''us versus 
them" prevails in the relationship between the Polfcia Militar and the citizenry. 

The Constitution of 1988 

The Constitution of 1988 adopted principles based on the importance of human and civil 
rights and the creation of a democratic system. In the preamble, it states that the constituent 
assembly was formed to "institute a Democratic State, destined to ensure the exercise of the 
social and individual rights, the freedom, the safety, the well-being, the development, the 
equality and the justice as supreme values of a fraternal, pluralist and prejudice-free 
society."

11 
The Constitution reorganized the federal structure by redefining the 

responsibility of the three branches as well as the three levels of government-federal, 
state, and municipal. It also calls for institutionalized protections of civil and human rights. 
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In terms of the public security system, the Constitution of 1988 increased the responsibility 
of the state government vis-a-vis the federal government. Article 144, Section 6 
subordinates the Policia Militar and the Policia Civil to the state governors. The states are 
responsible for providing infrastructure, training, and offices for the Polfcia Militar and the 
Policia Civil with funds from the state budget, yet the fundamental laws governing both 
bodies are determined by the federal government. The state governments do not, therefore, 
have the power to define the organization and structure of the police forces. Furthermore, 
the Constitution defmes the Policia Militar as an auxiliary force of the Army, compromising 
state jurisdiction and control of police forces.

12 

Despite the fact that the Constitution of 1988 placed the Policia Militar under the authority 
and control of state governors, the Polfcia Militar depend on an Army agency, the 
lnspetoria Geralda Policia Militar (IGPM), for arms and supplies. The IGPM also 
controls, to some extent, the direction of Policia Militar operations. Jorge Zaverucha 
explains: 

While article 22-XXI establishes that the Federal Government, through the Army 
Ministry, can legislate about mobilizing and calling up the military police, another 
article ( 144-IV) states that although the military police forces and fire fighters are 
extensions of the armed forces, they are answerable to state governors. Therefore, 
the military policeman has two patrons: the state governor who pays his wage, and 
the Army which controls his armament supply through the lnspetoria Geral da 
Policia Militar besides coordinating police operations. In case of social unrest, the 
military policeman may choose either to follow the state governor's authority, or to 
join specific army units scattered throughout the country whose function is to 
incorporate the military policemen. 

13 

Organizational Structure 

The three major bodies that address public security in the Brazilian structure are the Policia 
Federal, the Policia Militar, and the Policia Civil. The Policia Federal are restricted to issues 
of national concern. The Policia Militar are in charge of law enforcement and preventive 
and investigative measures against suspected criminals. Once a crime is committed, the 
Policia Militar forward the case to the Policia Civil, who are responsible for the 
investigation and the prosecution of crimes. 

Policia Federal 

The Policia Federal report directly to the Ministirio da Justira of the executive branch. 
While headquartered in Brasilia, the Policia Federal maintain branches in all states and 
major metropolitan areas. The functions of the Policia Federal are limited to matters of an 
exclusively national nature. For example, one of its roles is to investigate infractions that 
are detrimental to the socio-political order-that is, offenses that cause harm to federal 
property, services, and interests including any government-affiliated public enterprises. 
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Additionally, the Policia Federal is the agency in charge of enforcing federal criminal laws 
and investigating violations that have interstate and international repercussions, such as 
drug trafficking and distribution, other smuggling operations, and illegal immigration. The 
PoUcia Federal have also assumed the duties of censorship, previously performed by the 
Servifo Nacional de Informafao (SNI), which was eliminated during the Collor 
government. 

The selection and training of federal officers is somewhat involved. A selective exam and 
an undergraduate degree are required of applicants interested in joining the Policia Federal. 
Applicants are generally better educated and better qualified than those applying to enter 
state police forces. Formal training and police-services specialization programs are 
mandatory and are an integral part of the promotion process. Short- to mid-term courses are 
held within the various state branches. Long-term academic programs are available in major 
academies throughout the country, although the one located in Brasilia is the most 
prominent. 

Policia Militar 

The main function attributed to the Policia Militar is that of ensuring and maintaining the 
public order through the policiamento ostensivcr-street patrolling, questioning suspicious 
individuals, providing services, and making arrests. Although the Policia Militar is now 
financed and supported by state governments, it has been and continues to be identified 
with the Army. The Policia Militar is, in general, the force with the largest number of 
officers and support contingency. This is a legacy from military rule, when numerical 
superiority was considered desirable in the event of civil unrest. In Recife, for example, the 
Policia Militar outnumbers the Policia Civil three-tcrone. 

Because the Policia Militar are responsible for street patrolling and making arrests, their 
operations are highly visible. After years of military dictatorship and established patterns of 
state violence, the Policia Militar are experiencing difficulty in shedding their lingering 
reputation as agents of repression and targeted persecution. In an attempt to attenuate this 
negative image, a new curriculum of the Curso Superior da. Policia Militar (Advanced 
Course for Military Police) has been implemented in all five regional police academies, 
which are situated in Pemambuco, Minas Gerais, Rio de Janeiro, Sao Paulo, and Rio 
Grande do Sul. 

The new curriculum incorporates such disciplines as human rights, psychology, sociology, 
humanities, human relations, and political science in addition to the more traditional military 
and police training courses. The curriculum encompasses military theory and practical 
classes on ballistics, electrical and mechanical engineering, infantry, artillery, topography, 
military legislation, and combat and attack techniques. Police courses include interrogation 
techniques, chemical warfare, platoon and squadron formation and command, firearms 
instruction, and crowd control. In Minas Gerais and Pemambuco, the police academies 
have subcontracted independent think-tank organizations to develop the new curriculum, 
such as Fundafii.O Joao Pinheiro and the Funda.fao Joaquim Nabuco. In Pemambuco, for 

56 



example, courses such as Comunismo Internacional, Ogerafoes de Contra-Guerrilha, and 
Comando de Guerra na Selva have been discontinued. 

4 
It is important to note that only 

officers of the Policia Militar receive the above training. Lower-ranking members of the 
force do not directly benefit from the reformed and more progressive curriculum. 

Policia Civil 

The Policia Civil act as a judiciary police force responsible for investigating civil crimes and 
operating delegacias-the local police stations. Usually the members of Policia Civil 
respond after a crime has been committed or is in process. In reality, the Polfcia Civil 
function as a tool for collecting data for the Judiciary through investigative work, including 
interrogation. Under special circumstances, sting operations for example, the Polfcia Civil 
will performpoliciamento ostensivo (aggressive patrolling), a duty normally entrusted to 
the Policia Militar. Each delegacia is staffed, at a minimum, with a delegado 
(commissioner), an escriviio (court clerk), and an investigador (investigator). In most 
cases, the Chefe da Polfcia Civil (Chief of Civil Police) is appointed by the Secretario de 
Seguranfa PUblica (Secretary for Public Safety), who reports directly to the State 15 Governor. 

Training for Policia Civil officers varies in content and quality from state to state, 
depending primarily on budget allocation and administrative style. The training is mostly 
done in-house by the state police academy (Acadepol-Academia de Policia), which offers 
training to new forces as well as providing courses for veteran officers. 

Regional Variations in Administrative Structure 

The administrative organization of the police forces varies from state to state. The state 
governors appoint the Chief of the Policia Civil and the Commander of the Policia Militar. 
This holds true for all states, with the exception of Sergipe and Maranhao, where the 
Commander of the Policia Militar is appointed by the Army. As shown in figure 2.1, there 
are three structures encountered in the Brazilian states: 

1. The Chief of Policia Civil and the Commander of Policia Militar report directly 
to the State Governor. 

2. The Chief of Policia Civil and the Commander of Policia Militar report directly 
to the Secretary of Public Security under the State Governor. 

3. The Chief of Policia Civil reports directly to the Secretary of Public Security, 
and the Commander of Policia Militar reports directly to the State Governor. 
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Competition among Forces 

At the national level, cooperation among police forces in Brazil is mandated by law. The 
state police forces, the Policia Militar and Policia Civil, are required to collaborate with the 
Policia Federal in investigations and arrests involving interstate and international crimes. At 
the state level, however, there exists a strong rivalry between the two police forces, varying 
in intensity from state to state. 

Traditionally, both police forces have been engaged in a fierce competition over issues 
ranging from jurisdiction to authority to who claims credits for solved cases. There is little 
communication and trust between the two bodies despite the fact that they routinely work 
concurrently on the same crime. In extreme cases, the two police forces do not even share 
the same radio frequencies. On one hand, the Policia Civil claims that Policia Militar 
officers frequently do not follow proper legal procedures for arrests and incarcerations, and 
that they unjustifiably take credit for solving conflicts and crimes. On the other hand, the 
Policia Militar accuse Policia Civil of demanding unnecessary and excessive paperwork 
which delays and derails their activities, and of accepting bribes to release suspects. This 
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has led to resentment among Policia Militar officers, who feel that they risk their lives to 
bring in criminals that will be back on the street because of the corrupt Policia Civil. A 
possible consequence of this resentment is the extra-legal punishment meted out by the 
Policia Militar, discussed earlier in the chapter. One attempt to address this problem of 
inter-force competition has been undertaken by the Secretary of Public Safety in Recife, 
Pemambuco, where officers of both police forces undergo the same training program. 

Regional Differences in Police Deployment 

The budgetary and administrative structures of state police forces vary according to each 
state's financial resources, organizational structure, and community needs. The ratio of 
police stations per capita varies greatly. The number of police stations tends to be higher in 
the most developed and wealthy metropolitan regions in the country, typically concentrated 
in the south. Recife, the second largest city in the Northeast, has approximately one police 
station per 135,000 people while Sao Paulo maintains one station per 65,000. 
Nevertheless, even within the same region the ratio varies considerably. Metropolitan Rio 
de Janeiro, for example, despite-or perhaps indicative of-its infamy as the most violent 
city in Brazil, has only one police station per 175,000. 

The wealthier cities tend to have more specialized services. Sao Paulo boasts more than 160 
regular police stations in addition to 21 delegacias da mulher, stations devoted to crimes 
perpetrated against women, and 24 delegacias especiais, specialized police stations that 
address specific types of crimes or target groups. 

Accountability 

Accountability, or better put, the lack of it, has been a persistent problem that permeates all 
levels of Brazilian police forces and has tainted their credibility among the community. 
Corruption levels in some state police forces are so high that the police are often seen as 
criminals against which the population finds itself helpless. While the Policia Militar are 
associated with hired killings and "class-cleaning," the Policia Civil are infamous for 
bribery and clientelism, and the marketing of the judicial system. An even darker side of 
these illegal police operations is the inevitable extortion and violence against those who 
resist participating in them or those that do not have the means. 

A major obstacle to police accountability is the practice of dealing with crimes of the Policia 
Militar in military courts instead of civilian courts. Military jurisprudence is in general more 
lenient toward police personnel than civilian courts might be, exacerbating problems of 
accountability. A Policia MiUtar officer is tried in a military court even when the crime is 
not of a military nature, limiting civil jurisdiction over Policia Militar personnel. As Jorge 
Zaverucha illustrates: 

16 

In Brazil, the military still enjoys a privileged jurisdiction even for common crimes. 
Recently in a small city in the state of Sao Paulo, a girl 11 years old was raped by 
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four civil policemen and one military policeman. Parallel investigations are being 
held by both police forces, and if the indicted are found guilty they will be judged 
under two different jurisdictions: civil and military. 

In an attempt to address these problems, the Policia Civil has created the Corregedoria da 
Policia Civil (Corregepol), an organization that aims to curb crimes committed by police 
officers, especially transgressions involving corruption and brutality. One shortcoming of 
this resolution, however, is that the Corregepol is not an independent auditing agency. 

Alternative Delivery Systems 

An analysis of the rate at which cases are processed in Brazil's cities (Table 2.3}-not to 
mention the conviction rates-is probably the most telling indicator of the extent of 
inequality in service delivery. Brazilians have very little faith that the judicial system can 
mete out justice. 

The lack of police and judicial efficiency and effectiveness is the most-often-cited reason 
for the proliferation and tolerance of violence by police and vigilantes. There is a certain 
degree of sanction, or at least acceptance, among Brazilians for the not-uncommon 
lynchings of supposed criminals. In a poll taken in 1990 by a national public-opinion 
agency, 30 percent of the population expressed support for the various vigilante groups 
who, according to some, represent a real opportunity for justice.

11 
A recent congressional 

investigation revealed that approximately 200 death squads operate in the city of Rio de 
Janeiro alone. According to Congresswoman Rita Camata, these groups work "under the 
protection of the police and justice system."

18 

Alternative security forces appear to have partially usurped the role of the Policia Militar in 
both the urban and rural settings. Those who can afford to do so hire private security 
guards or forces to protect their property or persons. Such private security forces are often 
organized by storekeepers and small businesses in the same way that large landowners turn 
to hired gunmen in rural sectors to protect their property. It is well known that off-duty 
officers from the Policia Militar frequently moonlight as private security guards. This is an 
interesting privatization of an area that is internationally considered to be a basic 
responsibility of government. In Brazil, it seems, "security" can be bought and sold in the 
informal market. One author goes so far as to argue that true public security has become a 
luxury of the wealthy and powerful who can afford private security. 

19 

Interestingly enough, however, one notes the same security entrepreneurship among the 
low-income residents of thefavelas.

20 
As onejusticeiro describes, some police patrol and 

"clean up" the favelas out of sense of altruism: 

I preferred working in the slums. I preferred the outskirts, the poorest barrios. 
There are already a lot of police on the asphalt. It's the slum-dweller, the worker, 
who needs police, because the poor aren't protected at all. ... The rich person, if 
he's robbed, is going to lose a little bit of what he has, but life goes on. But if 
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somebody earns a pittance ... no matter how little is stolen from him, that makes a 
big difference. I was class conscious. I went there to protect the slum-dwellers.

21 

International 

For comparative purposes we have selected three countries-South Africa, Mexico, and the 
United States-that highlight issues of particular salience to public security policy in Brazil. 
South Africa's recent transition to a more democratic form of government and subsequent 
attempts to reform the public security apparatus highlight several themes that are 
particularly relevant to the current Brazilian experience. The main issues receiving attention 
in South Africa are the ideological, structural, and compositional reform of the police 
forces; expanding equitable service to previously excluded sectors of the population; and 
increasing public confidence in the security forces. Mexico was selected for the insights 
this case provides into the nature of corruption within a police force. The United States has 
been included to emphasize the limits of internal review and the importance of transparency 
and public accountability. 

South Africa 

South Africa's concept of the police force under the prior government emphasized the threat 
of internal subversion from the black population,

22 
similar to Brazil's National Security 

Doctrine. Both envisioned the role of the police as that of quelling internal threats to the 
existing power structure. This approach certainly reinterprets and extends traditional 
mandates of crime prevention. In the transition, South Africa is challenged with redefining 
the mandate of the public security forces. 

Overlaps between the military and the police were common in South Africa prior to its 
political transition. Military titles were used in the South African Police Force, and officers 
sometimes served in military positions during the wars for independence in Zimbabwe and 
Namibia. Police training is currently attempting to redress this mind-set. The curriculum is 
being reoriented towards community service. Military ranks have been replaced and the 
uniform changed in attempt to improve the image of the police force.

23 

Another similar challenge facing South Africa is the racial composition of the police. In 
1992, blacks composed 60 percent of the South African Police while 95 percent of the 
senior officer corps was white. 

24 
According to Jorge Zaverucha, this is the situation in 

Brazil as well. The skin color lightens as one moves up the ranks of the Policia Miltar.
25 

South Africa has already seen a massive increase in black applicants. 
26 

They also anticipate 
that 40 percent of the new recruits will be women. n What remain to be implemented, 
however, are measures that will ensure that traditional minorities are able to break 
discriminatory patterns of promotion within the police force. 

Not only do policymakers in South Africa and Brazil have to address issues involving the 
training, organization, and composition of the forces, they must also confront the negative 
perceptions and strong suspicions of the public toward the police. South African police are 
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perceived as the instigators of violence rather than the protectors.28 
One approach South 

Africa has used to address the legitimacy issue during the transition process is the 
establishment of local peace comrnittees.

29 
Police meet with community groups and discuss 

the issue of accountability, a practice and concept previously unheard of in South Africa. 
Joint police and community forums are now obligatory at all police stations. 

Mexico 

Mexico's ongoing struggle with legitimacy and corruption in the police forces illuminates 
the dangers of institutionalized corruption and the resulting difficulty of its eradication. 
Low pay, questionable job security, and advancement based on patronage and loyalty 
rather than merit have created an institutionalized system of bribery and corruption in the 
Mexican police. One of the most crippling facts regarding bribery in the Mexican police is 
the extent to which it has been formalized. Police officers must pay a quota to their 
superiors on any additional graft they collect. They must also pay for the best 

• 30 
assignments. 

Mexico has not yet dealt with this legitimacy crisis and the fecundity of corruption in a 
significant way. A National Commission to investigate corruption, initiated by President 
Salinas, proved largely decorative and symbolic. Part of its failure has to do with the 
personalistic nature of Mexican politics. Another factor is most likely the result of the 
attitude of commanders and police officers who fail to understand that they or their 
subordinates have done anything wrong.

31 
Long-established and well-entrenched patterns 

of corrupt behavior appear to have precluded even the simple acknowledgment of 
wrongdoing by individuals within the police force. 

United States 

The issue of accountability has been central in the debate over security forces in the United 
States. The past two decades have seen a growing emphasis on community oversight of 
local police forces. Strides have been taken to ensure the accountability of the police to the 
public they serve. 

Unlike Brazil, where police are maintained primarily at the state level, the larger part of 
U.S. police forces are organized at the municipal and county levels. This structure is 
unique among developed nations. General responsibility for criminal justice is widely 
decentralized in the hope that local law enforcement agencies can be more responsive to 
community demands and expectations. 

Police forces have taken various strides in the past ten years to improve accountability and 
oversight. A recent innovation has been the implementation of civilian review boards. 
Members appointed by the mayor or city manager are responsible for hearing complaints 
and initiating criminal investigations against the police.

32 

The most salient example in recent years stems from the practices of the Los Angeles Police 
Department. After the events of the Rodney King beating in 1991, national attention 
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focused on police accountability and internal reform. Before the incident, civilian 
complaints were handled inconsistently. No regular procedure existed and investigations of 
complaints were rarely conducted. In the aftermath of the widely publicized incident, 
however, the Los Angeles Police Department was forced to address this issue of 
accountability. The county created a complaints office to centralize and legitimize the 
process while the Police Commission was given responsibility for taking complaints from 
the public.

