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Introduction to Gender and Diversity Gaps in Brazil and the Legal Amazon 
According to 2023 Global Gender Gap Index,[footnoteRef:2] on a scale from 0 to 1 (1 meaning no difference between men and women), Brazil has a 0.726 index in terms of gender equality. Although the country has made progress regarding gender equality compared to previous reports, it still lags behind other countries. At an individual level, information from Global Findex 2021 shows that Brazilian women are more likely than men to be unbanked: there are still more men (87%) than women (81%) that have a bank account. The gender contrast in Brazil also occurs in terms of credit cards ownership (77% men x 63% women), the use of savings account (54% men x 38% women) and the use of digital payment methods (80.3% men x 72.6% women).  [2:  	World Economic Forum, Global Gender Gap Index, 2023. Link.] 

Women’s MSMEs (WMSME) in Brazil are a minority compared to firms owned[footnoteRef:3] by men, with significant regional differences. In 2021, Micro and Small Enterprises (MSE) with a minimum of 50% of ownership by women represented 27.8% of active MSEs (1.344.804 of 4.839.289 firms)[footnoteRef:4]. While the South and Southeast regions had a 29.7% and 28.9% proportion of women MSEs, the North and Northeast (Nordeste) regions represented 24.4% and 22.2%, respectively.  [3:  	Information from official records (SEBRAE) only show information referring to ownership and not leadership.]  [4:  	SEBRAE, Mapeamento de empresas com quadro societário predominantemente feminino, 2022. Link. ] 


[bookmark: _Hlk163204581]Table 1: WMSME in Brazil by region 2021
	Brazil region
	Total SME
	WMSME
	Percentage of WMSME (%)

	Center-west
	415.639
	121.530
	29,2%

	Northeast
	766.148
	170.152
	22,2%

	North
	236.727
	57.810
	24,4%

	Southeast
	2.424.125
	699.433
	28,9%

	South
	996.650
	295.879
	29,7%

	Total
	4.839.289
	1.344.804
	27,8%

	Source: SEBRAE, 2021



Considering the states included in the Legal Amazon, the average is 23.1% of women MSEs. Amazonas and Maranhão are the states with lowest proportion: only 19% and 19.5%, respectively. The states that have the largest proportion of women MSEs are Rondonia, Tocantins and Pará, however, their average remains below the national average. 
Figure 1: Average WMSME in Legal Amazon 2021.
Source: Adapted from SEBRAE, 2021.


More specifically, for the financial sector, WMSME also face gaps in access to credit in the financial sector. Approximations from aggregated data at the firm level in Brazil show that women owned/led Micro, Small, and Medium Enterprises (WMSMEs) represent almost 33% of MSMEs[footnoteRef:5]. In formal loan use there is a difference in the percentages when we consider segmentation by gender. In Brazil, more men (48%) requested a loan from a financial institution than women (33%) in 2021, and the gender gap grew between 2017 and 2021 (7 p.p. in 2017 x 15 p.p. in 2021)[footnoteRef:6].  [5:  	IDB, 2022. Caracterização das MPMEs brasileiras e os entraves do acesso ao crédito sob a perspectiva de gênero. Link.]  [6:  	World Bank, Global Findex 2021, Link. ] 

These gaps are present due to offer and demand factors[footnoteRef:7].  From the offer-side factors, financial institutions may approach a financial request differently depending on who is the owner or senior manager − regardless of the characteristics of the company − due to preferences or beliefs and institutional cultures. Another aspect is that the supply of financial products may not be adapted to women MSMEs, which could explain the low use of credit by women. From the demand side, women are usually more risk adverse, are more likely to need more support to open and effectively use a financial service and tend to have more tasks related to family with less time dedicated to entrepreneurship.  [7:  	IDB, Género y acceso al financiamiento empresario en Argentina, 2020. Link. ] 

Even if this information provides a context of WMSMEs and individuals in Brazil, there is no sex‑disaggregated data at the sector level to determine or approximate the situation within the Legal Amazon. As such, no information is available to understand the reality of: (i) leadership composition of WMSMEs disaggregated by sex, sector, and region; and (ii) the financing need or gaps they face. The lack of this information inhibits the design of specific public policies that can tackle possible gender gaps in the Legal Amazon.
With regards to diverse groups (DG), according to the Brazil 2022 census[footnoteRef:8], with the support of the National Foundation for Indigenous Peoples (FUNAI), Brazil has 1.7 million indigenous individuals (1,693,535 people), representing 0.83% of the total population[footnoteRef:9]. An analysis of indigenous peoples’ (IP) concentration in regions shows that the North covers 44.5% (753,357 people) of Brazil’s total IP. The Northeast concentrates 31.2% (528,800), followed by the Center-west (11.8% or 199,912), the Southeast (7.3% or 123,369), and the South (5.2% or 88,097). It is worth noting that the North and Northeast Regions together concentrate 75.7% of the IP in the country. Considering the Legal Amazon, over half of the Brazilian IP (51.25% or 867,919) are concentrated in the region.  [8:  	IBGE, Censo 2022. Link.]  [9:  	IBGE. Censo Demográfico 2022 Indígenas. 2023. Link. ] 

