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Abstract

The present study aims at analysing different iftation criteria used in Brazil by market
research companies and academia, taking into acdaomly profiles based on demographic,
socioeconomic and expenditure variables. It presdifterent strata profiles generated by two
nationally well-known stratification criteria based survey data from two last editions of the
Brazilian Family Expenditure Survey (2002/2003 &@D8/2009) and provides evidence on
patterns of change over time. The motivation fog thiork is the great attention Brazil is
attracting nowadays as the country has experiereduaction on poverty over the last 10 years
and academic studies reached news headlines imdjcHtat a substantive portion of the
population has managed to move out of poverty tosttute an emerging group that is
nationally known as theew Brazilian middle classlhe paper provides evidence of this new
phenomenon and the results confirm an economicavgmnent over time for those individuals
classified in the lower socioeconomic stratum, tbgewith an increase of total and per capita
average income, and an increase of expenses. Qrthitiehand, there is also a visible reduction
of savings for families in all economic strata dmgher levels of household indebtedness are
observed.

Keywords: Socioeconomic stratification, househobkpenditure, household income, family
consumption, savings.

1. Introduction

Over the last two decades, better levels of farmigome and wellbeing have been
registered in the Brazilian economy as the restiltvell succeeded plan to stabilize prices,
coupled with a set of government actions relateth¢ome transfer programs, credit access to
low income population, real gains in the minimumgea overdraft facilities, among other
measures (Lacerda,2009). Over the last 10 yearsriyohas been reduced indicating that a
substantive portion of the population has managednodve out of poverty to constitute an
emerging group that has been identified by manmh@sew Brazilian middle clas@\eri, 2010)
The rise of the so-called new middle class hasngstgport to a boom in the domestic consumer
market, and has contributed to sustain economiwtyran the last decades. Indeed, the new
middle class would be composed by younger peoplé, mgher educational level and so with
higher consumption standards.

The emergence of the new Brazilian middle classnidact, an issue of debate among
academics. Even considering that the consumptionata has been increasing over the years

! Real minimum wage increased over 70%, almost 4stimere than in the previous decade (18%), betw8ég 2
and 2012.

2 Based on National Accounts, family consumption grasvn 3.3% per year and the GDP 3.1% per yeam ft895
to 2011. Considering the recent period, 2004 tdl2€Hese rates were, 5.4% and 4.2%, respectively.



many authors reject the idea that there is a nesdlmiclass in the country. Pochmann (2012),
for example, focusing his work on income evolutistates that the increase of the consumption
pattern does not indicate social mobility. Accoglito him, the increase of per capita
consumption points in fact to a market phenomenwstead of a real transformation of
socioeconomic nature as well as its dynamics oBttazilian society. Scalon and Salata (2012),
based on a sociological approach, argue that mawsnie the class structure might not have
been significant enough to support the idea ofsigi new social class, or even that the
traditional middle class has expanded.

In other to shed some light on this debate, thpgep# concerned with a methodological
issue focusing on the stratification criteria otis@conomic classes. As the improvement in the
income distribution is a new phenomenon in the Beazsociety, the reason for this concern is
that it has become popular the dissemination afréig highlighting the rising of the living
standards of Brazilian families. However, theraa a unique way of defining socioeconomic
classes, and in most cases, no reference about wtnatification criteria has been used is made.

Actually, few studies concerned with the evolutafriving standards compare different
economic stratification criteria in order to expldiow consumption habits have evolved, and
also very important, how it has been financed. &fwge, this paper intends to contribute for the
understanding of the changes in class stratifingbifile in Brazil. To enlighten the discussion
about the rising of a new middle class, it provigespirical evidence about socioeconomic
characteristics and consumption habits of grougseople and on how they managed to finance
their consumption expenses. Our results confirmeaonomic improvement over time for
individuals classified in the lower socioecononii@sim, together with an increase of total and
per capita average income, and an increase of sgpe®n the other hand, there is also a clear
reduction of savings for families in all economicata and so higher levels of household
indebtedness are also observed.

The empirical study reproduces two stratificateviteria used in Brazil: one by market
research companies and the other by academics.eplieate both criteria using survey data
from the two last editions of the Brazilian Famibxpenditure Survey (2002/2003 and
2008/2009). The criterion calldgrazil Criterion was developed by market research experts and,
like many other social grade criteria around theldyas used as a good discriminating function
for purchasing power. The other, developed by atad is mainly based on per capita income
and has been used to discuss issues related taypaileviation. This will be named here as the
Center for Social Policiestratification criterion, with a reference to thesearch institution
located in Rio de Janeiro (Centro de Politicas &sct FGV) where the criterion was created.
The paper identifies strata membership accordiegwo different criteria based on survey data
and examines the strata profiles taking into actaxpenditure, income and debt related
variables.