33 

Brazil's need for legitimacy in the eyes of the public will force policymakers to address the 
issue of accountability. The current system of subordination of the Policia Militar and the 
Policia Civil to state governors has proven insufficient in providing an effective method of 
civilian oversight. 

Conclusion 

Public security policies in urban and rural settings generate two distinct paradigms. 
Unequal protection in urban areas translates into police violence directed toward individuals 
primarily on the basis of skin color. Unequal protection in rural areas, on the other hand, is 
largely dictated by socioeconomic factors. Aside from the fundamental paradigmatic 
difference, predominance of race versus predominance of class, the urban and rural settings 
share many similar characteristics. 

In Brazil, inequalities in public security result from two overarching problems in the 
policymaking process. The first is the structural organization of public security forces. 
Responsibility for public security forces is specifically assigned to state governors in the 
1988 Constitution. The same Constitution also gives the Army direct supervision over the 
Policia Militar. Competing civilian and military agendas force the Polfcia Militar into a 
double-edged situation. They must struggle to remain loyal to each sphere of power while 
not offending the other. The result is a continued attention to the military agenda in public 
security, a focus which was supposedly eliminated in the decentralization mandated by the 
Constitution. 

Public security forces have additional structural problems in the separation of powers 
between the Policia Militar and the Policia Civil. The segregation of apprehension and 
investigation activities fosters a resentment between the two forces. This situation results in 
extrajudicial punishments on the part of the Polfcia Militar and the implicit support of 
vigilante groups in both the urban and rural setting. 

The second major problem occurs during implementation. Revisions in the training 
curriculum, for instance, are offered only to officers in the forces. Lower-level personnel, 
who have primary contact with the public, do not receive training in the areas of human 
rights and public relations. The opportunity to extend new training procedures to all 
members of the public security forces might begin to improve the process of fighting crime 
in the streets, where most police actions occur. 
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Decentralization, in public security forces, has not produced the desired results. Services 
still show a drastic inequality between racial and economic groups. Public security has 
faded from the political agenda in Brazil. Many sensational stories, both domestic and 
international, report on the high crime and predominance of violence in Brazil, but few 
explanations are offered to explain the situation. This chapter is a preliminary step in this 
direction. More work is needed to examine the process of getting issues onto the political 
agenda in order to determine why, if crime is such a large concern in Brazil, the actual 
structure and responsibilities of public security forces have received so little attention. 
Decentralization, unaccompanied by other measures, has not affected the inequalities of 
public security policy. 
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Chapter 3. Housing Policy in Brazil: Devolution by Default 

Brett Bradshaw, Mary C. Bums, Marvin McNeese, Jr. 

Introduction 

Housing policy is arguably the most visible indicator of a nation's social policy, since 
shelter is among the most basic needs of a populace. Like other social policies-such as 
health and education-it is both a cause and an effect of poverty and wealth and mirrors the 
economic health of a nation. Housing may also be the linchpin of a nation's social policy, 
in that an absence of decent, affordable housing results in a host of other social problems 
such as crime, urban blight, and poor sanitation, all of which can erode or negate the best
laid economic plans. Of particular importance is the effect-if any-that decentralization 
has had in alleviating the social exclusion that has typically characterized the Brazilian 
housing finance and delivery system. 

The process of democratization in Brazil over the last decade has had a significant impact 
on the way public policy-particularly social policy-is made. Democratic elections for the 
office of president in 1985 and ratification of the Brazilian Constitution of 1988 ended over 
20 years of authoritarian rule and represent important landmarks in the decentralization of 
Brazilian policymaking. As a result of this political opening, or abertura, many Brazilians 
have come to expect broad reforms, particularly in the area of social policy. While the intent 
of decentralization is to devolve policymaking authority from the federal government to 
states and municipalities in order to fashion local solutions to social problems, the 
decentralization of national programs in some areas has only fragmented governmental 
responsibility for problems, leaving a policy vacuum in which states and municipalities 
scramble to fill the void left by the withdrawal of the federal government. Low-income 
housing policy is one area in which the federal government has, in effect, abdicated a 
meaningful role. 

For decades, Brazil has faced a severe low-income housing shortage. Currently there are 
millions of Brazilians living in substandard housing like shantytowns (favelas), tenement 
houses (corti~os), and precariously built homes, many of which are in areas without urban 
services or rights to land (loteamentos desurbanizados). In the 1960s, the national 
government instituted a highly centralized housing finance system that distributed resources 
to state and municipal housing companies for local construction projects. However, despite 
an increase in federal budget outlays and the construction of 4.5 million public housing 
units during the military regime, the federal housing program did not serve the poorer 
majority of the Brazilian population.

1 
The beneficiaries of this housing system were mostly 

middle- and upper-income Brazilians; those earning less than five minimum wages were 
excluded from the benefits of the national housing policy. 
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As the democratization movement began to take hold, reformers believed that decentralizing 
housing policy would lead to greater efficiency and equity in service delivery and would 
increase popular participation in the policymaking process. Indeed, the 1988 Federal 
Constitution includes housing in its guidelines for urban development and mandates joint 
responsibility among all levels of government for implementing housing policy. While the 
Constitution mandates decentralization and local participation in the administration of urban 
policy, it fails to clearly define policy roles for each level of government. As a result, the 
transition from a centralized federal policy to a decentralized system has not occurred 
smoothly and the federal presence in low-income housing policy since 1986 has been 
virtually nonexistent. 

This conflict in housing policy underscores some of the difficulties of decentralization and 
the transition to democracy in Brazil. In response to the absence of a national housing 
policy, states, municipalities, and nongovernmental organizations (NGOs) have assumed 
greater roles in formulating housing programs and policies. Yet, while some states and 
cities have developed local housing initiatives and programs, their efforts have been largely 
ineffective because of the lack of resources and direction from a comprehensive national 
policy. While decentralization continues to be an important avenue for increasing popular 
participation in the policymaking process, there is some question as to how it will affect the 
delivery of housing services to low-income citizens who continue to be excluded from the 
benefits of government intervention. 

This chapter analyzes Brazil's housing policy in the context of decentralization. As Brazil 
struggles to respond to its severe housing deficit, the policy legacies of previous regimes 
help to shed light on the direction of housing policy in the transition from authoritarianism 
to democracy. This chapter will describe Brazil's housing deficit; recall the history of 
housing policy in modem times; outline the structure of housing policy at the federal, state, 
and local levels; identify some state and local housing programs and initiatives; and 
compare Brazil's experience in decentralization with those of Mexico and India 

Brazil's Housing Deficit 

Nationwide, Brazil suffers from a severe housing deficit. Put most simply, the deficit 
indicates a shortage of housing units that leaves the poorest inhabitants of Brazil's cities 
without shelter. However, the term "housing deficit" goes beyond a mere quantitative 
definition. It also refers to qualitative deficits in existing stock-such as precariously built 
structures, dwellings in unsafe areas, overcrowded units, and housing with inadequate 
infrastructure-which so malign the actual physical structure as to make it almost 
uninhabitable. 

Estimates place Brazil's housing deficit at around 6.4 million units.
2 
On a state-by-state 

level, the situation can be even more grim. In Sao Paulo alone, for example, there exists a 2 
million-unit housing deficit, while some reports estimate that up to 70 ~rcent of all 
residents live in structurally deficientfavelas or overcrowded corti~os. More often it is 

70 



those earning up to five minimum wages that bear the brunt of the shortage; this sector 
lacks a total of 4.7 million housing units. It is estimated that the government would need to 
invest upwards of R$50.7 billion (Brazilian reais) to erase this housing deficit. Maintaining 
the levels of spending projected in current housing projects, it would take the government 
25 years to eliminate the shortage. 

4 

Several factors contribute to the current housing crisis in many of Brazil's large cities. 
Trends in urbanization, land prices and speculation, construction costs, and the limited 
purchasing power of the poor all contribute to the housing shortage. For the last several 
decades, migration from rural Brazil to Southeastern cities like Sao Paulo and Rio de 
Janeiro has led to massive urban growth rates. For example, the metropolitan region of Sao 
Paulo grew from approximately 8 million to 15 million inhabitants between 1970 and 
1991.

5 
Cities like Sao Paulo, which now face shortages in available, developable urban 

land, have been unable to accommodate such rapid urbanization. Furthermore, land 
speculation and corporate interests have held central lands vacant or increased land prices 
dramatically, well beyond the reach of the average Brazilian.

6 
In addition, economic 

recession and inflation have contributed to the crisis. Since this housing deficit developed 
over time, the next section will describe the policies created, their reason for being, and 
their effectiveness in alleviating the housing deficit. 

A Historical Synopsis of Housing Policy in Brazil 

Early Housing Policy 

The federal government first emerged as a housing policymaker in the Populist Era of 
1942-1964. The federal government interjected itself into the housing game for two 
reasons. First, housing provision was seen as a means of co-optin?, and thereby pacifying, 
the urban masses and was viewed as a form of political patronage. Hence, housing 
initiatives were formulated with an eye toward political, rather than social and physical, 
considerations. Second, it was believed that the government-as opposed to the private 
sector-was more capable and efficient in providing housing to all Brazilians. 

The first piece of housing policy of this era was the Tenancy Laws of 1942. These 
measures limited increases in rent and over the long term changed the housing complexion 
of Brazil from a largely renter to home-owner market. 

The Popular Housing Foundation (FCP-Furulacfi.o da Casa Popular) was the next major 
housing initiative. Started in 1946, it was the first attempt to coordinate social development. 
Its funding came from the Institute of Pensions for Industry (/API-Institutos de 
Aposentadoria e Previdencia para lndustria). In almost 19 years of operation, the FCP 
created 17 ,000 units throughout Brazil. While relatively successful, the insecure nature of 
IAPI resources, the FCP' s reputation as a patronage mill, and high inflation all served to 
weaken its effectiveness.

8 
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National Housing Policy under Military Rule 

During the military regime, the government became more active in its housing efforts and 
concentrated power in a highly centralized structure. The new government began to deal 
with new issues of the economy and inflation. The new direction was to create a housing 
system centralized both in terms of administration and financing that removed controls from 
the sale and renting of housing, capitalized the construction industry, stimulated 
production, and offered a market return and hedge against inflation.

9 
The Castello Branco 

administration replaced the Popular Housing Foundation with the Housing Finance System 
(SHI-Sistema Financeiro da Habit(lfiio), placing the National Housing Bank (BNH-Banco 
Nacional da Habitafiio) at its head. These two systems also approached housing as an 
element of social development, holding that the government must make basic structural 
changes in the economy.

10 
The BNH embarked upon the practice of monetary correction 

(indexation), which became the government's principal means of containing the 
destabilizing effects of inflation. 

The funding for these systems came from two sources: the FGTS (Fundo de Garantia do 
Tempo de Servicio) and the Brazilian Savings and Loan System (SBPE-Sistema 
Brasileiro de Poupanca e Emprestimo ). The FGTS received its funds from a mandatory 8 
percent payroll contribution through transfers from the wages of each worker. Voluntary 
savings came from the sale of housing bonds and from the savings deposited through 
cademetas de poupanfa (passbook accounts) in SBPE accounts. The FGTS was designed 
to be a safety net for the worker: theoretically the worker would contribute to this fund 
during his or her employment, earn interest on the account, and be able to draw on it in 
case of unemployment, retirement, or the need to borrow funds for special investments like 
housing. Since most of Brazil's workers participated in this system, the fund became quite 
large. The government, in turn, utilized this fund to generate the capital needed to make 
loans for large housing investments to be paid back in installments. The SBPE was 
essentially designed to be a savings-and-loan operation similar to the model in the United 
States. 

However, many low-income people, without the ability to repay, were not able to obtain 
loans. The real function of the FGTS and SBPE, BNH' s primary funding mechanisms, 
was to mitigate inflationary pressure and accumulate capital for long-term investment.u The 
establishment of this housing fmance system reflects a unique feature of housing policy
the need to generate large amounts of capital. The basis of any housing policy is the way in 
which it is able to mobilize large amounts of capital for the construction of housing and 
related projects not done through the private sector. The BNH centralized the collection of 
this capital through the funding mechanisms embodied in the FGTS and SBPE. 

The bank's main function was to control and set terms of investment in housing 
construction, dispense funds through short- and long-term loans, and to purchase and set 
the terms of repayment. The housing program fell under the jurisdiction of the Ministry of 
Interior in the federal government. Figure 3.1 outlines this structure. 
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The SFH and BNH dispensed contracts and funding to several different agencies and 
housing projects. These included the COHABs (Companhias Nacionais) located 
throughout the states, the INCOOPs (Institutos de Orienta~ao as Cooperativas 
Habitacionais), and private builders and construction companies. Initially, the projects were 
oriented toward housing construction. However, as part of the wave to support industries 
undergoing capitalist development, the BNH began to fund projects targeted toward 
physical infrastructure. The bank was to operate through private and public agents for 

73 



collection and allocation of funds and would ultimately distribute money to the private 
construction industry through the COHABs. Although under the supervision of BNH, 
COHABs had power at the local level to establish contracts with private companies to carry 
out their projects. While the BNH made the fmal decision as to how much money a 
particular state or city would receive, the COHABs had some autonomy to select the 
beneficiaries of housing services. 

The housing plan's goal was the monetary correction of fiscal outlays in order to preserve 
the value of funds lent and ensure an adequate return. Essentially, the government's motive 
was to create a system where the state would mediate the exchange of finance capital, 
guaranteeing a rate of return above the level of inflation.

12 
Such action would benefit the 

construction industry and building materials industry as well as stimulate employment and 
production without inflation. 

However, another motive for the plan was the legitimization of the government. The 
housing program can be seen as a compensatory program to court the support of those who 
would lose most from the government's new economic policies-the poor and working 
class. The program was the response to a threat of political vulnerability, an attempt to 
capture the support of the urban population before it was recaptured by the populists. 

13 
For 

example, one new element of the program was the cooperative housing project, which was 
to be channeled through unions that were prepared to collaborate with the government. The 
program represented one way of selectively benefiting union membership and offering an 
instrument of patronage to the imposed union leadership. 

Overall, this centralized housing policy was an economic and employment strategy, not a 
low-income housing program. The program was expressly compensatory in its objectives, 
but the way the government defined the problem and structured its solutions was 
compatible with the exclusive nature of the political and economic establishment. The 
policy's orientation to low-income groups became dispensable because of the interests built 
into the program's structure. As a result, the focus of the BNH's housing provision was 
the urban middle sector. From 1964 to 1980, some 35 percent of units financed by BNH 
went to low-income families, while 65 percent went to the middle and upper class.

14 
From 

1964 to 1977, BNH dispersed some 522,000 housing loans for low-income housing 
projects, while also providing over 1,049,000 loans for middle and upper levels of 
housing.

15 
Another indication of this priority was the increasing attention to urban 

development. In 1976, 48 percent ofBNH funds went for housing, while 34 percent went 
to development projects like subway system construction in Rio de Janeiro and Sao 
Paulo. 

16 

Because of this shifting focus, the government periodically created new initiatives to 
refocus housing efforts on the provision of housing for low-income families. These 
included the National Plan for Popular Housing (PLANHAP) in 1973; the Program to 
Finance Urbanized Lots (PROFILURB) in 1975; the Financing of the Construction, 
Completion, Enlargement, or Improvement of Social Interest Housing (FICAM) in 1977; 
the Program for the Eradication of Substandard Housing (PROMORAR) in 1979; and the 
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National Program for Self-Help Construction (Projeto Joa.a de Barro) in 1985. However, 
these did not succeed in retracting the increased involvement of the BNH in the real estate 
industry and with construction companies and private banks, nor did it ease the 
mismanagement of the SFH, which had become a serious constraint by this time. 

The SFH and BNH seem to have posted impressive results, but it is clear that their policies 
did not benefit all Brazilians. The BNH built 4.5 million units of housing during its two 
decades. However, housing needs during those two decades totaled 10 million, and only 
24 percent of the total investments went to low-income families. 

17 
While a centralized 

system may have facilitated the implementation and financing of housing projects, its 
record of excluding low-income citizens from the benefits of the program helped arouse 
support for increased democratic participation and decentralization of power. 

Housing Policy in the New Republic 

In 1985, following a strong movement of democratization, Brazil officially ended 20 years 
of authoritarian rule with the election of President Tancredo Neves. Following Tancredo's 
untimely death, Jose Sarney took office and launched the New Republic under the yoke of 
substantial social policy concerns. The Sarney administration sought to reform social policy 
by restructuring the funding system and reorganizing administrative structures. However, 
residual effects of the financial crisis of 1982 (a result of a global rise in oil prices) crippled 
funding for housing projects and led to massive withdrawals from the FGTS and FIS. This 
loss in capital resulted in an upward inflationary spiral of over 50 percent per month, 
further impeding the effectiveness of the housing program. 

18 

At the outset of the New Republic, the Sarney administration adopted a housing agenda that 
appeared to be similar to that proposed in 1964-one that would redistribute income, 
reduce poverty, and ameliorate the low-income housing problem. Further, the new 
administration attempted to construct a new model of social policy that could ensure the 
most efficient and equitable service delivery possible. As a result of democratic changes in 
the political environment, this model would incorporate decentralization and greater popular 

• • • 19 
participation. 

Sarney did not seek to continue housing provision as a federal responsibility, but did create 
the first Ministry of Urban Development and a Working Group for the Reformulation of the 
SFH. It was apparent that the SFH had benefited mainly the middle and upper classes and 
that most housing programs excluded the poor. Sarney included a broad spectrum of 
interests in the Working Group: construction and real estate industrialists, private and 
public banks, state housing secretaries, and urban reform groups. While the consensus of 
the group was to reform the structure of the financial system by creating a new, 
decentralized urban development bank that incorporated greater popular participation, 
Sarney discarded the reformist recommendations and eliminated the BNH, transferring its 
duties to the CEF (Caixa. Econ.Omica Federal) and the National Monetary council.

20 
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Although the BNH had been faulted for bureaucratic inefficiencies and inequities, its 
elimination represented a major blow to the maintenance and strucb.Jre of housing policy. 
The institution that came to control the funds from the FGTS was not ~able of planning, 
formulating, and implementing sound housing policy at a national level. 

1 
In spite of 

increased demands for new low-income housing policy, all coalition-building efforts 
faltered in the absence of the centralized structure. The elimination of the BNH was a first 
step in both the decentralization of housing policy and the withdrawal of the federal 
presence in the development of housing policy. 