Graph IP in Brazil by region, 2022

Source: IBGE, 2022

In Brazil, a significant 64.83% of indigenous people (IPs) live in indigenous lands within the Legal Amazon region. This proportion is higher in the Legal Amazon compared to the national average. Specifically, 46.5% of the indigenous population in the Legal Amazon resides in these lands, whereas the figure for the entire country is 36.7%.
Figure: (1) Indigenous people in Brazil 2022 and (2) Indigenous people in Brazil living in indigenous lands 2022
[image: ]
Source: IBGE, 2022.

IPs traditional knowledge and relationship with the ecosystem are of high value for sustainable development and environmental management. Indigenous entrepreneurship often utilizes artisanal or agricultural practices as a source of income, while also preserving the culture within the community[footnoteRef:10]. This type of entrepreneurship integrates elements inherited from their ethnicities, leveraging sustainability as a mechanism for economic and material development, as it works with natural resources, enabling local development[footnoteRef:11]. The entrepreneurship process requires a broader perspective that can comprehend the historical, political, social, and cultural context that drives entrepreneurship in the region, potentially fostering the transformation process of the community, highlighting, and valuing local cultural diversity[footnoteRef:12]. With an economy largely based on agriculture, it is important to look at their production and access to capital. [10:  	DA SILVA, Marcos Pereira; DE ALMEIDA, Severina Alves. Empreendedorismo indígena no Tocantins: um estudo com a comunidade Apinajé da aldeia São José. Facit Business and Technology Journal, v. 1, n. 10, 2019. Link. ]  [11:  	CORREIA, Dandara Lopes. Saberes tradicionais: processo de ensino e aprendizagem dos empreendedores da cooperativa de etnodesenvolvimento KITAANDA BANTU. Revista Educação e Ciências Sociais, v. 2, n. 2, p. 41-61, 2019. Link.]  [12:  	Da Silva, Midiã Naama Conceição et al. Empreendedorismo indígena: uma revisão de literatura. Revista de Empreendedorismo, Negócios e Inovação, v. 7, n. 1, p. 04-25, 2022. Link. ] 

Literature linking IPs and financial aspects is scarce, however, a pilot in a local indigenous community in Pará showed that IP may still face challenges in mapping resources from their activities, as well as in saving money and obtaining credit[footnoteRef:13]. During economic crises, such as the one caused by COVID-19, IP represented the group with the greatest income losses[footnoteRef:14]. The inclusion of indigenous and quilombola communities as target markets for financial products, for example, the National Program for Strengthening Family Agriculture (Pronaf), is still very nascent, formalized only in 2023[footnoteRef:15].  [13:  	CVM, Educação financeira e povos indígenas. 2021. Link. ]  [14:  	NERI, M. C. Efeitos da pandemia sobre o mercado de trabalho brasileiro: Desigualdades, ingredientes trabalhistas e o papel da jornada (Sumário executivo). 2020. Link.]  [15:  	Ministério do Desenvolvimento Agrário e Agricultura Familiar, 2023. Link. ] 

Despite the high mixed background of the population, the data on financial inclusion of indigenous business and afro descendants’ MSMEs in Brazil is even scarcer than for the case of women MSMEs. In the case of afro descendants, 45.3% of Brazilians identified themselves as pardos and another 10.6% were pretos. Out of the 1.3 million people who identify themselves as quilombolas (0.65% of the total population), the Legal Amazon concentrates 32.1% (426,449 people) of the quilombola population in Brazil or 1.6% of the population of this region, mostly concentrated in the states of Maranhão and Pará (90%). 
An IDB research conducted in 2013[footnoteRef:16] found that only 2.1% of microentrepreneurs who self‑identified as pretos frequently seek productive credit (versus 4.3% of the total) and 37.7% declared that they needed resources but did not revert to credits (versus 27.7% pardos and 22.3% of white population); the average amount requested by white populations (BRL 10,700) was 94.5% higher than by mixed race people (BRL 5,500) and 78.3% higher than by pretos (BRL 6,000); and 37.5% of micro-entrepreneurs pretos who requested credit had their request denied in its entirety (28.6% for white and 23.1% for pardos). Similarly, a study led by CAF showed that in Brazil, 51% of Afro-entrepreneurs have experienced some form of racial discrimination in their businesses, limiting their growth potential and deepening financial exclusion. [16:  	IDB, Acesso ao crédito produtivo pelos microempreendedores afrodescendentes: Desafios para a inclusão financeira no Brasil. 2017. Link.] 

