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Abstract: This article analyzes the reach of productive inclusion via entrepreneurship in 

Brazil, through Individual Microentrepreneur (MEI) formalization program and 

microcredit.  Moreover, we estimate the effect of microentrepreneurs formalization and 

of having been interviewed for the Unified Registry for Social Programs (CadÚnico) in 

the chances of obtaining microcredit. The results show a positive and significant effect 

on the probability of having received microcredit in all model specifications. This 

means that the probability of a microentrepreneur having received microcredit, other 

factors remaining constant, increases if he or she is registered as a MEI. Furthermore, if 

the person was interviewed for the CadÚnico and is registered as a MEI, the probability 

of having received microcredit is even greater. However, the interaction with poverty 

showed a negative result. Due to the still low access to credit and greater difficulty for 

poor microentrepreneurs, it seems important to maximize the effects of the programs 

integration.  
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1. Introduction 

The high informality in Latin America is one of the major challenges for 

development. It is a multifaceted phenomenon, present in society in various dimensions 

as in enterprises without formal registration, in jobs not covered by labor legislation, in 

individuals who do not contribute to social security, in households without property 

titles or even in the consumption of public services. Although distinct phenomena, there 

is some correlation between the different forms of informality. From the point of view 

of the economy, business informality is possibly the most harmful. It has its negative 

impact on economic efficiency and tax collection, as well as consequences for the 

population's welfare.  

In Brazil, 22% of the occupied labor force is self-employed. This segment is very 

heterogeneous, although it is over represented in poverty (Neri and Giovanini, 2005; 

Urani, 2008). The entrepreneurship spirit is linked to the business possibilities, which 

depends on the perception of income generation opportunity. However, it is also the 

result of survival strategies, arising from lack of access to the formal employment. In 

fact, the growth of the formal employment in the beginning of 2000s was accompanied 

by a decrease of the self-employment share in the total occupation. Thus, millions of 

self-employed and micro entrepreneurs can survive in informality, but have difficulties 

to grow and develop their businesses. 

The development of small businesses has been pointed out by public policy makers 

as an important step to reduce the large heterogeneity in the Brazilian socioeconomic 

structure. In the past 10 years several changes have occurred in the institutional 

framework, in this respect, for example, the improvement of the Integrated Micro and 

Small Business Tax and Contribution Payment System (SIMPLES), which simplifies 

tax collection, reduces the tax burden, and reduces social security taxes, the creation of 

the Individual Microentrepreneur (MEI) program, a large scale formalization program, 

and the process of percentage increase in bank deposits available for microcredit, 

among others changes. The 2014 National Household Sample Survey (PNAD/IBGE) 

supplement interviewed Brazilian entrepreneurs to evaluate access to three services: (i) 

enrollment in the MEI program; (ii) demand and acquisition of microcredit loans by 

financial institutions; and (iii) receipt of specialized technical support.   

Access to the MEI program allows workers to formalize their situation as small 

entrepreneurs, increasing the possibilities of access to productive markets (consumers, 

credit providers). In order to be an individual microentrepreneur it is necessary to be 

self-employed or an employer with one employee and a revenue of up to R$60 thousand 

a year, and not have a share in another company as a partner or owner. In parallel, 

access to microcredit
4
 guarantees the acquisition of productive credit for 

underprivileged members of the population who, in general, would not be able to obtain 

it in the traditional financial system. Meanwhile, technical support covers services of 

qualification, management, and strengthening of non-agricultural production, frequently 

                                                           
4
 Small value loan limited to R$15,000.00 (US$ 1 = R$ 3,10 in the February 2017). 
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offered by the Brazilian Micro and Small Business Support Service (SEBRAE) or other 

institutions of the S System.
5
 

In addition, in 2011 the federal government launched the Brasil Sem Miséria 

(“Brazil Without Extreme Poverty”) Plan, which is geared toward the productive 

inclusion, through entrepreneurship, of families who live in extreme poverty. In general, 

these programs are associated with formalization and microcredit. The 2014 National 

Household Sample Survey (PNAD/IBGE) supplement has questions about whether 

workers have heard about, know about, or were interviewed for the federal 

government’s Unified Registry for Social Programs (CadÚnico), a system for collecting 

data and information to identify low income families and include them in the social 

assistance. 

The objective of this article is to (i) analyze the reach of programs of productive 

inclusion via entrepreneurship, through the MEI program and microcredit, (ii) estimate 

the effect of the formalization of microentrepreneurs and of having been interviewed for 

the CadÚnico in the chances of obtaining microcredit. 

The article is organized in the following manner. The following section describes 

the main recent institutional changes in Brazil. Next, we present a brief review of the 

literature about MEI and microcredit in Brazil. In Section 4 we describe the database 

and methodology, as well as the descriptive characteristics and the empirical strategy 

for estimating the effect on microcredit of formalization and enrollment in the 

CadÚnico. Section 5 analyzes the results of the models. Finally, in the last section we 

present the main conclusions and implications for public policies. 

2. Main Institutional Changes  

The last decade experienced several changes in institutional aspects summarized in 

three dimensions: (i) regulation of the financial sector towards the expansion of 

microcredit; (ii) incentives to formalization creating legally the figure of the Individual 

Micro Entrepreneur (MEI); and (iii) linking the MEI and microcredit as alternatives to 

productive inclusion for the poorest people and therefore one way to exit from poverty. 

 

2.1. The Regulatory Reform Process for Microcredit 

Government action has been an essential factor for the growth and consolidation 

of microcredit in Brazil. In 2003, the government passed Law 10.735, which discusses 

the need for commercial and multiple banks to allocate a portion of cash deposits for 

credit operations intended for the low-income population and for 

microentrepreneurship.   

Another important incentive, which was benefitted by the resources originating 

from this law, was the creation of the National Program of Oriented Productive 

                                                           
5
 Organizations that are part of the S System: National Service for Industrial Training (SENAI), 

Social Service of Industry (SESI), National Service for Commercial Training (SENAC), and the Euvaldo 

Lodi Institute (IEL). 
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Microcredit (PNPMPO), instituted by Law 11.110 in 2005. As highlighted on the 

Ministry of Labor and Social Security (MTPS) website, the objective of the program is 

to offer resources for production-oriented microcredit in order to consolidate the 

provision of services to popular microentrepreneurs. Currently, according to the MTPS 

website, there are 499 qualified institutions in the PNMPO. For comparison, in 2005 

there were 52 qualified institutions and 322 institutions in 2010, that is, the number of 

qualified institutions has grown since the creation of the PNMPO. According to Portal 

Brasil, from 2005 to 2014 around 14 million microentrepreneurs benefitted from 

production-oriented microcredit, reaching the amount of R$24 billion in granted credit.     

In August 2011, Resolution 4.000 came to require multiple banks with 

commercial portfolios, commercial banks, and Caixa Económica Federal to invest at 

least 2% of cash deposit balances in credit operations for the low-income population 

and microentrepreneurs. Additionally, as of 2013 this law has come to require that at 

least 80% of these balances should be allocated to production-oriented microcredit 

operations. In order for this requirement to be met, the reform made it possible to 

transfer resources between financial institutions through Interbank Deposits linked to 

Microfinance Operations (DIM). These alterations have changed the investment profile, 

which was previously intended for consumption and is now predominantly production-

oriented.    

Another important regulation was made in 2012: the National Monetary Council 

(CMN) published Resolutions 4.152 and 4.153, on October 30, 2012, to establish the 

concept of microcredit in regulatory terms, so that it would be possible to standardize 

the concession of operations and to better accompany and evaluate the evolution of this 

credit modality. Before the establishment of this regulation there was no regulatory 

definition for microcredit in Brazil.   

The Brazilian Development Bank (BNDES) is another important public agent 

for microcredit incentives. BNDES has acted in support of microcredit since 1996, 

providing financing to operating agents who transfer the received resources to 

microentrepreneurs, according to the criteria established in the Popular Productive 

Credit Program (PCPP). In 2003, the PCPP was substituted by the Microcredit Program 

(PM), which lasted two years. In order to follow the performance guidelines established 

in the PNMPO, the BNDES Microcredit Program (PMC) was founded.  