As a result of our empirical work, we reveal difaces between household profile
variables related to the two types of stratificaticriteria, which we believe are relevant to
different research fields that make use of socinenuoc stratification to identify differences in
living standards. These research areas are mairdgininistration and communication, where
one studies consumer patterns, and in economids emitphasis on public policy analysis. In
relation to marketing studies, advertising agenaad firms in general must have a clear
understanding that each of the criteria is builhstdering different definitions of income: the
Criterion Brazil uses household total income, dmel €enter of Social Policies approach takes
into account per capita income. The first approabritizes consumption decisions, while the



latter is closely linked to the notion of welfaResearchers in public policy, on their turn, should
consider that, as in either criterion householdeexiiture depends on the level of budget
constraint, it is important that the governmentrexees critically the evolution of income and
savings, in order to be able to guide families ow o manage their budgets. Initiatives related
to capacity building on personal and family finadagnhanagement are a valuable instrument to
make people aware of the essential need of plarfimagcial spending.

This paper is organized as follows. Section 2 lyridéscribes both stratification criteria
that will be analyzed, and Section 3 presents thérroharacteristics of the Brazilian Family
Budgetary Survey, which will be the reference of empirical analysis. The methodology
employed in this paper is described in Section d @ection 5 presents our results, describing
our findings according to economic and demographitables. Finally, Section 6 presents the
main conclusion of our study.

2. Socioeconomic Stratification Criteria as Discriminatory Tools

Franca (2010) pointed out that there is no consemstelation to the choice of a specific
stratification technique or social grade criteridinis choice must be made based on research
objectives. One criterion can be more appealinthéf specialist is interested on its use as a
discriminatory tool to investigate purchasing powararacteristics of a group, family or
individual whereas the other may be considered measure related to income distribution and
can be more adequate to reflect changes in welibeigarding poverty alleviation. Therefore,
studies focussing on social inequality or socioecoic and market segmentation, for example,
serve different purposes, and require differentsuess to be taken into account as a barometer
of change. Both criteria discussed in this paperdascribed below.

TheBrazl Criterion

According to the Brazilian Association of Survey jmanies - ABEP (2007), the
“Brazil Criterion” of economic classification main goal is to estimm¢éhe purchasing power of
individuals and urban families. This stratificationterion aims at generating a standardized
scoring system that could work as a predictor diviiduals’ and families’ consumption capacity,
able to discriminate large groups according tortbapacity for consuming products and services
that are accessible to a significant part of theutation. The criterion discrimination procedure
takes into account tangible household charactesistich as possession and quantity of durable
goods, number of bathrooms, employment of domesaiikers and educational level of the head
of household. Each item receives a score and theo$scores is then associated to an economic
grade or stratum - Al, A2, B1, B2, C1, C2, D and (details in Franca, 2010).

However, despite being largely employed, this dote is questioned due to some
limitations. Mattar (1994, 1996) argues that thisraot a consensus on which variables should
be taken into account to define a classificatiategon that could effectively group consumers
in a way that the groups could match the severatestypes recognised in the market
environment. In addition, the effect of family sifas the score is based on quantity and
possession of goods in the household), and theificaien of durable goods over time are
viewed as weaknesses of the Brazil Criterion.

% Brazilian Association of (Market) Research Companibttp://www.abep.org/novo/Default.aspx



Thecriterion defined by the Center for Social Policies (CPS)

This criterion has a similar approach to the omeegally used for the analysis of poverty
issues related to the so-called absolute povemygeam and it is based on household per capita
income. The lower economic stratum (named E) ispraa of families with household per
capita income below (or equal to) a poverty in€he subsequent stratum (D) belongs to
families whose household per capita income is wthiaetween the poverty line and the median
of the distribution. Next, the families in classate those with household per capita income
between the median and the ninth decile of thenmedistribution and, finally, the so-called AB
class is composed of families with household peitaancome above the ninth decile (Neri and
Melo, 2008).

3. TheBrazilian Family Expenditure Survey

The Brazilian Family Expenditure Survey, conducteyl the Brazilian Institute of
Geography and Statistics, has a probabilistic saraptl the survey target population comprises
those living in urban and rural areas. The survieysaat uncovering families’ consumption
structures that allows delineating the populati@® donditions based on their household budget
and corresponding expenditure. The survey has aewarits of analysis: consumer units,
households, families, individuals, and the prodgiessed on the expenditure questionnaire). The
data collection period lasts 12 months, in whichsitpossible to capture changes on family
budget across the whole year, embracing all incanteexpenses variations that may occur on
the annual budget (IBGE,20f0)For this paper, various calculations have beenedfor
consumer units, since most of the household expeeddata is collected at this level, and the
terms consumer unit, family, and household mayd&elunterchangeably for convenience.

4. Methodology

The methodology consists on identifying strata mersibip of consumer units according
the two different criteria based on survey datanftbe 2002/2003 and 2008/2009 editions. In the
case of the Brazil Criterion, the calculations wdome based on the classification scoring card
defined in 2007. The analysis compares resultswaf distinct criteria of socioeconomic
classification for two different periods in ordey point out different perspectives of strata
profiles considering economic variables, such asonme, type of income, debt profile,
expenditure, as well as demographic variables asatomposition of the consumer unit, types of
family arrangements and level of education. AsREaeily Expenditure Survey has a complex
sample design, the estimation procedure took iotow@nt the sample weights.