The demise of the BNH spawned a period of confusion with regard to the federal role in 
housing policy. The ten-year period of 1985-1995 was a virtual merry-go-round of new
and subsequently abandoned or colonized-federal housing agencies. Figure 3.2 indicates 
the dizzying structural transformations of this period. 

In 1985, for example, the Ministry of Interior was replaced by the Ministry of Urban 
Development (MDU). In 1986, the BNH was replaced by the CEF (Caixa EconlJmica 
Federal). Two years after its genesis, the MDU was transformed into the Ministry of 
Housing, Urbanism, and Urban Development (MHU) and linked to the CEF. Soon 
thereafter, in 1988, the MHU was transformed into the Ministry of Housing and Social 
Well-Being (MHBES). In 1989, the MBHES was eliminated and its duties passed back to 
the Ministry of Interior. In 1990, President Collor created the Ministry of Social Action, 
which was later renamed the Ministry of Social Well-Being by Itamar Franco. Under this 
latter agency, the National Secretary of Housing was created and duly invested with those 
areas of jurisdiction. 

In contrast to the authoritarian period, low-income housing policy in the New Republic was 
not institutionalized at the national level. Since the abolition of the BNH, the federal 
government has lacked a coherent national policy. As is evident in the instability of the 
federal structure, each presidential administration has altered the housing delivery system, 
impeding any continuity or implementation of new policy alternatives. Even as the ministry 
responsible for administering FGTS resources changed five times, the highly cent::ralired 
federal funding structure did not change. However, federal funding did decrease as a whole 
during the same period. FGTS funding was less than 30 percent of what it had been in 
1980. 

22 As the federal government was quickly backing away from a meaningful role in 
national housing policy, internal forces were pressing for constitutional reforms to increase 
democratic processes and the decentralization of power. 

Housing in the Federal Constitution of 1988 

The Constitution of 1988 institutionalized many democratic reforms that had been 
discussed in Brazil since the close of the military era. One of its primary accomplishments 
was to mandate the decentralization of power and authority in most policy areas. However, 
the Constitution lacks any explicit reforms and directives expressly for housing policy. 
Unlike health policy, which underwent a complete redesign, housing policy was not 
fundamentally changed. The absence of direct housing policy in the document is largely 
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due to the strong presence of corporate interests at the convention that were unwilling to 
alter the financial structure of housing programs. While the constitutional mandate for 
decentralization encouraged broader democratic participation in urban issues, broad and 
vague directives regarding jurisdiction over housing policy facilitated the federal 
government's abdication of responsibility to states and municipalities. 

While housing is referred to many times in the Constitution, it is not defined as a social 
right, as are education, health, social security, and other rights. However, housing is 
discussed more subtly in the context of urban policy provisions: the Constitution mandates 
urban reform that recognizes the social function of cities and property in addition to 
encouraging popular participation in the administration of urban policy. Article 7, Item 4 
establishes the right of urban and rural workers to earn enough to meet the basic necessities 
of life, including housing. However, the Constitution is quite generic in terms of 
distributing responsibility for implementing urban policy among the levels of government. 
Article 21 accords the federal government exclusive jurisdiction to establish guidelines for 
urban development, including housing, basic infrastructure, and transportation. At the 
same time, Article 23 states that it is the mutual responsibility of the federal, state, and local 
governments to develop housing construction programs to improve living and sanitation 
conditions. As a result, responsibility for implementing housing programs lies not with any 
one level of government, even though implementation of urban policy is to be directed by 
the federal government. The Constitution did, however, go so far as to allow rural workers 
access to the funds of the FGTS, re-establishing the importance of the federal role in 
financing housing development. 

As a whole, the Constitution did not change the former centralized model for the 
formulation and generation of housing policies. Yet, it did establish the framework for 
devolving power to the states and municipalities. The result of this conflict was that any 
level of government had jurisdiction to formulate, finance, or implement housing programs 
of any kind, but no level was put in charge. The legacy for housing policy of the 1988 
Constitution was to institutionalize a policy vacuum in which the federal government was 
able to abdicate responsibility to other spheres of government under the shadow of 
decentralization. 

However, the Constitution did include provisions that enabled local governments to take on 
a larger role in policy development. Article 29 redefined the role of the lei organica (organic 
law), granting municipalities the right to draft and approve a city charter. This city charter 
would serve as a progressive local tool through which municipal governments could 
institute housing-related laws pertaining to zoning, land tenure, and taxation.

23 
The 

Constitution mandated that municipalities cooperate with representative associations in 
forming the lei organica, which would summarily involve popular participation in the 
process of local governance. In recognizing the general, yet dire, need of urban 
infrastructure development, the Constitution also called for municipalities to create Master 
Plans-future-oriented development guidelines which included zoning regulations and 
standards for low-income housing. The Constitution also authorized the Municipal 
Property Tax (IPTU-lmposto Predial e Territoral Urbano) as a source of project funding. 
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One element of the Constitution that appealed to the popular classes was the formalization 
of the lei de usucapiiio, a statute that required the transfer of a private land title to a 
productive occupant after a given period of time. The Constitution deemed that any 
individual occupying up to 250 square meters for 5 years without interruption would be 
able to acquire the title to the land. In addition, the lei de concesstio de uso allowed 
individual municipalities to lease public lands on which many favelas were constructed. 
These laws serve as the basis for self-help alternatives in housing delivery by helping the 
landless poor to acquire land and enabling municipalities to regularize land holdings and to 
lease public lands for self-help construction. The Sarney administration created the National 
Self-Help Housing Program (Programa, Nacional de Mutiroes Habitacionais), which 
distributed 550,000 loans based on proposed-project merit in its first year. The Collor 
administration continued the federal push toward municipal initiation of housing directives 
with the creation of the Municipal Housing Fund (FMH-Fundo Municipal de Habita9tio ). 

Trends in Housing Policy 

Housing policy and implementation in Brazil have, ostensibly, undergone serious 
qualitative changes from the military government to the current democratic one, particularly 
at the federal level. The disarticulation of the National Housing Bank (BNH) and the new 
"shared competence" among the three levels of government in the area of housing policy 
are evidence of these changes. However, both periods-pre-1985 and post-1985-have 
been characterized by three basic similarities. 

The first is the issue of legitimacy. Legitimacy refers to the need of any government to 
maintain at least the image that it works for the benefit of all classes in its society, as 
opposed to only the elite. President Castello Branco attempted to convince the urban 
popular sector that his coalition could govern effectively. In the new democratic system, the 
government needed to convince the increasingly politically-relevant urban working classes 
that it would effectively address enormous social problems while reforming the political 
problems of corruption and elitist politics. 

One of the ways in which previous governments had secured their legitimacy was through 
housing policy. In the early 1980s, parties vying for political control of the New Republic 
embraced housing policy as part of their platform, thereby recognizing housing as a 
fundamental social issue which had to be convincingly addressed. This commitment was 
further solidified with the importance given to housing in the 1988 Constitution. Further, 
the New Republic used housing policy not just to legitimize itself domestically, but 
internationally as well. In the early 1990s, Brazil joined other nations in its global 
pronouncement of housing as a human right and its subsequent ratification of several such 
international treaties. 

The second similarity between the military and democratic periods has been the top-down 
structure of the finance system. Project funding under both the BNH and the CEF has 
involved six operational steps. These steps illustrate the interplay between the fixed 
directional flow of project financing and the variable nature of project formulation and 
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administration. The first step is that the BNH or CEF maintain a direct relationship with 
any agency requesting funds. The second is that the agency requesting funds, regardless of 
the level of government, is subject to federal regulations. The third is that the municipal 
COHABs have the authority to direct their projects to any particular beneficiaries and to 
solicit the assistance of private agencies. The fourth is that local agencies dependent on the 
BNH for program implementation obtain funding by means of negotiable loans. The fifth is 
that the local agency must make the appropriate amount of land available for the project. 
The final step is that the agency must participate in infrastructure improvements, making 
them part of the project costs. 

As part of the fixed directional flow of financing, the FGTS and SBPE have continued to 
be collected at the federal level: the third basic similiarity. Though administrative structures 
have been moved to the state, municipal, and community levels, funds continue to be 
collected by the federal government in order to maintain efficiency in resource transactions 
and availability and accessibility of the funds to applicants. 

Current Structure of Housing Policy in Brazil 

Federal Role 

While the federal government has jurisdiction over the development of urban policy, 
national housing policy is not currently a priority. The process of decentralization and 
Constitutional mandates has moved the focus for the delivery of social policies like housing 
from the federal level to the state and local levels. Yet, even as responsibility for developing 
housing policy and its implementation has been devolved to states and municipalities, the 
housing finance system remains centralized in federal institutions. The transfer of housing 
responsibilities from agency to agency since 1986 and the resulting fragmentation of federal 
authority reveals the lack of interest on the part of the federal government in developing 
national housing priorities. National housing policy lacks clear rules of responsibility, 
mechanisms, and instruments to effectively deliver services and provisions. 

Currently, the Ministry of Planning oversees federal housing policy through the Director of 
Housing in the Secretariat of Urban Policies. The Director of Housing helps to coordinate 
the distribution of resources as well as develop housing programs and proposals. While 
this structure is relatively new, the finance system remains largely the same. The 
management of resources for the federal finance system is the responsibility of the national 
savings bank (CEF-Caixa Economica Federal). The principal resources continue to come 
from the FGTS and SBPE. This system is fairly complex because different entities have 
discretionary power over various elements of funding. A council consisting of 
representatives from the federal government, business associations, and confederations of 
trade unions oversees the resources of the FGTS and defines rules for the application and 
distribution of resources. The resources of the SBPE, however, are governed and regulated 
by an entirely different body, the Central Bank, made up of federally appointed officials.

24 
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Qearly, the federal focus on housing is no longer on the production of housing. 
Responsibility for implementing housing projects and their construction has fallen to the 
states and municipalities. The few federal programs are more concerned with urbanization 
and regularization of land. For example, the Pro-Moradia. program deals primarily with 
urbanizing existing/avelas and regularizing popularly-held lands. This change in focus 
since the days of the BNH has affected the degree of federal involvement. Federal spending 
on housing and urban development has declined since 1982 to reach its lowest level in 25 
years in 1990.

25 
At the same time, state and municfpal spending has increased, although not 

at the same rate as the decline in federal spending. Furthermore, the federal government 
spent less than a third of the total resources of the FGTS last year. Because of the lack of 
financial guarantees and bureaucratic impediments, the majority of the 2,062 state and local 
housing proposals were not approved by the federal bodies that review funding requests. 

27 

In 1995, the CEF loaned only R$832 million for housing and infrastructure projects, and 
until December of that xear, only 183 projects received approval in conjunction with the 
Pro-Moradia. program. 

This lack of federal leadership in housing policy has severely affected the delivery of 
housing services in Brazil. The government has failed to provide popular housing for the 
poor and has excluded certain social classes from full participation in society. In light of the 
decreased federal role, state and local governments have become increasingly important in 
the execution and delivery of effective low-income housing programs. 

Housing Policy at the State and Local Level 

The decentralization of power that has accompanied Brazil's move to more democratic 
means of governing has granted states and municipalities greater participation in forming 
housing policies and programs. While this decentralization has meant greater involvement 
for states and municipalities, it has also fragmented governmental response to a far
reaching problem. As a result of limited federal direction and a lack of rules governing the 
distribution of resources, state and local housing programs have been sporadic and only 
superficially effective. Since successful housing programs depend greatly on the 
availability of state and local resources, many poorer states and municipalities have been 
unable to structure an official policy. In some cases, state and local housing programs 
construct popular housing and provide urban infrastructure; but, for the most part, such 
programs are limited to working with community organization on mutirao (self-help 
housing), providing construction materials to individuals, and legitimizing the status of 

29 
lands held by squatters. 

Several factors explain the increased role of state and local governments in housing policy. 
Frrst, the federal government's lack of initiative in developing an organized policy, and the 
poor performance of the federal housing system, led low-income citizens to turn to state 
and local leaders. During the administration of the National Housing Bank (BNH), only a 
minor portion of the units built went to low-income families. Often BNH funds were 
invested in urban development projects such as the construction of bridges and subway 
systems in Sao Paulo and Rio de Janeiro. Because low-income housing policy has not been 
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institutionalized at the national level, federal funding has decreased dramatically, satisfying 
only 3 percent of estimated housing needs. 

30 
With states and municipios facing 

unprecedented urban growth, state and local leaders in the late 1970s and early 1980s were 
forced to address the housing deficit and its accompanying problems. 

Second, the political opening ( abertura) and the democratization of state and local elections 
brought more progressive leadership to many areas and was accompanied by high 
expectations of social policy reform. One watershed was the 1982 elections for state 
governor, in which opposition candidates won in 10 of 23 states, including the leftward
leaning Leonel Brizola in Rio de Janeiro.

31 
Brizola's platform contained an aggressive plan 

to use 80 percent of the state's resources for 80 percent of the population and guaranteed 
every family a right to land ownership.

32 
The election of other progressive governors and 

mayors signaled a mandate for dealing with pressing social issues that the authoritarian 
government had ignored. 

Third, the municipal planning provisions in the 1988 Federal Constitution increased 
municipal responsibility and gave localities the authority to develop their own programs and 
formulate local councils. While the new constitution did not redesign the previous housing 
model or outline a significant policy, it did propose urban reforms which would recognize 
the social function of cities and property, as well as encourage popular participation in the 
administration of urban policy. 

State Role 

The process of democratization in the 1980s greatly increased the participation of states in 
the financing and delivery of housing programs. The effect of this participation has been to 
institutionalize state housing systems and their roles in the delivery of services. For the 
most part, state systems are centralized without bodies of popular participation. Each state 
has a COHAB and a Secretary of Housing to develop and direct housing policies at the 
state level. Resources for state housing programs usually come from the state budget or 
from the federal system through specific projects. 

An autonomous housing policy at the state level must depend principally on the financial 
resources of the state. While the federal government finances housing and urban 
infrastructure programs and contracts with state COHABs, some states have been able to 
provide additional programs and develop their own policies. Since the state of Sao Paulo, 
for example, generates 33.9 percent of the gross domestic product, it has the resources to 
develop a state housing system with institutions expressly designed for housing projects. 
As a result, this housing system has a well-developed housing policy structure. 

In 1982, the state of Sao Paulo created the Urban Development and Housing Company 
(CDHU) as the executive arm of the Secretary of Housing. Unlike the state COHAB, the 
CDHU operates exclusively from state resources. These resources are drawn from a state 
fund for housing (Fundo Estadual de Moradia), generated by a statewide 1 percent sales 
tax. In addition to the monies allocated in the state budget, this fund finances many state 
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housing projects beyond those already financed by the federal government. In addition, 
Sao Paulo has a State Housing Council, but this council has an administrative character and 
does not guarantee the popular representation of civil society. The authority for 
decisionmaking continues to be centralized with the Secretary of Housing and the State 
Governor. 

The CDHU has formulated a variety of housing programs with characteristics which have 
differed somewhat from federal programs. In 1983, the CDHU created the Programa 
Mrmicipal de Habitaflio (PMH), which proposed to offer conditions by which families 
earning up to three minimum wages would be able to construct housing units through 
mutiriio (self-help housing). In collaboration with municipal administrations, this program 
helped construct 7 ,000 housing units. Later, through a series of projects, the state 
contracted with construction companies to build many thousands of housing projects in the 
metropolitan area of Sao Paulo and in the interior of the state. 

33 
However, housing need, 

particularly in the metropolitan area of the capital, far surpassed the modest gains in the 
housing projects. 

In addition, the Brizola government in the state of Rio de Janeiro from 1982 until 1986 
adopted an aggressive housing policy. Brizola recognized that land tenure, land ownership, 
and conflict over land were issues directly relevant to housing policies and programs. 
Because of high land speculation, the number of unused vacant lots in urban areas had 
skyrocketed. Rio had also faced unprecedented growth in its urban population. During this 
period the housing deficit had increased substantially, and many low-income residents were 
living in precarious housing without proper infrastructure. The Brizola campaign promised 
to devote 80 percent of state resources to benefit the poor rather than to build roads, 
tunnels, and access to beaches down the coast for the middle class.

34 
The basic platform 

was Cada FamiUa um Lote (for every family a plot of land), guaranteeing a right to land 
ownership. The aim was to rectify the legal issues involved in regularization, promote 
urbanization, and provide construction materials and essential services such as drinking 
water and transportation.

35 
The program had limited success as a result of recession, federal 

stringency, and severely limited state resources. However, the increased dialogue between 
the low-income inhabitants and the state government proved to be an important step in the 
democratization effort. 

Despite some successes, state government efforts have fallen short in addressing the 
housing needs of low-income citizens. While it is certain that states will play an increasing 
role in providing housing services, the lack of administrative capacity and resources 
continues to prohibit a comprehensive strategy in most states. Even as the federal 
government is eager to accelerate decentralization, states may not be prepared for the 
increase in responsibility without sufficient direction. 

Local Role 

Much of the delivery of housing policy in Brazil occurs at the local level in the municipios. 
Due to the lack of initiative at the federal and states levels, local administrators have taken 
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steps to formulate low-income housing policies to meet the needs of low-income residents. 
In addition to providing innovative solutions to local problems, municipal involvement 
increases the participation of citizens in local institutions and is a key element in the 
decentralization of power. 

36 
As a result of the decentralization of authority, mayors take it 

upon themselves to implement their own programs to ameliorate housing conditions for the 
local poor. Most state capitals have a municipal housing company as well as a housing 
authority to govern the finance and development of housing programs. Because 
municipalities are not generally self-sufficient financially, local intervention usually takes 
the form of providing infrastructure, intervening in the real estate market, offering technical 
assistance, and even producing some modest residential units.

37 

Municipal housing policy typically has five components. First, housing programs of most 
major municipalities include public works projects infavelas. These projects pave roads, 
install drainage equipment, and connect public services such as water, light, and sewage. 
Second, a major part of municipal policy is to regularize lands that have been invaded by 
squatters. Third, municipalities also set up programs to enable the acquisition of urban 
land, either through donation or installment plans. Fourth, municipalities provide technical 
assistance for the construction of self-help housing. Mayors provide a series of models for 
the construction of homes as well as offer engineers and architects for consultation. 
Finally, municipalities are also able to construct residential housing, finding creative ways 
to finance such projects. 

