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ABSTRACT: The increasing indebtedness of Brazilian society primarily affects the older 
population. Among the reasons for the financial problems are the extremely easy access to 
credit, aggressive advertising towards new forms of credit (crédito consignado) and family 
solidarity, that is when, in times of crisis, the low pension income becomes the main source of 
finance for the family. The new form of credit for retirees and pensioners represents a special 
challenge for financial health among older adults in Brazil. The present article provides an 
overview of Brazilian demographic and economic contexts and presents data from a study in 
Rio Grande do Sul, South of Brazil, on propensity of indebtedness among the older population. 
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I. Introduction 

Old-age poverty has been a social reality for a long time. Elders who could no longer work 
relayed on their families or religious institutions, otherwise only begging remained. During the 
20th century, many countries introduced retirement and pension systems that significantly 
reduced old-age poverty. However, pensions can be very different when following a global 
perspective. Especially in Africa and Asia, but also in Latin America, many people still have to 
live without any secure income in old age (OECD, 2017).  

However, the rapid growth of the older population is jeopardizing the funding of pension 
systems, especially in countries where population aging has been faster. In addition, there are 
neoliberal tendencies which try to shift the financing of pension benefits to individual 
responsibility. Experiences such as those in Chile, for example, make it clear that there is a risk 
of a new wave of old-age poverty along such path (NUMI, 2021). Besides the risks of retirement 
system reforms, Brazil has also witnessed a new threat to the financial situation of elders: debt. 
Since 2004, pensioners have had the choice of applying for personal loans called "crédito 
consignado"1  in which payment is deducted directly from the pension of each individual. 
Regarding financial institutions, this is a very profitable business and, most importantly, a very 
safe one as the repayment instalments are transferred directly from pension funds to banks. The 
referred type of loan has been increasingly and widely spread due to strong simplification of 
the process of granting as well as aggressive marketing perpetrated by banks. By 2006, more 
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than a third of all retirees had taken such a loan, which took place in less than three years of its 
existence. (Jornal "O Estadão", Agência Estado, 12 Outubro 2006). 

In order to understand the impact caused by this form of credit on elderly populations and 
their financial situation, a Brazilian perspective and its social and economic backgrounds should 
be considered. Therefore, in the first part of this article, a small overview of the Brazilian 
context is provided. In the second part, data from a study which shows indebtedness and its 
factors concerning elders in southern Brazil is presented. 

  
II. The Brazilian context 
Brazil has undergone radical political, economic as well as demographic changes within the 
past 50 years. After a military dictatorship which began in 1964, the country returned to a 
presidential democracy in the late 1980s. In the present days, the country faces a deep political 
crisis caused by a number of factors, which include a major political scandal involving an 
obvious bribe which struck the most influential parties in the country, causing political intrigues 
and, as a consequence, a political weariness amongst the population. This political crisis has 
been exacerbated by the COVID-19 pandemic as the government has proved unable to 
adequately deal with the situation.  

Regarding economic matters, Brazil was still an agricultural producing country at the 
beginning of the 20th century. Despite the abolition of slavery in 1888 (Lei Áurea2, officially 
Lei Imperial nº 3.353, of 13 May 1888) and the removal of Emperor Dom Pedro II in 1889, the 
country continued to maintain its colonial oligarchic power structure. Industrialization and 
modernization of Brazilian economy was initiated by the state in the middle of the 20th century 
and it led to the emergence of large state-owned enterprises and a concentration of economic 
development in the metropolitan areas of Rio de Janeiro and São Paulo. In order to protect 
domestic production, the 1970s witnessed high import fees which lead to an economic miracle 
with annual growth rates of over 10%. Nevertheless, this was also possible due to the lack of 
competition regarding international production. In the late 1970s, development downsized 
because of the influence of the unfavourable world economic situation as well as questionable 
economic decisions taken by the military government. The result was that the 1980s became a 
"lost decade", characterized by low economic growth, high external debt and galloping inflation 
rates. Several economic and monetary programs created by the government (Plano Cruzado I 
and II, Plano Verão, Plano Collor) did not suffice to control inflation rates (Brum, 1998). In 
1994, "Plano Real" led the gradual transition to what would become a new currency ("Real") 
and brought forth a series of other economic measures such as the privatization of state-owned 
enterprises, high-interest-rate loans, market opening to imports and a flexible alliance between 
Brazilian Real to the US Dollar, all of which managed to break the inflation spiral (Bourroul, 
Ferreira 2016). 