Income and expenses estimates of 2002/2003 weuwstadjfor inflation in order to be
compared with the 2008/209 estimates. In additeodebt indicator was created. A consumer
unit is considered in debt if its annual expenditaxceeds the annual income. If the indicator
calculated as the ratio of total expenditure imtieh to total income gets a value below 1, this
indicates that the consumer unit has not committexl entire annual family budget with
consumption.

* For this study, poverty line has the value of 188is (66 US$). Exchange rate on Jaf, 2813.
® http://www.ibge.gov.br/home/estatistica/populacaatiicaodevida/pof/2008_2009/POFpublicacao.pdf



As this paper is based on a quantitative studg,nbt possible to capture, in a qualitative
way, the similarities and differences related tpenses type within each group of expenses.
Also, the main descriptive statistics employedummarize the variables is the mean, a central
tendency measure that is influenced by extremereséisens. Another limitation here is due to
the fact that it was not possible to carry out mgltudinal analysis, in a panel style, since the
families cannot be identified or monitored throwgghvey editions. We produce a photograph of
the strata configuration in each survey edition eohpare them. At last, it is worth mentioning
that this study only captures the changes relatekpenses and incomes in two fixed occasions
but not the stock of these quantities.

5. Results
5.1 - Percent distribution of strata

Table 1 presents the percent distribution of corsummits by strata. Both criteria show
poverty alleviation and increase of family consuimptin the lower strata over time. Although
this study is not based on panel data, it can lggested that families that were positioned in
stratum E have ascended to stratum D, and somkeesétto stratum C. The reduction of the
lower strata can be associated with governmennirecansfer prografisiriven to families in a
situation of extreme social vulnerability.

Table 1: Percent distribution of consumer unitstrgtification criteria

Brazil Criterion Center for Social Policies
Strata |2002/2003 |2008/2009 |Strata [2002/2003 |2008/2009
A 1.61% 1.18%|AB 10.00% 10.00%
B 12.07% 14.71%|C 40.00% 40.00%
C 32.38% 42.73%|D 32.56% 42.92%
D 40.34% 34.35%|E 17.45% 7.08%
E 13.59% 7.03%

Indeed, the changes in the composition of thewstran both criteria between the two
periods are also very revealing of the movemerds tlight have occurred among the strata. In
the 2002/2003 period, stratum D was the one witjhdst weight according to the Brazil
Criterion. Looking at the 2008/2009 period, strat@ncommonly associated to the so-called
middle class, appears as it is congregating moreswoption units, suggesting the upward
movement among consumer units. On the other hanteicase of the Center for Social Policies
criterion, the mobility among the strata seemsaeehbeen higher from stratum E to stratum D,
as the percentage of middle class strata has aogeld between the two periods.

Table 2 allows the comparison between the tworg@itgnce is displays the percentage of
consumer units in each stratum of Center for Sdewdicies that was classified in a similar way
based on the Brazil Criterion. In the 2002/2003iqukr 63% of the families classified as
belonging to the stratum AB by the Center for SloBialicies criterion were also classified as
belonging to the stratum A or B of Brazil Criteriohhe same occurs in 2008/2009 when this
percentage was 62%. This substantial overlap df boteria does not hold for stratum D and E.

® http://blogs.worldbank.org/growth/brazil-fights-hger-illiteracy



An explanation to this divergence is the greatguacdy of families with lower income to
purchase goods, following better opportunities redit after mid 2000s. If this is the case, the
Brazil Criterion better captures this movementjtdakes into account the quantity of goods in
the household, whereas the Center for Social Rglicriterion considers the per capita income
evolution.

Table 2 - Percentage of consumer units per striassified according to both criteria in
2002/2003 and 2008/2009.

2008/2009
Brazil Criterion

2002/2003
Brazil Criterion

Strata ab C d e | Total Strata ab c d e | Total
Center for AB 63% 30% 6% 1% |[100% Center for AB 62% 33% 4% 0% [100%
Social C 17% 49% 31% 4% |100% Social C 21% 53% 23% 2% [100%
Policies D 1% 26% 58% 14%|100% Policies D 3% 40% 49% 29%|100%
E 0% 8% 49% 42%|100% E 1% 14% 53% 33%|100%

5.2 - Income

A comparison between 2002/2003 and 2008/2009 estsmaf average monthly real
income and average per capita real income in Taklows improvements in most of the strata.