The city of Sao Paulo is a good example of a municipio that has sought to structure a local 
housing policy to deliver services. Municipal urban planning provisions in the Federal 
Constitution, combined with the continuing demand for improved housing conditions by 
social movements, provided the impetus for Sao Paulo's urban policy from the late 1980s 
to the early 1990s, under the leadership of Mayor Luiza Erundina. Sao Paulo has its own 
department of housing and urban development governed by a secretary, SEHAB 
(Secretaria da Habitacao e Desenvolvimento Urbano). In addition, it has a municipal 
construction company designed to build public housing and public works. Sao Paulo also 
has a large enough budget to fund housing and urban infrastructure projects. 

The main housing objectives in Sao Paulo's program were to provide incentives to build 
housing, to impede speculation on land suited for public housing, to improve conditions in 
precarious areas, and to guarantee resources for investment in social-interest housing and 
infrastructure projects. 

38 
Erundina' s local housing efforts included interventions in the real 

estate market, taxation, and public-private initiatives intended to free up resources for the 
construction of public housing. The administration was able to dedicate 5 percent of the 
city's budget to SEHAB and was successful in constructing some public housing units 
( conjuntos ). 39 

However, in 1992, Paulo Maluf defeated Erundina for mayor and ushered in a new policy. 
Being of a different political orientation, Maluf ended the majority of Erundina programs 
and developed a large-scale project dedicated to the betterment offavelas. The program, 
called Projeto Cingapura, is an attempt to urbanize and verticalize/avelas. Through 
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improvements in infrastructure and public works, the project ventures to make conditions 
infavelas suitable for living. In addition, the project embraces verticalization, the 
construction of high-rise apartments, into which are transferred families that live in 
precarious conditions in thefavelas.

40 

While Projeto Cingapura seems to have completed some impressive projects, it is still too 
early to know whether it has had much impact on housing conditions city-wide. The Maluf 
administration appears to be directing a policy that is highly centralized, reserving 
decisionmaking power to itself. While Erundina's administration attempted to cultivate 
popular participation from social movements and citizen associations, Maluf' s program 
appears to prefer developing large-scale housing projects, the same kind of projects favored 

41 
by the BNH. 

Decentralization in Housing Policy 

The decentralization of authority to state and local levels of government appears to be the 
key feature of housing policy in Brazil in the current setting. As the federal government 
finds fewer reasons to remain involved in the provision of housing programs, the impetus 
will reside with lower levels of government to fill the policy vacuum created by the 
withdrawal of the federal government. Although the Constitution of 1988 attempted to 
facilitate decentralization, it fell short of establishing specific roles and responsibilities for 
each level of government in an overall housing strategy. The result has been a lack of both 
federal vision and mechanisms of jurisdiction regarding housing policy. Thus, 
abdication-versus devolution-may be a better description of federal housing policy. 

This is one of the ironies of decentralization. While decentralization is arguably the best 
way to encourage popular participation and include previously excluded citizens in the 
policymaking process, the decentralization of power in Brazil has left a policy vacuum that 
has hampered the comprehensive delivery of housing services. Decentralization may be the 
best way to guarantee participation in popular housing movements, but it is not a panacea 
for the development of sound housing policy. The following section is an attempt to put 
decentralization in context by making some comparisons with the housing experiences of 
other countries. 

International Experiences: Mexico and India 

General Commonalities 

In order to examine Brazilian housing policy on an international continuum, Mexico and 
India have been chosen as countries of comparison to Brazil. Their selection was made 
because of a number of shared political and economic similarities. Following their 
economic downturns in the 1980s, Brazil, Mexico, and India are all currently enjoying 
various degrees of economic rehabilitation.

42 
Each is a rapidly industrializing nation 

(although India is at an earlier stage of industrial maturation than the other two) and a 
regional economic giant. The three countries exhibit tremendous income inequalities which 
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manifest themselves in megacities with severe housing and social infrastructure needs. In 
these urban areas, public housing policy has assumed a bipolar role: encouraging urban 
migration on the one hand (through a process of intense industrialization), while expelling 
these same groups on the other. Finally, in order to address tremendous gaps in housing 
and in affordability, all three have embarked upon some form of neoliberal, laissez-faire, 
decentralized housing policy, although to widely varying degrees of intensity. 

Commonalities in Housing Finance 

Housing finance 
43 

in Brazil, Mexico and India is a reflection of three basic macro
conditions. First, it is a reflection of the overall national and political atmosphere. In the 
past two decades, Brazil, Mexico, and India have all experienced tremendous population 
growth, a commensurate depression in real wages, and a concentration of industry and 
population in urban areas. Such trends invariably intensify demand for land, shelter, and 
housing finance, while making the provision of all three far more expensive. 

More specifically, however, housing policy in these countries is a reflection of particular 
problems related to housing finance. In Brazil, Mexico, and India, housing finance systems 
tend to be relatively weak while the informal financial system is quite strong. Because of 
the very high transaction costs associated with housing finance,

44 
and the more difficult 

maturity transformation,
45 

general fmancial institutions tend to shy away from housing 
finance and gravitate toward more profitable ventures. 

The real culprit in terms of eroding the strength of housing finance systems is inflation, 
which, in addition to increasing land and housing prices, is a tremendous disincentive to 
savings. In times of endemic inflation-as has happened particularly in Brazil-~ople tend 
not to entrust their savings to a bank unless there is some form of index-linking. Those 
who do deposit their savings in a bank tend to be persons of means. It is they who receive 
this money in the form of loans, thus precluding wholesale borrowing. 

Second, housing finance in Brazil, India, and Mexico is a reflection of both administrative 
and policy constraints. Inappropriate land policies restrict land availability and raise the cost 
of housing in urban areas. Weak administrative institutions result in unclear land titles and 
tenure, thus begetting a proliferation of irregular housing arrangements. Uncertainty of 
tenure makes formal lending impossible, while rigorous building codes increase 
administrative costs, thus diminishing the supply of affordable low-income housing. Such 
conditions characterize the housing conditions of the poor and thus ostracize them from the 
very fmancial system created to serve their needs. 

Finally, housing conditions, finance, and policy are a reflection of prevailing ideologies in 
these three countries. Housing production and finance are formulated by members of a 
dominant social and economic class who base policy on a certain set of defined economic 
and political norms and interests. While the state, in theory, acts as an ombudsman between 
competing groups, the state itself is composed of members of this same class, and 
invariably mirrors their interests. The state may attempt to reconcile such interests by 
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assuming the role of ultimate landlord and real-estate speculation agent, adding 
infrastructure, providing public services, and passing laws for future land use. However, 
this intervention invariably increases the price of land. 

Mexico 

Mexico has a much longer history of proactive housing programs and a stronger tradition 
of government-as-landlord than does Brazil. In a much less unequivocal manner than its 
1988 Brazilian counterpart, the Mexican constitution guarantees housing as a right. As 
such, Mexican state agencies have been the major sculptors of Mexican housing policy. 

Housing finance and policy in Mexico are also extremely centralized. In spite of some 
recent concessions to decentralization, for example the highly decentralized character of 
CORRET,

47 
all federal, state, and local housing finance and policy roads lead to the Federal 

District Housing policy itself is articulated in five-year increments through National 
Housing Program publications. The most recent (1990-1994) National Housing Program 
states as two of its objectives a reorientation of Mexico's housing programs to support the 
decentralization process and to serve the housing needs of Mexico's poorer residents. The 
strategy of the federal government in establishing such policy goals is to direct housing 
programs to the poorer segments of society, to articulate the need for intersectoral housing 
policies, and to consolidate and strengthen the coordination mechanisms among state 
housing institutions. 

Federal Housing Structure 

Although the federal government is the engine that drives Mexican housing policy, piecing 
together the parts of its sum is often difficult. Capital for housing finance originates with 
the Instituto Nacional Para el Desarrollo de la Comunidad de la Vivienda and is channeled 
to one of three types of federal housing entities and their highly specialized constituent 
agencies: 

1. housing funds that deal with blue and white collar workers: INFONA VIT,
48 

FOVISSSTE,49 and FOVIMI;so 

2. public agencies that deal with public housing funds: INVI,
51 

INDEC0,
52 

BANOBRAS,
53 

and FONHAP0;
54 

and 

3. public agencies that deal with private housing funds: FOW
5 

and FOGA.
56 

The efforts of these federal agencies have traditionally been directed toward one of three 
types of home ownership: owner-occupied housing programs, self-help programs, and 
vecindades ( cortifOS ). Of the above agencies, INFO NA VIT ( 414,206 units constructed), 
FOVI, and FOGA (468,637 units constructed in tandem) have been the most prolific in 
terms of actual housing production, accounting for 63 percent of the 1.4 million housing 
units constructed by the federal government from 1983 to 1988.

57 
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Mexican federal policy regarding the promotion of home ownership appears to have fallen 
victim to the law of diminishing returns. Since the bulk of housing assistance has gone to 
workers in the formal sector as well as to those constructing private housing, it can be 
presumed that federal housing agencies are not reaching the absolute poorest segments of 
society-those with the most severe housing needs. Ironically, too, if compared to 
Brazil-where the federal government is far less active in its promotion of home 
ownership-Mexican efforts at augmenting the volume and proportion of home ownership 
have yielded disappointing results. Whereas in 1980, 64 percent of homes in Mexico City 
were owner-occupied, by 1990 that figure had dropped to 46 percent,

58 
compared to figures 

of 88 percent and 67 percent, respectively, for Sao Paulo during the same period. While it 
can be argued that Sao Paulo's share of owner-occupied housing is diminishing at a greater 
rate than that of Mexico City, Brazil has simply not invested the same amount of effort into 
promoting this type of housing. 

It tends to be a universal housing truth that renters are much less well-off than home 
owners. Yet, in the area where the state has the ability to help the most vulnerable members 
of the housing market-renters--it has done almost nothing. Home ownership has been 
the standard of Mexican federal housing policy, while rental housing--often left to the 
states-has been largely ignored. After a 21-year lacuna in rental housing policy, 
FONHAPO in 1984 began to offer loans for up to 70 percent of the cost of rental housing 
at a rate of no more than 14 percent per annum. In addition, the federal government issued 
tax relief certificates to companies building housing that would be rented for a minimum of 
five years. Although 43,641 rental units were constructed between 1984 and 1988, the vast 
majority were in rapidly expanding tourist centers such as Puerto Vallarta and Cancun and 
more often than not served the wealthier segments of society. 

Effect on Social Exclusion 

In terms of its effect on social exclusion, Mexican housing policy has yielded conflicting 
results. Unlike Brazil, however, Mexican housing policy may be guilty of inefficiency 
rather than inaction. In spite of its efforts, Mexico has little to show for its efforts in terms 
of "digna y decorosa" housing for the poor (a platform of the 1990-1994 National Housing 
Program). The nation has a 6.1 million-unit housing deficit, and 50 percent of Mexico 
residents lack title.

59 
Further, housing finance policy excludes those it aims to help. Three 

policies serve to illustrate this contention. First, in spite of a 1985 Federal District Civil 
Code limiting rent increases to 85 percent of the rise in the minimum wage, the real value of 
rents has continued to appreciate considerably. Moreover, in 1978, social-interest housing 
was available in three major cities to those earning between 3.5 and 5.6 minimum wages. 
By 1984, it was available to those earning between 18.2 and 22.1 minimum wages."° (The 
minimum wage remained flat in Mexico during the 1980s.) Finally, in spite of the 
government's attempts to increase the supply of social-interest housing through FOVI and 
FOGA, most housing created since 1990, as is the case with similar Brazilian schemes, has 
benefited the middle class. 
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Yet, Mexican housing policy has been marked by innovations and successes. Most notable 
are the government's post-earthquake reconstruction of 70,00 new homes in four years in 
Mexico City, and the effectiveness of the Solidaridad program in helping irregular 
settlement dwellers obtain services and infrastructure. In addition, FONHAPO's attempts 
to accelerate the self-help housing process through private/public ventures resulted in the 
servicing of 75,000 sites in Mexico City between 1983 and 1988. 

These overall successes and failures of Mexico's housing policies are due, not in large 
measure to the centralized nature of the system, but to one endogenous and one exogenous 
factor. First, they are a result of the prominence given to housing policy in Mexican public 
policy. Housing is seen as both infrastructure and a social investment. Provision of 
services is regarded as a form of patronage and political bribery, and a mi ti gator of social 
unrest, while housing construction is viewed as a key to maintaining existing levels of 
employment. Thus, unlike the situation in Brazil, housing is a national priority. Second, 
the successes and failures of Mexican housing policy are the result of the larger 
(exogenous) demographic, political, and economic factors which shape Mexican public 
policy in general and which, in tum, form the context within which housing policy is 
formulated. 

India 

Housing finance and policy in India, while new and still evolving, more closely resembles 
that of Brazil than does the Mexican housing system. As with Brazil, housing has been 
accorded a much lower priority in India, secondarily because of India' s largely rural and 
agricultural nature, but primarily because the Indian government, in an effort to 
industrialize, has directed the credit of nationalized financial institutions toward higher
priority sectors. However, in an effort to address the shelter and infrastructure pressures 
posed by increased industrialization and urbanization,

61 
India's system, once highly 

centralized, has recently begun to decentralize, and in so doing has resulted in a laissez
faire type of housing policy approximating that of Brazil. The result is a pattern of vertically 
and horizontally fragmented power-vertical in the sense that power rests mainly with 
central, state, local, and city-wide agencies, and horizontal in the sense that power is vested 
in various municipal housing agencies.

62 

Federal Policy 

Like that of Mexico, the central government of India articulates its housing policy and 
determines its financial support for states through Five-Year Plans, the most recent of 
which ( 1990-1995) calls for a "new vision" based on three new policies. First, the 
government must heretofore act as a "facilitator"-versus direct participant-in housing 
resource mobilization. Second, local development authorities must restrict themselves to 
preparatory allocation of serviced sites for housing development. Finally, construction 
financing of housing must be left to the more efficient practices of the private sector, 
including households, employees, and developers. 
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Federal Structure 

The Indian government, through various fiscal and monetary policies, directly and 
indirectly channels the flow of funds into the housing sector, primarily through the General 
Insurance Company (GIC) and the Life Insurance Company (LIC).

63 
Funding from these 

two federal entities is allocated in turn to the Housing and Urban Development Corporation 
(HUDCO)-the government's main arm for low-income housing finance. Funding for 
private-sector housing is executed by both the Housing Development Finance Corporation 
and the National Housing Bank and is raised through private deposits. 

Housing and Urban Development Coqmration 

HUDCO, founded in 1971, is intended to assist the poorer segments of society by 
channeling funds through state housing boards and cooperatives. Yet, at best, the results of 
its programs and policies are inconsistent. For instance, HUDCO's loan structure gives the 
most attention to lower income ranges, and lower income groups do receive lower interest 
loans and longer repayment periods. Yet, though interest rates are low (13-15 percent) by 
Indian standards, they are too high for low-income earners.

64 
From 1971to1993, HUDCO 

committed enough funds for the construction of 3.46 million dwelling units.
65 

However, 
HUDCO provides a maximum of only 47 percent of the cost of the dwelling, forcing those 
without means either to spend savings or to borrow (at high interest rates) from 
moneylenders to make up the difference. 

Its inconsistencies notwithstanding, HUDCO has achieved some real successes which have 
allowed the poorer segments of society limited access to better housing. Ninety-eight 
percent of HUDCO' s financing flow is directed to various public agencies for specific 
public housing projects, 

66 
85 percent of this financing goes to the Economically Weak 

Sectors (EWS) and Low-Income Groups (LICs). As of 1986, 4,388 HUDCO projects had 
provided shelter for 3 million families in rural and urban areas. Typically, HUDCO 
finances the construction of 275,000 units per year. 

National Housing Finance Corporation 

As in Brazil, most of India's housing-85 percent-is funded through the private sector.
67 

The chief state-sponsored private housing organization is the Housing Development 
Finance Corporation (HDFC), which is funded through private deposits and, in turn, 
channels funding to various state Housing Finance Corporations (HFCs). As India has 
sought to devolve its housing policy to the states and commit itself to provide private-sector 
housing, the importance of the HDFC as an agent of housing finance and development has 
grown dramatically. 

Data on the HDFC are limited and somewhat inconclusive. Since HDFC funds are 
composed of private deposits, HDFC and HFC loans tend to favor the wealthier sectors of 
society. Indeed, state HFCs are allowed to invest 25 percent of all assets in high-yield 
bridge loans to developers, and 64 percent of the individual housing loans generated go to 
cities with more than 1 million people (where wealthier Indians tend to live).

68 
However, 
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low-income households £n comprise 25 percent of all HFC borrowers and 20 percent of the 
total loan volume. From 1989 to 1992, state HFCs increased their lending to households 
with incomes below the median urban level faster than they increased total lending. 
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National Housing Bank 

The National Housing Bank (NHB), India's third federal housing-finance agent, was 
created in 1987 to reform housing finance by mobilizing household savings, promoting 
expansion of a market-oriented housing finance system, and supervising and regulating 
housing finance institutions to insure the health and stability of the housing finance system. 

The NHB operates through existing financial institutions, including commercial banks and 
specialized housing finance companies. The linchpin of the NHB is its Home Loan 
Account Scheme, which appears to be a hybrid trust-fund/savings-account where the Bank 
matches savings for five years and then disburses the total in a low-interest housing loan. 
For many formal-sector employees, a portion of their monthly income automatically goes to 
the NHB. Informal-sector employees do not gain from such a scheme. 

According to the very limited available data, the NHB' s reforms of the housing finance 
system appear to be valuable. It has recognized the impediments to housing posed by land 
policy and has attempted to revise housing policy to achieve adequacy of housing supply 
and infrastructure provision. Additionally, it has included lending to low-income families 
by providing state HFCs with incentives to make small loans and loans for units under 40 
square meters. Requiring units to be less than 40 square meters is intended to prevent more 
affluent families from putting several small loans together to purchase a home. 

Its successes notwithstanding, the NHB has been unable to fully serve the "small man 
first" (its motto). Largely, this is a derivative of Indian macroeconomic conditions. For 
example, while the NHB has relaxed its refinancing requirements since 1990, housing 
costs, largely due to rapid inflation, have dramatically increased relative to the NHB' s 
maximum loan size. Further, the maximum refinancing amount under the program is equal 
to the maximum loan a family with a median income can afford. Under the current market 
interest-rate structure, families earning below the median income could borrow the 
minimum needed to purchase a 40 square-meter home only if they devoted 30 percent of 
their gross income to housing payments and undertook a 20-year mortgage.

11 
Thus, even 

with a low-interest NHB loan, housing-which tends to be three times the average wage
is still unaffordable to the poorest Indians. 