In 2010, with the objective of facilitating the granting of credit and guaranteeing 

the continuity of resources for transfer agents, BNDES created, as a substitute for the 

PMC, the BNDES Microcredit Program with an endowment of R$250 million. Thus, 

internal procedures were simplified and improvements were made in the credit risk 

analysis methodology of Institutions of Oriented Productive Microcredit (IMPO), which 

allowed for the increase in portfolio baselines and the greater reach of the program.    

Finally, in 2014, the BNDES Microcredit Program was transformed into a new 

product, which means that it becomes permanently linked to the bank’s operational 

policies, without an expiration date or a budget limit. In this new phase, there were 

some operational changes, including the alteration of the maximum amount of 

financing, the inclusion of a credit risk rate, the reduction of the BNDES’ share in 
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operations with financial agents, the simplification of the credit approval process, and 

the creation of additional guarantees for protection in the case of default.    

 

2.2. The Individual Microentrepreneur Program 

One of the major determinants of the informality pointed by economic studies is 

the high costs of registering a business. In this sense, innovations at the federal level can 

stimulate and modify the business environment for micro and small businesses. With 

the creation of the Integrated Micro and Small Business Tax and Contribution Payment 

System (SIMPLES), which simplifies tax collection, reduces the tax burden, and 

reduces social security taxes, the Brazilian government since 1996 has been creating 

policies that aim to facilitate the formalization and development of micro and small 

businesses.  

An important policy in this regard occurred with the publication of 

Complementary Law 128/2008, which established the creation of the Individual 

Microentrepreneur Program, a large scale formalization program effectively 

implemented in Brazil in 2009, aiming to reach entrepreneurs with up to one employee. 

The program was developed to strengthen productive and social inclusion by means of 

incentives through the following main benefits: reduction of bureaucracy, 

microentrepreneurs must declare revenue once a year; there are no registration fees; 

there is a reduction of taxes; with an exemption of federal taxes Income Tax (IR), Social 

Integration Program (PIS), Contribution for Social Security Financing (COFINS), 

Social Contribution on Net Profits (CSLL), and Industrial Products Tax (IPI)) through 

automatic adherence to SIMPLES; reduction of the minimum contribution to social 

security, with a fixed rate of 5% of the minimum wage, guaranteeing social security 

coverage; access to banking services; and access to free services and technical support.       

The requirements to become an Individual Microentrepreneur (MEI) are: to earn 

up to R$60 thousand per year and not have partner or owner shares in other companies. 

Therefore, small entrepreneur registration can also encompass people in conditions of 

extreme poverty and poverty (monthly income of up to R$70 per person and monthly 

income between R$70 and R$140 per person, respectively, according to the Bolsa 

Família Program classification).    

According to the statistics on the MEI website, the accumulated total of 

registered was 771.7 thousand in December of 2009 and 4.6 million in 2014.
6
 Despite 

the significant growth of MEI, the default rate is high, around 50% didn’t pay the fixed 

cost in 2014, raising questions about the program’s efficacy.
7
   

 

 

 

                                                           
6
 See http://www.portaldoempreendedor.gov.br/estatistica/lista-dos-relatorios-estatisticos-do-

mei. 
7
 For more details see:  

http://www.sebrae.com.br/Sebrae/Portal%20Sebrae/UFs/RJ/Menu%20Institucional/SEBRAE_E

MP_jul14_5_anos_MEI_RJ.pdf. 
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2.3. Microentrepreneurship and Productive Inclusion of the Poor 

In 2011, microcredit was incorporated into the framework of the Brazil Without 

Extreme Poverty Plan (Plano Brasil Sem Miséria
8
 in portuguese), creating the 

Microcredit Program “Crescer”, in order to encourage micro entrepreneurs raising their 

standard of living, generating jobs and income. In combination with the MEI Program, 

in the Brazil Without Extreme Poverty Program there are incentives for 

entrepreneurship through easier banking access and through greater coordination among 

banks and financial organizations that operate in the PNMPO, offering increased lines 

of credit. Additionally, through the Brazil Without Extreme Poverty Plan’s Urban 

Productive Inclusion strategy, the MDS, in partnership with the Brazilian Micro and 

Small Business Support Service (SEBRAE), offers technical support, training, and 

entrepreneur formalization for families registered in the CadÚnico. In this manner, as 

described on the MDS website, training prepares and stimulates the expansion and 

strengthening of the small businesses of these entrepreneurs, guaranteeing technical 

advice and the advantages of formalization though MEI. Therefore, the MEI program 

and the Crescer Program are complementary in the Brazil Without Extereme Poverty 

Program’s strategy of productive inclusion.  

From September 2011 to April 2014 the Crescer Program made 9.4 million 

transactions
9
, among them 4.7 million (around 50% of total transactions) were made by  

people registered in the CadÚnico. Among those registered, 3.2 million (around 34% of 

total transactions) were also beneficiaries of the Bolsa Família Program (BFP). Thus, at 

least half of the operations of this program covered people under or near the poverty 

condition, since the CadÚnico and BPF intend to cover people in extreme poverty and 

poverty. Nevertheless, since these data covers only three years and comparing to the 

number of people registered in the CadÚnico and in the BFP (86.3 million and 47.2 

million in April 2014, respectively, according to the Ministry of Social Development 

and Agrarian), the coverage of the Crescer Program on the Bolsa Família Program is 

still very low.  

It is worth highlighting that, in this process, the formalization of those registered 

in CadÚnico is a priority, mainly for those who are beneficiaries of the Bolsa Família 

Program. Therefore, the strategy for fighting poverty encompasses greater incentives 

and training for entry into the world of work and entrepreneurship. However, people 

registered in the CadÚnico and in the BFP are not the majority among those registered 

in IMP: in July 2015, among the MEI, only 29% were enrolled in CadÚnico and only 

12% were BFP beneficiaries. 

Moreover, approximately 3% of the CadÚnico members and 1% of the BFP 

beneficiaries are registered in the MEI. As CadÚnico and BFP aim to cover people in 

extreme poverty and poverty, it is possible to infer that there is still some room for 

strengthening the efforts on productive inclusion of the poor. 

                                                           
8
 The Brazil Without Extreme Poverty Plan was created in 2011 as an expansion of the Bolsa 

Família Program, to improve the ways to fight extreme poverty beyond income transfer. The Plan has 

operations in three areas: income security, access to public services and productive inclusion.  

9 The transactions covered individuals registered as MEI as well as individuals not registered as 

MEI. 
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Table 1 – Total Amount of People Registered in MEI, Amount of People Registered in MEI and in CadÚnico, 

and Amount of People Registered in MEI and Who Are Beneficiaries of Bolsa Família, July 2015. 

 

Regions Total MEIs 
MEI in 

CadÚnico 

MEI with 

Bolsa Família 

Center-West  470,673 141,740 45,215 

North  296,487 113,663 57,689 

South  777,037 174,428 53,660 

Northeast  1,034,863 484,396 247,391 

Southeast  2,648,969 589,746 238,730 

BRAZIL TOTAL 5,228,029 1,503,973 642,685 

  Source: MDS. Elaborated by the authors. 

 

 

3. Review of the Literature About Microcredit and Formalization with the 

MEI Program in Brazil  

 

3.1.Microcredit  

The granting of credit for people living in poverty is not a recent activity, and there is 

a history of several similar initiatives for microcredit [Guinnane (2002), Helms (2006), 

Soares (2014)]. However, as of the 1970s, experimental programs were created offering 

small loans to groups of women to invest in microenterprises, thus formalizing and 

institutionalizing microcredit, with the pioneers Grameen Bank in Bangladesh, 

ACCION International in Latin America, and the Self-Employed Women’s Association 

Bank in India (Helms, 2006).   