Table 3 — Average Monthly Real Income and AveragieQapita Monthly Real Income per
Consumer Units in US Dollars by Strata Accordingteo Stratification Criteria

Brazil Criterion Center for Social Policies
Average Monthly Average Per capita Average Monthly Average Per capita
Strata Income Monthly Income | Strata Income Monthly Income
2002/03 ]2008/09 |2002/03 |2008/09 2002/03 |2008/09 |2002/03 |[2008/09
A 6999 8655 1995 2627 AB 4632 5156 1929 2338
B 3207 3319 1130 1259 C 1219 1434 395 517
C 1198 1235 435 475 495 590 132 166
D 551 619 193 248 E 232 215 48 45
E 310 381 110 151

In the case of the lower stratum defined by the t€eror Social Policies, the
socioeconomic ascension of some families to th&@uwsn from 2002/2003 to 2008/2009 yields
a shrinkage effect on the estimates. There is nodeace that this E stratum congregates only
those families with very low income. Although thegatum is comprised of fewer families in
2008/2009, these are the families who were stillaim extreme vulnerable social condition.
Overall, the combination of more access to creugher real income levels and controlled
inflation provided the adequate conditions to prtergains in the families’ purchasing power.

5.3 - Expenditures categories and cor responding contribution to family budget

Considering both criteria, there is great similaim the way families spend their income
according to different expenditure items and ddfdérstrata. As expected, the housing category
is the one with higher impact on family budgetdoaled by vehicles and additional expenditures
for families in middle or higher strata. On the etlnand, as it is usually the case, a substantial

6



part of the budget is used for food expenses ia odfamilies in the lower socioeconomic strata.
It is important to highlight that, associated wéh increase on income, it can also be noted a
rearrangement on the composition of expenditurastiqolarly for the strata defined by the
Center of Social Policies. For families in stratiim from 2002/2003 to 2008/2009, there is
evidence that, in relative terms, the contributioh expenditures with food, clothing and
footwear, vehicles plus personal goods and servViags increased. Consequently, expenses with
housing and repair represent nowadays a lower pige indicating a change in purchasing
habits of this group of people, the so called 'rgsazilian middle class.

Table 4 — Average Value of Expenditure Categoryt@lontion in Relation to Total Expenditure
by Socioeconomic Strata

Brazil Criterion
Expenditure Categories A B C D E
2002/ | 2008/ | 2002/ | 2008/ | 2002/ | 2008/ | 2002/ | 2008/ | 2002/ | 2008/
2003 | 2009 | 2003 | 2009 | 2003 | 2009 | 2003 | 2009 | 2003 | 2009
Housing and repair 38.4% | 37.2% | 44.1% | 41.8% | 40.2% | 35.2% | 36.7% | 30.2% | 32.6% | 42.2%
Comfort items 31% | 42% | 35% | 3.6% | 42% | 43% | 5.1% | 5.0% | 55% | 3.9%
Household maintenance and 31% | 3.8% | 2.7% | 29% | 3.1% | 31% | 3.1% | 35% | 44% | 3.0%
services
Transport 37% | 01% | 40% | 35% | 41% | 41% | 4.1% | 4.2% | 4.6% | 3.5%
Tobbaco 06% | 0.0% | 0.7% | 0.8% 1.1% | 1.2% 1.4% 15% | 1.2% | 0.9%
Health 52% | 44% | 4.7% | 41% | 55% | 44% | 7.2% | 53% | 6.4% | 3.6%
Education, recreation and culture | 11.1% | 12.7% [ 9.8% 9.3% 9.2% 9.7% 9.2% 9.8% 9.8% 7.2%
Clothing and footware 3.4% 3.8% 3.4% 3.6% 4.4% 4.7% 5.3% 5.7% 4.5% 4.2%
Other expenses 19% | 2.0% | 1.7% | 2.0% | 22% | 2.7% | 2.7% | 3.6% | 3.1% | 23%
Financial services 5.7% 3.8% 4.2% 3.9% 3.3% 3.7% 3.7% 4.1% 4.2% 4.7%
Vehicles and additional expenses| 15.4% | 18.8% | 12.6% [ 15.1% | 11.9% | 14.2% | 6.9% | 9.8% [ 6.5% | 8.3%
Food 68% | 7.3% | 68% | 7.6% | 88% | 10.5% | 11.9% | 14.5% | 14.7% | 14.2%
Makeup, hygiene, personal 1.7% 19% | 1.8% 19% | 21% | 24% | 2.6% | 28% | 2.5% | 2.0%
services
Total in dollars 110,884| 121,522| 65,560| 67,889] 31,430 30,526] 16,954| 16,776] 10,263| 15,641
Center for Social Policies
Expenditure Categories AB C D E
2002/ 2008/ 2002/ 2008/ 2002/ 2008/ 2002/ 2008/
2003 2009 2003 2009 2003 2009 2003 2009
Housing and repair 44.5% 44.1% 37.2% 33.9% 33.9% 26.7% 30.3% 30.8%
Comfort items 3.2% 3.4% 4.3% 4.1% 5.8% 5.6% 6.2% 6.3%
Household maintenance and 2.7% 2.7% 3.6% 3.4% 3.7% 3.8% 4.0% 3.5%
services
Transport 3.5% 2.6% 4.6% 4.2% 4.9% 5.0% 4.4% 5.4%
Tobbaco 0.6% 0.7% 1.1% 1.1% 15% 15% 1.5% 15%
Health 3.9% 3.8% 4.0% 4.5% 4.5% 4.7% 5.9% 4.5%
Education, recreation and culture 10.2% 9.8% 10.6% 10.4% 9.6% 9.9% 10.1% 10.7%
Clothing and footware 3.3% 3.3% 4.6% 4.6% 5.8% 6.1% 4.8% 5.8%
Other expenses 1.6% 2.0% 2.3% 2.7% 3.1% 2.7% 3.9% 3.5%
Financial services 5.1% 3.9% 3.2% 3.6% 2.7% 3.5% 2.3% 2.4%
Vehicles and additional expenses 13.7% 15.9% 13.2% 15.3% 9.1% 12.2% 7.4% 6.9%
Food 6.2% 6.2% 9.0% 10.0% 12.7% 15.1% 16.5% 15.8%
Makeup, hygiene, personal 1.6% 1.6% 2.3% 2.3% 2.7% 3.1% 2.8% 2.9%
services
Total in dollars 82,302 94,266 31,507 35,209 15,744 16,968 10,151 11,760