During the hyperinflation period, banks had made exceptionally high profits (Cysne, 1994), 
and due to the end of high inflation rates, they had to find new ways to maximize profits. In 
addition to austerity measures and a tendency to reduce direct customer contact, banks relied 
on the expansion of the credit supply (Soares, 2002). In its first phase, this measure was 
unsuccessful because the government ran a high-yield policy as they feared inflation and banks 
had to adapt to new international rules. However, as of 1996, credit operations rose rapidly, but 
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banks failed to conduct adequate credit checks, which later resulted in high levels of bankruptcy 
(Porto, 2014). In 2004, a new form of credit was introduced, "crédito consignado", and the 
credit business received new impetus (Lei 10.820 / 2003, Implementing Provisions of 2004). 
Following this type of loan, pensioners could pledge up to 35% of their pension in order to 
receive a loan, recently (2020) it was expanded to 40%. The respective repayment amount is 
transferred from pension funds directly to banks, which represents a high level of security for 
banks. This form of lending has legal requirements in terms of duration, amount of the pledged 
portion of the pension and interest rate level, which should protect the borrower, who is usually 
older and inexperienced in banking transactions, from over-indebtedness. In fact, this credit 
expanded extremely fast. In 2014, there was a total of 3.3 billion reais in 841,689 contracts 
(Brasil, 2014). More than a third of pensioners and retirees in Brazil have resorted to this type 
of credit. In 2017, “crédito consignado” for pensioners was over 111 billion reais and a monthly 
approval of about 5.3 billion reais.   

The main reasons for the massive expansion of “crédito consignado” are the significantly 
lower interest rates in comparison to normal debt interest rates, extremely aggressive 
advertising that is provided by financial institutions regarding this form of credit and the 
considerably facilitated access, which does not require any formalities. However, the problem 
arising from “crédito consignado” is that several elderly people undertake such a loan regardless 
of the consequences, which might represent an income reduction of up to 35% during several 
years. Lack of experience in dealing with loans as well as external pressure (aggressive and 
invasive advertising, withholding of important information as well as family members) quickly 
lead to a debt trap of which many cannot escape (Doll, Cavallazzi, 2016). 

Long regarded as a 'young country', Brazil is now undergoing an accelerated aging process. 
Demographic change began relatively late. Up until 1960, data points to the classical age 
pyramid with a great number of children (0-14 years: 43%) and few older adults (60+ years: 
4.7%) (1960: birth rate 6.2 children, life expectancy 51.6 years). However, this changed rapidly 
after 1960, when the country witnessed drastic reduction in infant mortality: from 121% (1960) 
to 22% (2010); rapid decline in birth rate: from 6.2 children (1960) to 1.86 children (2010); and 
general better living conditions which led to rapid increase in life expectancy to 73.4 years 
(2010) as well as growth of the elderly population to 10.8% among the total population (2010, 
all data IBGE, 2012). Currently (2019) amongst the 210 million Brazilian, 34 million were 60 
years or more, representing 16.2% of the population. 

Economic conditions amongst older people in Brazil are very different and show little 
contrast from those among the general population. Even though the image of the elderly in 
Brazil has long been characterized by poverty. In the 1990s, specific legislation was introduced 
and it improved the general financial situation of older people. This is due to the fact that 
legislation served for expanding social benefits, facilitating pensions for the rural population 
and determining that raises in minimum pension and minimum wage occur concomitantly. Data 
from 2007 shows that population living below the poverty line has significantly fewer older 
people (7.7%) than total population (12.5%) (IBGE, 2008). Pensions represent the most 
important part of the income for older people, though not the only one. Men, in particular, often 
continue working even after retirement, whether in the same job or in a new one. Besides that, 
they often join informal labour markets (Doll, 2002). Data from 2006 demonstrates that 32% 
of adults over 60 remain in some sort of paid employment. An analysis of the income of older 
people reveals that about half of it (49%) derives from pension payments, followed by earned 
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income (39%) and other sources (13%) (Neri, 2007). In summary, one can say that the financial 
situation of older people is not as rough as that of the total population (Camarano, 2011). A 
large proportion of elderly people own small homes or apartments. Furthermore, despite the 
1999 pension reform, pension represents a small but secure income and thus an important 
economic factor, not only for the older, but also for the families who live with their older 
members (Camarano, 2006). The regular and secure income of the pension proves to be 
particularly important in the face of an uncertain and disorderly labour market, characterized 
by unemployment, informal work and difficulties in finding work for young people (Beck, 
1999). This situation often causes the traditional support structure to shift. In Brazil, older 
people are frequently the heads of households and their pension is the income that supports the 
family household. The 2000 census showed that 62.4% of elderly people are primarily 
responsible for family income. In 20% of all Brazilian households, older people represent the 
head of household (IBGE, 2002), a much higher percentage than older people in the total 
population. Coexistence is usually beneficial for both younger and older generations, with better 
health status of the elderly and general benefits for younger generations (Camarano et al., 2004). 
This situation has been stressed further by the results of the COVID-19 pandemic. Due to the 
rising unemployment, the pension income of the retired gained in importance in order to 
guarantee the family support. At the same time, however, the high mortality rate among the 
older person put in risk the family sustain, as it can be seen in the request of an 83-year-old 
terminal oncology patient to her doctor in RJ in 2005: Doctor, don’t let me die, I’m the provider 
for my two grandchildren (cited by CAMARANO, 2020).  