Grameen Bank, created by Professor Muhammad Yunus, was the main pioneer, 

popularizing and alerting the world to the possible potential of microcredit in the fight 

against poverty. Grameen created new methodologies in the granting of microcredit that 

became established and were amply used by other institutions (Neri et al, 2008). Yunus 

(2009) emphasizes that microcredit has the capacity to transform lives by allowing 

people to develop their natural entrepreneurial potential and thereby overcome poverty 

on their own. In addition, Yunus (2009) affirms that poor people need more credit than 

professional training, since they possess natural skills that are constrained by the lack of 

capital. However, empirical evidence does not necessarily confirm these affirmations.   

First, it may be expected that poor people are not able to tolerate risk and the lack of 

human capital, and connections can make it difficult to build a successful enterprise 

(Banerjee, 2013). In addition, in pioneering microcredit experiments the focus was 

centered on credit for microentrepreneurship, but there is a growing recognition that not 

all poor people are or want to be entrepreneurs, and yet they still may need credit 

(Helms, 2006). Poor people are often self-employed not because of a life objective, but 

for lack of options (Banerjee, 2013).   
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The literature about microcredit has been using more and more random experiments 

to identify causal relations. With regard to the relation between microcredit and the 

development of microenterprises, Banerjee (2003), analyzing the evidence of the 

literature, affirms that the availability of credit with reasonable prices leads to the 

creation or expansion of businesses. On the other hand, Karnani (2007) considers that, 

despite microcredit’s forming entrepreneurs, most microcredit clients remain in 

activities at the level of subsistence, with the potential to become competitive.    

Relating microcredit and professional training, Berge et al (2015) found evidence 

that financing is restricted for entrepreneurs, but the combination of financing and 

professional training is more effective in microenterprise performance than when only 

one of them occurs. However, Banerjee (2013) observes that the results of the 

respective literature are ambiguous, and, therefore, more studies are necessary.  

Other critiques related to microcredit cover the questionable capacity to effectively 

fight poverty, whether it is really a tool for social protection, and whether it is capable 

of promoting economic and social development in countries. (Soares, 2014).  

In the case of Brazil, the microcredit literature evaluating causal impacts is scarce, 

but, in general, they point to an improvement in the economic performance of 

microentrepreneurs. Buchmann and Neri (2008) evaluate the economic performance of 

CrediAmigo clients through a difference in differences analysis, comparing economic 

variables before and after entering the program. The authors have found evidence that 

there is an improvement in the economic performance of microcredit clients between 

the first and last loan. The revenue and profit growth rates were 35%. In addition, for 

CrediAmigo clients the difference between women’s and men’s profits decreases when 

compared to the control group of non-clients. However, the article does not analyze 

impacts of microcredit on poverty.    

Neri (2012) makes a comparison between CrediAmigo and the Bolsa Família 

Program (BFP), analyzing the initial position of BFP clients and beneficiaries and their 

final position in 2011. The article demonstrates that, despite the fact that BFP 

beneficiaries presented initial and final entrepreneurship indicators which were lower 

than those of CrediAmigo clients, the beneficiaries present a greater revenue and profit 

percentage increase. In addition, comparisons among assets demonstrate that there is a 

greater potential for BFP beneficiaries to leverage their businesses.   

Although the literature about microcredit in Brazil points to a better economic 

performance by microcredit clients, they do not analyze whether this improvement in 

performance is enough for families to overcome poverty.  

 

3.2.Formalization and the MEI Program  

The evaluation of the effects of the MEI Program conforms to studies of policies that 

aim to facilitate training, whether by analyzing the effects on the decision to formalize, 

or by analyzing the effects on the creation of new enterprises. 

Fajnzylber et al (2011) analyze the decision to formalize on the part of firms, 

considering the effects of tax reductions and the simplification of tax collection with the 
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SIMPLES program in Brazil. The program led to an increase of micro-firms registration 

between 6.3% and 5.7%. However, SIMPLES does not appear to have a permanent 

impact, which could be due to the design of the program or the discontinuity of the 

information campaign after the introduction of the program.  Moreover, the results 

suggest that credit does not appear to be the channel through which registered firms 

increase performance. 

Bruhn (2011) brings evidence based on the analysis of a reform to simplify 

regulations for the entry of companies in Mexico. The author estimates that the number 

of registered companies increased 5% in eligible companies. This increase was a result 

of the creation of new enterprises by new entrepreneurs, and not by the registration of 

informal companies. The author concluded that simplifying regulations is an efficient 

way to encourage entrepreneurship. 

In relation to specific literature about MEI, the studies are still scarce, but, in general, 

the available results also do not demonstrate large positive effects. Rocha et al (2014) 

analyze the impact of the IMP on firm creation and formalization estimating (i) the 

effects of eliminating regulatory entry costs on firm creation and formalization and (ii) 

the effects of reducing the tax burden on the creation of formal firms and on the 

formalization of existing informal ones. The results show that the IMP effect is more 

relevant for formalization of informal business than for creation of formal firms. 

Moreover, the effects increase monotonically moving from the lowest to the highest 

income quartile.  

Corseuil et al (2014) evaluate the impact of MEI on the promotion of 

entrepreneurship and on the decision to formalize. The authors demonstrate that there is 

no evidence of a change in the pattern of individuals in other occupations moving in the 

direction of entrepreneurship, and it may have had an effect on the reduction in scale of 

existing entrepreneurs to meet the requirements of MEI. In relation to the decision to 

formalize, the effect may have had a positive result, but it is not clear whether the effect 

is induced by the program or a result of the tendency of previous years. Another 

collateral effect identified by the authors is the possible use of some MEI companies to 

substitute a relation of wage labor for one of outsourcing or service provision. This 

collateral effect is also identified as a possibility in the analysis by Oliveira (2013).   

The causes for the possible rigidity in the decision to formalize on the part of 

microentrepreneurs also need more studies and evidence. Oliveria and Forte (2014) 

observe, in an administration of a questionnaire to informal entrepreneurs in the city of 

Fortaleza, Ceará, that, among the factors cited in the literature, the main reasons listed in 

the decision not to become formal were a lack of orientation by public organs, a high 

registration cost, a lack of support by accountants, and the levying of undue taxes.  

In relation to the MEI Program’s social inclusion, Corseuil et al (2014) find that the 

program may have had a positive effect on the decision by individual entrepreneurs to 

contribute to social security. Constanzi et al (2011) demonstrate that after the creation of 

MEI there was an increase in the percentage of self-employed workers who contribute 

to social security, however this increase may not necessarily be associated with the MEI 

program directly. Therefore, if the efforts really bring positive impacts on the increase 
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of social security coverage, this would translate into more social protection for 

entrepreneurs. Nevertheless, more studies are necessary to analyze these impacts.     

Another way to evaluate the MEI Program’s social inclusion is to analyze whether 

the program is reaching the poorest population. The literature dealing with this aspect is 

practically nonexistent. A study by SEBRAE (2015) that analyzes the profile of 

individual microentrepreneurs (MEI) demonstrates a low share of people with low 

income. According to the research, microentrepreneurs are concentrated in the middle 

and upper classes (per capita family income of R$358,01 or above), with 90.3% of the 

total. While in the lower classes the concentration is 0% of extremely poor people (per 

capita family income of up to R$100,00), 0.9% of poor people (per capita family 

income of R$100.01 to R$199.00), and 8.8% of vulnerable people (per capita family 

income of R$199.01 to R$358.00).            

With respect to the relation between formalization through the MEI program and 

access to credit, available research is also scarce. The SEBRAE (2015) study 

demonstrates that of the microentrepreneurs interviewed, 84% did not ask for a loan, 

and of those who did, 55% were able to obtain credit. In relation to the nature of the 

source of the loan, only 8% of the credit obtained was from microcredit institutions, 6% 

was from credit cooperatives, which would be institutions that theoretically would cover 

the lower classes more, and 87% from commercial banks. In addition, analyzing the 

main reason for formalization, only 1% of the individual microentrepreneurs (MEI) 

interviewed cited obtaining credit as a main reason. Therefore, looking at this 

information altogether, it is possible to see the limitation of access to credit as a form of 

incentive for entrepreneurship. Considering the registry’s limitation in reaching lower 

classes, the low demand for credit and the low share of microcredit institutions and 

credit cooperatives, it is possible to suggest that credit is not a recurring incentive for 

productive inclusion mainly for the lower classes. 