5.4 - Typesof income

This section discriminates different sources obime in order to contribute to a better
understanding of changes in the consumption pa#tecording to stratification criteria. A brief
analysis of Table 5 indicates that the only typenobme with decreasing participation is the
financial asset movement, which is the differeneéMeen deposits and withdrawals in each
stratum. Among the types of income showing incraasthe proportional weight, the one that
stands out with higher participation is the incapi¢ained from main occupation, public pension
and income tax deductions. Comparing the resultssadime, one can notice a striking drop of
participation of financial asset movement grouprahation to the total income. Contrasting
2002/2003 with 2008/2009, there is evidence of asidrop in savings. The consumer units
reduced their savings in this period in order toafice their augmented spending. A clear
example of this behaviour is what happened with dbesumer units in stratum D of Brazil
Criterion that achieved a debit balance on thisugrof income in 2008/2009. In general, it is
possible to sign that family consumption amongtatheas been markedly funded by a reduction
in savings, and also by the contraction of loaimg;esthat have been an increase in the average
value contracted for modality.

Table 5 - Average Contribution and Average Anrlnabme in US Dollars according to Type of
Income by Socioeconomic Strata

Brazil Criterion
Types of Income A B C D E
2002/2003 | 2008/2009 | 2002/2003 [ 2008/2009 | 2002/2003 | 2008/2009 | 2002/2003 | 2008/2009 | 2002/2003 | 2008/2009
Incomes and deductions 46.2% 48.4% 45% 58.1% 43.7% 56.6% 47.4% 56% 33,80% 44.9%
61,339 40,642 21,131 25,103 8,198 9,003 3,880 4,241 1,908 2,167
. . 22.9% 23.3% 19.8% 24.1% 21.6% 28.3% 24.4% 36.2% 24.8% 35.4%
Other types of incomes and deductions
30,383 19,529 9,290 10,423 4,052 4,494 1,997 2,741 1,398 1,708
. . 10.5% 15.7% 13.4% 13.7% 10.8% 12.9% 9.1% 12.1% 9.2% 13.7%
Money receipts, loans and deductions
13,910 13,151 6,295 5,919 2,032 2,051 744 914 517 662
Fi ial " t 20.4% 12.6% 21.8% 4.1% 23.9% 2.2% 19.1% -4.2% 32.2% 6%
inancial assets movemen 27,035 10,580 10,252 1,779 4,475 350 1,564 316 1,814 289
Total 132,667 83,903 46,968 43,225 18,756 15,898 8,185 7,580 5,637 4,826
Center for Social Policies
Types of Income AB C D E
2002/2003| 2008/2009 | 2002/2003 | 2008/2009 | 2002/2003 [ 2008/2009 [ 2002/2003 | 2008/2009
Incomes and deductions 41.5% 54.7% 51.2% 60% 48.4% 57.1% 36.1% 47.4%
29,360 38,655 8,912 11,301 3,519 4,334 1,488 1,313
. . 19.8% 26.6% 21% 26.5% 23.4% 29.8% 21.2% 32.1%
Other types of incomes and deductions
13,982 38,388 7,461 10,169 3,477 4,617 1,783 1,816
. . 13.9% 15.2% 10.1% 10.8% 7,90% 9.5% 7.6% 13.5%
Money receipts, loans and deductions
9,864 10,735 1,757 2,040 575 725 315 372
Financial assets movement 24.8% 3.5% 17.8% 2.7% 20.2% 3.6% 35.1% 7%
17,526 2,473 3,096 507 1,471 272 1,447 193
Total 70,732 90,252 21,226 24,017 9,042 9,948 5,033 3,694

5.5 - Debt situation

Data about debt situation reveals that improvenremionsumption pattern in all social
strata was followed by an increase in the degre@dgbtedness of households. This means to
say that, although income for all different strits improved in the 2000s, there has also been
an increase on the proportion of consumption unitdebt situation in all strata levels, except
stratum E.



It is relevant to point out that more than halftiké consumption units in the population
were in debt situation in 2008/09. The worst caseliserved for stratum E that, even showing
reduction of the percentage of families in debbfrd002/03 to 2008/09, is nonetheless the most
affected group in both criteria (Table 6).