Concerning the present study, it is also important to indicate that the older population is, in 
general, part of a group with lower levels of education. This is due to late expansion of the 
school system in Brazil. Furthermore, amongst the rural population, school attendance was 
often infeasible due to long and dangerous routes leading to school environments. As recently 
as 1960, nearly half of the Brazilian population was illiterate (46.7%), of whom more than 20% 
are still illiterate (IBGE, 2016), and several have attended school for only a few years. However, 
there are considerable regional differences, and the educational situation in Rio Grande do Sul, 
South Brazil, is generally better than in other states, especially when comparing to the northeast. 
 
III. Data from an ongoing study 

How important is this new method for granting credit amongst the elderly population in Brazil? 
Would it be a long-lost opportunity of borrowing money which is necessary as to manage 
important personal projects? Or would it be a marketing trap which conveys unnecessary 
financial products for elderly people and that will lead them onto a debt loop from which they 
are not able to escape? What is the real interface between elderly people and bank loans? A 
study on indebtedness among elderly people in Rio Grande do Sul, southern Brazil, aimed to 
untangle these questions. The study was conducted in seven different cities in Rio Grande do 
Sul in order to consider economic and cultural differences. The research in each of the cities 
counted with interviews with 50 participants from SESC3 units. In order to complement data, 
55 interviews were conducted with elderly people from groups pertaining to an institution 
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which normally operates in the socially deprived areas, FASC4, in Porto Alegre. The survey 
instrument includes socio-demographic and financial aspects as well as various psychological 
measures which include those on materialism (Richins, Dawson, 1992, Ponchio, 2006) and debt 
trends (Moura, 2005). 

Socio-demographic data of the participants confirmed the different social classes of the two 
groups. SESC participants were slightly younger, their income was higher, but they had fairly 
higher education. Despite the higher average age, less participants of FASC received pensions, 
indicating more informal occupational biographies. Regarding marital status, FASC 
participants were less likely to have a partner and a relatively large group was formed by 
divorcees, indicating more complicated family conditions and more problematic life situations, 
which are more common among the less affluent population (Lichtenfels, 2007). 

Considering the participants’ financial situation, a significant proportion suffers from 
financial problems. Three criteria were used to indicate financial problems: 1. Overdue 
instalments with no means to pay them; 2. 30% or more of the income spent on instalment 
and/or debt payment; 3. Two or more "créditos consignados" in progress. If any of the three 
conditions were met, the person was classified as having "financial problems". This was true 
for 25.1% of SESC participants and as high as 40% for FASC participants. 
 
Table 1: Sociodemographic data comparing SESC Participants with FASC Participants 

 SESC FASC 
 N % N % 
N 351 100 55 100 
Women  311 87.1% 49 89.1% 
Men 40 12.9% 6 10.9% 
Age 68.2 years old  70.6 years old  
Education in years 10.6 years  6.7 years  
Pension 303 86.6% 37 68.5% 
Married 119 34.2% 10 18.2% 
Widowed 144 41.4% 28 50.9% 
Single 36 10.3% 5 9.1% 
Separated 49 14.1% 12 21.9% 
Income 3.4 SM  1.9 SM  
With financial 
problems 

91 25.1% 22 40% 

SM – Salário Mínimo (minimum wage, corresponding to 230.00 Euros) 
 