 

 

4. Data and Methodology 

4.1.Source of Data and Variables of Analysis  

The source of data used in the empirical model of this article is the 2014 

National Household Sample Survey by the Brazilian Institute of Geography and 

Statistics (PNAD/IBGE). In this year there was a supplementary questionnaire in PNAD 

devoted to microentrepreneurship. Through this supplement it was possible to have 

access to information about enrollment in the MEI program and the use of SIMPLES on 

the part of microentrepreneurs with up to one employee, and also about monthly income 

and the demand of microentrepreneurs with up to five employees for microcredit and 

technical assistance. A supplement was also employed with questions about the 

CadÚnico.      

To create the variable of enrollment in the MEI program, a binary variable was 

defined indicating whether the microentrepreneur with up to one employee is registered 

or not as an individual microentrepreneur (MEI), that is, whether he or she is formalized 
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or not. In the same manner, a binary variable was created to identify whether the 

microentrepreneur uses SIMPLES to pay social security (INSS) or taxes. In the case of 

microentrepreneurs with up to five employees, binary variables were also created to 

identify whether they sought microcredit, whether they were able to obtain it, and 

whether they had access to technical assistance.  

Other variables in the profile of microentrepreneurs were selected for analysis: 

sex (man or woman), color (1. white and yellow and 2. black, brown, and indigenous), 

level of education (illiterate, incomplete primary education, complete primary 

education, incomplete secondary education, complete secondary education, incomplete 

higher education, and complete higher education), area of residence (urban and rural), 

and region (North, Northeast, Central-West, Southeast, South).      

The continuous explanatory variables are age and age squared (a proxy for 

individual experience) and work income. In the case of identifying the monthly work 

income in Brazilian currency (BRL), this data is available in the supplement for 

microentrepreneurs with up to five employees. To evaluate and identify poverty, a 

binary variable was created in order to verify whether the household has someone who 

had already been interviewed at CadÚnico. Finally, per capita household income by 

income bracket was used to create a binary variable for households that earned up to 

one-fourth of the current minimum wage (R$180).  

 

4.2.Descriptive Analysis 

 

4.2.1. Demand for Microcredit and Technical Assistance 

Despite institutional efforts and the growing resources intended for microcredit, 

according to the PNAD/IBGE, 4.5% of microentrepreneurs sought microcredit in 2014, 

which was very little. By comparison, according to the survey of Urban Informal 

Economy from IBGE, this total percentage is lower than in 2003, which was equivalent 

to 5.9% (Fontes and Pero, 2011). For those who sought microcredit, for all categories 

there was a high acceptance on the part of financial institutions: between 88.3% and 

90.1% of microentrepreneurs were able to obtain credit.    

As can be seen in Table 2, among microentrepreneurs with up to 1 employee, 

14.9% of those who are registered as individual microentrepreneurs (MEI) sought 

credit, while among the non-registered, only 2.5% sought it. Among the entrepreneurs 

with 2 to 5 employees, 12.5% sought credit. 

With respect to technical assistance, it is possible to observe that the percentage 

of people who received this service is low (2.8%). Among individual 

microentrepreneurs (MEI), despite the program’s incentives to grant assistance, only 

10.8% received this service. In other categories the percentage is even lower, varying 

between 1.5% of microentrepreneurs with up to 1 employee and 7.5% of 

microentrepreneurs with 2 to 5 employees. 
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Table 2 – Microentrepreneur Demand for Credit and Technical Assistance, Brazil, 2014  

 

Demand for credit and 

assistance (absolute 

numbers) 

Self-Employed and 

Employers with up to 1 

employee 

Self-Employed and 

Employers with 2 to 5 

employees 

Total number of 

microentrepreneurs 

 

MEI Not MEI 
  

Sought credit 

  
  

Yes 273,442 402,226 175,581 851,249 

No 1,567,287 15,384,396 1,231,173 18,182,856 

Obtained credit 
    

Yes 243,151 362,228 155,086 760,465 

No 30,291 39,998 20,495 90,784 

Received assistance 
    

Yes 199,377 235,367 105,313 540,057 

No 1,641,352 15,551,255 1,301,441 18,494,048 

Total 1,840,729 15,786,622 1,406,754 19,034,105 

Percentage of 

microentrepreneurs 

who need credit and 

assistance 

Self-Employed and 

Employers with up to 1 

employee 

Self-Employed and 

Employers with 2 to 5 

employees 

Total number of 

microentrepreneurs 

 

MEI Not MEI 
  

Sought credit 14.9% 2.5% 12.48% 4.47% 

Obtained credit 88.9% 90.1% 88.3% 89.3% 

Received assistence 10.8% 1.5% 7.5% 2.8% 

Source: PNAD. Elaborated by the authors. 

 

 

4.2.2. Characteristics of Microentrepreneurs  

Table 3 presents the profile of microentrepreneurs in Brazil in 2014. It can be 

verified, first, that the average education of the total number of microentrepreneurs is 

8.3 years of study, being greater for those with 2 to 5 employees (10.5 years of study). 

For microentrepreneurs with up to 1 employee it is greater among those registered as 

individual microentrepreneurs (9.9 years of study) in comparison with those who are not 

registered (8.0 years of study). In fact, the proportion of MEIs with an incomplete 

primary education (20.3%) is considerably less than for microentrepreneurs with up to 1 

employee who are not registered (34.3%). For the greater levels of education, the 

relation is inverted: for MEIs there is a greater proportion of people with some level of 

higher education when compared to non-registered microentrepreneurs with up to 1 

employee.    

With respect to age, in all categories the age is similar, with an average between 

42.4 and 44.2 years old, and the greater part of each type of category is between 25 and 

49 years old. Considering regional differences, it can be verified that MEIs are more 

urban and metropolitan than non-registered microentrepreneurs and are more 

concentrated in the richest regions, the Southeast and South, with 48.9% and 20.2%, 

respectively. This characteristic is also present among microentrepreneurs with 2 to 5 

employees, but with a slightly smaller concentration in the Southeast in comparison 
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with MEIs. Among non-registered microentrepreneurs with up to 1 employee, the 

greatest concentration is in the Northeast region, the poorest in the country, with 27.5%.     

The average income of MEIs is 52% greater than that of non-registered 

microentrepreneurs with up to 1 employee. In fact, in every quintile the MEIs have a 

higher average income. In addition, the category has a smaller percentage of households 

living in poverty, with 0.2%, while among non-registered microentrepreneurs with up to 

1 employee this percentage is 2.5%. In relation to microentrepreneurs with 2 to 5 

employees, the average income is higher than that of non-registered microentrepreneurs 

with up to 1 employee, and they have the least percentage of people living in poverty 

(0.1%).    

Another indicator of poverty is the variable of attempted enrollment in the 

CadÚnico. The category that has the greatest percentage of households which attempted 

to enroll is that of non-registered microentrepreneurs with up to 1 employee, with 

29.6%. While for MEIs and microentrepreneurs with 2 to 5 employees this percentage is 

16.2% and 9.1% respectively, percentages below that presented by the total number of 

microentrepreneurs, with 26.9%. 

Finally, another important information to demonstrate whether MEIs benefit 

from the advantages of formalization is whether the person pays social security through 

SIMPLES. According to the data, 86.1% of MEIs use SIMPLES, benefitting from the 

right to an exemption from and reduction of taxes, and to a smaller contribution rate for 

social security.  

