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CASH TRANSFER PRO G RAM M ES IN BRAZIL:  

IM PACTS O N INEQ U ALITY  AND  PO V ERTY ∗∗∗∗ 

 

Fabio Veras Soares,∗∗ Sergei Soares,∗∗∗ 
M arcelo M edeiros,∗∗∗∗ and Rafael G uerreiro O sório∗∗∗∗∗ 

ABSTRACT 

This paper evaluates the contribution of cash transfer program m es to the observed fall in 
inequality in Brazil betw een 1995 and 2004 as w ell as its im pact on poverty. W e use the 
2004 Brazilian National H ousehold Survey (PNAD) that for the first tim e collected data on 
the incidence of som e of the cash transfer program m es. W e develop a m ethodology to 
separate out the incom e of different cash transfer program s, cross-check the survey 
inform ation w ith adm inistrative records, evaluate the incidence of the program m es, calculate 
their concentration indexes and decom pose the G ini index into the contribution of each 
incom e source. W e find that both BPC – the m eans tested old age pension and disability grant  
program m e – and Bolsa Família are quite w ell targeted: 74%  of BPC reported incom e and 80%  
of Bolsa Família reported incom e goes to fam ilies living below  the poverty line (half of 
m inim um  w age per capita), and that they w ere jointly responsible for 28%  of the fall in the G ini 
inequality betw een 1995 and 2004 (7%  from  BPC and 21%  from  Bolsa Família). This 
contribution is quite sizable since BPC and Bolsa Família together account for a tiny 0.82%  of 
the total fam ily incom e reported in the National H ousehold Survey. It is also striking that 
pensions equal to the m inim um  w age – contributory or not – contributed 32%  to the fall in 
the G ini index, but this better perform ance w as due to the fact that they m ake up 4.6%  of the 
total fam ily incom e.  
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1  INTRO D U CTIO N 

The eradication of poverty and the substantial reduction of the levels of inequality in Brazil are 
goals w hich are difficult to reach w ithin a reasonable tim e lim it w ithout resorting to direct 
redistribution m echanism s. Cash transfer program m es that are of a non- contributory nature 
are clear exam ples of the use of this type of m echanism . These program m es have existed for 
decades and have passed through innovations and expansions since the end of the 1990s.  

The publication of supplem entary data from  the 2004 National H ousehold Survey (PNAD 
2004) for the first tim e provided inform ation on the incidence of these program m es. O ur 
objective is to analyze the distributive effects of the Brazilian direct cash transfer program m es 
using these new  data. In order to be able to do this, w e w ill have to: a) assess the PNAD 
inform ation vis-à-vis adm inistrative records, and b) develop a m ethodology to separate out  
the com ponents of incom e that can be identified as cash transfers. There are various m otives 
for doing this type of analysis. Am ong them  is to identify areas in w hich design and 
im plem entation need to be adjusted, as w ell as plan for the expansion of such program m es.  

In 2004, the PNAD collected, for the first tim e, inform ation using a supplem entary 
questionnaire about the participation in Federal G overnm ent cash transfer program m es such 
as Auxílio Gás (cooking gas stipend), Benefício de Prestação Continuada, BPC (continous cash 
benefit; m eans-tested disability grant and old age pension), Bolsa Alimentação (food stipend), 
Bolsa Escola (school stipend), Bolsa Família (Fam ily Stipend), Cartão Alimentação (food card 
from  the H unger Zero program m e), Child Labor Eradication Program m e (PETI), and other cash 
program m es. The households in w hich there w ere beneficiaries w ere identified and, for som e 
program m es, the num ber of beneficiaries w as also identified.  

H ow ever, the questionnaire used by PNAD does not allow  the direct use of data for 
studies about the specific incidences of each program m e. The w ay in w hich inform ation is 
collected does not perm it the individual identification of the program m e beneficiaries in the 
households, nor does it allow  the distinction am ong the incom es received from  the cash 
transfer program m es from  investm ent incom e (interests and dividends), w hich are all blended 
in a category called “other incom es”. This fact com plicates the carrying out of studies about 
the incidences of these program m es; how ever, w e put forw ard a m ethodology for the 
disaggregation of “other incom es that allow s us to surm ount this obstacle in a satisfactory w ay 

W ith the use of this m ethodology, w e assessed the targeting of the program m es and their 
effects on inequality and poverty. O ur results indicate that all program m es prioritize the 
population w ith the low est incom e, even though there is a m argin for adjustm ents in their 
design and im plem entation. The poorest fam ilies receive the largest part of the transfer 
resources and the quantity of fam ilies benefited in the richest strata of the population is 
negligible. The program m es also have a visible im pact on the incidence of poverty (reduction 
in the proportion of poor people), particularly the BPC, and w ere responsible for an im portant 
part of the fall in incom e inequality in Brazil betw een 1995 and 2004. 

Previous research w as based only on the inform ation that a household has a beneficiary 
from  one (or m ore) of the program m es, and sim ply carried out the analysis using the category 
“O ther incom e”. O ur m ethodology is innovative by separating the incom e com ponent of each 
program m e, and in particular, separating the BPC from  the other cash transfer program m es. The 
latter separation is fundam ental since the BPC is the program m e in w hich the transfer value is 
the highest (the equivalent of one Brazilian m inim um  w age), besides the fact that it possesses 
objectives and institutional characteristics that m ake it very different from  the other program m es.  
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W e also assessed the levels of concentration of all of the other sources of incom e w hich 
w ere investigated by the PNAD. As a result, w e identified a high concentration of rents and 
pensions or retirem ent funds w hich w ere above the value of the social security floor (1 m inim um  
w age). The high concentration of incom e from  financial investm ents called attention since  
they chiefly originate from  interest paid on federal governm ent bonds and, therefore, can  
be understood as a form  of governm ental transfer to the richest segm ent of the population  
at a m agnitude w hich is m uch greater than that of the transfers targeted on the poor.1  

M ost of the prelim inary investigations that have been released up to now  have only called 
attention to the great change verified in the com ponent “other incom es” in term s of the 
volum e of resources m easured, as w ell as in its distribution: from  the m ost concentrated 
com ponent in the 1990’s, it becam e, in 2004, one of the less concentrated, losing only to 
retirem ent funds and pensions indexed to the m inim um  w age, according to the tw o studies 
that disaggregated the retirem ent funds and pensions by value (Soares (2006) and H offm an 
(2005)). In the present study, w e separated the com ponent “other incom es” in a w ay that offers 
a m ore refined analysis of the role of each of its sub-com ponents — the interests, the BPC, and 
other cash transfer program m es — in the fall in inequality observed in the last few  years. This 
exercise also allow s us to im prove the analysis of the incidence of the cash transfer program m es 
by separating the BPC from  the other program m es. In addition, such a separation w ill perm it, 
in the future, an international com parison betw een the distributive role and the degree  
of focalization of the Brazilian cash transfer program m es in relation to other sim ilar 
program m es in Latin Am erica.  

This paper is com posed of other three sections after the introduction. In the next section, 
w e present the m ethodology, confronting the data of the 2004 PNAD supplem ent w ith the 
adm inistrative records of Septem ber 2004 in order to identify disparities. In the third section, 
w e analyze the degree of targeting (incidence) of the program m es, conduct a robustness test 
of the m ethodology, present a decom position of the G ini index for different sources of incom e 
in 1995 and 2004, and analyze how  each source of incom e contributed (or not) to the 
reduction of inequality and had effects on poverty. In the last section, w e sum m arize our 
conclusions. But before that, w e w ill end this introduction w ith a brief description of the  
cash transfer program m es that w ere investigated in the 2004 PNAD. 

BPC: The Continuous Cash Benefit Program m e is an unconditional cash transfer to the 
elderly or to extrem ely poor individuals w ith disabilities. It w as created by the 1988 Federal 
Constitution, but it w as only im plem ented in 1996. The transfers are m ade to the elderly or 
people w ith a severe disability, w hose fam ily per capita incom e is less than one quarter of the 
m inim um  w age2 (approxim ately US$ 1/day in M arch, 2006). The value of the transfer is 
equivalent to a m onthly m inim um  w age (approxim ately US$ 4/day). The benefit is independent 
of previous contributions to the social security system  and is not subject to any conditionality. 
All extrem ely poor individuals over 65 years of age, w hether disabled or not, are entitled to the 
benefit. In the case of non-elderly disabled individuals, only the very poor that are classified as 
having a severe disability that hinders their independent life and w ork can receive BPC. 
M edical experts carry out tests to evaluate the individual’s social situation w ith respect to his 
or her disability. The program m e beneficiaries are re-evaluated every tw o years in order to 
ensure that their status has not changed. 

PETI: The program m e for the eradication of child labor (PETI) w as created in 1996.  
It consisted of a cash transfer for children, betw een 7 – 15 years, w orking (or prone to)  
in hazardous and dangerous activities such as sugar cane plantations and vegetal coal 
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production. It also had a supplem entary budget for m unicipalities to extend the activities at 
school (Jornada Ampliada) so that the children w ould not have “free tim e” to w ork in those 
dangerous activities. Initially m unicipalities w ith a high incidence of child labor in those 
dangerous activities w ere targeted. The value of the benefit w as R$ 25 per child in the rural 
areas and R$ 40 per child in the urban areas. The conditions include a com m itm ent that 
children younger than 16 w ill not w ork and 75%  attendance in classes. 

Bolsa Família: created in O ctober 2003, this is the m ain conditional cash transfer 
program m e of the Federal governm ent and it is adm inistered by the M inistry for Social 
Developm ent. It unifies the other conditional cash transfers program m es: Bolsa Escola and 
Bolsa Alim entação as w ell as other cash transfer program m es: Cartão Alim entação do Fom e 
Zero and Auxílio G ás, w hich w ere still in place in 2004. Bolsa Família targets poor fam ilies w ith 
a m onthly per capita incom e below  R$ 100 (US$ 40) and w ho are registered in the unified roll 
(Cadastro Único). Selection of beneficiary fam ilies is decentralized and im plem ented at the 
m unicipal level (w ith a double check at the Federal level). Despite all the inform ation gathered 
through the Casdastro Único, the only relevant inform ation for eligibility is the “m onthly fam ily 
per capita incom e”. Each m unicipality has a quota – based on the estim ates of poor people 
according to the National Statistics O ffice – that m ust be filled in. The benefits vary according 
to the m onthly per capita incom e of the fam ily and its com position. Fam ilies w ith a m onthly 
per capita incom e below  R$ 50 – extrem e poverty –  have access to a m onthly benefit of R$ 50, 
regardless of its com position. Fam ilies w ith a m onthly per capita incom e betw een R$ 50 and  
R$ 100 are only eligible if they have children betw een 0-15 and/or a pregnant w om an. The 
benefit for each child is R$15 and a fam ily can accum ulate it for up to a m axim um  of three 
children. Fam ilies in extrem e poverty (up to R$ 50) can also accum ulate this benefit w ith the 
basic benefit of R$ 50. Therefore, the m axim um  benefit that a fam ily can achieve under this 
program m e is R$95.3 Conditionalities of the program m e involve a 85%  attendance at school 
for school age children, updated im m unization cards for children betw een 0-6 years old, and 
regular visits to health centers for breast feeding or pregnant w om an. M oreover, there are 
som e structuring activities that aim  at giving access to social services to adults in beneficiaries’ 
fam ilies. These include: preference in training program m es (including literacy courses), in 
em ploym ent, and in incom e generating program m es, and those m em bers w ithout civil 
register (and other civil docum ents) w ould get them .  