Effect on Social Exclusion 

Despite its attempts to decentralize and privatize the housing finance system, an enormous 
gap still exists in India between housing and affordability, as is the case in Brazil. India 
suffers from an estimated 25 million-unit housing shortage, which will only increase as the 
nation rapidly urbanizes. From 1951 to 1990, the housing shortage increased by 224 
percent 

72 
and, according to the 1981 census, 20 percent of the total urban population lived 

in slums. Indeed, in the past decade, India's slum population has increased at a much faster 
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rate than its urban population. Forty percent of Bombay's residents, for example, live in 
slums. 

73 
Although HUDCO, the HDFC, and NHB have been quite proactive in the 

construction of new housing stock, these units tend to be housing of the highest standards 
and highest costs. The poorest Indians by default live in older, unsafe housing, or in low
income, quasi-legal housing, or on the streets. 

Recent government rhetoric aside, housing in India, as in Brazil, is not a high priority. In 
its first Five Year Plan, in 1950, the Government of India spent 34 percent of the Plan's 
allocation on housing. By 1985, that figure had almost evaporated to 1.5 percent and has 
not risen appreciably since. There exists the misperception in India, as in Brazil, that 
housing leaches resources and does not have a multiplier effect on employment and 
ancillary production. Further, housing is denied the kind of systematic national policy to 
delineate long- and short-term strategies which exists for agriculrural and capital goods. 

Summary 

As has been illustrated, Mexico falls at one end of the centralization continuum, while 
Brazilian housing policy approximates that of India on the other-<Jecentraliz.ed-end 
However, in spite of their different ideological orientations and organiz.ational practices, the 
housing policies of Brazil, India, and Mexico have created many of the same outcomes: a 
reproduction of social segregation in housing, increased wban dispersion resulting in 
diseconomies of agglomeration, new demands on service provision and extension, 
increased transportation for peripheral settlement dwellers, a proliferation of new processes 
increasing rents in remote peripheries, and increased cost of basic subsistence. 

Conclusion 

This chapter has followed the trajectory of the Brazilian housing finance and delivery 
system from a highly centralized form during the military regime to its present de.centrali7.ed 
state. The watershed for Brazilian housing policy was the 1986 dissolution of the BNH. 
Although the BNH was considered to be an inefficient agency, its dismantling was a major 
blow to Brazilian housing policy in that it marked the end of a comprehensive national 
housing policy. The demise of the BNH engendered a period of housing policy confusion, 
as marked by the creation, amalgamation, and dissolution of a bewildering number of 
federal housing agencies. The confusion has since subsided, but in its stead, Brazil is left 
with a national housing policy vacuum. 

Unfortunately, the 1988 Constitution did little to provide directives for a national housing 
policy and indeed confused the situation. While decentralization is an important avenue for 
increasing popular participation in the policymaking process, policy divestiture without 
delimiting clear responsibilities among each level of government has propelled Brazil onto 
its current path of devolution by default Consequently, such a policy has resulted in the 
inherent tensions that characterize Brazilian housing policy, most notably its highly 
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centralized financial system at the national level, and an equally decentralized housing 
delivery system at the state and local level. 

As has been shown in this chapter, this fragmentation of authority is perhaps the key 
confict in Brazil's housing policy and has served to create four fundamental problems. The 
first problem is that the federal system lacks a formal body to establish priorities and 
directives, leaving lower levels of government to fend for themselves. Second, the federal 
system lacks mechanisms to guarantee the participation of the popular housing movement 
and grassroots organizations in the policymaking process. Third, this limited federal 
direction, with an absence of rules governing the direction of resources, has resulted in 
housing policies based on wealth and administrative capacity, creating tremendous regional 
disparities among and in states. Finally, the lack of administrative capacity and resources at 
the local level results in a piecemeal housing policy, further impeding any federal attempts 
to create a comprehensive nationwide housing policy. 

Yet, as the comparisons with India and Mexico have shown, the successes and failures of 
Brazil' s housing finance and delivery system are not contingent upon decentralization 
alone. Rather, decentralization must be examined within much larger national 
macroeconomic and political contexts. Attempts to mitigate or fix the problems posed by 
devolution must be part of a larger structural change: the Brazilian government's 
commitment to control the forces that both accelerate housing demand and constrain 
housing supply. Factors that create demand are oveipopulation, massive urbanization, 
industrialization and commercial expansion, and changing patterns of technology (cars, 
electricity, sewage) that allow the poor to go to cities. 

Housing constraints are generated by legal, financial, and bureaucratic impediments. The 
legal forces include Brazil's uneven urban and rural land-tenure systems, highly restrictive 
regulations and by-laws, and unclear systems of title and tenure. In the financial realm, 
land prices and housing prices that outstrip growth in personal income, budget constraints, 
and a lack of financial and monetary incentives for housing investment all serve to limit the 
availability of affordable housing. Finally, bureaucratic constraints, such as long gestation 
periods between project design and implementation, problems of resource mobilization, 
and the failure to link formal and informal sectors, will undermine any attempts to 
ameliorate social exclusion. 

Perhaps the biggest impediment to an effective housing decentralization policy is the lack of 
import attached by the Brazilian federal government to housing in general. Like India, and 
unlike Mexico, Brazil sees housing as leaching valuable resources from other, more 
"productive," sectors. This attitude has been particularly evident over the past decade. As 
such, decentralization seems no more than an abdication of federal responsibilities to the 
states. Without a systematic national housing policy and a prospective plan for long-term 
implementation-a centralized decentralization policy, so to speak-social exclusion in 
housing will persist, and the beneficial by-products of decentralization (e.g., flexibility, 
autonomy for local levels of government) will be negated. 
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Chapter 4. Fostering Political Participation: 
Municipalization and Information 

Stacey Abrams, Abigail Cramer, Marcia Grimes 

Introduction 

The preceding chapters have addressed topics on Brazil's social and political agendas: 
labor, public security, and housing; the present and historic conditions in these areas; and 
the existing policies regarding those conditions. Each presentation has identified aspects in 
its respective area in need of revision or improvement. In general, these changes must 
occur within the policy arena, that is to say, within the state. It is unrealistic to expect, 
however, that a comprehensive effort to ameliorate social exclusion will result without the 
support of those sectors most affected by the disparities. Broad-based participation in the 
political process begins to build the foundation for accountability and ultimately for 
transformation. The idea of popular participation itself becomes a policy. Like the 
preceding chapters, this chapter examines the conditions, policies, and external factors 
which promote or constrain popular participation in functions of the state, in order to 
identify measures which may further Brazil's goal of consolidating a participatory 
democracy. 

The nature and extent of citizen involvement depend, among other factors, upon the degree 
to which the populace has access to information about the activities of the state, and the 
degree to which the populace can act on the basis of that information. The following 
analysis, therefore, approaches the topic of popular participation through a reflection on the 
recent decentralization of policy formation to the municipal level, and the degree to which 
citizens have taken advantage of this restructuring to channel community interests into the 
realm of policy formation. It concludes with an analysis of the role of the media as 
information disseminator in Brazil today and its role in shaping interactions between the 
state and civil society. 

From 1964 to 1985, the governing structure of the nation remained essentially closed to 
input from anyone but the most powerful socioeconomic actors. Since the early 1980s and 
the beginning of the move toward political opening, public channels and instruments have 
become increasingly open to the public. In response to changes in the civil society, the 
1988 Constitution introduced measures which formalized the commitment of the federal 
government to include the populace in public policy formulation and in the administration 
of public funds. 

Nevertheless, the state-civil society relationship in Brazil continues to be problematic. In 
many regions, clientelism prevails as the mode of interaction between those in power and 
those with electoral power. More worrisome, many in the lower extreme of the social 

99 



spectrum remain entirely estranged from the processes and benefits of public actions. State
civil society relations have existed for years merely as a means to grant favors. Many 
believe that elected representatives collect tax money and in return provide immediate. 
material rewards. 

Inadequate citizen participation in Brazil is tied to both poverty and indifference. Poor 
people, who usually have little or no formal education, do not understand their rights and 
responsibilities as citizens in a democracy and often have no way to exercise them. The 
better-educated, more affluent urban residents both depend on and blame the government. 
Because they pay high taxes. they expect the government to find solutions for all the 
country's problems.

1 
To whatever degree this characterizes the general attitude toward 

public affairs, the perception does exist within Brazilian society and complicates broad
based involvement in the policymaking process. 

A full understanding of participation as a link between the state and the society must go 
beyond the question of why citizens do or do not participate, to explore the nuances of the 
nature of that participation. Popular participation can potentially serve as a bottom-up effort 
to reclaim ownership of the state: a reversal of a long history in which the public arena has 
in a sense been privatized.

2 
Experience from numerous Latin American settings indicates 

that citizens often organize for the express purpose of applying pressure to a contact within 
the political structure in order to acquire a service or good of limited local benefit

3 
One 

cannot fault citizens for exploiting the only means available to obtain needed services. but 
this type of participation produces only an immediate short-term result and conforms neatly 
to clientelistic traditions. In this chapter the discussion is concerned with participation as 
either the individual effort to influence the composition of the political cast through well
informed voting. or the collective effort to shape debates and decisions in the policy sphere. 
The terms meaningfid participation, or informed participation have been used throughout 
the chapter to emphasize this point 

To gain insight into the various motivations underlying political participation. consider the 
most prevalent form of participation: voting. The 1988 Brazilian Constitution made voting 
mandatory for all citizens aged 18 to 65, and optional for citizens over 65 and for illiterates. 
Though almost all Brazilian citizens vote. they do so with different interests and levels of 
understanding for the positions of their candidates. One of the practices which most distorts 
the election process is the intentional misrepresentation of candidates' agendas. A recent 
study of Brazilian voting patterns by Kurt von Mettenheim indicates that the current 
conception of direct democracy among Brazilian voters is formed not by political 
socialization, class identity, or party loyalty, but rather by voters' impressions of leaders• 
personalities and promised measures, however unfeasible, to alleviate social and economic 
injustices.

4 
According to von Mettenheim: 

Immediate political concepniaJizations are defined as those that perceive and judge 
politics by referring to a substantive democratic meaning, without the mediating 
influences or rationales supplied by party, ideology or group interest .... 
Personalistic political conceptuaJizations are defined as those that perceive and judge 

100 



politics primarily by reference to the character of historical personalities, again 
without the mediating influence or rationale of party, ideology, or group interest. In 
Brazil, affinity for a particular politician-local, regional or national-is the most 
common description offered for an individual's political identity.

5 

The political activity and interactions surrounding elections illustrate the importance of the 
availability of critical, independent information. Media are inherently biased, yet the 
prospect of presenting the population with a somewhat more complete, varied view of 
candidates and their platforms is complicated by the reality of information dissemination in 
Brazil. The primary source of information for an overwhelming sector of the population is 
a web of television affiliates with heavy political interests. An analysis of the impact of this 
system of ownership on the nature of popular participation constitutes the second major 
portion of this chapter. 

Participation, unlike other policy objectives, cannot result from executive decree or 
legislative decision. The role of the state is limited to an attempt to create the conditions 
and, to some extent, the mechanisms for meaningful popular participation. This chapter 
will explore some of the legislative techniques implemented to foster greater popular 
participation, the varying degrees of success of those policies, and the barriers which 
continue to deter, distort, or obstruct effective and meaningful participation. 

Municipalization 

After 20 years of centralized, top-down policy formation and implementation, many 
Brazilians consider decentralization the single and most effective path to a more democratic 
system. 6 Arguments expounding on the benefits of and articulating the need for 
decentralization appear in political-science literature as well as federal and state government 
documents. Texts such as the 1988 Federal Constitution or state multi-year plans cite the 
immensity and extreme variation among and even within the 26 Brazilian states as an 
unrefutable justification for policy formation at the state or municipal level. The needs, 
priorities, issues, and debates vary substantially across the nation depending on the 
economic activities, culture, history, and level of urbanization in the region. In addition, the 
decentralization of policy formulation and implementation enables greater agility, flexibility, 
and responsiveness, as citizens have the opportunity to voice their opinions on the quality 
of services provided by the public entity. Although it is seldom explicitly stated in 
government texts, both of these goals require greater citizen involvement in the 
administrative process. 

Authors who treat the question of decentralization from a more theoretical angle explore the 
issue of the civil-state relationship in greater depth. The devolution of the policy process 
can potentially enhance a series of interrelated factors, ultimately furthering 
democratization: transparency, participation, legitimacy, creativity in problem solving, 
accountability, and efficiency.

7 
With the decision arena at the local level, beneficiaries of 

public services can become agents in the administration of public actions. 
8 
As the policy 
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arena becomes politically, geographically, and symbolically more accessible to a broader 
sector of the population and its interests, the probability of redistributive measures and 
policies increases. Assuming that the improvement of the general standard of living is a 
public goal, the insertion of more interests into the decisionmaking process improves the 
efficiency of public spending.

9 
The municipality constitutes the most appropriate and viable 

setting for this type of inclusive administration to occur. 

However convincing in the abstract, decentralization in reality poses fundamental 
complexities both in the process itself and in the resulting governing and policy structure. 
Opponents of decentralization question the future ability of the federal government, under a 
decentralized system, to formulate and implement macroeconomic plans or to instrument 
redistributive policies geared to the alleviation of regional disparities. A second objection 
questions the capacity for pluralistic governance in regions of extreme social stratification. 
The rural social landscape in Brazil is characterized by a high concentration of land tenure 
in the hands of a powerful elite, to the complete political and economic exclusion of rural 
workers and small producers.

10 
Writing on Latin America in general, one supporter of 

municipalization cautions "that scarce local resources are [often] used for non-essential 
projects designed to maintain the domination or prestige of small-time local politicians." 

11 

This section will consider the political conditions necessary for local government to foster 
popular participation; traditions and legacies which may complicate that effort; and policy 
directions which may serve to allow the former to prevail over the latter. The discussion 
will consider these matters in the context of present policy and the changes and advances 
which have occurred since 1985. 

Constitutional Measures and Fiscal Reform: Intentions and Impacts 

The Brazilian Constitution of 1988 introduced several provisions which expanded the 
authority and autonomy of municipal governments. Article 18 states that the creation, 
incorporation, fusion, and dismemberment of municipalities should conform to the 
provisions of state law but require only a plebiscite of the populations directly concerned. 
The previous Constitution of 1967 required a minimum population requirement and 
contribution to the state's tax base.

12 
In addition, the 1988 Constitution granted each 

municipality the right to draft and approve an appropriate city charter (lei orgtinica) 
provided it received support from two-thirds of the city council ( camara municipal). These 
changes responded to strong demands from local political actors to grant greater 
responsibility and power to municipalities.

13 

Though approval of the city charter lies ultimately in the hands of the local electorate, both 
state and federal constitutions provide guidelines to which each municipal government must 
conform. The 1988 Constitution lists 14 principles which should appear in each city's lei 
orgtinica; two of these relate directly to the issues of popular participation in local 
governance. The first requires the "cooperation of representative associations in city 
planning" (Art. 29, paragraph XII). The general class of "representative association" 
mentioned in this principle presumably refers to various types of neighborhood or interest-
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based associations as well as issue-specific councils or conselhos. The second 
institutionalizes a more direct form of citizen participation. It requires that each municipality 
provide the opportunity for constituents to launch a popular initiative by which any issue 
receiving a given number of signatures (unspecified in the constitution) can be placed on 
the decisionmaking table. The addition of these provisions in the constitution represents a 
fundamental and significant gesture in the direction of popular inclusion. 

Responses to Constitutional Reforms 

Although the experience varies considerably throughout the Brazilian politico-cultural 
landscape, the expansion of local prerogative in certain policy arenas has succeeded in 
fostering meaningful citizen participation. In Brazil in general, 62 percent of all registered 
and taxed municipalities have health councils (Conselhos de SaUde), 55 percent of which 
hold regular meetings.

14 

Based on more local anecdotal evidence, a UNESCO-sponsored study of local 
governments in the state of Ceara presents a collection of experiences from ten different 
municipalities and identifies successes from and barriers to this process. In these 
municipalities, participation has taken various forms, often depending on the initiatives of 
the mayor. In Croata, the mayor invited representatives from all areas and social segments 
of the municipality to attend a seminar on municipal development. As a result, a popular 
representative body has been responsible for virtually all decisions in, for example, primary 
education since the region's recent separation from a larger municipality.

15 
The mayor of 

Iguatu has also encouraged the formation of associations, resulting in the creation of 113 
popular entities. Representatives of these entities comprise the Conselho Comunitario 
which exerts considerable influence over municipal administration.

16 
Mayors of other 

municipalities, however, reported that in spite of strong interest in social movements, 
organizational tendencies remained weak. Another mayor reported a general lack of interest 
on the part of the populace in political affairs. 

Barriers to Popular Participation and Tentative Solutions 

An explanation for the problems encountered by mayors in Ceara, namely a pervasive 
apathy, skepticism, and difficulty in constructing citizens' organizations, may lie in the 
legacy of 21 years of limited local participation in decisions relevant to the immediate 
community context. On one hand, the extended denial under the military regime of arenas 
open to popular involvement in government may have intensified the desire and 
commitment of citizens to actively participate in shaping social policies and programs at all 
levels of government.

11 
On the other hand, the formation of organizations and 

representation of interests at the local level benefit from collective experience and the 
acquisition of civic skills and awareness which come from prolonged participation. 
Regardless of the intensity of the desire to participate, the formation of integrated, effective 
representative organizations will require time. In addition, the years of top-down policy 
formation created a general mistrust of the state and its political affairs, and a sense that 
government is not an arena for change. 
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The reality of these legacies is pertinent to policy discussions but difficult to change 
through policy measures. 

What, exactly, does it mean to be "conducive" to popular participation? A single universal 
model to ensure community participation does not exist, 

18 
yet theory offers tentative 

answers. Citizens must sense that their contributions to the process will yield results in 
issues central to their immediate condition. Those issues may include, for example, health, 
infrastructures such as water and wastewater services, education, and transportation. If 
none of these details is subject to local design, residents have little incentive to organize and 
articulate needs. Marc Landy theorizes that the key to fostering citizen participation is to 
enliven local government through the devolution of substantial policy questions. 

19 
With 

devolution, the federal entity already departs from a top-down mentality by affording state 
and municipal governments a role in determining exactly which issues should be 
decentralized and which should remain at the federal or state level. In addition, local 
governments must have the resources with which to implement or provide services over 
which they have jurisdiction. Decision power is of limited use without the resources to 
implement new ideas. 