In sum, the comparison of registered and non-registered microentrepreneurs with 

up to 1 employee demonstrates some discrepancies between the groups. Registered 

microentrepreneurs (MEI) have more education, a greater share in richer regions, a 

higher income, and a smaller percentage of households in poverty. Therefore, new 

formalization strategies should take into account ways of reaching the most vulnerable 

public.     
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Table 1 – Characteristics of Microentrepreneurs, Brazil, 2014 

  

Self-Employed and 

Employers with up to 1 

employee 

Self-Employed and 

Employers with 2 to 5 

employees 

Total number of 

microentrepreneurs 

 

MEI Not MEI 
  

Average education (years) 9.9 8.0 10.5 8.3 

Level of education 
    

No education or less than 1 year 

of study 
1.8% 7.6% 2.5% 6.7% 

Incomplete primary education 20.3% 34.1% 16.9% 31.5% 

Complete primary education 18.1% 18.1% 14.7% 17.8% 

Complete secondary education 35.6% 25.0% 30.7% 26.5% 

Some higher education 24.1% 15.2% 35.2% 17.5% 

 
    

Average age (years) 42.4 43.7 44.2 43.6 

Age group     
15-24 4.4% 7.4% 2.8% 6.7% 

25-49 67.4% 57.8% 65.1% 59.3% 

50 and older 28.1% 34.5% 32.1% 33.8% 

     
Area of residence     
Rural 4.4% 9.1% 4.4% 8.3% 

Non-metropolitan urban 61.8% 58.5% 65.4% 59.4% 

Metropolitan 33.8% 32.6% 30.2% 32.6% 

     
Region     
North 4.2% 9.7% 5.8% 8.9% 

Northeast 17.4% 27.5% 17.8% 25.8% 

Southeast 48.9% 42.0% 46.1% 43.0% 

South 20.2% 12.8% 22.2% 14.2% 

Center-West 9.3% 7.8% 8.1% 8.0% 

     
Average wage (R$) 2,449 1,611 1,660 1,902 

Average income per quintile of 

income     

1 769 298 544 311 

2 1,387 717 831 769 

3 1,945 1,063 1,082 1,257 

4 2,801 1,714 1,611 2,124 

5 5,896 4,605 4,848 5,538 

     

Households with per capita 

income below the official BFP 

poverty line (%) 

0.2% 2.5% 0.1% 2.1% 

Attempted to enroll in CadÚnico 

(%) 
16.2% 29.6% 9.1% 26.9% 

 
    

SIMPLES 86.1% - - 8.3% 

     
Total number of entrepreneurs 1,840,729 15,786,622 1,406,754 19,034,105 

Source: PNAD. Elaborated by the authors. 
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4.3. Model 

In order to estimate the effect of the formalization of microentrepreneurs on the 

receipt of microcredit, the empirical equation adopted is as follows: 

 

𝑦 =  𝛽0 + 𝛽1𝐹𝑜𝑟𝑚𝑎𝑙 +  𝛽1𝑀𝑎𝑛 +  𝛽2𝑊ℎ𝑖𝑡𝑒 + 𝛽3𝐴𝑔𝑒 + 𝛽4𝐴𝑔𝑒2 +

 𝛽5𝐸𝑑𝑢𝑐𝑎𝑡𝑖𝑜𝑛 + 𝛽6𝑈𝑟𝑏𝑎𝑛 +  𝛽7𝑅𝑒𝑔𝑖𝑜𝑛 + 𝛽8𝐼𝑛𝑐𝑜𝑚𝑒 + 𝑢       (1) 

 

Where y is a binary variable indicating whether the microentrepreneur received 

credit or not; Formal is the binary variable indicating whether the microentrepreneur is 

registered (MEI) or not; Man is the binary variable indicating whether the 

microentrepreneur is a man or not; Age is the continuous variable indicating age and 𝛽4 

indicating age squared; Education is a dummy for levels of education; Urban is a binary 

variable indicating whether the microentrepreneur is urban or not; Region is a dummy 

for regions of Brazil; and 𝛽8 𝐼𝑛𝑐𝑜𝑚𝑒 is the variable of work income. 𝛽𝑖 is the 

coefficient of each variable and  𝑢 is the error.  

In order to evaluate whether microcredit is covering the poorest 

microentrepreneurs relatively more, it is interesting to estimate a model considering 

variables directly tied to poverty. To this end, first a variable is included in the equation 

to identify whether microentrepreneurs who attempted to enroll in the CadÚnico are 

more likely to receive microcredit.   

 

𝑦 =  𝛽0 + 𝛽1𝐹𝑜𝑟𝑚𝑎𝑙 +  𝛽2𝐶𝑎𝑑ú𝑛𝑖𝑐𝑜 +  𝛽3𝐹𝑜𝑟𝑚𝑎𝑙 ∗ 𝐶𝑎𝑑ú𝑛𝑖𝑐𝑜 +  𝛽4𝑀𝑎𝑛 +

 𝛽5𝑊ℎ𝑖𝑡𝑒 +  𝛽6𝐴𝑔𝑒 + 𝛽7𝐴𝑔𝑒2 +  𝛽8𝐸𝑑𝑢𝑐𝑎𝑡𝑖𝑜𝑛 + 𝛽9𝑈𝑟𝑏𝑎𝑛 +  𝛽10𝑅𝑒𝑔𝑖𝑜𝑛 +

𝛽11𝐼𝑛𝑐𝑜𝑚𝑒 + 𝑢               (2) 

 

 

 Another way to consider variables related to poverty is to add a binary variable for 

poor entrepreneurs, that is, equal to one for households with a per capita income below 

the poverty line (in this case, for households with a per capita household income of up 

to R$180). 

 

𝑦 =  𝛽0 + 𝛽1𝐹𝑜𝑟𝑚𝑎𝑙 +  𝛽2𝑃𝑜𝑜𝑟 +  𝛽3𝐹𝑜𝑟𝑚𝑎𝑙 ∗ 𝑃𝑜𝑜𝑟 +  𝛽4𝑀𝑎𝑛 +

 𝛽5𝑊ℎ𝑖𝑡𝑒 +  𝛽6𝐴𝑔𝑒 + 𝛽7𝐴𝑔𝑒2 +  𝛽8𝐸𝑑𝑢𝑐𝑎𝑡𝑖𝑜𝑛 + 𝛽9𝑈𝑟𝑏𝑎𝑛 +  𝛽10𝑅𝑒𝑔𝑖𝑜𝑛 +

𝛽11𝐼𝑛𝑐𝑜𝑚𝑒 + 𝑢          (3) 

 

A possible method to estimate the average marginal effects of the probability of 

the dependent variable being equal to one, according to whether an independent variable 

is altered, is the traditional Ordinary Least Squares (OLS). However, according to 

Cameron and Trivardi (2005), this method is flawed because it may obtain Xi 𝛽 

predicted probabilities that may be negative or exceed one. In practice, it is a good 
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guide for evaluating which variables are significant. The OLS in this case should have 

the standard errors corrected for heteroscedasticity.  

Although the OLS is useful, the Probit model is better for estimating equations 

with binary dependent variables (Cameron, 2005). Thus, the coefficients in this article 

will be estimated with the Probit model, allowing us to verify the marginal effect of the 

change in variations of independent variables in the conditional probability of people 

having received microcredit. The Probit model can be described according to 

Wooldridge (2010):    

P(y = 1|x) =  𝐺(𝑥𝛽) ≡ 𝑝 (𝑥) 

 

Where 𝑥β =  β
0

+  β
1

x1 +  β
2

x2 + ⋯ +  β
k

xk e 𝐺(𝑧) =  Φ (z)  ≡ ∫ ∅ (𝑣)d𝑣
z

−∞
, in 

which ∅ (𝑧) is the standard normal density ∅ (𝑧) = (2π)−1/2 exp (−z2/2). 

 

In order to interpret the coefficients, the partial effect of x in p(x), in the case of 

continuous β
j
, is given by: 

 

𝜕𝑝(𝑥)

𝜕𝑥𝑗
= 𝑔 (𝑥β)β

j 
,   

where 𝑔(𝑧) ≡
𝑑𝐺

𝑑𝑧
(𝑧). 