Bolsa Escola: The Federal Bolsa Escola w as created in 2001 and targeted children betw een 
6 and 15 years w hose fam ilies have a m onthly per capita incom e below  R$90. The value of the 
benefit is R$ 15 per child up to a ceiling of R$45. The fam ily has to guarantee that the children 
w ill not m iss m ore than 15%  of the classes. As previously m entioned, this program m e w as 
m erged w ith the Bolsa Família in January 2004. This program m e w as adm inistered and 
im plem ented by the M inistry of Education. 

Bolsa Alim entação: This program m e w as created in Septem ber 2001 by an initiative of the 
M inistry of H ealth. It aim ed at fighting infant m ortality in fam ilies w ith per capita incom e below  
half of m inim um  w age. The fam ilies w ere identified by the com m unity health agents and the 
fam ilies w ould get R$ 15 per child betw een 0-6 years old (or pregnant w om an) up to a m axim um  
of R$ 45. As a conditionality, the im m unization cards of the children had to be updated and 
breast feeding m others or pregnant w om en had to pay regular visits to health centers. 

Auxílio G ás: This program m e w as created in Decem ber 2001 to com pensate poor fam ilies 
for the ending of the subsidy in the cooking gas price. It targeted fam ilies w ith m onthly fam ily 
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incom es below  R$ 90 excluding the incom e that m ay com e from  other cash transfer 
program m es such as Bolsa Escola, Bolsa Alimentação, PETI, unem ploym ent benefits, etc. There 
w ere no conditionalities attached to this program m e besides being registered in the “Cadastro 
Único”. The am ount of the benefit w as R$ 7.50 paid every other m onth. The M inistry for M ining 
and Energy w as responsible for adm inistering this program m e. 

Cartão Alim entação: This program m e w as created in 2003 and consists of a transfer of R$ 50 
to fam ilies w ith a m onthly per capita incom e low er than half of the m inim um  w age for 6 m onths 
(w hich can be extended up to 18 m onths). The aim  of the program m e is to fight food insecurity 
w hile other m easures are taken to ensure that the fam ily w ill stop being food insecure.  

2  M ETHO D O LO G Y  

2.1  TH E Q UESTIO NNAIRE ABO UT TH E CASH  TRANSFER PRO GRAM M ES  
IN TH E 2004 PNAD SUPPLEM ENT 

The special supplem ent of the 2004 PNAD about the governm ental cash transfer program m es 
investigated the incidence of the follow ing beneficiaries: 

A ) Cooking G as stipend (tw o questions):  

� if they had received the gas stipend that m onth; 

� if they w ere signed up for the program m e. As the allow ance w as paid bi-m onthly, 
the person could say that they hadn’t received the benefit that m onth and appear 
as if they w ere a non-beneficiary, the second question here tries to get around  
this problem ; 

B) Bolsa Fam ília 

� if they had received it that m onth; 

C) Food Card from  the H unger Zero Program m e 

� if they had received it that m onth; 

D) Food Stipend—(tw o questions):  

� if they ha program m e; d received it that m onth;  

� how  m any m em bers of the household w ere signed up for the program m e or w ere 
beneficiaries of the 

E) Continuous Cash Benefit (BPC)—(three questions): 

� if an elderly person or person w ith a disability in the household had received the 
benefit that m onth;  

� how  m any elderly people or people w ith disabilities in the household received 
m oney from  the BPC that m onth;  

� if another resident had received m oney from  the Program m e that m onth.4 

F) Bolsa Escola (tw o questions): 

� if they had received it that m onth;  

� how  m any residents in the household w ere signed up for the program m e; 
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G ) Child Labor Eradication Program m e (PETI):  

� if they had received it that m onth;  

� how  m any residents in the household w ere signed up for the program m e; 

H ) O ther federal, state, or m unicipal cash transfer program m es:  

� if they had received it that m onth. 

 

H ow ever, the special supplem ent did not foresee the identification of the beneficiaries of 
the above described program m es, nor did it foresee the identification of the incom e w hich 
originated from  these program m es as a separate category in the questionnaires. For this 
reason, it is not possible to be certain if the registered incom e in the category “other incom es” 
is, or not, an incom e w hich originates from  a cash transfer program m e that one beneficiary 
resident in the household had received during the reference m onth of the survey. For this 
reason, w e w ill w ork w ith the total “other incomes” of the household in an attem pt to extract 
the cash transfer program m e incom es. 

It is interesting to observe that diverse statistics institutes in Latin Am erica, as for exam ple 
those in M exico and Chile, altered the w ay to m easure incom e, w ithout harm ing the 
com parability w ith the historical series, in order to better inform  the society about the effects 
of the governm ent cash transfer program m es on poverty and inequality. The im provem ent in 
the gathering of inform ation is fundam ental for perm itting a better analysis5 of the im pact of 
this type of program m e and for m onitoring them  at a low  cost.  

2.2  CO M PARISO N O F TH E 2004 PNAD RESULTS W ITH  ADM INISTRATIVE RECO RDS 

The first relevant question is if the inform ation obtained by the PNAD, a nationally 
representative household sam ple survey, approxim ates the results that cam e from  the 
adm inistrative records of the program m es. Specifically, there are tw o aspects that deserve 
attention: the precision of the PNAD program m es in relation to the absolute num ber of 
program m e beneficiaries and the relative distribution of the attributes of the beneficiaries 
(regional distribution, etc.). 

It is fundam ental to observe that the PNAD sam ple design w as not planned to estim ate 
the total num ber of cash transfer program m e participants. A  characteristic of the PNAD 
sam pling is the creation of geographically clustered sam ples, due, in part, to the first tw o 
stages of the sam pling, respectively, the selection of a panel of m unicipalities, and of a group 
of census tracts. A  consequence of this design is that the survey does not capture phenom ena 
w ell that are very concentrated in a specific geographic area.  

A t any rate, the inform ation rendered by the households w ith beneficiaries from  the 
sam ple is extrem ely relevant for the analysis of the targeting of the program m es and of their 
im pact on poverty and on incom e distribution, as w ell as to have an idea of the m ajor 
characteristics of the household w ith program m e beneficiaries. 

A round 15.5%  of Brazilian households (8 m illion) declared having received m oney from  at 
least one of the 8 cash transfer program m es investigated in the 2004 PNAD. If w e exclude the 
households that only receive the BPC, this total falls to 14.5%  (7.5 m illion). According to Table 1, 
the benefit m ost com m only declared by the households w as the  Bolsa Escola w ith 7.4%  of the 
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households (3.8 m illion), follow ed by Cooking G as stipend (3.5 m illion) and Bolsa Família (2.1 
m illion). These values do not reflect the program m es’ adm inistrative data records. According 
to these data, in Septem ber 2004, the Bolsa Família had already reached around 5 m illion 
fam ilies and the Bolsa Escola around 3.3 m illion (w ithout overlapping). The discrepancies are 
large: the PNAD estim ates a num ber of Bolsa Família beneficiaries that is lesser than one half  
of those w ho are officially registered and a num ber of Bolsa Escola beneficiaries that are 
approxim ately 15%  greater than those registered. 

Faced w ith this discrepancy, it is im portant to note that the conclusions of the studies  
that have been conducted up to now , as w ell as our ow n considerations, are draw n from  data 
w hich still needs to be im proved in term s of quality. As such, all of the interpretations based on 
the 2004 PNAD need to be m ade w ith caution. 

TABLE 1 

Absolute Num ber of Beneficiaries: Adm inistrative Records and PNAD   

Programme Administrative Record PNAD Difference 

BPC Disability 1,098,552 437,701 -60% 

BPC (old age) 885,236 324,575 -63% 

Subtotal BPC 1,983,788 762,276 -62% 

    

Bolsa Família 5,035,660 2,089,970 -58% 

Bolsa Escola 3,381,486 3,803,526 12% 

Food Stipend 251,459 536,149 113% 

Food Card 107,907 752,112 597% 

Cooking gas 4,220,953 3,491,400 -17% 

Subtotal Others 12,997,465 10,673,157 -18% 

    

Total 14,981,253 11,435,433 -24% 

Source: 2004 PNAD M icrodata (IBG E) and M inistry of Social Developm ent (M DS) adm inistrative data.  

 

It is possible to speculate about the m otives of this discrepancy. Besides the m otives 
regarding the type of sam pling used in the PNAD, another problem  that affects these data is the 
fact that the Federal Governm ent cash transfer program m es w ere going through a transition 
during the tim e of data collection. All of the program m es, w ith the exception of PETI and BPC — 
w hich have characteristics that are quite different from  those of the other program m es — w ere 
being unified under the um brella program m e Bolsa Família. This transition can be associated 
w ith the difficulty of discerning the correct nam e of the program m e during the answ ering  
of the questionnaire. It is possible, for exam ple, that the people w ho w ere still not used to 
identifying Bolsa Família as “their program m e” for cash transfer could have answ ered that  
they receive m oney from  m ore than one program m e because they confused Bolsa Família  
w ith other program m es.6 For this reason, the duplicity in the answ er does not, necessarily, 
m ean that the household had beneficiaries from  diverse program m es. 

According to the PNAD data and excluding BPC from  the analysis, 42%  of the households 
declared having a beneficiary or beneficiaries from  m ore than one program m e, w hich reveals 
either a great overlapping am ong the diverse program m es or an inability of the population in 
discerning w hich “his/her cash transfer program m e” w as. A  great deal of the overlapping is 
due to the Cooking G as Stipend program m e, w hich w as the program m e that w as m ost 
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frequently declared sim ultaneously w ith other program m es. Such a situation is not alarm ing, 
having in m ind that this is a com plem entary bi-m onthly low -cost benefit. A round 70%  of the 
beneficiary households from  this program m e w ere also beneficiaries of som e other program m e. 