Some of these issues received recognition in the 1988 Constitution, and subsequent laws 
have modified fiscal relationships among the different levels of government. The share of 
revenues allocated to municipalities was increased from 17 .5 to 22.5 percent of federal 
funds through the fundos de participapw, and the share of the ICMS (lmposto sobre 
Circulafao de Mercadorias e Servifos) allotted to municipalities was increased from 20 to 
25 percent. As of 1992, the fiscal participation of each level was 54.9 percent federal, 28.5 
percent state, and 16.6 percent municipal.

20 
Equally important, intergovernmental transfers 

saw a "qualitative redefinition" beginning in the early 1980s which has considerably 
fortified municipal autonomy and authority. Previously, state and local governments had 
been allowed little or no discretion in the allocation of federal transfers. In general, 
transfers primarily served as a tool to bolster the legitimacy of the military regime, either to 
rally support, reward existing support, or punish areas with growing opposition.

21 

These strides have, in theory, equipped states and municipalities to formulate projects and 
make policy decisions appropriate to the local context which, in theory, creates a well 
established space for participation. Yet even given the formidable strides in this area, the 
major problem of quantitative consistency in transfers persists.

22 
The budgetary capacities 

of states and municipalities are severely limited by fluctuations in annual levels of funding 
received for health, education, and other support from the federal government. For this 
reason, Watson Barrera and Medeiros Roarelli call for the institutionalization of 
mechanisms for guaranteeing resources, at least for sectors essential to the maintenance of 
the social and physical infrastructure of the nation.

23 
Though budgetary allocations to states 

and municipalities may seem only remotely linked to the level of popular participation at the 
community level, consistency in the flow of funds can in fact contribute to the construction 
of a healthy arena for decisionmaking. If decisions consistently fail to translate into 
completed projects for reasons of insufficient or discontinued funding, the legitimacy of the 
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public arena as a viable mechanism for social development will steadily erode, eventually 
detering further investment of popular energies in public affairs. 

The combination of the constitutional measures facilitating the creation of municipalities, 
and the fiscal reform which guarantees funds for all municipalities based on size and 
average income, has led to secondary impacts which distort the original goals of 
municipalization. The number of municipalities has mushroomed since 1988. Several 
scholars have postulated that the ensuing growth in the number of municipalities can be 
attributed to a competition for federal funds, especially in poor rural regions with weak tax 
bases. The federal government guarantees resources to fund the installation of the city 
government and city council; this guarantee provides a further incentive for dividing large 
municipalities into several smaller entities. 

Representation, Participation, and Clientelism 

Many mechanisms which inhibit popular participation are either virtually impossible to 
reach from a democratic policy approach or constitute a partial aspect of a general 
phenomenon of socioeconomic exclusion. These factors tend to play a larger role in the 
rural setting, where land tenure, political power, and access to social services are enjoyed 
by a small elite. A more pervasive barrier to meaningful participation lies in a tradition of 
patronage which evolved in and depends upon a well-maintained imbalance in the 
possession of resources in society. These factors pose a politically delicate and complicated 
challenge to the policy arena 

In many regions, particularly those with an agriculturally based economy, the legacy from 
recent political history is far overshadowed by a much longer tradition of political traditions 
and relationships that greatly complicates efforts of institution building and consciousness 
raising. Paternalistic and personalistic channels of interest representation, political support, 
and the allocation of public works have often characterized the relationship between 
political leaders, the various levels of government, and the general population. 

A study of political participation patterns conducted by Pedro Demo illustrates a few 
modem manifestations of the tradition of clientelism.

24 
Demo classifies the activities of 

various political organizations throughout Brazil to identify patterns varying by region and 
socio-economic standing. In addition, he summarizes all contacts between individuals and 
political officials into four broad categories: asking for favors, making suggestions, 
registering complaints, and demanding rights or services. 

25 
Looking at the country as a 

whole, he found that 61.3 percent of all contacts made with politicians and governing 
bodies fell into the category of asking for favors, protection, or concessions. Fifteen 
percent of the contacts articulated demands, 10.8 percent made suggestions, and 12.9 
percent registered complaints. The connection between this political behavior and traditional 
socioeconomic relationships emerges when he separates the analysis by region. Whereas in 
the South, requests for favors constituted 54 percent of contacts with public officials, they 
accounted for almost three-fourths of all contacts registered in the Northeast.

26 
The evidence 

reinforces the popular notion that the political realm more readily grants individual favors 
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than it responds to more fundamental complaints. As long as government continues in this 
clientelistic role, exploiting traditional avenues for the acquisition of goods, employment, 
and services will obviously continue to present a more attractive option than broad-based 
organization geared toward changing social disparities. 

Further evidence of large-scale clientelism emerges from an analysis by Barry Ames of 
legislative voting patterns of members of the Chamber of Deputies of the Brazilian 
Congress. Though the Chamber of Deputies is a federal legislative body, the deputies 
themselves are elected by the states and the votes tabulated by municipality. The study 
classifies deputies by whether they were elected by overwhelming support in a few 
municipalities and very little in the rest of the state, or whether their support was more 
evenly distributed throughout a larger number of municipalities. The author notes a 
statistically significant correlation between deputies whose electoral support lies heavily in a 
few municipalities and a tendency to support measures to increase executive powers, such 
as extending the presidential mandate to five years. In addition, locally dominant deputies 
do not share their constituency with other deputies;" ... the ability to claim credit [for 
projects built in their districts] decreases as the number of vote-getting deputies 
increases. ,,n 

In contrast, those deputies who had a broader electoral base in their home state and shared 
municipalities with other elected deputies tended to support measures to strengthen 
congressional powers, such as requiring that the federal budget be subjected to 
congressional approval before acceptance. Deputies in this second group also tended to 
support measures of welfare statism ''willingness to support government intervention in the 
economy and defense of issues championed by unions"--and to support measures in favor 
of popular democracy, "items which facilitate class-action lawsuits and direct democracy .',28 

1be results suggest that the second pattern of correlation stems from a greater sense of 
accountability among those deputies with a constituency in a larger geographic region. 

The voting patterns suggest two measures which may contribute to controlling pork-barrel 
politics and laying a foundation for broader-based legislative action. The first entails 
strengthening the powers of the legislative bodies and curbing the prerogatives of the 
executive will. Such a measure may lead legislators to address issues which affect members 
in all electoral bases, as it limits options for landing pork-barrel projects through alliances 
with the powerful executive office. Second, an electoral reform which would revise the 
system of vote tabulation by larger districts within each state rather than by municipality 
may also reduce the political value of pork-barrel projects doled out to individual 
municipalities. These measures may constitute elements in a menu of policy revisions 
which contribute to the creation of an environment conducive to participation at the various 
levels of government. If popular participation is the only way to move toward greater social 
equity,

29 
then participation must expand beyond a competition among small clusters of 

constituents for projects with limited regional impacts and benefits. 
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Ames' s rich analysis offers other insights relevant to our discussion. Based on the 
correlations mentioned above and a host of other relationships between the 22 independent 
and 4 dependent variables, Ames concludes: 

Brazilian citizens exert pressure for pork-barrel programs, but on broader issues 
they have little control over their representatives. This should come as no surprise, 
because no one observing a Brazilian election would feel confident that many voters 
know anything at all about the positions of their deputies.

30 

Ames' s conclusion questions the effectiveness of representative institutions in Brazil and 
their ability to shape policy decisions and debates in the country. His analysis sheds light 
on certain features of the Brazilian political culture which may continue to inhibit broad
based participation by perpetuating clientelistic practices, but it also offers a possible base 
upon which to effect change. Finally, his final comment goes to the heart of an issue which 
is explored at length in the second section of this chapter: representative institutions become 
legitimate avenues of change, and therefore attractive realms for participation through 
election or lobbying, only if those being represented have access to information regarding 
the political positions of the candidates to representative office. 

Informal political practices are difficult to address through legislative processes, because by 
their very nature they deviate from formal written policies and laws. Informal practices 
found to be destructive to the democratic process must therefore be curbed using measures 
which render them less attractive or powerful than in the present system. Any polity 
organized around a system of representation by elected individuals risks falling into the trap 
of pork-barrel allocation patterns, and indeed few nations can boast to be free of such 
practices. If a desire to strengthen one's electoral popularity becomes the driving motivation 
of every individual functioning in a representative capacity, then opportunities for broad 
policy changes evaporate. In other words, when allocations and decisions are driven 
primarily by linkages in clientelistic networks, the concept of participation acquires a 
different spirit and purpose which is questionably democratic. In such a system, 
participation can become a commodity to exchange for favors of local and temporary scope, 
rather than a means of furthering an agenda which may challenge the status quo. 

An equally complicated and probably more complex web of barriers to political 
participation exists in the less developed regions of Brazil. A number of characteristics of 
the social landscape in rural Brazil hinder the construction of a progressive, democratic 
state-civil relationship. Groups such as rural wage workers, many of whom do not own 
land, face particularly steep barriers to political organization and articulation. The 
geographic dispersion of the population, the low level of education and economic means of 
the individuals concerned, and the persistence of a high degree of concentration of political 
and economic power in the hands of a small landed elite all combine to blunt the 
progressive impact of social movements. To fortify the exclusion further, some members 
of the rural elite have formed the Rural Democratic Union (UDR), a landowners' party 
which has blocked efforts at land reform and divides its adversaries ''by appealing to broad 
sectors of smallholders.',3

1 
A solution to the political and socioeconomic marginalization of 
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rural, low-income people must ultimately lie in a much more comprehensive attack on the 
interrelated mechanisms of exclusion. The social and political dynamics of rural Brazil do 
not inspire confidence in the potential of municipalization to lead to broader participation in 
the management of public resources. Rural cases highlight the need for upward 
accountability in the policy process to ensure inclusiveness and that local policies 
approximate a national social policy agenda. 

The effectiveness of enhancing political activity at the local level to foster greater popular 
involvement in government is well-argued in the literature and documented by examples of 
viable democratic institutions in numerous municipal governments. Decentralization, 
however, should not proceed in a manner which ignores regional variations in the level of 
social and political development In addition, municipalities themselves have been proven 
to act as recipients in clientelistic relationships with deputies elected to the federal 
government. In this context, it can be argued that the unit of the municipality should be de
emphasized by forming larger electoral districts, in order to curb clientelistic incentives and 
rewards in the voting process. 

The Power of Information 

The previous section of this chapter outlined the conditions and structures that either 
impede or facilitate the development of a political and social environment conducive to 
broad-based participatory democracy within the context of municipalization. The existing 
relationship between the state and civil society is characterized by limited access to channels 
of power, apathy or cynicism concerning the government in general, concentration of 
economic and political power, and a reliance on immediate acquisitions rather than on 
substantive developments. These dimensions are both affected by and reflect one of the 
primary de facto institutions of democracy-the press. The press, though not directly an 
object of public policy, bears so significantly on politics and policy that it should be 
considered in any discussion of the state-civil society environment. 

The press, as the primary mechanism of political communication to a population, and the 
electronic media, as powerful transmitters of social, cultural and political messages,

32 

possess certain responsibilities in the development of a participatory democracy, as 
follows: 

1. They provide a mechanism for governmental accountability. By reporting and 
investigating government actions, the press and media can serve as a check on 
abuses of power. 

2. They disseminate useful information that can help a populace make appropriate 
and adequate decisions about their representatives and government in general. 

3. They encourage political mobilization by exposing the populace to the channels 
of power and to ways in which those channels can be influenced. 
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The role of the press in a democracy has been widely researched. There are several studies 
that analyze the press as a political actor influencing political participation which have 
particular relevance to Brazil. Robert Entman presents a model of press activities using the 
basis of "accountability news" through which the press is "supposed to enhance democracy 
both by stimulating the citizenry's political interest and by providing the specific 
information they need to hold government accountable."

33 
News entities must be free and 

independent from government or popular coercion, and they must present diverse 
perspectives and provide explicit links to those parties responsible for policy outcomes.

34 

Entman suggests that the press in the United States is failing to fulfill this role adequately 
for the public policy environment The obstacles that preclude the realization of this role 
start with the viewers, composed of an unsophisticated audience that simply accepts news 
and news formats as they are, with little or no questioning. This weakness is pe~tuated 
by press reliance on insider, elite sources generating biased or fragmented news. 

5 
Entman 

indicates that a citizenry which deprives itself, and is simultaneously deprived, of useful 
information fails to make meaningful political decisions. He goes on to say: "[t]he result of 
deficient citizenship is that politics is rendered less representative, less democratic than it 
might be if knowledge and participation were higher.',36 

This downfall is exacerbated by, as David Mathews defines it, the one-way character of 
political communication, which in fact prevents proactive citizen participation. Mathews 
indicates that most political information is communicated by authorities, either from a 
newsroom or by the politicians themselves, to a population. There is little interaction 
between the source and the receiver. This disjunction between politics, messages, and 
viewers' realities disconnects the population from the policy arena.

37 
Mathews also 

indicates that this media-politics intimacy leaves citizens feeling that they, on their own, are 
powerless to influence government or policy. 

38 

Finally, numerous studies examine the degree to which the media are prevented from 
fulfilling their responsibilities as a result of increasingly centralized media ownership. Ben 
Bagdikian's The Media Monopoly demonstrates how the American press is controlled by a 
handful of multi-million dollar companies that sacrifice journalistic principles in favor of 
revenue. Bagdikian decries the subjugation of the ideals of accountability and independence 
as second~ considerations for corporations that would limit information which might do 
them harm. 

Brazil 

These illustrations of debates in the United States concerning the requirements, power, and 
pitfalls of the press are particularly relevant to the development of popular participation in 
Brazil. The social and structural traditions that preclude popular participation are reinforced 
by the Brazilian media structures which, in turn, preclude the media from fulfilling their 
potential roles of accountability, information, and mobilization. 
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In the context of popular participation, we are particularly interested in the press and media 
as conveyors of political communication. For the purposes of this chapter, we will focus 
primarily on the structures and history of television. While newspapers and radio are 
indeed important forms of Brazilian media, the power of televised images endows 
television with the greatest potential either to enable social and cultural change or, perhaps, 
maintain the status quo. This power of television is only increased in a country where, as 
popular lore indicates, the population owns more televisions than refrigerators. 

40 

Television as a medium communicates a very wide range of information, including 
entertainment, sports, and celebrity. Although the impact and importance of these different 
types of images are relevant to the discussion of popular participation, they will not be 
directly analyzed in this section. Instead, the terms media, televison, and the press will be 
discussed solely in the context of political communication. 

Rebirth 

Constrained for years by the military regime's straitjacket of censorship and nationalized 
content direction, specific pockets of the press and media, newspapers in particular, are 
now developing independent, meaningful voices of accountability. As the government 
releases its authoritarian control and begins to open to outside, independent forces, the 
press is facing fundamental questions about its future position in a democracy. 

Fueled by the success of ousting President Collor on countless charges of corruption and 
graft. Brazilian newspapers take great pride in uncovering scandals and exposing 
inappropriate government action. 

The Brazilian press has never had a tradition of standing up to the powers that be, 
said Mr. [Roberto] Civita [owner of Veja magazine] .... But in recent years, half a 
dozen media took the stance that we are the conscience of the nation. We call it like 
we see it We tell it like it is-the consequences be [damned].

41 

Newspapers, despite their strides, have an audience of only 10 percent of the population. 
Television, on the other hand, reaches between 70 and 100 percent of the population.

42 

While radio commands an equally impressive, if not greater, portion of the population, its 
political, cultural, and social impacts are considerably lower. 

While broad-based information dissemination is indeed an important requirement for the 
media, the content of the information is constrained by an extremely monopolistic 
ownership structure. In fact, Brazilian television, controlled by nine families but dominated 
by one man, Roberto Marinho, president and chief executive officer of Rede Globo, is 
singled out as "one of the most monopolistic media in the Western Hemisphere."

43 
The 

Globo conglomeration, consisting of a flagship station in Rio de Janeiro, 69 affiliates 
throughout the country, a Globo newspaper, production companies, several radio stations, 
and a newly formed cable company, NetBrasil, overshadows all other television 
companies. "Its annual turnover of US $70 million is ve!t nearly three times the combined 
turnover of the next three largest television companies." 
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The implications of this monopoly in the media are particularly important in the 
development of a decentralized, participatory democracy. A monopolistic media actor has 
substantial leeway in depicting candidates, social events and expressions, and political 
issues and decisions in whatever way is convenient to the monopolist and favored 
politicians. In short, there is no counter-source of information which might expose the 
political agenda or bias of the monopolist. Political careers become dependent on the 
approval and favor of the media Media becomes an overt policymaker, rather than 
occupying the position of conduit between policy and the population. The monopolistic 
media structure in Brazil is a direct reflection and result of years of concentrated power 
which began under the military regime. 

Military Regime 

With the creation of EMBRATEL, CONTEL (National Council of Telecommunications), 
and DENTEL in 1962 and then the Ministry of Communication in 1967, the military regime 
institutionalized central control over the telecommunications infrastructure. One of the 
primary goals of the Ministry was to provide standardized technology to the entire country 
and avoid a proliferation of small companies operating with non-standardized equipment. 
The most cost-effective way to secure standardization was to assume control of the 
infrastructure and mete out licenses and consessions to private enterprises with the 
understanding that these concessions were services provided by the State at its discretion. 

The government then monitored all information transmitted through this infrastructure, 
ensuring that television and radio programs broadcast images that cast Brazil in a positive, 
modem, and wealthy light.

45 
Only those media owners who broadcast state messages won 

• 46 
concessions. 

Another tool to control content was a legislated provision for governmental censorship of 
media during times of seige and in matters of ethics and morality in national or foreign 
publication. Ultimately, companies simply censored themselves in order to avoid 
government disfavor and the risk of losing their licenses. This preoccupation with 
nationalized content led the military regime to prohibit foreign ownership of any media 
entity in order to impede the introduction of foreign commercial television and to promote 
Brazilian-created programming. 

By making themselves and their messages subject to the whims of a government, the media 
failed to provide meaningful information either to hold government accountable or to 
communicate political realities. Media communication became little more than government
sponsored propoganda which bore little or no resemblance to society's immediate 
circumstances. General members of society had no access to the channels of power, in 
either the media or the government, thus reinforcing the belief that citizen action would 
have no impact. With political images so far removed from viewers' daily lives, ordinary 
citizens failed to see that they could be active participants in political activities. 
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Globo 

One of the most important developments of this concentrated infrastructure was the rise of 
Roberto Marinho and the Rede Globo media empire. A combination of control of multiple 
media, marketing savvy, and federal manipulation allowed Marinho to amass huge amounts 
of power and propel his media empire into a virtually impenetrable government-media bloc. 
Rede Globo has a formidable command of the Brazilian television audience, producing and 
presenting the most popular and technically superior programming. 