 

In the case of discrete β
j
, the effect on the probability of xk going from ck to ck +

 1 (in the case of a binary variable going from zero to one) is: 

 

G[β
0

+ β
1

x1 +  β
2

x2 + ⋯ + β
k−1

xk−1 + β
k

(ck + 1)] − G( β
0

+ β
1

x1 +  β
2

x2 + ⋯

+ β
k−1

xk−1 +  β
k

ck). 

 

It is worth remembering that in these models possible problems in the estimation 

can persist. As an example, non-observed variables can influence to some extent the 

independent variables. Therefore, independent variables that are correlated with non-

observed variables may have a part of their coefficients also reflecting the effects of the 

latter.  
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5. Results 

 

5.1 Effects of Microentrepreneur Formalization on the Receipt of 

Microcredit  

The results of equation (3) estimated by the Probit model
10

 are presented in 

Table 4, demonstrating the effects of formalization (MEI) and control variables in the 

probability of receipt of microcredit, that is, people who needed and received 

microcredit. In column (A) the result is presented only for the variable of interest, MEI. 

In column (B) control variables are added such as sex, color, age, and level of 

education. Finally, in column (C) the control variables of income and region are added. 

The marginal effects are presented in Table 7 in the Appendix.    

As the results demonstrate, the MEI variable has a positive and significant 

expected effect on the probability of having received microcredit for all of the 

specifications. When we include control variables the MEI effect decreases, but it 

remains positive and significant. This means that the probability of a person having 

received microcredit, other factors remaining constant, increases 0.106
11

 when the 

person is a microentrepreneur registered as MEI. It is worth highlighting that it is the 

variable with the greatest effect on the model (except for the constant).  

In relation to the control variables, being a man has a negative and significant 

effect on the probability of having received microcredit. This may suggest that there 

was a little more prioritization of women in the granting of microcredit. The White, Age, 

Urban, and Income variables, on the other hand, have a positive and significant effect. 

The Age variable, despite having a positive effect, presents a negative and significant 

sign when squared, which means that the effects have a smaller increase as a given age 

passes.  

The education variables have a positive and significant effect on the probability 

of receiving credit. With respect to regions, as expected, the Northeast region has the 

greatest effect, confirming its status as the region that most receives microcredit in 

Brazil. Taking into account that the omitted region is the North, the Southeast and 

Center-West regions have a negative effect, while the South region has a positive effect.   

 

 

 

 

 

 

 

 

 

                                                           
10

 See the results of the OLS model in the appendix. 
11

 See the results of the Marginal Effects in Table 5 (In the appendix). 
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Table 2 – Effects of Microentrepreneur Formalization on the Receipt of Microcredit, Brazil, 2014.  

Probit (A) (B) (C) 

Variables 

Received 

Microcredit 

Received 

Microcredit 

Received 

Microcredit 

        

MEI 1.400*** 1.354*** 1.369*** 

 

(0.00126) (0.00130) (0.00132) 

Man 

 

-0.0198*** -0.0384*** 

  

(0.000935) (0.000961) 

White 

 

0.00651*** 0.0387*** 

  

(0.000735) (0.000715) 

Age 

 

0.0371*** 0.0358*** 

  

(0.000214) (0.000215) 

Age
2
 

 

-0.000302*** -0.000290*** 

  

(2.53e-06) (2.53e-06) 

Incomplete Primary Education 

 

0.149*** 0.219*** 

  

(0.00276) (0.00281) 

Complete Primary Education 

 

0.283*** 0.350*** 

  

(0.00286) (0.00292) 

Complete Secondary Education 

 

0.241*** 0.286*** 

  

(0.00277) (0.00284) 

Complete Higher Education 

 

0.210*** 0.197*** 

  

(0.00292) (0.00307) 

Income (R$/month) 

  

2.79e-05*** 

   

(1.09e-07) 

Urban 

  

0.144*** 

   

(0.00166) 

Northeast 

  

0.284*** 

   

(0.00200) 

Southeast 

  

-0.136*** 

   

(0.00203) 

South 

  

0.0249*** 

   

(0.00219) 

Center - West 

  

-0.0513*** 

   

(0.00250) 

Constant -2.517*** -3.678*** -3.919*** 

 

(0.000488) (0.00501) (0.00537) 

    Observations 89,199,292 89,199,292 89,199,292 

    Pseudo R2  0.1125 0.1254 0.1449 

Wald chi2(k)  1,225,461.31 1,368,471.10 1,571,550.95 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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5.2 Effects of Microentrepreneur Formalization and Poverty Variables 

on the Receipt of Microcredit  

  To evaluate whether microcredit is reaching the poorest people and poorest 

microentrepreneurs relatively more or less, in Table 5 variables related to poverty are 

added.
12

 The added variables are a dummy for people interviewed at CadÚnico, which 

is a proxy for people living in poverty, in columns (B) and (D). And also a dummy for 

people with a per capita household income of up to R$180 in columns (C) and (E). The 

two variables are also placed with interaction with the MEI variable to evaluate their 

joint effect with formalization. The marginal effects are presented in Table 8 in the 

Appendix. 

The results of Table 5 demonstrate that the effect of the MEI variable remains 

the most positive and significant (except for the constant) for all of the specificities. For 

the specification that includes interviewees at CadÚnico, the effects of the MEI variable 

are smaller in comparison with the effects in Table 4, while compared to the 

specification that includes people with a per capita household income of up to R$180 

they are a little greater.     

The variable of CadÚnico interviewees has a positive and significant sign, 

indicating that people who were interviewed to try to enter CadÚnico are more likely to 

have received microcredit compared to those who were not interviewed. The interaction 

between interviewees at CadÚnico and people registered as individual 

microentrepreneurs (MEI) also presents a positive and significant effect. Thus, if the 

person was interviewed by CadÚnico and is registered as an individual 

microentrepreneur (MEI), the probability of having received microcredit is even greater. 

For the variable of per capita household income of less than R$180, the effect is 

negative and significant in the specification of column (E), that is, people living in 

poverty or extreme poverty have a lower probability of having received microcredit in 

comparison to people in higher income brackets. The interaction with formalization also 

results in a negative effect, which means that, in unexpected fashion, if a person is 

living in poverty or extreme poverty and is also registered as an individual 

microentrepreneur (MEI), the probability of the person having received microcredit is 

even less. 

 

 

 

 

 

 

                                                           
12

 See the results of the OLS model in columns B and C of Table 6 (in the Appendix). 
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Table 3 – Effects of Microentrepreneur Formalization and Poverty Variables  in the Receipt of Microcredit, 

Brazil, 2014.  

Probit (A) (B) (C) (D) (E) 

Variables 

Received 

Microcredit 

Received 

Microcredit 

Received 

Microcredit 

Received 

Microcredit 

Received 

Microcredit 

      MEI 1.402*** 1.292*** 1.357*** 1.302*** 1.373*** 

 

(0.00128) (0.00147) (0.00131) (0.00149) (0.00133) 

CadÚnico Interviewee 

 

0.0801*** 

 

0.0271*** 

 

  

(0.00116) 

 

(0.00117) 

 MEI* CadÚnico Interviewee 

 

0.364*** 

 

0.372*** 

 

  

(0.00320) 

 

(0.00322) 

 Per capita Household Income 

below R$180 

  

-0.00143 

 

-0.0620*** 

   

(0.00311) 

 

(0.00315) 

MEI* Per capita Household Income 

below R$180 

  

-0.323*** 

 

-0.416*** 

   

(0.0193) 

 

(0.0194) 

Man 

 

-0.0146*** -0.0187*** -0.0360*** -0.0383*** 

  

(0.000944) (0.000945) (0.000971) (0.000972) 

White 

 

0.0102*** 0.000644 0.0368*** 0.0332*** 

  

(0.000751) (0.000773) (0.000744) (0.000754) 

Age 

 

0.0363*** 0.0366*** 0.0348*** 0.0351*** 

  

(0.000215) (0.000217) (0.000216) (0.000217) 

Age
2
 

 

-

0.000289*** 

-

0.000298*** 

-

0.000278*** 

-

0.000285*** 

  

(2.54e-06) (2.57e-06) (2.55e-06) (2.56e-06) 