An additional piece of evidence that the bias does not occur only in the direction of 
underestim ating the total num ber of beneficiaries, but is also a consequence of the confusion 
am ong the diverse program m es, is the fact that 536 thousand households declared being 
beneficiaries of the Food Stipend program m e and 752 thousand declared being beneficiaries 
of the Food Card from  the H unger Zero Program m e,7 w hile the adm inistrative data indicate 
that only 251 thousand and 107 thousand fam ilies, respectively, w ere beneficiaries of those 
tw o program m es. 

Even though the absolute num bers of the adm inistrative records w ere not reproduced, 
the PNAD can reproduce the distribution of the beneficiaries and their characteristics w ell in 
relative term s. To investigate this hypothesis, w e contrasted the regional distribution of the 
adm inistrative data for the Bolsa Família, Bolsa Escola, Food Stipend, Food Card, and Cooking 
G as Stipend referring to the num ber of beneficiary fam ilies w ith the PNAD data distribution  
for the sam e program m es. Table 2 reveals that the PNAD reproduces the regional distribution 
of the beneficiaries w ith quite good precision for the m ajority of the program m es, especially 
for the Food Stipend program m e. 

TABLE 2 

Com parison betw een Adm inistrative Records (AR) and the PNAD  Regional D istribution  

D ata for the Cash Transfer Program m es8 

Bolsa Escola Bolsa Família Food Stipend Food Card Cooking gas 
Region 

PNAD AR PNAD AR PNAD AR PNAD AR PNAD AR 

North 8% 9% 8% 10% 7% 7% 2% 1% 7% 9% 

Northeast 51% 54% 59% 47% 58% 58% 84% 88% 56% 48% 

Southeast 23% 24% 22% 25% 20% 20% 10% 10% 20% 25% 

South 12% 9% 8% 11% 10% 10% 3% 1% 12% 12% 

Mid-West 5% 4% 3% 6% 5% 5% 2% 0% 4% 6% 

Brazil 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 

Source: 2004 PNAD M icrodata (IBG E) and M inistry of Social Developm ent (M DS) adm inistrative data.  

 

A round 762 thousand households — w hich corresponds to 1.5%  of the Brazilian total — 
declared having a beneficiary of the BPC, w hich m eans that a large part (practically half) 
escape the PNAD estim ations, even w hen considering that this does not include individualized 
inform ation about the beneficiaries. According to the adm inistrative data, there w ere 
1,983,788 beneficiaries in Septem ber 2004, of w hich 1,098,552 w ere disabled people and 
885,236 w ere elderly, 65 years of age or older. 

Due to the characteristics of the BPC, it is possible to advance a little m ore in the com parison 
betw een the Program m e’s adm inistrative records and the inform ation gathered by the PNAD. 
In Table 3, w hen w e break dow n the inform ation on the households w ith BPC beneficiaries, 
one can perceive that 57%  of the households did not have any resident 65 years of age or 
older, 31%  did, and 11%  had tw o such people. If w e assum e that households w ithout residents 
of this age range probably have disabled people beneficiaries, w e arrive at the conclusion that, 
in proportional term s, the data of the PNAD replicate the distribution by category of BPC 
adm inistrative data w ell since, accordingly, 55%  of the beneficiaries w ere disabled people  
in Septem ber 2004. 
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TABLE 3 

Num ber of residents 65 years of age or older in households w here BPC beneficiaries live 

# of redidents (65 years or older) Frequency % 

0 437,701 57.42 

1 237,12 31.11 

2 83,544 10.96 

3 3,053 0.40 

4 648 0.09 

5 210 0.03 

Total 762,276 100 

Source: 2004 PNAD M icrodata (IBG E). 

 

In term s of regional distribution, the PNAD data replicate the adm inistrative data w ith 
good precision w hen one looks at the distribution of the beneficiaries for the disabled people, 
as seen in Table 4. Yet, the regional distribution of the BPC for the elderly reveals an over-
estim ation (relative) from  the Northeast in detrim ent to the Southeast in the PNAD data,  
w hile for the other regions, the discrepancy is not so large. 

TABLE 4 

Com parison betw een Adm inistrative Regions (AR) and the PNAD  data on the regional 

distribution of the BPC beneficiaries9 

Disabled Elderly Total 
Region 

AR PNAD AR PNAD AR PNAD 

North 10% 10% 9% 5% 10% 8% 

Northeast 41% 44% 32% 56% 37% 49% 

Southeast 30% 28% 39% 20% 34% 24% 

South 10% 10% 10% 8% 10% 9% 

Mid-west 8% 8% 10% 13% 9% 10% 

Source: 2004 PNAD M icrodata (IBG E) and M inistry of Social Developm ent (M SD) adm inistrative data. 

 

The data analyzed in this section indicate that, even though it w as not possible to 
reproduce the absolute num ber of cash transfer program m e beneficiaries, the PNAD is able to 
reproduce the regional distribution of the adm inistrative data in a reasonable w ay w ith only a 
few  exceptions. It is im portant to rem em ber that it is a rule of thum b that absolute num bers 
obtained from  the expansion of household survey sam ples are rarely near those that com e 
from  adm inistrative records. Nevertheless, for som e of the program m es analyzed here, even 
som e of the relative num bers dem onstrate a non-negligible degree of discrepancy. The m ain 
one refers to the elderly BPC beneficiaries, w here there is an over-estim ation of the proportion 
of beneficiaries in the Northeast region in detrim ent to the Southeast region. A  possible 
explanation for this fact could be the confusion on the part of the beneficiaries (or on the part 
of those w ho answ ered the questionnaires) betw een the BPC and pensions and retirem ent 
funds. It is possible, therefore, that a significant part of the BPC is being included in the 
answ ers about public retirem ent funds and pensions.10 
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2.3  DISAGG REGATING  TH E “O TH ER INCO M ES” 

2.3.1  Separating the Incom e Com ponents D eclared in “O ther Incom es” 

To separate the com ponent “other incom es”, the idiosyncrasies of each program m e m ust be 
taken into consideration. In m onetary term s, the BPC is clearly differentiated from  the other 
cash transfer program m es. O f the eight cash transfer program m es investigated by the 2004 
PNAD supplem ent, it is the only one that is indexed to the m inim um  w age. As such, it is easier 
to investigate if the households w ith Program m e beneficiaries declared the BPC incom e in the 
category “other incom es” or not. 

All of the households that declared having a BPC beneficiary have positive values 
registered in the com ponent “other incom es”. Figure 1 below  show s the distribution of the 
total household incom e com ing from  “other incom es” (that is, the sum  of the value registered 
in this com ponent for each one of the household m em bers), considering only the households 
w ith BPC beneficiaries. 

FIGURE 1 

Total Household Incom e com ing from  “O ther Incom es” from  the households  

w ith BPC beneficiaries (% ) 
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Source: 2004 PNAD M icrodata (IBG E). 

Note: the M inim um  W age w as R$260 in Septem ber 2004. 

 

These data reveal that of the households w ith BPC beneficiaries, 67%  declared an incom e 
of one M inim um  W age, or a m ultiple of this as “other incom es”. If w e restrict the sam ple to 
households that declared receiving the BPC exclusively, w e observe that 94%  declared 
receiving exactly 1 M inim um  W age or a m ultiple (tw o or three m inim um  w ages) of this as 
“other incom es” according to Figure 2. 
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FIGURE 2 

Household Incom e from  “O ther Incom es” (% ) – households that receive the BPC exclusively  
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 Note: the M inim um  W age w as R$260 in Septem ber 2004. 

 

Due to the probable confusion betw een the BPC and retirem ent funds or pensions 
connected to the m inim um  w age, it is possible that the questionnaire respondent declare the 
BPC transfer tw o tim es: once as “other incom es” in the correct place for the BPC, and again in 
the category for retirem ent funds or pensions, contributing to the double counting of the 
benefit and to the over-estim ation of the incom e. There are 35 registers in the PNAD sam ple 
(w hich represent 15,146 people in the population) that receive 1 m inim um  w age from  a 
retirem ent fund or pension, and that also reported 1 m inim um  w age in other incom es and 
w hose household reports having a BPC beneficiary. O f these 15,146 individuals, 35%  are in 
households w ithout elderly (65 years or older), 58%  are in households w ith 1 elderly person, 
and 7%  in households w ith 2 elderly people. As it is possible for the retired person to be the 
one w ho is responsible for (guardian of) a disabled person, it does not seem  that the double 
counting could be relevant to the point that it biases the results of the incidence analysis. 
Nonetheless, it is im portant to observe that w hen one refers to the existence of m ore than one 
BPC beneficiary per household, the Elderly Persons Act11 perm its the exclusion of the incom e 
of the BPC for the elderly in the com putations of the value of the fam ily incom e per capita if an 
elderly person in the sam e household requests the benefit, w hich can result in the 
accum ulation of BPCs in the sam e household (M edeiros, Diniz &  Squinca, 2006). 

The values of the transfers provided by other cash transfer program m es vary according to 
the fam ily com position (num ber of children or pregnant w om en) and the fam ily incom e per 
capita before the program m e,  according to the size of the m unicipality (PETI), and w hether the 
state or the m unicipality com plem ent the Federal cash transfer or not. G iven such com plexity 
in the com putation of the values of the transfers and the absence of com plete inform ation, 
one can perceive that it w ould not be possible to apply the rules of each program m e to the 
structure of “other incom es” according to the characteristics of each fam ily (household) w ith 
the purpose of separating this incom e com ponent. Just to cite tw o inconveniences that are 
im possible to get around, the category “other federal, state, and m unicipal program m es” can  
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com prise a series of transferences w ith rules that are distinct for each program m e and 
unknow n unidentifiable from  the PNAD dataset, and there is no inform ation about the 
presence of disabled persons in the household, w hich is a problem  for BPC. 

This does not m ean that there is no clear prevalence of typical values from  the different 
cash transfer program m es: R$ 7—Cooking G as Stipend (per m onth); R$ 15—Bolsa Família and 
Bolsa Escola; R$ 50—Bolsa Família and Food Card from  the H unger Zero Program m e; R$ 25 and 
R$ 40—PETI; R$ 95—Bolsa Família m axim um , and so on. From  am ong the program m es, the 
BPC is that w hich generates the m ost congruent reports in the category “other incom es” w hen 
one considers the value that w as expected from  the transfer (m inim um  w age or m ultiples 
thereof). For this reason, w e initiate the separation of the “other incom es” into three sub-
com ponents by the presence of a BPC beneficiary. The m ethodology is very sim ple and can  
be easily replicated:12 

1.  If the household does not receive the BPC 

1.1.  For the households that do not have beneficiaries either from  the BPC or from  other 
cash transfer program m es, the incom e declared in the entry “other incom es” is all attributed to 
the residual sub-com ponent hereafter called interest. 