During the military regime, Marinho wielded great influence over political developments. In 
exchange for favorable coverage, political leaders granted him tremendous control over the 
telecommunications infrastructure. Ultimately being allowed to approve, deny, or revoke 
distributions of affiliate concessions, Marinho was able to build and control his empire.

47 

His power grew so pat that political candidates requested an audience before him to 
garner his support, and political leaders were known to send potential appointees to him 
for an interview.

49 
Marinho benefited financially from government control of 

communications satellites. In exchange for his favorable coverage, he was able to broadcast 
his pro-government message out to large sectors of the Brazilian public on tax-payer 
supported government satellites. 

50 
He had direct responsibility for three of the four prongs 

of broadcasting: production, programming, and dissemination, and had the fourth one in 
his control: the satellite. 

He maintains his de facto position of power even today with the new regime. Imprensa 
magazine recently dubbed him "The president with no term of office."

51 
The extent of this 

power was most recently apparent first in the election of President Fernando Collor de 
Mello and then in his ultimate impeachment. 

... during the 1988 presidential elections, Mr. Marinho's minions performed a 
hatchet job on Mr. Lula, who was fast closing in on young Fernando Collor de 
Mello, whose family in Alagoas state just happened to own the local Globo affiliate. 
An editor was ordered to selectively hack up a tape of the final campaign debate for 
the Jamal Nacional and Jamal de Noite, the country's two most watched 
newscasts. Mr. Lula came away a fool and an incendiary, Mr. Collor. .. was 
remade into a poised statesman.

52 

Brazilians knew President Ferdinand Collor de Mello was in serious trouble when 
the Globo TV network started to give generous coverage to street rallies calling for 
his impeachment. When word got out that Roberto Marinho .. . had held a quiet 
meeting with Vice President Itamar Franco ... Brazilians knew Collor was 
finished. 

53 

Globo 's power, and this government-media block, is a concrete example of the excesses of 
concentrated power. Marinho controls the information that is disseminated through all the 
affiliates. Because he is so tightly linked with elite power holders, in fact is one himself, 
there can be no investigative reporting or communication of meaningful information that 
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could expose the government's responsibility or culpability in perpetuating its relationship 
with the media. Globo maintains the status quo of image dissemination. This is particularly 
important, given the prominence of Globo in the individual lives of citizens. Globo 's game 
shows and telenovelas have significant household presence. When programs presented 
over Globo help to maintain the traditional disjunction between government and the 
population, the inability of ordinary citizens to participate in government is reinforced. 

Constitutional Reforms 

The framers of the 1988 Constitution realized the power of the media in any government 
structure and the importance of free and independent media to a strong democracy. The 
most immediate policy-related problem precluding an independent, investigative, and 
mobilizing media sector is the extreme concentration of media power that has reinforced 
sentiments of powerlessness and apathy among the citizens. The reforms included in the 
1988 Constitution are an "attempt to further the overall democratization of Brazilian 
politics, to ensure that neither the government nor the media industry could have exclusive 
use of television and radio to shape the images of candidates and issues."

54 

Further, as television and other electronic technologies advance at an extraordinarily fast 
pace, policymakers recognize that the role and nature of the electronic media must be 
considered: 

The innovation and diffusion of the new television technology leads us to ask about 
economic and political control. Who can and does own the means of production? 
Who does and can have access? These questions have been settled in the United 
States by a market model, with control in the hands of a few large corporations. 
Outside the United States, ownership and control have usually rested with the 
central government. The model of state control is breaking down through technical 
pressures (it is too hard to monitor) and through a change in philosophr 
(governments now wish to privatize the media to boost the economy).

5 

Censorship 

The first prerequisite for a free and independent press is protection against censorship. The 
1988 Constitution forbade censorship in any and all instances and included a provision for 
freedom of the press. Without the freedom to investigate and criticize their government, the 
press will never be able to meet its responsibility to hold government accountable for its 
actions. Without exposure of the channels of power and participation, citizens cannot learn 
enough about them to organize an effective opposition. 

Horario Gratuito 

In an attempt to legitimize television coverage of political campaigns, and prevent the most 
powerful parties or politicians from monopolizing political communication, the 1988 
framers instituted the Horario Gratuito and forbade the purchase of political advertising. 
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The Horario Gratuito grants free air time to political parties during campaigns. This system, 
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allocated proportionally by party representation, theoretically allows all the political voices 
to disseminate their messages, rather than just those who are powerful or wealthy enough 
to control the airwaves. 

It is still too early to evaluate the impact of the Horario Gratuito. The cwrent administration 
is attempting to stabilize some of the problems that developed during the first campaigns, 
such as wealthier parties buying the time of the smaller parties. On the whole, the Horario 
Granato should be considered a positive attempt to legitimate the dissemination of useful 
information to voters. It should be noted, however, that air time will not guarantee that the 
information will be meaningful or resonate throughout the population. As Entman • s 
discussion of the American media showed, candidates are, for the most part, relying on 
meaningless sound-bites and advertising techniques, rather than presenting substantive 
policy issues. 

57 
The audience is simply not willing to wade through this barrage of 

S8 
slogans. 

Monopolies 

In an effort to expand the number of media voices, the 1988 Constitution forbids 
monopolistic media ownership. However, political traditions, an uncompromising 
congressional and industry power elite, and extremely high costs of entry render this 
provision ''toothless.'>59 Current monopoly regulations include the following provisions: 

1. Television station ownership is limited to five stations.(,() However, when a 
figure such as Marinho can exert control over every one of his affiliates, his 
ownership is really much greater than five. 

2. The law requires single ownership. Media enterprises cannot be publicly-held 
joint-stock companies. This provision was originally intended to preclude 
foreign companies from joininfi• but actually ensures that the media will remain 
in the hands of a few families. 

1 

This de facto acquiescence to monopolistic structures is a phenomenon existing throughout 
Brazilian political and industrial culture, and one that will take years to redress. Many 
observers predict that the Brazilian legislature might indeed "flesh out the constitution's 
article against media monopolies with some actual legal codes and enforcement, such as 
antitrust provisions and regulations prohibiting cross-ownership.''

62 
Without these 

provisions, monopolies, and the subsequent concentration of power, will continue to 
separate the players and the spectators. 

Concessions 

One of the factors maintaining this monopolistic structure is the method of concession 
distribution. During the years of the military regime, entry into the media market was 
granted as a political favor, rather than earned through market forces. By removing 
ownership from the market, the media were subject only to the whims of the elite 
policymakers. The 1988 Constitution stipulated that media ownership licenses and 
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concessions can be granted by the Minister of Communications, but must be approved by 
Congress. There are no official provisions for an approval mechanism, however, and the 
approval process smacks of a "rubber-stamp" mentality. The previous Minister of 
Communications, Antonio Carlos Magalhaes, continued the pattern of corrupt concession
distribution. The current Minister, Sergio Motta, however, in cooperation with President 
Cardoso, is committed to legitimizing this system. 

The primary obstacle to this transformation resides directly with the legislative body that 
must approve it. Almost one-third of Brazilian office holders own the television and radio 
stations and the newspapers in their home districts.

63 
Their unwillingness to sacrifice these 

holdings has made efforts to legitimize their distribution very controversial. Cardoso and 
Motta, however, are negotiating an incremental transfer proposal in which current 
concession-owners can maintain their ownership until their contracts expire. 64 

Foreign Ownership 

The other factor limiting the diversity of media ownership is the prohibition of foreign 
ownership. Originally instituted to limit external propaganda influences, the prohibition 
limits the degree of international exposure available to the Brazilian population. ''Today the 
law is an impediment to foreign investment, and Brazilian media companies have had to 
undergo some creative restructuring in order to get capital from foreign investors that is 
especially needed to develop the telecommunication infrastructure."
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Regulatory Bodies 

The telecommunications regulatory structures ofEMBRATEL, CONTEL, and DENTEL 
also remain the same, with a centralized focus on maintaining universal access to 
standardized equipment. This, however, is changing. The Government, led by new 
Communications Minister Sergio Motta, is formulating plans to deregulate TELEBRAS, 
the state-owned telephone company and telecommunications agency, and EMBRATEL. 

International Comparisons 

Democratization demands participation. Irrespective of continent or country, a democracy 
must constantly endeavor to foster participation in its political process. A study of other 
nations offers countries like Brazil a comparative lens through which to examine their own 
relative success or failures. Even more, it presents an opportunity to analyze approaches 
and to gauge Brazil's place on the democratization spectrum. This section will contrast 
Mexico and South Africa with Brazil in the area of municipalization, and Mexico with 
Brazil in the role of the media. Both Mexico and South Africa are in the process of 
decentralizing social policy. In this endeavor, Mexico has the advantage of time and 
stability, although it has not been fully exercised. In contrast, South Africa is a fledgling 
not yet in Brazil's position but facing similar questions of local participation and 
reenfranchisement. South Africa will not be used as a contrast for media, given the 
dissimilarities that exist in media structure and the lack of cogent information. 
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Municipalization 

If political participation is indeed tied to local governance, Mexico stands as an example of 
limited success and extended failure. In Mexico, municipalization and decentralization war 
against an entrenched centralized regime supported by legal structures such as the national 
constitution and informal cohorts such as the camarillas 

66 
and the hierarchy of the 

municipios. These structures combine to create a formidable opponent to useful political 
participation; however, steps have begun to dismantle this historical barrier. This analysis 
of Mexico in terms of municipalization examines two areas: the historical structure, and the 
rise of decentralization through the example of education reform. 

Description of the Geo-Political Structure 

Most intrinsic to the failure of localized control are the strong ties that exist between the 
central government in Mexico City and the districts and localities. From mayoral elections 
to congressional elections, the ruling party (PRI-Partido Revolucionario Institucional), 
for decades, has determined the candidates and the winners. There have been three federal 
attempts to mitigate the resulting tension between constituents and elected officials. 

First, in the mid-1960s, the head of the PRI called for open electoral primaries, despite 
internal resistance. In the end, the primaries were canceled and the head of the PRI, Carlos 
Madrazo, was ousted from his position as chair. In the mid-1980s, President Miguel de la 
Madrid attempted a similar system, with only marginal success. Again, the PRI was 
strongly opposed and only smaller cities were allowed to hold open primaries. Larger cities 
with stronger opposition presence were excluded from the experiment. PRI leaders argued 
that open primaries would weaken their electoral support and siphon off voters to the 
growing Partido de Accion Nacional. Finally, in 1989 and 1990, President Carlos Salinas 
de Gortari mandated open primaries in the states most feared by the PRI. In gubernatorial 
and municipal elections, Salinas authorized open competition in an attempt to legitimate PRI 
domination of those elections. Salinas also created "directive committees" for local, state, 
and congressional elections. "Aspiring candidates ... must demonstrate that they have the 
support of a specific percentage of the directive committees of PRI-afftliated organizations 
or of the registered voters in a given district. The final selection of PRI candidates will be 
made at party conventions, to which delegates will be 'elected democratically.' "

67 

This latest attempt to open the electoral process to opposition parties hints at a growing 
concern for true democratization. While the centralized nature of Mexico's political system 
often receives credit for the relative stability of Mexico in highly volatile Latin America, it 
must also accept the blame for dormant popular participation at the local level. The greatest 
contrast between Brazil and Mexico lies in the legacy of centralization. For Mexico, the PRI 
plays a role similar to that of the Brazilian military. Brazil has replaced their military with a 
burgeoning democracy, while Mexico still struggles to harness control of the omnipotent 
PRI. 
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A Case of Municipalization 

Municipalization in Mexico is akin to another Mexican Revolution. Unlike the revolution 
that spawned Cardenas and the "rector'' principle, this revolution would reverse the trends 
currently weakening the layers of government, especially those at the bottom. With a 
proclaimed literacy rate of 92 percent and five successive presidential refonn attempts, 
Mexico is ripe for some devolution of central authority. Under de la Madrid, education 
found its first forays into local control and has remained a focus for devolution policies 
even into the current Zedillo administration. As noted earlier, Brazil faces its greatest 
challenge in decentralization of policy in the issue of fiscal responsibility. Like Brazil, 
Mexico focused early refonn attempts on education. Similarly, Mexico has found itself 
caught in a struggle between local dictates and federal funds. 

In 1921 Mexico created the Ministry of Public Education (SEP) to oversee educational 
policies for the people of Mexico. Like most social policies, Mexico's educational policy is 
highly centralized and nationalistic. This intense concentration of power at the federal level 
"means that educational plans and programs change totally every six years, following the 
rhythm of the presidential sexenio."68 

The fluctuation of power combined with only a 
limited local role in policymaking led de la Madrid to announce a "Revolution in 
Education." Under de la Madrid's plan, both funding and policymaking fell under the 
purview of the local and state governments. De la Madrid also planned to severely limit the 
control exercised by the National Union of Education Workers (SNTE), the largest union 
in Latin America 
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This first major presidential attempt at devolution resulted in only limited achievement. 
Conflicts between the SEP and the SNTE hampered many of the refonn efforts. Arguments 
erupted about revised teacher-training methods, state responsibility, funded mandates, and 
bureaucracy size. In addition, an economic crisis between 1982 and 1990 led to a decline in 
public education expenditures by almost 21 percent. 

10 
A second attempt occurred in 1992 

under Salinas and his Solidaridad program. The SNTE and Salinas agreed again to attempt 
education policy devolution. Under a 1992 agreement, the federal government consented to 
give funds to the states to support educational spending and contract negotiations with 
unions.

71 
President Ernesto Zedillo, the fonner education secretary for Salinas, has pledged 

to continue the devolution. Still, in Mexico as in Brazil, there must be adequate funding to 
achieve the objectives of policy devolution. Also, the decentralization of policy endeavors 
to incorporate community participation. Through municipalizing the control of education, 
communities gain not only a greater voice in detennining the academic direction of their 
children, but also an opportunity to participate in policymaking. This policy, as in Brazil, 
may translate into lessened apathy and greater participation. 

A Question of Democracy 

If Mexico is a portrait of a nation in the midst of democratization, South Africa is a study in 
the first steps towards democracy. In contrast to Brazil, South Africa is a nation of smaller 
size and population. Yet, unlike Mexico, South Africa is emerging from a legacy of 
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disenfranchisement only six years after Brazil. Recent local elections dramatiz.ed the 
distance yet to be traveled by the young democracy in the wake of apartheid The African 
National Congress (ANC) emerged as the majority party in the 1994 national and provincial 
elections and in the 1995 local elections.

12 
There remains the possibility that the ANC could 

follow the path of the PRI or the Brazilian military and dominate the political dialogue for 
decades. South Africa, however, has taken several preemptive steps on the local and state 
levels to preclude such an event. 

The ward system governs the localities and is apportioned to give weighted votes to 
minority whites. As a result, in most areas, whites and blacks will control an equal number 
of seats. A second tier of governance, the metropolitan councils, will monitor the local 
councils. The proportional representation system in South Africa stems from two primary 
concerns of President Nelson Mandela's new government. First, whites in South Africa 
pay the majority of taxes. To disenfranchise them would possibly halt most proposed 
development programs, because it is probable that whites would adopt the tactics of the 
black South Africans under apartheid: a withholding of taxes in protest. Second, the 
government wants to reassure the white minority that their issues will be redressed with the 
same expediency as those of the newly-empowered black voters.

73 
lbis system of 

proportional voting is only temporary. In three years, a new round of representational 
elections on both the national and local levels is to be held under a finalized constitution.
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Policy Questions for Localities 

The wards will play a prominent role in housing, education, and infrastructure, according 
to the Government of National Unity's (GNU) development plan. Under this plan, 
localities will be the primary designees "to build houses, improve schools and repair roads 
in impoverished black townships .... This will allow the ANC to further its campaign to 
expand the local tax base by encouraging blacks to pay taxes and rent after a decade of anti.
apartheid boycotts."
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Still, even with local control promised, there remains the specter of 

unfunded mandates. Already, the housing ministries have questioned the goals of the GNU 
with simultaneous policies of conservative spending. Education faces the greatest 
challenges. Until recently, only white South African students were educated in business, 
science, math, or other non-vocational fields. The inadequacy of the homeland and 
township educational systems, combined with whites' fears about educating their children 
with black children, will saddle the local governments with a bevy of problems. As with all 
questions of decentralization and devolution, funds must accompany mandates for localities 
to become true partners in the endeavor. In South Africa, the policy intent is there. And the 
money must follow. Observers of South Africa and Brazil will note the similarities of 
unfunded mandates and social exclusion. As South Africa takes steps towards 
municipalization, Brazil can find other parallels in approaches and responses. South 
Africa's policies, which extend the political process to all citirens and target the historically 
excluded, offer lessons to Brazil. If South Africa successfully traverses the line between 
the historically disenfranchised and the formerly dominant minority, Brazil can use this 
multi.partied approach as a model. 
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Media Barriers to Information Dissemination 

In Mexico, as in Brazil, the media play a prominent role in information dissemination and, 
therefore, in the process of democratization. Also, Mexico, like Brazil, faces a system rife 
with subtle and overt government controls and monopolistic power. Because the images 
transmitted by the media are usually the principal tools used in electing leaders and making 
decisions, it is imperative that the media be free to act but responsible in their actions. A 
brief analysis of the Mexican system demonstrates the similarities that exist between the 
two nations and the steps taken by Mexico to mitigate the effects of the controls. 

The Case of Television 

Unlike the non-monopolized newspapers, television is the almost sole domain of Televisa, 
a private firm that enjoys close ties to the PRI. One can easily draw parallels between 
Televisa and Globo, despite their different national origins. Televisa owns several 
companies that range in interest from radio and newspapers to aviation and mining. The 
Azcarraga family, the proprietors of Televisa, also control more than 130 stations 
throughout Mexico and broadcast to more than 25 million Mexican viewers in 52 cities and 
927 towns. 

76 
Although the government does provide some public broadcasting, the funding 

and participation has declined while Televisa's hold has increased. In the early 1990s, the 
government tried to dismantle two of its three public channels.
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In Mexico, an estimated 66 ~rcent of the population depends on television as its primary 
source of news information. 

8 
When these numbers are combined with the estimated 6 

million illiterate citizens in Mexico and the declining circulation of newspapers, a disturbing 
picture emerges. With television as the main source of political news, the PRI-dominated 
Televisa undermines the ability of opposition groups to share information with the general 
public. As noted earlier, this limited access to divergent information informs the political 
decisions and participation of Mexican citizens. In Brazil, Globo maintains almost 
immutable dominance in controlling the political information gained by Brazil's citizens. In 
Mexico, Televisa does the same. However, Mexico's attempted reforms indicate an 
acknowledgment of that domain and a bid at deconstruction. If it succeeds, Mexico can be a 
benchmark for Brazil and other Latin American nations. 