Incomplete Primary Education 

 

0.188*** 0.171*** 0.247*** 0.239*** 

  

(0.00287) (0.00286) (0.00293) (0.00291) 

Complete Primary Education 

 

0.331*** 0.303*** 0.380*** 0.366*** 

  

(0.00297) (0.00297) (0.00304) (0.00302) 

Complete Secondary Education 

 

0.296*** 0.258*** 0.318*** 0.298*** 

  

(0.00290) (0.00289) (0.00298) (0.00295) 

Complete Higher Education 

 

0.272*** 0.224*** 0.223*** 0.199*** 

  

(0.00306) (0.00305) (0.00322) (0.00319) 

Income (R$/month) 

   

2.98e-05*** 2.96e-05*** 

    

(1.15e-07) (1.15e-07) 

Urban 

   

0.155*** 0.147*** 

    

(0.00168) (0.00167) 

Northeast 

   

0.289*** 0.294*** 

    

(0.00203) (0.00203) 

Southeast 

   

-0.132*** -0.141*** 

    

(0.00207) (0.00206) 

South 

   

0.0422*** 0.0335*** 

    

(0.00223) (0.00222) 

Center - West 

   

-0.0491*** -0.0569*** 

    

(0.00254) (0.00254) 

Constant -2.518*** -3.747*** -3.680*** -3.959*** -3.922*** 

 

(0.000494) (0.00512) (0.00509) (0.00551) (0.00544) 

      Observations 87,432,615 87,432,615 87,432,615 87,432,615 87,432,615 

      Pseudo R2  0.1132  0.1288 0.1258 0.1486 0.1467 

 Wald chi2(k)  1,206,676.12 1,362,107.98 1,344,099.22 1,563,207.08 1,551,455.46 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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The control variables in Table 5 have the same sign as in the previous table, and 

the coefficients are relatively similar. Finally, it is worth saying that the interpretation of 

the results should be done with caution, since there are possible problems, as already 

described in the previous section. However, despite these potential problems, it is 

possible to observe a certain robustness of the results to different specifications. 

Therefore, the results suggest, at least, tendencies in the relation between formalization 

and poverty variables with the receipt of microcredit. 

 

6. Conclusion 

The impact evaluation of MEI on formalization presented in the literature shows 

some efficacy on formalization of existing informal business but not on the creation of 

formal firms. Moreover, considering the Individual Micro Entrepreneurs (MEI), a high 

proportion do not pay the taxes and social contributions. For microentrepreneurs with 

low income and productivity who mainly serve nearby consumers, formalization may be 

less relevant for business performance. Thus, it seems that these microentrepreneurs are 

so small that formalization ends up not being worth it. These results suggest that the 

incentives generated by MEI to formalization could be enhanced to be more effective. 

Therefore, it is necessary to invest in an integrated support strategy to increase the 

entrepreneurs productivity, improving public policies effectiveness of micro 

entrepreneurship development. 

One way would be to better coordinate the formalization of microentrepreneurs 

with access to credit. The microcredit sector increased in the beginning of 2000s, 

although only 4.5% of the micro entrepreneurs had access to credit in 2014. Two 

institutions concentrated 96% of total number of loans: Crediamigo
13

 and Agroamigo 

(for rural entrepreneurs) from Brazilian Northeast Bank, which has 90% of public 

federal funds. Both institutions are part of the Crescer Program - National Microcredit 

Program of the Federal Government - one of the strategies of Brazil Without Extremely 

Poverty Plan to stimulate the productive inclusion of the extremely poor. However, 

considering one loan per person, the total number of loans represents only 6% of the 

Bolsa Família beneficiaries. 

This article estimates the effect of the formalization of MEIs on the probability 

of receiving credit. The results show a positive and significant effect on the probability 

of having received microcredit in all model specifications. This means that the 

probability of a microentrepreneur having received microcredit, other factors remaining 

constant, increases if he or she is registered as a MEI. It is worth highlighting that it is 

the variable with the greatest effect on the model about the probability of having credit.     

To analyze whether microcredit is reaching the poorest people relatively more, 

we included the effect of CadÚnico and of households with a per capita income below 

                                                           
13

 Crediamigo is considered the largest Productive Microcredit Program in South America. In 
2008 the number of borrowers of Crediamigo represented 43% of the total loans of the microfinance 
institutions, while in 2014 this proportion was 64%. See http://www.themix.org/mixmarket. 
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the poverty line. It was verified that having been interviewed for CadÚnico had a 

positive and significant sign, indicating that interviewees trying to enter CadÚnico are 

more likely to have received microcredit compared to those who were not interviewed. 

The interaction between interviewees at CadÚnico and people registered as MEI also 

presents a positive and significant effect. Thus, if the person was interviewed by 

CadÚnico and is registered as a MEI, the probability of having received microcredit is 

even greater.  

For the interaction of the variable of per capita household income below R$180 

with formalization via MEI results in a negative effect, which means that, in unexpected 

fashion, if a person is living in poverty or extreme poverty and is also registered as an 

individual microentrepreneur, the probability of the person having received microcredit 

decreases.  

In sum, the results reveal the importance of formalization with MEI in the 

increase of access to credit. Having been interviewed in CadÚnico increases the chance 

of having microcredit, but the interaction with poverty showed a negative result. Due to 

the still low access to credit and greater difficulty for poor microentrepreneurs, it seems 

important to maximize the effects of the integration of the programs.  

In this sense, the greatest challenge of any public policy on financial inclusion, 

which aims to increase the efficiency and productivity of low-income entrepreneurs, is 

its relationship with other policies designed in an integrated, convergent and 

complementary manner. Microcredit should be part of a broader set of measures, which 

mainly include strengthening the universal social policies, to fight effectively against 

poverty. Moreover, it is essential to take into account the risk involving the increasing 

household debt, since it can make people more vulnerable, and it is important to align 

the language of the content and implementation to different cultural realities and 

educational levels of potential beneficiaries of the programs.  The menu of services to 

be offered is great, ranging from specific technical assistance to legal aid, support for 

business development plans and access to new markets, to name a few.  
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Acronyms 

 

BFP - Bolsa Família Program  

BNDES - Brazilian Development Bank  

CadÚnico - Unified Registry for Social Programs  

CMN - National Monetary Council  

COFINS - Contribution for Social Security Financing  

CSLL - Social Contribution on Net Profits  

DIM - Microcredit Interbank Deposits 

IMPO - Institutions of Oriented Productive Microcredit  

INSS - National Institute of Social Security  

IPI - Industrial Products Tax  

IR - Income Tax  

MEI - Individual Microentrepreneur 

MTPS - Ministry of Labor and Social Security  

PCPP - Popular Productive Credit Program  

PIS - Social Integration Program  

PM - Microcredit Program  

PMC - BNDES Microcredit Program  

PNPMPO - National Program of Oriented Productive Microcredit  

SEBRAE - Brazilian Micro and Small Business Support Service  

SIMPLES - Integrated Micro and Small Business Tax and Contribution Payment 

System  
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Appendix  

Table 4 – Effects of Microentrepreneur Formalization and Poverty Variables on the Receipt of Microcredit (OLS), 

Brazil, 2014. 