1.2.  If the household does not have BPC beneficiaries, but has beneficiaries from  the other 
cash transfer program m es, and the registered value in “other incom es” is greater than one 
m inim um  w age, w e divide the incom e into tw o parts: one that is equal to a m inim um  w age  
(R$ 260) w ill be credited to the sub-com ponent other cash transfer programmes, and the other 
rem aining part w ill be attributed to the interest. If the value is equal to or less than one 
m inim um  w age, it w ill be entirely credited to the subcom ponent other cash transfer programmes. 
Such a procedure could be considered conservative since a fam ily, no m atter how  m any cash 
transfer program m es it accum ulates, could hardly obtain a quantity close to one m inim um  
w age. In this m anner, the incom e classified as com ing from  “other cash transfer program m es” 
could be identified as a superior lim it for the appropriation of this type of incom e by the 
fam ilies (households). 

2.  If the household receives the BPC: 

2.1.  For values equal to or above R$ 780 (3 m inim um  w ages) in the category “other incom es”, 
R$ 780 w ill be accredited to the sub-com ponent BPC; the value that exceeds this w ill be 
accredited to other cash transfer programmes up to the lim it of R$ 260 (as described in 1.2).  
In the case of households that receive from  program m es other than the BPC, if there is still 
exceeding incom e (households w ith a total above R$ 1,040 in “other incom es”), it w ill be 
accredited to interest. If the household does not receive from  other program m es, all of the 
incom e exceeding 3 m inim um  w ages w ill go to interest. 

2.2.  For values betw een R$ 520 and R$ 779 in the category “other incom es”, the incom e 
accredited to the sub-com ponent BPC w ill be equal to R$ 520. The difference betw een the 
declared incom e in “other incom es” and R$ 520: w ill be attributed to the sub-com ponent other 
cash transfer programmes if the household receives any other program m e; it w ill be attributed 
to the sub-com ponent interest if the household receives the BPC exclusively. 

2.3.  For values betw een R$ 260 and R$ 519 in the category “other incom es”, the incom e 
accredited to the BPC w ill be equal to R$ 260, follow ing the sam e separation rule for the 
exceeding value that w as defined in 2.2. 
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2.4.  For values below  R$ 260 (1 m inim um  w age), a BPC incom e w ill be produced if the 
household declares it as the only cash transfer program m e to w hich they have access. If access 
to other program m es is declared, the entire value w ill be accredited to other cash transfer 
programmes. In this w ay, an error in declaration is adm itted in the case in w hich, apparently, 
the BPC incom e had been confused w ith that of another cash transfer program m e.  

3  INCID ENCE AND  EFFECTS O N INEQ U ALITY AND  PO VERTY 

3.1  INCIDENCE O F TH E CASH  TRANSFER PRO GRAM M ES 

In order to analyze the incidence of the incom e of the cash transfer program m es, w e w ill 
analyze the concentration curves and the concentration indices of the incom e that com es 
from  the BPC, from  the incom e that com es from  the other cash transfer program m es (Bolsa 
Família and others), and from  the incom e that com es from  the retirem ents and pensions that 
are equal to or less than the m inim um  w age.  

The concentration curves indicate the accum ulated proportion of the incom e of each of 
the sub-com ponents of the incom e appropriated by the accum ulated share of the population 
ranked by their per capita incom e. The concentration index is calculated from  the area under 
the concentration curves and the diagonal line (45 degree line) that w ould be obtained if  
there w ere equality in the distribution. The sum  of the concentration indices of the incom e 
com ponents w eighted by the share of each incom e sub-com ponent in the total incom e is 
equal to the G ini index, w hich is nothing m ore than the concentration coefficient for the (total) 
incom e per capita. 

In other w ords, to draw  a concentration curve one has to: 

1. Rank the population according to the total per capita incom e. 

2. In the horizontal axis, accum ulate the population (w hich has already been ranked 
by the total per capita incom e). 

3. O n the vertical axis, accum ulate the proportion of the incom e (from  different 
sources) that corresponds to the share of the population in the horizontal axis. 

 

W hen one is interested in the incidence of the incom e of one particular subcom ponent of 
the total incom e, say BPC or Bolsa Família, one has to subtract that particular incom e from  the 
com putation of the total per capita incom e. This is so because w e are interested in the ex-ante 
incidence, w hich m eans that w e are interested in know ing the poverty status of the m em bers 
of the population before the transfer is m ade. Therefore, the incidence curve in this approach 
is a concentration curve of a particular incom e com ponent w hen this incom e com ponent is 
subtracted from  the total incom e. 

For this exercise, w e are going to w ork w ith three types of per capita incom e. The first is 
the net per capita incom e of each one of the program m es. W e exclude the BPC, the other cash 
transfer program m es (to save space hereafter, w e call those program m es Bolsa Família) and 
the incom e from  pensions and retirem ent funds that are equal to or less than one m inim um  
w age one at a tim e from  the com putation of the total per capita incom e in order to analyze 
their incidence. The second excludes groups of incom e, say BPC and Bolsa Família, in order to 
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analyze their incidence if they w ere treated as a single program m e. The third per capita incom e 
is the total per capita incom e, w hich includes all the com ponents in the calculation of the 
concentration curves; in this case an incidence analysis is an ex-post analysis of the transfer. 
O nly in this latter case, the concentration index of the total per capita incom e – w hich is the 
sam e as the G ini index – can be decom posed into the sum m ation of the concentration index  
of each com ponent w eighted by their participation in the total incom e. 

Before w e analyze the graphs and tables w ith the results, it is im portant to alert to the fact 
that the per capita incom e used in this study is a little different from  the per capita incom e that 
is divulged by the IBG E (National Statistics O ffice). This is because w e adopted the follow ing 
criteria w hen w e classified the incom es: if one household has a cash transfer program m e 
beneficiary, but no resident from  this household declared incom e in “other incom es” (V1273 is 
the code for this variable in the dictionary), w e do not consider this household in the calculation 
of household per capita incom e. It is interesting to observe that this happened in only 70 
households that declared having received the Food Card and in 286 households that declared 
having received the Bolsa Escola. W e believe that this procedure is the m ost appropriate since 
if the household receives m oney from  som e program m e and does not declare it, the incom e  
in “other incom es” should be considered as “uninform ed” and not as “not applicable”.  

Beyond the exclusion of this type of household, another difference can arise due to our 
criterion of separating the incom es deriving from  the cash transfer program m es. For exam ple, 
a household that inform s receiving the BPC and also other cash transfers, but declares a value 
that is less than the m inim um  w age in “other incom es”, w ill have this value com puted as being 
from  “Bolsa Família”, not contributing in this w ay to the incom e attributed to the BPC in the 
calculation of the household per capita incom e (see item  2.4 above). This incom e w ill enter 
only in the incom e from  “other cash transfer program m es”. As w e m entioned before, to 
analyze the incidence of the program m es from  the incom es calculated by the m ethodology 
that w as outlined above is different from  analyzing the incidences (or targeting analysis) of the 
transfer program m es based on the per capita incom e calculated w hen extracting the w hole 
com ponent of “other incom es” and evaluating the incidence using only the questions about 
w hether the household has a program m e beneficiary or not, som ething w hich has been the 
rule in the studies and notes that have been divulged up to now .  

Figure 3 show s the incidence curve of the Bolsa Família (upperm ost dashed line). W e also 
plotted in this graph the concentration curves of BPC (triangular line), of pensions equal to or 
below  one m inim um  w age (curve w ith sm all circles) and of the total per capital incom e, all 
based on the net per capita incom e of the incom e from  Bolsa Família. The vertical bars from   
left to right indicate the percentile in w hich the first value is one-quarter of a m inim um  w age 
in 2004 — R$ 65 (extrem e poverty line), the percentile in w hich the incom e reaches R$ 100  
(the Bolsa Família cut off point), and the percentile in w hich the incom e reaches one-half of  
a m inim um  w age — R$ 130 (“poverty” line). 

The shape of the incidence curve of the Bolsa Família reveals a high degree of 
distributiveness of the program m e w ith a concentration index of -59.4. The poverty line w hich 
coincides w ith the 32nd percentile show s that 80%  of the Bolsa Família total incom e goes to  
the population below  the poverty line (32% ). The extrem e poor, 14%  of population, get 48%   
of the Bolsa Família total incom e. These num bers suggest that the Bolsa Família is a very w ell 
targeted cash transfer program m e. 
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FIGURE 3 

Bolsa Fam ília incidence curve 
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Source: 2004 PNAD M icrodata (IBG E). 

 

Figure 4 show s the BPC incidence curve. The relevant per capita incom e to rank the 
population in Figure 4 is the one net of BPC incom e. It is striking how  the BPC curve changes 
from  Figure 3 to 4. This is so because the BPC value is high enough to m ove m any fam ilies over 
the extrem e poverty line; w hen w e subtract the BPC incom e from  the total incom e, m any 
households that w ere not classified as poor or extrem ely poor fall into this category. A round 
72%  of the total BPC incom e goes to households below  the poverty line and 50%  to extrem ely 
poor households. Com paring Bolsa Família incidence w ith BPC incidence (and overlooking 
their interaction), w e can conclude that w hile Bolsa Família seem s to be m ore im portant to the 
poor as a w hole, the BPC has a very im portant role for the share of population that w ould be 
below  the extrem e poverty line if the BPC did not exist. Table 5 show s a concentration index  
of -52, revealing a high degree of distributiveness for the BPC. 

FIGURE 4 

BPC incidence curve 
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Source: 2004 PNAD M icrodata (IBG E). 
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As w e m entioned before, it is likely that at least part of the BPC beneficiaries confound it 
w ith pensions linked to the m inim um  w age. Therefore, it is possible that som e of the “m issing” 
beneficiaries of BPC actually had declared their BPC incom e in the pensions entry on the 
questionnaire. M oreover, som e non-contributory pensions such as the rural pension, w hich are 
not identifiable in the questionnaire, are indexed to the m inim um  w age. For this reason, w e 
analyze pensions that are below  or equal to the m inim um  w age in order to capture those non-
contributory pensions w hich are also an im portant com ponent of the cash transfers in Brazil. 