There are many reasons why debt commitment hasased so widely among consumer
units in the 2000s: favourable expectations abdwt tuture, price stability, increase in
employment rate, decrease in interest rates, anonsdlso, bank institutions changed their
strategies, as the degree of confidence in theduytwospects of the Brazilian economy was
improving. Therefore, one should consider that kanknder greater competition due to
economic opening and in an environment of stalflation, identified potential gains in loans to
households, supported by optimistic expectatiomgnding the recovery of employment and
income under the Lula government (Prates et al92@0 5). On the other hand, regulation
concerning access to credit changed in 2003, whapezial type of personal credit, the
consigned loans (or payroll loans as banks arevatioto discount the pay back of loans direct
from wages deposits) has been authoriZedctually, a change in Central Bank regulation
expanded this type of credit to all employees atidlees, as before 2003 it was restricted to civil
servants. According to Central Bank (2005), thig sbloan stimulates competition among bank
institutions and smaller as well as bigger bank& tadvantage of this opportunity of expanding
credit. Indeed, Central Bank time series shows ith&at995 consumer credit was 8% of total
credit and in 2008 it reached to 33%.

Therefore, the government strategy to give acaessedit to all social economic classes
must be seen as noteworthy to boost aggregate momtistn expenditure and to contribute to
social mobility® However, the high level of indebtedness also imaposmits to family
expenditure plans. Hence, as the access to craghe ¢n very forcefully, households are now
facing new constraints as families budgets are citiento pay debts (Sciré, 2009).

Table 6 — Percentage of Consumer Units in Deb&a8dn

Brazil Criterion

Situation A B C D E
2002/ 03 | 2008/ 09 | 2002/ 03 | 2008/ 09 | 2002/ 03 | 2008/ 09 | 2002/ 03 | 2008/ 09 | 2002/ 03 | 2008/ 09
indebted | 47.9% 50.5% 45.0% 57.9% 455% 57.9% 48.1% 49.2% 57.4% 47.3%

Center for Social Policies

Situation AB C D E
2002/ 03 | 2008/ 09 | 2002/ 03 | 2008/ 09 | 2002/ 03 | 2008/ 09 | 2002/ 03 | 2008/ 09
indebted | 34.2% | 413% | 41.4% | 523% | 495% | 57.6% | 68.6% | 58.6%

"Law 10.820, December 17, 2003.

8 As pointed out by many authors, the large sizefBrazilian domestic market was a positive fatadnelp the
country to overcome the negative impacts of therast crisis in 2009/2010.This model, that it is&y, to increase
aggregate consumption increasing debt commitmeris 0 have reached to its limit, as Brazilian GiddPnot
recover in 2011, neither in 2012 or in the firgnester of 2013.



5.6 - Average number of persons per consumer unit

Comparing the number of persons per consumerwhith is a key characteristic related
to consumption pattern of the households, we olesthat the average number of persons per
consumer unit is similar among strata in the cdd@razil Criterion (Table 7). Considering the
Center for Social Politics criterion, the numbesrgases from stratum AB to stratum E, pointing
that richer families have on average few peoplehpesehold.

Table 7 - Average number of persons per consumpiiits by strata in 2002/2003 and
2008/2009

Brazil Criterion Center for Social Policies
Strata |[2002/2003|2008/2009| Strata |2002/2003|2008/2009
A 3.97 3.69 AB 2.58 2.38
B 3.51 3.31 C 3.13 2.81
C 3.51 3.26 D 3.81 3.70
D 3.63 3.28 E 5.03 4.89
E 3.97 3.50

The difference between the average number of pgngenstratum in each criterion can
be explained by its corresponding method of conttrn. The Brazil Criterion method is based
on the quantity of durable goods in the househald lzence the consumption units with more
people own more domestic items. This may explagnhilgher number of persons per household
in the stratum A.

For the other criterion, the classification is mhesm per capita household income, the
same information used to establish poverty line twedstrata limits are defined according to the
deciles of the empirical income distribution. Imstivay, a household with low per capita income
can associated to more residents with less income.

5.7 - Types of family arrangements

Types of family arrangements vary considerably agnanteria. Table 8 provides
evidence that the choice of a stratification citlerimplies that the analyst would deal with
different profiles of family arrangements.

In the case of Brazil Criterion, for example, cagplwith children older than 15 years
represent almost 40% of the families classifiedsiratum A whereas couples with children
younger than 15 years have higher percentagedtad®, C, D and E. One should also note that
those families with only one person correspondcht tyype of arrangement that has the second
higher participation in stratum E. On the otherdyaior the Center criteria, families with only
one person and couples without children have higheticipation in strata AB and couples with
children younger than 15 years are over-represéantsttata D and E. The one person family is
classified in different strata in each of the twderia. One reason is that the Brazil Criterion
takes into account the possession of durable gandshe employment of housekeepers, which
are converted to points in a scale. However, inldigls who live alone may not necessary own
(or even need) a quantity of durable goods to Is#tipoed in the higher strata (they may eat out
more frequently and make use of laundry serviaagsgxample).
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Table 8 — Percent distribution of family arrangeiséy strata
Brazil Criterion - 2002/2003 and 2008/2009