OLS (A) (B) (C) 

VARIABLES 

Received 

Microcredit 

Received 

Microcredit 

Received 

Microcredit 

        

MEI 0.125*** 0.109*** 0.125*** 

 

(0.000250) (0.000260) (0.000253) 

CadÚnico Interviewee 

 

0.000446*** 

 

  

(1.97e-05) 

 MEI*CadÚnico Interviewee 

 

0.101*** 

 

  

(0.000823) 

 Per capita Household Income below R$180 

  

-0.00132*** 

   

(4.48e-05) 

MEI*Per capita Household Income below 

R$180 

  

-0.0559*** 

   

(0.00280) 

Man -0.00146*** -0.00143*** -0.00148*** 

 

(2.07e-05) (2.08e-05) (2.09e-05) 

White 0.000520*** 0.000453*** 0.000324*** 

 

(1.87e-05) (1.86e-05) (1.86e-05) 

Age 0.000398*** 0.000377*** 0.000397*** 

 

(3.77e-06) (3.76e-06) (3.77e-06) 

Age
2
 

-2.63e-

06*** -2.38e-06*** -2.69e-06*** 

 

(4.92e-08) (4.90e-08) (4.92e-08) 

Incomplete Primary Education 0.00394*** 0.00430*** 0.00425*** 

 

(4.02e-05) (3.95e-05) (3.96e-05) 

Complete Primary Education 0.00633*** 0.00672*** 0.00652*** 

 

(4.61e-05) (4.56e-05) (4.58e-05) 

Complete Secondary Education 0.00458*** 0.00503*** 0.00468*** 

 

(4.27e-05) (4.24e-05) (4.25e-05) 

Complete Higher Education 0.00121*** 0.00152*** 0.00109*** 

 

(5.24e-05) (5.27e-05) (5.27e-05) 

Income (R$/mês) 1.23e-06*** 1.32e-06*** 1.30e-06*** 

 

(6.88e-09) (7.29e-09) (7.28e-09) 

Urban 0.00238*** 0.00248*** 0.00238*** 

 

(2.57e-05) (2.56e-05) (2.57e-05) 

Northeast 0.00646*** 0.00654*** 0.00671*** 

 

(3.83e-05) (3.85e-05) (3.86e-05) 

Southeast -0.00289*** -0.00270*** -0.00293*** 

 

(3.32e-05) (3.35e-05) (3.34e-05) 

South 0.000166*** 0.000548*** 0.000360*** 

 

(4.05e-05) (4.09e-05) (4.09e-05) 

Center - West -0.00140*** -0.00134*** -0.00150*** 

 

(4.32e-05) (4.34e-05) (4.34e-05) 

Constant -0.0128*** -0.0133*** -0.0129*** 

 

(8.18e-05) (8.17e-05) (8.09e-05) 

    Observations 89,199,292 87,432,615 87,432,615 

R-squared 0.041 0.045 0.042 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 5 – Marginal Effects of Microentrepreneur Formalization on the Receipt of Microcredit 

(Probit), Brazil, 2014. 

dprobit (A) (B) (C) 

VARIABLES 

Received 

Microcredit 

Received 

Microcredit 

Received 

Microcredit 

        

MEI 0.126*** 0.110*** 0.106*** 

 

(0.000250) (0.000239) (0.000235) 

Man 

 

-0.000329*** -0.000580*** 

  

(1.56e-05) (1.46e-05) 

White 

 

0.000108*** 0.000580*** 

  

(1.22e-05) (1.07e-05) 

Age 

 

0.000615*** 0.000535*** 

  

(3.51e-06) (3.18e-06) 

Age
2
 

 

-5.01e-06*** -4.34e-06*** 

  

(4.16e-08) (3.77e-08) 

Incomplete Primary Education 

 

0.00270*** 0.00378*** 

  

(5.51e-05) (5.58e-05) 

Complete Primary Education 

 

0.00599*** 0.00716*** 

  

(7.58e-05) (7.91e-05) 

Complete Secondary Education 

 

0.00434*** 0.00476*** 

  

(5.46e-05) (5.28e-05) 

Complete Higher Education 

 

0.00424*** 0.00355*** 

  

(7.06e-05) (6.59e-05) 

Income (R$/mês) 

  

4.17e-07*** 

   

(1.70e-09) 

Urban 

  

0.00189*** 

   

(1.89e-05) 

Northeast 

  

0.00521*** 

   

(4.46e-05) 

Southeast 

  

-0.00201*** 

   

(2.94e-05) 

South 

  

0.000382*** 

   

(3.42e-05) 

Center - West 

  

-0.000727*** 

   

(3.35e-05) 

    Observations 89,199,292 89,199,292 89,199,292 

Robust standard errors in parentheses 

   *** p<0.01, ** p<0.05, * p<0.1 
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Table 6 – Marginal Effects of Microentrepreneur Formalization and Poverty Variables on the Receipt of 

Microcredit (Probit), Brazil, 2014. 

Dprobit (A) (B) (C) (D) (E) 

VARIABLES 

Received 

Microcredit 

Received 

Microcredit 

Received 

Microcredit 

Received 

Microcredit 

Received 

Microcredit 

            

MEI 0.126*** 0.0986*** 0.111*** 0.0938*** 0.106*** 

 

(0.000252) (0.000253) (0.000243) (0.000246) (0.000238) 

CadÚnico Interviewee 

 

0.00138*** 

 

0.000409*** 

 

  

(2.10e-05) 

 

(1.79e-05) 

 MEI*CadÚnico Interviewee 

 

0.00954*** 

 

0.00894*** 

 

  

(0.000124) 

 

(0.000116) 

 

Per capita Household Income below R$180 

  

-2.36e-05 

 

-

0.000854*** 

   

(5.12e-05) 

 

(4.02e-05) 

MEI* Per capita Household Income below 

R$180 

  

-0.00361*** 

 

-0.00372*** 

   

(0.000134) 

 

(9.08e-05) 

Man 

 

-

0.000241*** 

-

0.000310*** 

-

0.000539*** 

-

0.000574*** 

  

(1.56e-05) (1.58e-05) (1.46e-05) (1.47e-05) 

White 

 

0.000168*** 1.07e-05 0.000547*** 0.000492*** 

  

(1.24e-05) (1.28e-05) (1.11e-05) (1.12e-05) 

Age 

 

0.000598*** 0.000605*** 0.000516*** 0.000522*** 

  

(3.51e-06) (3.55e-06) (3.18e-06) (3.19e-06) 

Age
2
 

 

-4.76e-

06*** 

-4.93e-

06*** 

-4.12e-

06*** 

-4.24e-

06*** 

  

(4.17e-08) (4.22e-08) (3.76e-08) (3.78e-08) 

Incomplete Primary Education 

 

0.00349*** 0.00316*** 0.00431*** 0.00416*** 

  

(5.99e-05) (5.86e-05) (5.99e-05) (5.89e-05) 

Complete Primary Education 

 

0.00729*** 0.00653*** 0.00794*** 0.00756*** 

  

(8.49e-05) (8.13e-05) (8.60e-05) (8.36e-05) 

Complete Secondary Education 

 

0.00542*** 0.00468*** 0.00531*** 0.00494*** 

  

(5.95e-05) (5.78e-05) (5.64e-05) (5.51e-05) 

Complete Higher Education 

 

0.00579*** 0.00457*** 0.00409*** 0.00358*** 

  

(8.21e-05) (7.54e-05) (7.19e-05) (6.83e-05) 

Income (R$/month) 

   

4.42e-07*** 4.39e-07*** 

    

(1.78e-09) (1.78e-09) 

Urban 

   

0.00199*** 0.00190*** 

    

(1.85e-05) (1.88e-05) 

Northeast 

   

0.00528*** 0.00539*** 

    

(4.53e-05) (4.55e-05) 

Southeast 

   

-0.00192*** -0.00206*** 

    

(2.98e-05) (2.97e-05) 

South 

   

0.000650*** 0.000513*** 

    

(3.56e-05) (3.49e-05) 

Center - West 

   

-

0.000692*** 

-

0.000795*** 

    

(3.40e-05) (3.33e-05) 

      Observations 87,432,615 87,432,615 87,432,615 87,432,615 87,432,615 

Robust standard errors in parentheses 

     *** p<0.01, ** p<0.05, * p<0.1 

      



 

 

 

Scientific Coordinator : Xavier Oudin (oudin@ird.pdr.fr) 

Project Manager : Delia Visan (delia.visan@ird.fr) 

 

Find more on www.nopoor.eu 

Visit us on Facebook, Twitter and LinkedIn 

 

 

 

 

Generate new knowledge on the nature and extent 

of poverty in developing countries 

 

More than 100 scientists from all over the world 

 

Innovative methods to improve living conditions 

 

Inclusive research design 

 

http://www.nopoor.eu/node/248
http://www.nopoor.eu/node/4