Figure 5 show s that sim ilar to the BPC and to the Bolsa Família, pensions linked to the 
m inim um  w age seem  to be w ell targeted in an ex-ante analysis: 64%  of the reported incom e  
in this com ponent goes to fam ilies that w ould be living below  the poverty line w ithout this 
transfer. Bearing in m ind that this com ponente m ixes both contributory and non-contributory 
com ponent, it does show s a very pro-poor incidence as indicated by the negative 
concentration index of - 41. 

FIGURE 5  

Incidence of Pensions and Retirem ent Funds linked to the M inim um  W age 
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Source: 2004 PNAD M icrodata (IBG E). 

 

W hat w ould happen w ith the BPC and Bolsa Família  concentration (incidence curves) if 
w e treated these program m es as if they w ere just one single program m e, i.e., if w e subtracted 
the incom e from  both BPC and Bolsa Família. Figure 6 show s the incidence curve of the joint 
program m e (BPC + BF) and the individual incidence curve of the BPC and of the BF. The joint 
incidence curve is closer to the BF incidence curve due to the fact that BF total incom e is larger 
than BPC total incom e according to the 2004 PNAD. W hile BF represents 0.52%  of the total 
incom e of the households, the BPC represents 0.3%  of the total incom e; therefore, the 
incidence curve of the joint com ponent – w hich is a w eighted average of the tw o individual 
incidence curves – w ould resem ble the Bolsa Família one m ore.  

W hat is striking in Figure 6 is the fact that the BPC and the Bolsa Família incidence curves 
cross just above the extrem e poverty live (14th percentile) at the 17th percentile. The population 
below  the extrem e poverty line receives a slight higher proportion of the BPC total 
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expenditure in com parison to the share of the “Bolsa Família”; nevertheless, the height of the 
curves in the part that goes from  the first to the 17th percentile reveals that the BPC is still m ore 
concentrated in the percentiles of the extrem ely poor than the other cash transfer program m es. 
The 1%  poorest of the distribution get m ore than 20%  of the total of the BPC quantity, but 
receive less than 5%  from  the other program m es. As a consequence of this high concentration 
in the extrem ely poor, w hen one considers the population betw een the extrem e poverty line 
and the poverty line, the opposite occurs. In the area betw een the 14th and 33rd percentiles, 
there is a higher concentration of the “Bolsa Família” and less of the BPC. The population until 
the poverty threshold, located at the 33rd percentile, receives 74%  of the total of the BPC 
incom e and 80%  of the total of the incom e from  the Bolsa Família. The incom e from  the  
BPC presents a concentration coefficient of -56.89 and the Bolsa Família, -59.13. Therefore,  
in accordance w ith the concentration indices, w e can conclude that the Bolsa Família 
program m es are slightly better targeted than the BPC, according the joint incidence analysis. 

FIGURE 6 

Incidence Analysis BPC + Bolsa Fam ília 
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Source: 2004 PNAD M icrodata (IBG E). 

 

A s m entioned before, it is possible that the BPC beneficiaries confound it w ith pensions 
and retirem ent funds that are linked to the m inim um  w age. In this sense, a part of the BPC 
incom e “m issing” in the PNAD could be partially (and w rongly) reported in the public pensions 
and retirem ent funds linked to the m inim um  w age. In order to test the possible im pact of this 
confounding, w e estim ated the concentration curves and the concentration indices again, 
excluding the retirem ent funds and official (governm ent) pensions that w ere equal to or less 
than one m inim um  w age from  the calculation of the per capita incom e, besides the incom e 
from  BPC and from  Bolsa Família. 

Inspecting Figure 7, w e observe tw o basic differences in relation to Figure 4. First, the 
w eight of the pensions and retirem ent funds linked to the m inim um  w age, w hich corresponds 
to 4.6%  of the total incom e, dom inates the incidence curve of the joint com ponent 
(BPC+BF+<=1M W ); the tw o curves alm ost overlap.  
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The individual incidence curves show  tw o basic differences in relation to Figure 6. First, 
the incom e from  pensions and official retirem ent funds linked to the m inim um  w age overlap 
w ith the concentration curve of the BPC up to the 5th percentile and rem ain above the 
concentration curve of the Bolsa Família until the 18th percentile. Second, the BPC concentration 
curve rem ains above the Bolsa Família curve until the 28th percentile, and at the higher 
percentiles, the tw o curves are not as separate as in Figure 6. This difference m akes the total 
area betw een the concentration curve and the 45 degree line a little larger for the incom e  
from  the BPC than for the incom e from  the Bolsa Família. Therefore, the BPC concentration 
index, w hen one excludes the incom es from  pensions and retirem ent funds that are pegged to 
one m inim um  w age in the calculation of household per capita incom e, is less than (-56.60) the 
concentration index of the Bolsa Família (-53.88), w hich indicates that if w e also exclude the 
incom es from  pensions and retirem ent funds that are connected w ith the social security floor 
(one m inim um  w age), the BPC becom es a little better targeted than the Bolsa Família (See last 
tw o colum ns in Table 5).  

FIGURE 7 

Incidence Analysis BPC + Bolsa Fam ília+ Pensions <=1 M inim um  W age 
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Source: 2004 PNAD M icrodata (IBG E). 

 

TABLE 5 

Concentration (incidence) indexes for several sources of incom e  

  Concentration (incidence)  Index 
 Total per Excluding (ex-ante analysis): 

  
capita income  
(ex-post analysis) BF BPC <=1sm BF+BPC BF+BPC+<1SM BPC+<1SM 

Pension <=1sm 11.7 12.0 11.8 -40.9 11.8 -41.8 -41.3 
BPC -6.0 -5.9 -56.1 -4.9 -56.9 -56.6 -56.3 
Bolsa Família -52.1 -59.4 -52.0 -47.5 -59.1 -53.9 -47.2 
BPC+BF     -58.2   
BPC+BF+<1SM      -43.6  
BPC+<1SM       -42.1 

Source: 2004 PNAD M icrodata (IBG E). 
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The capacity of the BPC to reach the poorest is surprising if w e take the concept of fam ily 
that the law  prescribes for the calculation of per capita fam ily incom e13 into consideration.  
The fam ily is defined based on the concept of social security, w hich includes the follow ing 
relatives: spouse, parents, children up to the age of 21, the perm anently disabled, including 
the m inor children of the disabled fam ily m em ber; and the siblings w ho are under 21 years  
of age or w ho are perm anently disabled. By these criteria, some m em bers of the fam ily w ho  
are 21 or older do not enter into the com putation of the fam ily incom e per capita, not even  
as providers of incom e in the num erator, nor in the denom inator for the calculation of the  
per capita fam ily incom e. 

Consequently, even though the fam ily incom e per capita for BPC eligibility is one quarter 
of a m inim um  w age, w hich corresponded to R$ 75 in 2004 is low er than the incom e w hich w as 
necessary for the Bolsa Escola in 2004 (R$ 100); its calculation — due to a different concept of 
fam ily — does not perm it com parability betw een the tw o values. As a result, a fam ily that, 
according to the legal criterion, has a fam ily per capita incom e of R$ 65, could, in reality, 
according to the PNAD data and our ranking of the sam e data, have a per capita incom e that is 
w ell above R$ 65. In this w ay, the com m on criticism  that the BPC w ould be less targeted than 
the Bolsa Família m isses this institutional aspect and has strong im plication for any incidence 
analysis. The criticism  should not be directed at the m anagem ent of the program m e that could 
not “evaluate w ell w ho is poor”, but at the legal criteria for the program m e that now  perm it 
people w ith a relatively secure financial situation to request these benefits, and w ith their rights. 
It is our opinion that the concepts of fam ily should be hom ogenized according to the Bolsa 
Família criteria in order to close this legal gap. 

W e w ould like to highlight the fact that the use of the extrem e poverty and poverty lines 
and the criteria for the Bolsa Família selection in the incidence analysis that w e did above does 
not intend to scrutinize the fam ilies to judge w ho deserves the benefit or not. It is im portant  
to observe that the incom e criterion can not be used in a blind w ay to include or exclude 
fam ilies from  the program m e or to evaluate the program m e. If a program m e, Bolsa Família for 
exam ple, preview s structuring and/or conditioning actions that intend to im prove the hum an 
capital of the fam ily in a w ay that it can break the intergenerational transm ission of poverty 
and m ake the fam ous “exit doors” viable; then, a positive incom e shock, w hen a m em ber of the 
household is able to increase their incom e through w ork and, w hich can be of short duration 
given the high turnover rate observed in the Brazilian labor m arket, should not be a m otive for 
the autom atic exclusion of a fam ily. The exclusion of the fam ily, w hen a sm all transient increase 
in incom e occurs could, in fact, lead to dependency, a phenom enon that frightens so m any 
cash transfer program m es com m entators. The beneficiary fam ilies should have the security 
that they can count on the transfers w hile they are still vulnerable, and be effectively 
supported to finally overcom e the determ inants of such vulnerability. For this reason, w e 
believe that the above data indicate that the program m es are w ell targeted, and that the 
challenge is in increasing their coverage am ong eligible fam ilies. 

Finally, for us to have a general overview  of the contribution of the cash transfer 
program m es to the fall in inequality that w as verified during the 1995-2004 period (Soares, 
2006; H offm ann, 2005; Ferreira, 2006), w e present a graph w ith the total household per capita 
incom e (calculated using all of the sources of incom e from  the first concept that w as established 
in the last section). Figure 6 show s that w hile the Bolsa Família concentration curve rem ains 
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above the 45 degree line, the BPC, and especially, the curve for pensions and retirem ent funds 
that are indexed w ith the m inim um  w age are situated, for a large part of the distribution, 
below  the 45 degree line. This occurs because of the great difference betw een the benefits 
values, w hile the BPC and the pensions and retirem ent funds that have the social security floor 
have a value that is equal to one m inim um  w age, the other cash transfers have a value that 
(theoretically) could not be superior to 37%  of the value of the m inim um  w age  (R$ 95 w ould 
be the m axim um  value of the Bolsa Família, w ithout considering possible com plem ents on the 
part of state and/or m unicipal governm ents). 

The interpretation of this difference in the concentration of the BPC and of the retirem ent 
funds and pensions that are linked to the m inim um  w age w hen one considers the incom es 
from  this source in the household incom e is unequivocal: w hile the BPC and the m inim um  
w age retirem ent funds and pensions are capable of excluding a large part of the benefited 
destitute and poor fam ilies, the Bolsa Família im proves the situation of these fam ilies, w ithout 
necessarily pushing them  over the poverty line, w hich leads one to believe that the im pact of 
the other cash transfer program m es (Bolsa Família) is greater on the intensity of the poverty 
than on the proportion of the poor. 