In order to better comprehend the problem of elderly indebtedness in Brazil, it is important 
to highlight that, for a long time, it was very difficult to obtain a loan in the country (Porto, 
2014). Thus, several forms of dealing with a tight budget or even lack of money were developed. 
In Brazil, a fairly common form is instalment payment, which is offered not only for expensive 
purchases, but also for small purchases, such as a pair of socks. This habit is widespread. 
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Another option is the overdraft facility, which is offered by banks to selected clients. Due to 
the expansion and popularization of bank accounts in 2003 (Porto, 2014), credit cards also 
gained importance. The integration of instalment payment through credit cards became one of 
the most important forms of payment in Brazil. Larger investments such as home or vehicle 
purchases have been done through financial institutions as well. In addition, people can also 
take up small loans from banks. Moreover, there is the aforementioned “crédito consignado”, 
since 2004. Interest rates are extremely high for all these types of loans. Credit card rates are 
between 200% - 500% per year; 80% - 400% for overdrafts and between 45% and 320% for 
normal loans. On the other hand, “crédito consignado” has an interest ceiling rate which 
currently stands at 28.02% per year. In addition to an inflation rate of 6% to 7% per year.  

Due to the expansion of bank loan offerings, high interest rates have been part of the cause 
Brazilian debt has risen sharply, including that of the elderly. Data from the study shows that 
64.6% of participants are in some sort of debt. Regarding “crédito consignado”, 40% of 
participants claim to have had one at some point, and currently 26% of participants have such 
a loan. In addition to this form of credit, which accounts for 19% of the loans mentioned by 
participants, credit card is the most commonly used (35%), followed by instalments (25%). 
Bank loans (13%) and overdraft (7%) hardly ever occur. Figures that tend to agree with other 
studies (Vasconcelos et al., 2017) indicate that credit card usage is more prevalent among the 
elderly. Credit cards would present no harm if used as means of payment and invoices were 
fully discharged each month. However, when minimum payment fee causes unpaid debts to be 
delayed to following months as loans, they immediately result in extremely high interest rates. 
During the interviews with participants, it became clear that they are not always aware of this 
outcome. High level of indebtness is originated from this type of transaction due to high interest 
rates and older adults, who usually have limited financial resources, become entangled in a debt 
loop. Furthermore, it becomes particularly critical when more than one type of credit is used. 
Significant group differences were found. While in the group which showed no financial 
problems, only 12% used more than one form of credit, the group facing financial issues showed 
a significantly higher occurrence of varied forms of credit (58.4%). 

A comparison of socio-demographic data from those facing financial problems in relation to 
those who are not could reveal the factors responsible for debt. Hence, debt could be due to lack 
of formal education, low income or even consumer behaviour. Data shows that there are indeed 
significant differences between groups, however these differences are also partly class-related. 

Connection between financial problems and consumer behaviour is clear, both among SESC 
and FASC participants. People who pay primarily in instalments, who have difficulty 
postponing shopping requests and use different forms of payment and credit have a significantly 
greater chance of having financial problems (Table 2). It also seems that consumer behaviour 
is related to age, as older people tend to be more cautious. In our investigation, the average age 
of the participants who are not facing financial problems is slightly higher than that of those 
facing financial problems. Furthermore, there are clear cultural influences. A comparison 
between different cities in the study shows considerable differences. For example, participants 
from Caxias, a city with a high level of Italian immigration and famous for its financially 
controlled behaviour, face far fewer financial problems (14%) than Pelotas, where 38% of 
participants face financial problems. Another feature which increases the risk of debt is the 
willingness to assume debt for other people, who are in most cases family members. In the face 
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of high unemployment and the difficulty for the younger generation to find a place in the labour 
market, older people often embrace the support of their children and grandchildren.  

Although this practice harbours the risk of indebtedness, this behaviour should be viewed in 
a differentiated manner. On the one hand, it represents an intergenerational solidarity. Like 
Medeiros and col. (2018) highlighting the practice of borrowing money or borrowing the name 
so that someone can get a loan is a common practice in the poorer population, it is recognized 
as an important value in the social environment and attests generosity to those who can give the 
gift and solidarity, which creates and strengthens relationships beyond material value. Even so 
it has to be considered that this practice opens a wide field of exploitation of the older adults.  

It is often difficult to define exactly at which point intergenerational solidarity ends and 
financial exploitation begins. Studies on violence in old age show that the financial exploitation 
of the elderly is often related to the defencelessness of the elderly, drug use, unemployment and 
financial dependence (Santos et col., 2007). However, it is also important to take into account 
that violence in inter-family relationships often has a long history (Bohm, 2016). 