. Overall A B C D E
Family arrangements 2002/3 2008/9 |2002/3 2008/9]2002/3 2008/9|2002/3 2008/9|2002/3 2008/9|2002/3 2008/9
One person 14.72  16.56 3.21 6.13) 11.19 11.19| 12.61 14.19| 16.42 20.63 19.2 24.00
One parent with children younger than 15 years old 4.22 413 041 0.78) 2.58 2.14| 3.39 3.7] 495 521 593 6.25
One parent with children older than 15 years old 9.07 10.35 4.95 6.33 7.89 8.6 8.39 10.38| 10.62 11.52 7.64 8.77
One parent with children younger and older than 15 years old 2.47 2.08 1.73 0.46 1.31 0.81 1.8 1.87 3.16 2.81 3.17 2.63
Couple without children 13.65 16.78| 10.46 11.38| 14.43 17.47| 15.07 17.84( 13.42 16.32| 10.68 12.09
Couple with children younger than 15 years old 30.90 25.99| 30.68 24.58| 29.38 26.49| 32.93 27.83| 29.08 23.18| 329 27.71
Couple with children older than 15 years old 14.84 16.08| 38.02 41.58] 23.35 24.73 15.6 16.28| 12.78 12.65 8.79 9.29
Couple with children younger and older than 15 years old 10.08 7.79] 10.16 7.51 9.75 8.46| 10.16 7.71 9.56 7.38| 11.69 9.00
Others 0.05 0.24 0.37 1.25 0.12 0.11 0.05 0.2 0.01 0.3 0.00 0.26
Total 100.00 100.00 100.00 100.00 100.00 100.00 100.00
Center for Social Policies - 2002/2003 and 2008#20
. Overall AB C D E
Family arrangements
2002/3 2008/9]|2002/3 2008/9 [2002/3 2008/9 |2002/3 2008/9|2002/3 2008/9
One person 14.72 15.56| 30.00 32.21| 18.97 22.01| 10.70 9.94 3.81 3.70
One parent with children younger than 15 years old 422 413 1.18 117 274 232| 525 553 7.40 10.09
One parent with children older than 15 years old 9.07 10.35| 860 9.19| 9.51 11.06| 9.87 10.76| 6.86 5.46
One parent with children younger and older than 15 years old 2.47  2.08 0.84 0.36 1.80 0.88 2.53 3.06 4.82 5.31
Couple without children 13.66 16.78| 21.10 24.39| 17.00 21.47| 11.62 12.69 5.58 4.37
Couple with children younger than 15 years old 30.91 25.99| 16.47 12.37| 25.48 19.41| 34.16 31.93| 45.45 46.39
Couple with children older than 15 years old 14.84 16.08| 18.18 17.54| 16.59 17.40( 14.61 15.80] 9.35 8.31
Couple with children younger and older than 15 years old 10.08 7.79| 3.50 2.68| 7.86 5.24| 11.23 9.96| 16.74 16.30
Others 0.05 0.24 0.12 0.10 0.05 0.20 0.03 0.32 0.00 0.05
Total 100.00 100.00 100.00 100.00 100.00 100.00

Conversely, individuals who live alone only dovgleen they have financial conditions to
pay for housing and other maintenance costs. Tétethiat the per capita income is the variable
used to define the strata boundaries in the casleeo€enter for Social Policies criterion, gives
rise to an inverse situation. It places individuaho live alone in the higher stratum, generating
noteworthy participation of this arrangement imagtm AB. The contribution of this type of
arrangement has a decreasing trend from stratumtcAE. The lower stratum is mostly
composed of families with a higher number of claldand couples with children younger than
15 years. The latter group may also include coupliéls young children at beginning of their
professional careers.

5.8 - Head of household educational level

The Brazil Criterion method takes into account iead of household educational level
such that those households with more educated hex@dbetter classified according to this
criterion. This is due to the well-known positiverelation between level of education and
income, so that consumption units whose heads higielevel of education have more chances
to belong to stratum A. Table 9shows that, in 208286% of consumer units classified in
stratum A have head of household who had attaingudwersity degree, whereas this percentage
falls to 63% in 2008/2009.