O bserve that in Figure 8 the extrem e poverty line is now  situated at the 13th percentile 
and the poverty line at the 31st percentile. If w e com pare the points w here these lines cut the 
population distribution in Figure 6, w e can conclude that the cash transfer program m es (BPC 
and Bolsa Família) are responsible for a reduction of 2 percentage points in the proportion of 
extrem e poor and of poor. If one includes Figure 7 in the com parison, w e can include that the 
retirem ent funds and pensions that are connected to the m inim um  w age, in turn, are 
responsible for a reduction of 5 percentage points in the proportion of poor as w ell as in the 
proportion of extrem e poor. Sum m arizing, the retirem ent funds and pensions that are 
connected to the social security floor, the BPC and the other cash transfer program m es, are 
directly responsible for a reduction of 7 percentage points in extrem e poverty and  poverty. 
W ithout those program m es the headcount ratio w ould be 19%  for extrem e poverty and 38%  
percent for poverty, instead of the current 12%  and 31% .14 

FIGURE 8 

Concentration Curves for All Incom e Sources 

 Source: 2004 PNAD M icrodata (IBG E). 
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Returning to the concentration of the different com ponents, it is interesting to observe 
that the m ost concentrated com ponent is the one that refers to the incom e from  rents w ith a 
concentration index of 77.80, follow ed by the pensions and retirem ent funds that are above 
the social security floor, w ith a concentration index of 75.78, and by the residual incom e 
com ponent that w e associate w ith interest, w ith a concentration index of 68.75. O bserve, 
how ever, that the concentration curves of these three com ponents cross — thus, the necessity 
to evaluate the concentration indices — being that the interest is especially im portant for the 
superior percentiles of the accum ulated population, particularly in the 6%  richest, even though 
they are the least regressive of the three m ost concentrated com ponents. 

The per capita incom e presents a concentration index (G ini coefficient) that is very sim ilar 
to the concentration index for incom e that com es from  labor, 57.20 and 56.40, respectively. 
W hile the incom e from  inter-household transfers (donations) presents a concentration index of 
47.42, and other pensions and retirem ent funds present a concentration index that is superior 
to the per capita household incom e: 58.04. In the next sub-section, w e w ill decom pose the 
variation of the G ini index betw een 1995 and 2004 to gauge the contribution of each of the 
incom e com ponents — the variation of the participation of each com ponent in the total 
incom e and the variation in the concentration index — to explain the fall in inequality 
betw een 1995 and 2004.  

In order to have an idea of the correlation betw een the different incom e sources as w ell  
as to check the consistency of our m ethodology for the disaggregation of the “other incom es” 
com ponent, Table 6 show s the correlations betw een all sources of incom e and their p-value  
(in italics). P-values equal to or below  0.050 indicate that the correlation is statistically 
significant at a 5%  significance level. The m ost interesting results are: 

1. A  negative and statistically significant correlation betw een labor incom e and the 
incom es from  Bolsa Família, from  pensions below  or equal to the m inim um  w age 
and form  BPC. The strongest negative correlation is w ith Bolsa Família, w hich 
m eans that Bolsa Família is particularly im portant in households w ith a low er 
proportion of the incom e com ing from  labor; 

2. A  negative and statistically significant correlation betw een Bolsa Família incom e 
and incom e from  pensions below  or equal to the m inim um  w age; w hich indicates 
that the incom e of Bolsa Família is going to fam ilies that cannot rely on the 
pension of an older m em ber of the household. Younger fam ilies also have access 
to som e social protection w ith Bolsa Família. 

3. A  positive and statistically significant correlation betw een BPC and incom e from  
pensions below  or equal to the m inim um  w age;  

4. A  positive, but statistically insignificant correlation betw een BPC and Bolsa 
Família,15 and 

5. The w orrying positive correlation betw een interests and BPC – w hich could m ean 
that our disaggregation m ethodology w as not so accurate – is low  and is not 
statistically significant.  
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TABLE 6 

Pairw ise Correlation Betw een all incom e sources 

 Labor Pension 
< =1mw 

Pension  
>1mw 

Other  
pensions Rents 

Private 
transfers  

(donations) 
BPC Bolsa  

Família Interests 

          
Labor 1.000         
          
Pension<=1mw -0.102 1.000        
 0.000         
Pension >1mw 0.042 -0.038 1.000       
 0.000 0.000        
Other pensions 0.012 -0.015 0.044 1.000      
 0.000 0.000 0.000       
Rents 0.096 0.004 0.070 0.013 1.000     
 0.000 0.155 0.000 0.000      
Private 
transfers 
(donations) -0.007 0.006 0.005 0.012 0.004 1.000    
 0.015 0.060 0.093 0.000 0.154     
BPC -0.038 0.013 -0.015 -0.006 -0.005 -0.002 1.000   
 0.000 0.000 0.000 0.053 0.115 0.494    
Bolsa Família -0.128 -0.049 -0.065 -0.019 -0.023 -0.016 0.002 1.000  
 0.000 0.000 0.000 0.000 0.000 0.000 0.515   
Interests 0.065 -0.007 0.051 0.089 0.085 0.001 0.001 -0.009 1.000 
 0.000 0.017 0.000 0.000 0.000 0.774 0.707 0.004  
Total per capita 
income 0.890 -0.044 0.433 0.149 0.244 0.056 

-
0.025 -0.137 0.203 

 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

3.2  RO BUSTNESS ANALYSIS O F TH E DISAGGREGATIO N O F TH E  
“O TH ER INCO M ES” CO M PO NENT 

In order to analyze the robustness of the disaggregation of the “other incom es” com ponent, 
w e w ill use the distribution of this com ponent in 1995 (at 2004 values) as our reference 
param eter.16 Let us assum e that the average real incom es from  “interest” (the original 2004 
other incom es) appropriated by each percentile of the population did not suffer any 
alterations betw een 1995 and 2004, and as such, extract the incom e com ponent that refers to 
the “cash transfer program m es” as the difference in real values betw een the 1995 and 2004 
distribution of “other incomes”. It is w orth noting that w e w ill not w ork w ith the BPC and “other 
cash transfer program m es” separately since the residual w ill consist of the joint incom e from  
these tw o com ponents. In the case that the difference betw een the tw o com ponents is 
negative, w e w ill assum e an incom e of “cash transfer program m es” to be equal to zero, being 
that it is possible for this to happen in the last percentiles of the distribution. 

Ppp OIOIBFdifBPC 199520042004)1995( −=+       (1) 

W here O I are other incom es at 2004 values and p is the percentile of the distribution. 

Figure 917 show s that the concentration curve from  other cash transfers calculated using 
m ethodology that w e propose (BPC+BF 2004) is slightly m ore distributive than the 
concentration curve that results from  the sim ulation (BPC+BF dif 1995), assum ing that the 
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average incom e from  interest appropriated by each percentile has rem ained constant in real 
term s. The concentration index for our m ethodology is -36.18 and for the m ethodology w ith 
the sim ulation is -31.42. In the case of the sim ulation of interest, one can observe a significant 
reduction in the degree of concentration for 2004 using our m ethodology. But it is im portant 
to highlight that a large part of this w as due to a significant reduction in the num ber of people 
in the highest percentiles of the distribution w ho reported incom e from  “other incom es”. 
Am ong the 5%  richest, the proportion of people in households w ho did not report receiving 
any other incom e from  “other incom es” w as 7%  greater in 2004. Am ong the 10%  richest, this 
possible fall in the declaration of incom e from  interest (assum ing that am ong the 10%  richest, 
the num ber of BPC and other program m e beneficiaries is very sm all) w as 6% . This fact could 
indicate that the richest people declared less incom e from  interest in 2004, w hich w ould 
explain the difference betw een the interest concentration curves based on our m ethodology, 
and the concentration curve based on the sim ulation that the average of real interest per 
percentile has rem ained constant.  

FIGURE 9 

Concentration curves for the BPC +  Bolsa Fam ília and Interests (residual) 

 Source: 2004 PNAD M icrodata (IBG E). 

 

A t any rate, the result of the com parison betw een the concentration curves for the cash 
transfer program m es using both our m ethodology and the sim ulation reveals very sim ilar 
results, indicating, as such, that w e are probably not com m itting any great error in our 
disaggregation of the “other incom es”. 
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3.3  DECO M PO SITIO N O F TH E EFFECTS O N INEQ UALITY  

The recent reduction in inequality in Brazil is already a know n fact. Soares (2006) show s that 
the 2004 G ini Index (0.568) is the low est since the National H ousehold Survey started in the 
m id-1970’s.18 Despite the trem endous w eight of the labor incom e w hich com prises 73%  of the 
total incom e, an im portant part of the reduction in inequality can be attributed to the “other 
incom es” com ponent, w hich doubled its participation in the total incom e, w hich w as (and 
continues to be) quite reduced, and w hose degree of concentration fell sharply. Soares (2006) 
attributed 25%  of the fall in inequality to changes in the “other incom es” com ponents. In this 
section, w e w ill try to deepen the investigation done by Soares by taking advantage of the 
m ethodology that allow ed us to disaggregate this com ponent. W e w ill separate the effects  
of the BPC from  the “other cash transfer program m es” (Bolsa Família) and from  interests in the 
reduction of inequality.  

But before this, it is im portant to observe that the corrections that w e m ake in the incom e 
variables affect the com parability of the data that w e are going to present in the next section 
w ith the data from  the studies that have already been done on the reduction of inequality.  
For exam ple, w hile w orking w ith a sam ple w ithout the adjustm ents described in Section II, but 
excluding the Rural North to m aintain com parability w ith 1995, the G ini index fell from  0.599 
to 0.568, the latter of w hich w as reported in 2004 by the other studies; w ith a sam ple that w as 
adjusted to deal w ith the cash transfer program m e data in a separate w ay, the fall w as slightly 
less, 0.571. Yet, for the disaggregation of “other incom es”, w e believe it to be advisable that 
one w ork w ith the sam ple that excludes inform ation from  the households that, even though 
they declare receiving som e incom e from  cash transfer program m es, present m issing data of 
the type “not applicable” in the variable “other incom es”. 

Kakw ani (1980, p.179) show s that using Pyatt’s approach the G ini Coefficient could easily 
be decom posed into tw o parts: the concentration coefficient of each incom e com ponent in 
relation to the total incom e and the w eight of each incom e in the total incom e, according to 
w hat w as described in Section III. In this w ay, w e can w rite the follow ing decom position: 

k k
k

G c µ=�  (2) 

W here G is the G ini index, ck represents the Concentration Coefficient of type k incom e  
in relation to the total rent and µk is the percentage of incom e k in the total incom e. 