Conclusion 

As much of this chapter has suggested, political participation cannot be mandated directly 
through legislation, but rather must be fostered endogenously within a society or culture. In 
order for citizens to conceive of their own role as participants, they must have the 
opportunity, access, and tools to exercise the power of their actions in the state-civil society 
relationship. Because the degree to which these three requirements exist in Brazil is limited, 
the degree and power of popular participation are likewise limited. 

The opportunity to affect the political and policy arenas is constrained by political traditions 
such as clientelism that are fundamentally incompatible with democracy. The legacies left 
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by years of clientelism and military control, which for so long denied the opportunity to 
participate, continue to impede civil-state relations. These relationships, subject to 
personalistic channels of support and representation maintain the concentration of power, 
the imbalance of resources and, therefore, the existing limits on opportunities to influence 
the political fray. 

The government cannot simply implement policy to eliminate these political traditions, but it 
can adjust the political infrastructure that allows them to exert influence. Clientelism and 
patronage are informal arrangements that escape legislative mandates. One such measure 
would be to restructure the electoral system, which currently allows federal deputies to gain 
power with support from limited geographic regions. A reformation of the electoral system 
would compel elected representatives to recognize their accountability to a larger portion of 
the population than simply a few municipalities. 

The second element, access, allows a population to exert its influence over both political 
and policy decisions. This access can be achieved through the process of decentralization; 
not all local governments, however, have the institutional strength to provide consistent and 
meaningful access. Substantive policy questions must be devolved to state and local 
governments. As these entities gain experience and expertise in administration, devolution 
will give meaning to the decisionmaking process at the local level. This devolution must be 
accompanied by consistent federal funding and the development of revenue sources at the 
local levels. Unless decisionmaking capacity is reinforced with the funds to accomplish the 
policy decisions, decentralized efforts will be meaningless. 

The tools for participation-meaningful political information which will both stimulate and 
allow a population to participate-are best provided by accountable, independent, and 
investigative media The media's capacity to provide information that will hold government 
accountable and serve as a political mobilizer is, however, limited by structural 
impediments that reinforce the isolation of media institutions from the very public they must 
serve. Characteristics that limit the full capacity of the press in the United States, such as 
the prevalent press-government intimacy and the control by monopolistic commercial 
entities, are realized to an even greater extent in Brazil. This press and media environment 
is perhaps even more alarming, and therefore deserves more focused attention, in a country 
that is in the process of developing a culture and understanding of political participation. 

The extreme concentration of media power drastically limits the number, variety, and tone 
of the messages that are disseminated to the Brazilian population. Subject to control by a 
limited number of companies that can be rather easily associated with government, or by 
elite factions, their ability or inclination to hold their goverment, and in effect themselves, 
accountable is indeed constrained. These factors preclude the dissemination of useful 
political information that provides a means for broad-based participation. 

What are the remedies? Scholars have for years bemoaned the media-government intimacy 
that so commonly characterizes political information dissemination. The best actors to 
remedy this perceived transgression are indeed the press and media institutions themselves. 
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In the case of Brazil, however, these problems are institutionalized to an extent that 
warrants government awareness and assistance. 

Given the fundamental requirement of separation between the government and the press, it 
is a dangerous task for any government to legislate provisions regarding the press and the 
media. Any sort of government intervention into the press would, and should, be seen as a 
dangerous impediment to the press' s independent, investigative mandate. A government 
can, however, affect the commercial entities that control this important function of political 
society, by removing monopolistic structures and barriers to market entry. The 
encouragement of decentralization and open political participation through monolithic 
channels is self-defeating and futile. By opening control of the press and media to market 
forces, the Brazilian government will allow for, and in fact encourage, democratization of 
the most powerful disseminator of democracy. 

These policy recommendations represent only a small step in the political participation 
process. Mexico is an example of a stable nation facing similar questions, whereas South 
Africa represents a nation on the threshold of democratization and devolution. What Brazil 
and policymakers can learn from both nations and these recommendations is twofold. The 
media are a tool of democracy and must be treated with care and responsibility. Mexico 
finds itself on the brink of change, with few examples to guide it in Latin America. Brazil 
can serve as an example for both new democracies and more seasoned nations. South 
Africa exemplifies the struggle to democratize in the face of economic and social adversity. 
Again, Brazil, with its vast population, can incorporate these recommendations and proffer 
a model for South Africa and the rest of the world. Fostering political participation through 
municipalization and the media should lead to a healthier, more democratized society able to 
address more fully the issues facing Brazil. 
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Conclusion 

This volume attempts to untangle four salient social policy issues in contemporary Brazil. 
Each chapter presents an overview of the existing policy area, evaluates the extent to which 
those policy approaches have been effective, and identifies sources and causal factors 
behind social exclusion. The four studies seek to deconstruct the complex web of social 
exclusion that continues to plague Brazilian society. The authors examine the issues in the 
context of a fundamental shift in the political landscape toward a decentralization of major 
policy areas to the state and municipal levels. These studies represent the culmination of a 
three-year series of Policy Research Projects (PRPs). Whereas reports in the previous two 
years of the series tend to focus on more traditional arenas of social policy, the projects this 
final year ventured into less conventional policy questions in order to add detail to the 
portrait of social policy in Brazil. 

The policy areas analyzed in this work have undergone substantial changes since the 
initiation of political opening in the early 1980s and the election of President Fernando 
Henrique Cardoso in 1994. A fundamental component of the present context is the process 
of democratization. The return to a system which allows citizens to form free political 
associations and parties, and creates political spaces in which the populace can become 
involved, has had a fundamental impact on the process of policy formation and the general 
approach to social policy issues. This democratization has not, however, generated 
fundamental change in the policy areas considered in this volume. 

Brazil is a socially stratified society. The severe gap in income distribution creates a 
structure where a minority of the population enjoys a high standard of living while the 
majority lives in poverty. Social exclusion and marginalization is not limited to the poor. It 
extends along racial, gender, generational, and regional lines as well. Various sectors of the 
population enjoy differing degrees of access to public goods, public services, and the 
policymaking process. The chapters identify structural elements and underlying influences 
that maintain the overall system of service differentiation in social policy. 

The study of labor policy offers the most fundamental challenge to the study of social 
policy in Brazil. Public policy decisions are based on assumptions and definitions of a 
particular problem. When one compares the definitions of labor and wage conditions 
utilized in federal policy with the reality of the Brazilian work force, a crucial dichotomy 
emerges. The official position on labor stems from the view that economic growth 
automatically leads to low levels of unemployment. Chapter 1 illustrates that Brazilian labor 
policy has historically been based on figures produced by governmental sources which 
measure unemployment, traditionally around 4 percent, only as a percentage of the formal 
labor force and not as a percentage of the total economically active population. By omitting 
the vast number of Brazilians employed in the informal sector, a 4 percent unemployment 
figure drastically underestimates the situation. This working definition of unemployment 
excuses the government from addressing issues such as underemployment, job quality, 
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work conditions, and benefits. Until an expanded definition becomes the basis for policy 
formation, these problems will continue to go unaddressed. 

Policies to foster political participation have, on the other hand, received considerable 
attention within the policy arena. Resulting policies have made significant strides in creating 
mechanisms and institutions to open the decisionmaking process to all sectors of society. 
These measures appear in the Federal Constitution but include provisions which apply to 
state and municipal governments as well. Although such measures, and the general move 
toward strengthening state-civil relations, have indeed allowed for greater participation in 
the administrative and decisionmaking processes, many Brazilians remain effectively 
disenfranchised. The traditional political culture of patronage and clientelism, and the 
media's failure to address such practices, contribute to the continuation of this social and 
political exclusion. Chapter 4 concludes that in order to foster greater participation in public 
affairs, policies must strive to curb traditional practices such as pork-barrel allocations and 
institutions that inhibit participation. Equally vital to strengthening popular participation in 
the public realm is the dissemination of information. An examination of the present system 
of ownership and management of the televised media in Brazil finds that it cannot 
disseminate useful, impartial information when ownership and management are 
monopolized by elites. While neither of the approaches deals directly with participation, 
each endeavors to describe an enabling context in which it can occur. 

While labor policy may require a fundamental redefinition of the problem and fostering 
participation may require an indirect policy approach that addresses underlying institutions, 
recommendations in the other two policy areas deal primarily with policy implementation. 
Chapter 2 identifies implementation and organizational obstacles in distributing public 
security to all sectors of the population. Public security systems in Brazil have been 
substantially redefined in the transition back to civilian government and the subsequent 
effort to decentralize. State governors assumed control of the Polfcia Militar. In the 
negotiated transition, the military was willing to forgo administrative control of the police 
but maintained implicit control by maintaining the power to allocate firearms and various 
oversight mechanisms. By retaining the power to approve the acquisition of arms by state 
police forces, the military achieved the appearance of decentralization while retaining key 
decisionmaking power. Thus, the integrity of the public security system is often 
compromised by this continued dependence on the armed forces. The brutality and 
corruption institutionalized during the early period of the military government continue. The 
lack of standardization in police training has left legacies of abuse in place, perpetuating 
problems at the level of implementation. Reforms in training have taken place only for 
officers. The lower-level officers who have the most contact with the population are not 
receiving the updated training, which includes subjects such as human rights, sociology, 
and human relations, in addition to traditional police tactics. The separation of powers 
between the Policia Civil and the Polfcia Militar intensifies structural obstacles to the 
provision of public security. 

As can be seen in the area of housing, the successes and failures of Brazil's housing 
finance and delivery system are not predicated upon centralization or decentralization, but 
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rather on Brazil's general commitment to housing. As shown in Chapter 3, housing is not 
presently a high priority at the federal level. The federal government's devolution of 
housing authority to the states and municipalities is not so much a purposive 
decentralization as it is the irresponsible shifting of a daunting social problem to the states. 
For decentralization to have a substantial effect in the housing arena, Brazil must first 
address those factors that increase demand for housing and which, at the same time, 
constrain its supply. Such a mismatch in supply and demand extends well beyond the 
domain of housing policy and diffuses into the much larger social, economic, and political 
context which truly drives housing policy. The factors of "social apartheid" present 
inherent barriers to housing policy. 

The inequalities in the policy areas of job creation, housing, public security, and political 
participation do not result from intentional policy design. Although policymakers may 
create programs that discriminate against various groups in the interest of equity, the 
policies examined in the previous chapters are not of this nature. It is, therefore, reasonable 
to assume that the resulting discrepancies described in this volume are not intended 
outcomes. Such glaring inequities in these four policy areas need to be explained, however, 
in order to determine the sources and work toward formulating solutions. Two distinct 
levels of causation have resulted in the social exclusion of various groups in social policy. 

The first sources are structural and implementation problems within the policy arenas. 
These differ among the four areas. In the case of job creation, inequalities are ignored by a 
poor definition of the problem which effectively denies the extent of unemployment. 
Unemployment is defined in such a way as to mask the true conditions of 
underemployment and the extensive role of the informal sector. Housing suffers from a 
decentralization of decisionmaking without the financial resources to accomplish tasks. 
Fragmented government programs and the lack of a cohesive national commitment to 
provide safe and adequate housing to the population maintain the inequities in housing. 
Inequalities in public security stem from the lack of structural reform following the end of 
the military government, and from problems at the point of implementation. Training and 
education of local police have not kept pace with the changing mandate of public security 
forces. Policy to engender political participation languishes from an intersection of the 
problems experienced in the other areas. 

Underlying social and economic conditions within Brazilian society are the second source 
of inequality. The core element of the perpetuation of income disparity lies in the shaky 
foundation upon which social policies have been built. Although at first glance the four 
areas appear to have distinctly different reasons behind the inequities in service delivery, 
they all relate back to the general inequalities in Brazilian society. This condition of social 
exclusion intensifies the need for immediate solutions but also presents enormous 
challenges to implementing effective policies. The integration of seemingly disjointed areas 
such as trade negotiations, housing policy, economic stability, and nutrition will allow the 
Brazilian government to address the issue of social exclusion simultaneously on all fronts. 
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Brazilians cannot address the condition of social exclusion until the amelioration of extreme 
inequalities is considered a priority on the policy agenda. Though apparently an obvious 
statement, Brazil, along with many other nations including the United States, seems to 
function under the assumption that indigence will naturally disappear with economic 
growth. The social disparities in Brazil require an official commitment to progressive 
redistributive policies which will gradually enable all sectors to participate in economic, 
social, and political activities. Two of the analyses presented here find that unequal benefits 
from public services constitute a central debate: housing and participation. The other two 
areas, public security and labor, do not seem to have received a great deal of official 
attention. Even in those areas in which exclusion has been identified as a social problem, 
change is difficult. 

Another major constraint on social change lies in the political aspect. Social policy change 
requires a strong, organized advocacy group both to bring the issue to the table and to rally 
support for progressive policy reforms. As discussed in Chapter 4, participation of this 
caliber is often hindered by general exclusion and poverty, a lack of useful information, a 
disillusionment and mistrust of politics, and clientelistic compensatory policies. In addition, 
redistributive measures tend to meet resistance from individuals with political power, as the 
political elite continue to have a considerable overlap with the economic elite. 

Decentraliz.ation was expected to allow Brazilians access to political participation and the 
avenues to bring issues to the agenda The physical size and regional diversity of Brazil 
create a strong need for local input in the formulation, design, implementation, and 
evaluation of the policy process. Toward this end, policymakers have attempted to 
redistribute various responsibilities among state and local governments. Decentralization is 
intended to enable communities to utilize local resources more efficiently, provide a higher 
quality of services to their citizens, and to engender participation in the political process. 
However, the tradeoff that often occurs between efficiency and equity in the process of 
decentralization should be considered. Job creation, for example, involves macroeconomic 
policy that is not a feasible means to decentralize to the municipal level. The implications of 
decentralization for social policy introduce myriad complications which deserve careful 
dissection. 

In the policy areas examined, the first attempts of decentralization do not appear to have 
resulted in a substantial improvement in services. Inequalities continue to exist. In some 
cases, decentralization perpetuates the inequalities it might have erased. Decentralization of 
police forces in Brazil, for instance, has resulted in a lack of standardization across states. 
As shown in Chapter 2, a clear presence of discrimination along racial lines by police 
forces was observed in the urban setting. Decentralization alone has done little to improve 
the protection and safety offered to Brazilians. An examination of international public 
security forces indicates that alternative structures provide no easy answers. Problems of 
corruption, accountability, and police violence appear in both decentralized and centralized 
systems. Thus, decentralization is not the primary ingredient for equitable public security. 
Instead, decentralization, if backed by political commitment at all levels of the federalist 
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system. competent and well-defined institutions, and financial support, can provide a 
useful tool in addressing the inequities of the current system. 

If decentralization has not led to substantial improvements in social policy, the question is 
why states have been unable to translate their greater decisionmaking capacity into real 
changes in the four respective policy areas. Why have states not capitalized on the recent 
political opening? Unique reasons appear to influence the states' capabilities in each area, as 
well as the underlying social and economic conditions mentioned earlier. Close examination 
of each policy arena reveals two primary reasons that states were unable to use 
decentralization to affect services: fiscal constraints and institutional impediments. 

Chapter 3 provides perhaps the best example of the failure of policy decentralization to 
rectify inequalities in service delivery. The dissolution of the highly centralized housing 
fmance institution, the BNH, has not resulted in the provision of housing for lower-income 
groups as was predicted. The effect has been a disjointed, highly fragmented system. The 
vertical financial structure fails to intersect with horizontal policy programs. In effect, the 
federal government has not decentralized housing policy as much as it has abdicated it. The 
institutional structure and financial constraints handicap the states and cities in providing 
solutions to Brazil's 12 million-unit housing deficit. 

In the case of labor issues, the federal government retains full responsibility for the 
formulation of job creation policy. Since employment and the creation of jobs are issues 
intimately intertwined with the macroeconomic policy of a country, it must be formulated 
within that specific framework. Though this fact is most clearly evident in the matter of job 
creation, it touches an important question applicable to all social policy areas: the 
relationship between social and economic policy. 

The Cardoso administration has followed the global trend toward policies that support a 
market-driven economy, often at the expense of a more socialistic welfare model. It can be 
argued, however, that economic stability is the first step in constructing a foundation upon 
which to develop social policies. The lack of consensus regarding the relationship between 
economic and social policy is endemic to larger social policy disputes. No consensus exists 
on how the "social apartheid" of Brazilian society should be most appropriately addressed. 
The formation of viable policies hinges on first overcoming these differences. Limitations 
in access to current profiles of the political landscape have confined these analyses to the 
four policy areas. Nevertheless, it is hoped that they will serve as foundations for future 
investigation which can insert these needs into the present political context in order to 
formulate appropriate alternatives. 

Social policies that do not consider economic realities can have only limited impact. Present 
and future budgetary constraints will play a significant role in shaping the parameters of 
social exclusion. The necessary corollary is that economic policy must be formulated with 
heavy consideration to the social consequences and implications of alternative policy 
directions. Unless redistribution is an explicit goal in economic policy, especially in 
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policies designed to stimulate economic growth and investment, then it will probably only 
reinforce the existing socioeconomic divisions. 

The studies in this volume offer tentative conclusions both on social exclusion and the 
degree to which decentralization constitutes a component in the solution to existing 
inequalities. The discussions reveal that Brazil has witnessed a fragmented decentralization. 
It is not complete, because devolution of policy and decisiomnaking have occurred with 
inadequate consideration to funding issues and the inter-relatedness of various social and 
economic issues. Public security and housing have both been delegated to the states, yet 
they have no ability to either change the amount of funding or alter priorities. 
Decentralization, alone, will not improve social policy. It has been erroneously 
recommended as a panacea for the Brazilian government's dilemma in social policy. Great 
gaps exist between the expectations set for decentralization and its observed results. 
Structural and implementation problems, in addition to underlying social and economic 
conditions, perpetuate a system of social exclusion. Before decentralization can succeed, 
institutions must be in place to facilitate the movement of decisionmaking to state and local 
levels. Additionally, social policy is constrained by financial resources and political will. 
These other factors limit the effects of decentralization and the democratization of the 
Brazilian state. For states to begin to correct the inequalities in social policy. a multitude of 
issues must be addressed simultaneously on all fronts. 
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