As for the Center of Social Policies method, theeleof education of the head of the
household is not a specific constraint for thetsication procedure (although here also there is
effect of correlation between education and incortieg percentage of consumer units whose
head of household holds a university degree is niogler in stratum AB than in the Brazil
Criterion.
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Table 9 - Percent distribution of highest leveleofucation attained by head of household by
strata

Brazil Criterion - 2002/2003 and 2008/2009

Level of Education A B ¢ D E

2002/2003[2008/2009 | 2002/2003 [ 2008/2009 | 2002/2003 [ 2008/2009 | 2002/2003 | 2008/2009 | 2002/2003 | 2008/2008

Basic - up to 4th grade 0.44%|  038%|  4.25%|  5.96%| 15.80%| 21.98%| 45.54%| 55.34%| 71.67%| 74.24%

Sth to 7th grade 0.58%|  1.45%|  9.94%|  7.91%| 31.72%| 24.15%| 36.24%| 29.54%| 22.85%| 20.32%

Middle - 8th grade 0.14%|  0.16%|  8.42%|  5.94%| 19.13%| 14.19%| 12.63%| 10.02%|  5.13%| 4.95%

Secondary - up to 12th

g'::g: ary-upto 12.79%| 35.46%| 41.53%| 60.09%| 30.08%| 37.60%|  5.57%| 5.02%|  0.35%| 0.50%

University degree 86.05%| 62.56%| 35.87%| 20.10%|  3.17%|  2.08%| 0.03%| 0.08% 0% 0%

Center for Social Policies - 2002/2003 and 20088200

Level of Education AB ¢ D E

2002/2003 |2008/2009 | 2002/2003 | 2008/2009 [2002/2003 | 2008/2009 | 2002/2003 | 2008/2009

Basic - up to 4th grade 10.38% 10.17% 22.89% 29.17% 41.99% 41.72% 56.83% 55.20%

5th to 7th grade 12.44% 8.03% 28.68% 20.35% 34.37% 28.33% 30.38% 27.83%

Middle - 8th grade 8.16% 3.89% 15.78% 10.61% 13.59% 12.56% 8.34% 9.97%

S dary - up to 12th

gf::j): ary-upto 32.69% 53.90% 25.48% 35.15% 9.39% 16.69% 4.23% 6.63%

University degree 36.33% 24.01% 7.17% 4.71% 0.67% 0.70% 0.23% 0.37%

Finally, it is understood that choosing one or otteatification criterion generates different
profiles of consumer units according to the edoceti level of head of household and
consequently different patterns of consumption.

6. Conclusion

Brazilian GDP growth in the first decade of the @9Qvas driven by consumption of the
families, since low inflation, well-focused socfaograms and a policy of real increases for the
minimum wage has improved income distribution, exjsag domestic market for consumer
goods. The increase in consumer credit has als@glan important role in sustaining higher
levels of per capita consumption and changing copsion patterns. All these movements have
impact in the socioeconomic stratification, andimportant debate emerged among academics
and in the media about the rise of a new middlsscia Brazil. To contribute to this debate, this
paper evaluated two different class stratificatmethodologies, which reveal slightly different
characteristics about the changes in consumptitterpaaccording to socioeconomic stratum.
Economic and demographic variables were investigaterder to differentiate both criteria.

Both methodologies reveal a decrease at the paation of lower strata, increase of
participation of medium strata, increase of totatl er capita income, increase on average
expenses and increase on average income. The Btadrion exposes a raise on the
consumption potential and the Center for Socialdi&d criterion signals a poverty alleviation
condition. So, both criteria show an improvementsactial mobility with positive impact on
aggregate consumption in the period. However, thaziB Criterion methodology puts more
weight on demographic characteristics than the €diot Social Policies methodology, and in
this sense, it tends to give less importance tadégree of indebtedness as a problem to inhibit
future consumption.

Therefore, our exercise also evaluated the dedraelebtedness according to the economic
strata in both criteria and we concluded that deigree has increased for all strata, except for the
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lower stratum which was the one with the higheshmmitment to debt loans in the 2002/03
period. This is an important contribution of our nkosince the sustainability of the private
consumption as a driving force to push economiavtfiocan be constrained by the financial
fragility of family's budget. Indeed, the low resise of the Brazilian GDP growth in the last
years (2011, 2012 and current 2013) has beenwtttdito an exhaustion of the growth model
driven by domestic consumption.

In general we could show that in both criteria ¢hisra trend in the direction &milies
consuming more, using their savings and reduciag tealth. In aggregate terms, this implies a
transfer of income from families to the financiactor. In this sense if, on one hand, almost
universal access to credit has reframed the pdisgibi consumption in the second half of the
first decade of the 2000s, dissociating it frorooime earnings and savings, on the other hand
has brought another concern to indebted familiés Teans to say that these families, which
are spread in all socioeconomic strata, have toaggthe payment of debt commitments in an
environment of increased uncertainty in relatiothi future.

Besides economic variables, this paper also iryass some demographic
characteristics of the households in both criteaigerage number of persons per consumer unit;
types of family arrangements and level of educatbrthe head of household. Demographic
characteristics suggest how families make theisamption choices, while economic variables
signal the possibilities, that is to say the budgetstraints families have to deal with concerning
consumption expenditures. Although demographic adtaristics tend to change little over a
short period of time, we could observe that therithistion of consumer units by level of
education of the head of household has changed #002/03 and 2008/09 for the highest
stratum in both criteria. This change occurredha tlirection of reducing the weight of the
university degree group. This is an interestinglifig as it shows a reduction in the importance
of graduate schooling as determinant to be includdtle higher social economic class. Also it
reveals the relevance of having the secondary dicigodegree concluded in order to be better
positioned in socioeconomic stratification.
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