Table 7 show s the participation of each com ponent in the total incom e and the 
concentration com ponent of each one of them  for the years 1995 and 2004. Am ong the 
changes that call the m ost attention are the reduction of the participation of labor incom e,  
the large increase in the participation of the incom e from  retirem ent funds and pensions, 
particularly from  those that are above the social security floor (1 m inim um  w age), and the 
increase in the participation of “other incom es”, w hose increm ent w as basically due to the 
cash transfer program m es. In relation to the concentration indices, the reduction of the indices 
of concentration of labor incom e, the strongly distributive character of the incom e from  cash 
transfer program m es w ith negative concentration indices, and the increase in the 
concentration coefficient from  retirem ent fund incom e call attention. 
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TABLE 7 

Average Incom e as a Proportion of Total Incom e and Concentration Index 

 Share in the Total Income Concentration Index 
 1995 2004 1995 2004 
Total income 100% 100% 59.9 57.1 
Labor income 82.0% 72.6% 59.4 56.3 
Pensions <= 1 minimum wage 2.3% 4.6% 1.9 11.1 
Pensions > 1 minimum wage 11.0% 16.5% 69.9 75.5 
Other pensions 0.9% 1.6% 64.9 57.8 
Private transfers (donations) 0.6% 1.1% 39.8 47.6 
Rents 2.2% 1.9% 81.2 77.7 
Interests 0.9% 0.9% 78.9 68.6 
BPC 0.0% 0.3% 0.0 -6.3 
Bolsa Família 0.0% 0.5% 0.0 -52.7 

Source: 2004 PNAD M icrodata (IBG E). 

 

It is possible to decom pose the change in the G ini coefficient according to the w eight  
in the total incom e and the concentration coefficient of each incom e. W e begin w ith the 
product form ula: 

k
k

kk
k

k ccG ∆+∆=∆ �� µµ         (3) 

The first term  in the sum  is the com position effect of incom es and the second term  is the 
sum  of concentration Coefficients. It is still possible to individualize the contribution of each 
incom e k according to the form ula: 

� � ∆−∆+∆ kkkkk Gcc µµµ )(  (4) 

The first term  represents how  m uch the total G ini changes in function of a variation in the 
concentration of an incom e, or the effect of the concentration, and the second, how  m uch it 
changes in function of the increase or decrease of the w eight of an incom e in the total incom e, 
or the com position effect of the incom e. It is w orth noting that the change in the w eight of the 
incom e is m ultiplied by the difference betw een the concentration coefficient and the total G ini 
and not only by the concentration coefficient. 

Table 8 show s that the greatest part of the fall in the G ini coefficient19 occurs due to the 
concentration effect. The concentration effect of the labor incom e contributed w ith 2.39 
points of the fall in the G ini index from  1995 to 2004 (85%  of the total fall); the incom e effect 
of the retirem ent funds and indexed pensions contributed w ith 1.19 (32%  of the total fall).  
Note that the expansion of this incom e as a share of the total incom e w as the m ajor factor 
driving inequality dow n. Its concentration effect, on the other hand, acted to increase inequality. 
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TABLE 8 

D ecom position of the variation in the absolute value of the G ini Coefficient: 1995-2004 

 Concentration Effect Income Effect Total Effect Participation 

Gini (total income) -1.64 -1.103 -2.743 100% 

Labor income -2.393 0.057 -2.336 85% 

Pensions <= 1 MW 0.317 -1.195 -0.878 32% 

Pensions > 1 MW 0.771 0.774 1.545 -56% 

Other pensions -0.089 0.02 -0.069 3% 

Private transfers (donations) 0.065 -0.078 -0.013 0% 

Rents -0.074 -0.073 -0.147 5% 

Interests -0.092 0.002 -0.09 3% 

BPC   -0.184 7% 

Bolsa Família   -0.571 21% 

Source: 2004 PNAD M icrodata (IBG E). 

 

In order to have an exact decom position of the changes betw een the tw o years, it is 
necessary to use the average of the concentration index and of the share in total incom e. 
Therefore, it is possible to calculate the decom position for the Bolsa Família and the BPC 
com ponents; how ever, w e believe this is a bit tricky since both program m es did not exist in 
1995. For this reason, w e only report the total effect for these tw o com ponents. According to 
this approach, Bolsa Família w as responsible for a reduction of 0.571 (21%  of the total effect) 
and the BPC w as responsible for a reduction of 0.184 (7%  of the total effect).20 

Note that the only incom e com ponent in w hich both the concentration and incom e 
effects counteract the fall in inequality w as that of the pension and retirem ent funds above 
one m inim um  w age.21 The BPC, as described in Section III, did not contribute as m uch as the 
Bolsa Família to the reduction in inequality even though it had the capacity to — and the Bolsa 
Família did not — raise the fam ilies of the beneficiaries above the extrem e poverty and/or 
poverty lines. 

4  CO NCLU SIO N  

The Brazilian program m es for the direct transfer of cash to the low  incom e population are 
im portant because, w ithout them , it w ould hardly be possible to eradicate poverty or reduce 
inequality to tolerable levels w ithin a reasonable tim e fram e. Even w ithout a long history and 
w ithout reaching all of the eligible population, they have the virtue of alleviating the poverty 
of m illions of Brazilians. Even though these program m es surely do not constitute the only and 
perm anent solution for the country’s social problem s, there is no doubt that they should be 
part of any proposal that w ould prom ote a m ore just society.22 

The analysis of the distributive effects of these program m es contributes to the correction 
of the existing deficiencies and to the planning of their future expansion. Beyond this, it  
is an essential com ponent of any cost estim ate that intends to subsidize the planning and 
budgeting of strategies for reducing poverty and inequality. Nonetheless, until recently, the 
inform ation available for this type of analysis w as scarce. 
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The lack of inform ation w as partially reverted w ith the publication of the 2004 PNAD. This 
survey raised data that perm it one to analyze the im pact of the Brazilian direct cash transfer 
program m es on the levels and the distribution of incom es in Brazil. Beyond the traditional 
questionnaire about labor incom es, retirem ent funds, pensions, rents, capital gains, and other 
sources of incom es, the 2004 PNAD also collected inform ation about the receipt of transfers 
from  the principal Brazilian program m es, particularly the Continuous Cash Benefit (BPC), the 
Bolsa Escola and the Bolsa Família allow ances, Cooking G as Stipend, and the Food Card from  
the H unger Zero Program m e, am ong other sm aller program m es. 

H ow ever, due to the w ay in w hich the data w ere collected, the analysis of each program m e 
w as a com plex task. The study of the transfer program m es w as done using a supplem entary 
questionnaire w hich w as revealed to be partially inadequate for the proposed objective. The 
questions asked about the existence of program m e beneficiaries in the household, but did not 
identify the beneficiary. M oreover, the registration of the received transfers w as, paradoxically, 
put into the sam e variable in w hich one registers the incom es from  financial investm ents and 
does not distinguish from  w hich program m e the transfer cam e originally. 

As a result, even though the sim ple identification of a household in w hich there is the 
receipt, for exam ple, of the BPC and the Bolsa Família, it is not possible to say directly w ho the 
beneficiaries of this program m e are or how  m uch of the transfer is due to each program m e.  
It is also not possible to determ ine if the am ount received cam e from  the m ore progressive 
State transfers, the hunger fighting program m es, or from  the m ore regressive am ong the 
program m es, the financial m arket incom e.  

To get around these obstacles, w e developed a m ethodology of im putations that perm its 
the identification, w ith reasonable quality, of som e of the program m es from  w hich the transfer 
originated. Basically, our m ethodology distinguishes the incom es that cam e from  the BPC from  
the other cash transfer program m es. The analyses based on the 2004 PNAD have, for the m ost 
part, the goal of perm itting inferences about the current program m es. As a great process of 
program m e unification occurred around the Bolsa Família program m e, w ith the exception  
of the BPC program m e and other sm aller, less influential program m es, our m ethodology is 
particularly adequate for this type of inference. 

A  good part of the studies about the them e that have been undertaken up to the present 
m om ent do not distinguish interest from  social transfers, nor do they identify the program m e 
from  w hich the transfers originated. In the present study, w e m ake the distinction and analyze 
the contribution of the principal program m es for the reduction of inequality and poverty in 
Brazil. This distinction is particularly useful for the understanding of w hat is behind the system atic 
fall in the inequality in the personal incom e distributions observed betw een 2001 and 2004. 

Even though the 2004 PNAD data are clearly inadequate for the estim ation of absolute 
values, the distribution of the beneficiaries and their characteristics are clearly reproduced, in 
relative term s. In this regard, for exam ple, for the regional distribution of the beneficiaries or 
even the distinction am ong the disabled people and the elderly in the BPC, the PNAD presents 
few  divergences in relation to the adm inistrative records. 

Yet, even though the PNAD could be taken as a good reference for com parisons of 
relative values, it is prudent to rem em ber the vulnerability of the conclusions based on these 
data. The truth is that, w hen the PNAD data collection, as w ell as the collection and com pilation  
of the inform ation in the adm inistrative records are not im proved, the precision of the 
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affirm ations about the effects of transferences w ill be com prom ised. H ow ever, given the 
underestim ation of the beneficiaries, it w ould not be absurd to speculate that if w e had access 
to better inform ation, m aybe the picture that em erges from  the study of the im pacts of these 
program m es on poverty and inequality w ould be even m ore positive. 

In spite of these lim itations, the evidence indicates that all of the cash transfer 
program m es are w ell targeted. The poorest fam ilies receive the m ost of the transferred 
resources from  these program m es and the num ber of beneficiaries from  am ong the highest 
incom e population is particularly irrelevant. M oreover, the transfers reduce the incidence and 
the intensity of poverty, as w ell as of inequality. There still are, how ever, holes in the coverage 
that need to be fixed. 

This picture is exactly the opposite of that w hich one observes w ith respect to the incom es 
from  rents, interest, pensions and retirem ent funds that are above the social security floor of 
one m inim um  w age. Even if w e disregard our probable underestim ation of the quantities 
w hich cam e from  these sources of incom e am ong the richest part of the population in the 
country, it is possible to say that these incom es reproduce or increase the inequalities. This is 
an especially im portant point since the incom es from  interest largely consist of rem unerations 
from  public bonds and, therefore, are one type of transfer from  the State to the richest part of 
the population. 