Ordinarily, one might expect that higher education would protect against debt, as complex 
situations in the financial market are better understood. On the other hand, higher education can 
also lead to overconfidence and inappropriate decisions. And there are other possible reasons 
for indebtedness than understanding the roles of the financial market. A study on indebtedness 
and over-indebtedness (Fanta et al., 2017) showed that people with higher education were more 
likely to be in debt, but less over-indebted. The relationship between education and debt is 
complex for anyone, especially as other factors seem to be more influential. In the present study, 
there was no connection between education and debt in the SESC group, in the FASC group 
people with better education were slightly less in debt, but the difference did not reach a level 
of significance. 

Regarding the connection with income, it is interesting to point out that while there is no 
significant difference among SESC participants, FASC participants with financial problems 
have significantly lower income (Table 2). This could be interpreted as the following: if a 
certain minimum income is guaranteed, the amount of income has no influence on debt or 
financial problems. For people who live at the subsistence level, however, the risk of getting 
into financial difficulties, certainly exists.  

This is a more differentiated result than in most other studies, which point to the connection 
between income and debt (e.g., Moura, 2005) but often do not differentiate between different 
social groups. The results of the present study indicate that above a certain minimum standard, 
the level of income no longer plays a role in debt, which means, both higher income groups and 
lower income groups above the minimum standard have a comparable risk of getting into debt. 

Another risk factor was the presence of a “crédito consignado”. In both groups, both SESC 
and FASC, the number of participants in the indebted group was more than twice as high as 
having a “crédito consignado” than in the group without financial problems. No causal 
conclusions can be drawn on the basis of the data of the present study, i.e., it is not possible to 
decide whether the people are in debt because they took out a “crédito consignado” or whether 
they have a “crédito consignado” because they were in financial problems. In any case, there is 
a clear link between financial problems and “crédito consignado”. Other studies (e.g., Doll, 
Cavallazzi, 2016) have also indicated that such a loan, although it offers a lower interest rate 
than others, can often mean the start of a debt spiral from which older people can no longer 
escape. 
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Table 2: Socio-demographic data related to financial problems 

 Financial 
problems 

No financial 
problems 

Financial 
problems 

No financial 
problems 

  SESC SESC FASC FASC 
General 
distribution 

25.1% 74.9% 40% 60% 

Age 66.5 year* 68.8 year 69.5 year 71.3 year 
Schooling 10.9 year 10.5 year 6.1 year 7.0 year 
Income  3.44 SM 3.34 SM 1.4 SM* 2.2 SM 
Debt for another 
person 

36.7%** 16.1% 40.1%** 15.2% 

Buying by 
instalment 

76.9%** 41.2% 68%** 39.4% 

Crédito 
Consignado 

64.8%** 28.8% 77.3%** 30.3% 

** p < 0.1    *  p< 0.5     SM – Salário Mínimo (minimum wage, corresponding to 230,00 
Euros)    
 
IV. Closing Remarks 

The present study shows that a significant number of elderly people in Rio Grande do Sul, 
southern Brazil, is struggling with financial problems. Among the factors which can be 
responsible for debt are, first and foremost, income at existential limit and consumer behaviour 
such as instalment purchase and use of various forms of credit which obscure the real financial 
situation of each individual. Lack of knowledge about rules in financial and credit markets also 
causes inappropriate financial decisions. Therefore, lack of awareness of older people is often 
abused by various parties such as banks and credit institutions through aggressive advertising 
and unfair business practices, by credit intermediaries, but also by the families of each 
individual. 

Discussions with participants elucidated the complexity of the debt process amongst older 
people. In addition to the named factors, debt is often triggered by adverse life events such as 
accidents, illnesses, unemployment or death. Due to the fact that there is often none or 
insufficient personal fund, loans are taken and quickly lead to over-indebtedness because of 
high interest rates. 

The present study demonstrates that the discussion on elderly poverty shall not be limited to 
pensions and income, but must also include living conditions in contemporary society, which 
is characterized by marketing, consumption and, in the Brazilian scenario, debt. Following this 
perspective, there are challenges, especially for consumer protection, but also for the 
educational sciences, which have the task of figuring out adequate financial education for older 
people. Optimistically, approaches such as the study based on Paulo Freire's pedagogy by Buaes 
(2011), who worked with older women in a favela, show that such possibilities do exist. 
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