The differences in the characteristics of incom e of the different beneficiaries exist, but  
are sm all. Am ong the program m es, the BPC is the m ost im portant for a larger portion of the 
extrem e poor than the other cash transfer program m es. Yet, for the poor above the extrem e 
poverty line, the contrary occurs. Strictly speaking, it is not possible to unequivocally say w hich 
program m e is best targeted since their concentration curves cross. Even w hen concentration 
indices that take the distribution of the transfers in all of the population into consideration are 
considered, the results vary according to the m ethodology used to isolate the incom es from  
the program m es, and also according to the choice of indices used.  

As expected, all of the cash transfers prom ote poverty reduction. Due to the larger unit 
values (1 m inim um  w age) transferred, the BPC, the pensions and the retirem ent funds at the 
one m inim um  w age floor are capable of rem oving fam ilies from  extrem e poverty and from  
poverty; the rest of the cash transfer program m es im prove the situation of the fam ilies 
w ithout, nonetheless, being sufficient for the rem oval of all of them  from  poverty. In other 
w ords, w hile the BPC and retirem ent funds and pension floors have a clear im pact on the 
incidence and the intensity of poverty, the rest of the transfers have a strong effect only on 
the intensity of poverty, som ething that is im portant, but that contributes little to alter the 
proportion of poor in the population. 

The cash transfer program m es have a relevant role in explaining the fall in inequality 
observed betw een 1995 and 2004. The inequality varied as m uch in function of the alterations 
in the role that each source of incom e possesses in the com position of the total fam ily incom e 
as a result of the changes in the concentration of each source of incom e. M ost of the fall 
observed in the inequality is the result of the reduction in the concentration of som e  
sources of incom e. 

Regarding the effects of the com position, the fall in the participation of the labor  
incom e in the total incom e, a strong increase of the part that corresponds to the incom e  
from  retirem ent funds and pensions above the social security floor, and the increase of the 
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participation of the incom es of the cash transfer program m es in the fam ily incom es call 
attention. Regarding the concentration effects, w e call attention to the fact that the w orst 
distribution of the incom es is from  retirem ent funds and pensions above the floor — the only 
factor that contributes to the fact that the inequality does not fall m ore; the reduction in the 
concentration of the labor incom es — w hich is associated w ith average gains am ong the 
poorest part of the population and losses am ong the richest — and the strongly progressive 
character of the cash transfer program m es. 

In synthesis, the application of a m ethodology that perm its one to im pute the value of  
the cash transfers in the incom es of fam ilies leads to results that indicate that all of the cash 
transfer program m es are w ell targeted, all are capable of alleviating poverty, being that the 
BPC and the social security floor pensions are m ore capable of taking fam ilies out of poverty, 
and all contribute in a relevant fashion to the fall in inequality that occurred from  2001 to 2004. 
Evidently, these program m es still require im provem ents, but it is w orth noting that, com pared 
to international references, the Brazilian program m es have a very good perform ance. 
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NO TES 

 

1. O bviously w e are aw are that Interest paym ents are not sim ple transfers, they are conditioned by the general 
m acroeconom ic policy and options m ade by the m onetary authority. Nonetheless, given the high interest rates observed 
in Brazil for such a long period of tim e, w e do think that a good am ount of those paym ents m ade by the governm ent can 
be considered as transfers to the richest part of society. 

2. See the discussion on page 19 and note 13 below  about the definition of “fam ily” for the BPC eligibility criteria in the paper. 

3 In som e cases, the value of the transfer can be above R$ 95 if there is som e extra cash m ade available by state or 
m unicipal governm ents. M oreover, if before the unification of the program m es the fam ily received m ore than R$ 95, it 
w ould continue to get the form er am ount.  

4. According to the IBG E, this last question aim ed at m axim izing the chances of identifying the beneficiaries of the BPC. 
But if this w as the objective, it w ould have been better addressed w ith a single question about the BPC w ithout 
m entioning “besides an elderly or disabled person w ho benefited from  the program m e”. It goes against the tradition of 
the IBG E to use questions that im ply, initially, a “confession” or “accusation” of irregularity on the part of the respondent. 
M oreover, the concept of “elderly” used in the first question can be interpreted in a very subjective w ay by the 
respondent; it is not clear that “elderly” is a person w ho is 65 years of age or older. The answ er, in this case, w ill depend 
on the instruction given by the enum erator if the respondent asks him  for clarification of the “concept” of elderly. It is 
interesting to observe that in the case of the School Stipend, the Food Stipend, and PETI, w here the beneficiaries are also 
individual m em bers of the household (as in the BPC) and not the fam ily, a sim ilar question w as not used, and there is no 
plausible explanation for such a difference regarding the treatm ent received by these program m es in the questionnaire.  

5. O bserve that w e use the term  “analysis” and not “evaluation” because the PNAD does not intend to be used to “evaluate” 
the social program m es. W e understand that the evaluation of the program m es im plies in the utilization of specific surveys 
and m ethodologies that are beyond the m ission that a national representative household study should have. 

6. It is im portant to rem em ber that the m agnetic cards for the respective program m es w ere not changed w hen the 
fam ilies began to m igrate from  the other program m es to Fam ily Stipend. 

7. The data from  the Food Card are from  Decem ber 2004 and those from  the Food Stipend are from  Septem ber 2004 
(PNAD reference m onth). Regarding the over-estim ation, see note 7 as w ell.  

8. The PETI w as excluded from  this analysis because the data w as not available by fam ily, but by beneficiary. Besides this, 
the data are collected by the M ayors’ offices and passed on to the M inistry of Social Developm ent through a process that 
is different from  that of the other program m es in Table 1. The BPC w ill be analyzed separately. It is not possible to identify 
the other cash transfer program m es (state and m unicipal program m es) from  the M inistry of Social Developm ent 
adm inistrative recordsprogram m e. 

9. Note that the Adm inistrative Records (AR) refer to the beneficiaries w hile the PNAD data refer to the households. In this 
case, the discrepancy betw een the tw o data tend to be larger than the error in Table 2 since the cash transfer program m e 
adm inistrative records in that table refer to the num ber of fam ilies that are beneficiaries, even w hen the program m e is 
not based on the fam ily, but on the individual as in the School Stipend program m e. 

10. H ere w e understand retirem ent funds and pensions as those that are paid by federal, state or m unicipal Social 
Security Institutions (INSS). Com plem entary pensions, com plem entation or supplem entation of retirem ent funds paid by 
insurance agencies or private pension funds, or alim ony are grouped into the category “other pensions”. 

11. A rticle 34, O nly Paragraph of the Law  10,741 from  01/10/2003. 

12. The procedure used to generate these new  incom es is available for those w ho are interested. Requests can be sent to 
fabio.veras@ undp-povertycentre.org . 

13. The concept of fam ily, for the effects of the calculation of the per capita m onthly fam ily incom e, w as originally 
defined in LO AS (O rganic Law  for Social Assistance), A rticle 20, 1st paragraph, as being “the m ononuclear unit, living 
under the sam e roof, w hose econom y is m aintained by the contribution of its m em bers”. The Provisional M easure no. 
1,473-34, published on 08-11-97, converted into Law  no. 9,720, on 11-03-98, altered this concept of fam ily to be 
considered as “the group of people identified in art. 16 of Law  no. 8,213/91, as long as they live under the sam e roof”, 
w hich are understood to be: the petitioner; the spouse or significant other; the parents; the siblings under 21 years of 
age, or the perm anently disabled and their peers, including the step-children and m inor children w ho are students; and 
the siblings under 21 years of age, or the perm anently disabled (M DS, 2006). 

14. Rem em ber that both BF (0.52% ) and BPC (0.3% ) are sm all shares of total incom e. Thus, their overall im pact on poverty 
headcount have got to be sm all based on their w eight. Despite being very w ell targeted, their effect on poverty and 
inequality differ due to their overall num ber of beneficiaries. The 0.52%  of the BF is distributed across 14.5%  of the 
households w here as the 0.3%  of BPC is distributed across 1.5%  of the households. For this reason the beneficiaries of 
BPC – w hich are not as m any as the beneficiaries of the BPC – are able to overcom e the extrem e poverty line as one can 
see from  the difference in the BPC incom e incidence (concentration) curve ex-ante (Figure 2) and ex-post (Figure 8) of the 
BPC transfer. The m uch larger im pact of the pensions linked to the m inim um  w age is due to its larger share on total 
incom e: 4.6% . 

15. Bolsa Família is negatively correlated w ith all other sources of incom e, except the BPC. 

16. This year w as chosen because it w as the year im m ediately before the im plem entation of the BPC, and as a result, the 
com ponent “other incom es” can be considered as basically m ade up of interest and dividends.  



 
 
17. Note that to m ake the data from  2004 com patible w ith the data from  1995, it w as necessary to discard the 
inform ation that referred to the Rural North (w ith the exception of the state of Tocantins) since only after 2004 did this 
region begin to be included in the PNAD sam ple.  

18. Recent studies on Brazil inequality (Soares(2006) and H offm an(2005)) have concentrated on the fall in inequality 
betw een 2001-2004 as the latter year indicate the start of the continuous fall in inequality. Nevertheless, in order to 
separate out the effect of “other incom e” in its three m ajor com ponents: interests, Bolsa Família (other cash transfer 
program m es) and BPC, w e do think that the baseline has got to be 1995 w hen neither BPC nor Bolsa Família (even 
considering state and m unicipal led cash transfer program m es) w ere been im plem ented. This is even m ore necessary 
w hen one reckons that the data collection instrum ents (the questionnaire and the enum erator standard procedures) 
have changed in 2004 in order to better collect the inform ation on “other incom e” related to the cash transfer 
program m es. Therefore, any com parison betw een 2001 and 2004 aim ing to separate out those three com ponents are 
bound to be overestim ating the im pact of those program m e betw een those years on poverty and inequality w ithin 
that period.  

19. Negative num bers in Table 8 indicates that the effect has acted in the direction of bringing inequality dow n. 

20. Note that the positive contributions to the fall in inequality add up to m ore than 100% . This is so due to the negative 
contribution of pensions and retirem ent funds above the m inim um  w age. The latter w as the sole com ponent of the 
incom e w hose changes w ould have caused m ore inequality. 

21. The fact that the tw o com ponents of pensions the one above the m inim um  w age and th ones at the m inim um  w age 
had different contributions to changes in inequality betw een 1995 and 2004 reveal that the com m on approach of 
treating the pensions com ponent as a single incom e source is inappropriate as it loses m any interesting aspects of its 
im pact in the distribution of incom e. 

22. Nanak et al. (2006) show  that despite the fall in the per capita incom e betw een 1995-2004, a “poverty crisis” did not 
take place, this w as so, because incom es derived from  social security and from  other cash transfer program m es 
cushioned the overall poor labour m arket perform ance, specifically am ong the poorest segm ents of Brazilian society. 
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