These disparities in DGs entrepreneurship compared to the broader population are influenced by various factors including geographical isolation, cultural barriers, lack of awareness and discrimination[footnoteRef:17]. Many indigenous and quilombola communities reside in remote areas with limited or no access to traditional banking and presence of informal financial practices; languages and cultural practices may pose barriers accessing financial services as well as lack of financial literacy and awareness; absence of documents required to open bank accounts or take credit and lack of specific financial needs and practices of DG. Additionally, afro descendants and indigenous peoples in Brazil have historically faced discrimination and marginalization, along with broader social and economic inequalities[footnoteRef:18], in which contribute to limited opportunities to participate fully in the formal financial system. [17:  	Maritz, A., Foley, D., Jones, C., Andrews, J., & Shrivastava, A. Entrepreneurship and self-employment among Indigenous people. Journal of Australian Indigenous Issues, 24(3–4), 1–19. 2021. Link. ]  [18:  	HERINGER, Rosana. Desigualdades raciais no Brasil: síntese de indicadores e desafios no campo das políticas públicas, 2002. Link.  ] 

Gender Considerations for the Program
The operation will integrate gender specific activities, which are described as follows:
· Gender indicator: 30% of loan resources to be allocated to women (individual producers or women MSMEs.
· IDB will support BNDES in a technical assistance focused on best practices in women MSMEs definitions. Such technical assistance will make an assessment of BNDES’ current capabilities to disaggregate data according to the owner/leader of the MSME, it will understand reporting systems and mechanisms.  Additionally, it will provide tailor made recommendations for BNDES to align with international best practices in the field of sex disaggregated data.

Diversity Considerations for the Program
Brazil still has an important path towards universalizing access and adopting specific strategies for the financial inclusion of IP and afro descendants, specifically in regions such as the Legal Amazon. Because of this, and due to the lack of information available to understand the reality of DGs as owners/leaders of MSMEs, and the financing need or gaps they face, a Diversity Action Plan will be developed to guide the counterpart in understanding its characteristics and preferences. It is important that the action plan integrates a diagnosis, which would ideally construct, via cross records of administrative data in Brazil. 
· Diversity indicator: The operation will integrate a diversity indicator to measure the creation of the Diversity Action Plan.  Baseline will be 0 and the target will be set as 1, to be developed during the project implementation. The Diversity Action Plan will be financed via ATN/OC-18918-RG, following a parallel logic as indicated in the Corporate Result’s Framework Technical Note. 
· Diversity Action Plan: The Diversity Action Plan is a crucial initiative for BNDES to comprehensively understand the financial inclusion and credit access challenges faced by indigenous peoples (IP) and afro-descendants (AD), particularly quilombolas. Currently, data by ethnicity and race are not totally available in Brazil, which hinders the ability to assess the effectiveness of financial portfolio in reaching these groups. This program will equip BNDES with the necessary insights and framework to define and enhance its role in promoting diversity and inclusion. The Diversity Action Plan will be based on the findings in the following diagnosis:
1. Identify and characterize the context of diverse groups (IP and AD, the latter with a focus on quilombolas)
a. Context and Diagnosis: Conduct a thorough analysis to identify and characterize the socio-economic context of indigenous peoples and afro-descendants, with a particular focus on quilombola communities. This includes diagnosing the current state of financial inclusion and access to credit for these groups, and approximation to how their organizational structures are (associations, cooperatives), adoption of productive means (technologies, machineries, training, among others), emphasizing the Legal Amazon region. Identify main gaps and challenges faced by these groups for their financial inclusion.
b. Diverse groups and productive activities, and bioeconomy: Explore the intersection between indigenous peoples, afro-descendants (quilombolas), and productive activities, especially the bioeconomy. Identify barriers these groups face in accessing the financial system and potential opportunities within the bioeconomy that could enhance their economic participation.
c. Relevant stakeholders: Map key stakeholders in Brazil’s financial ecosystem, particularly in the Amazon region. This includes identifying relevant actors, such as financial institutions, government agencies, NGOs, and community organizations, to collaborate on strategies for improving financial inclusion and access to credit for diverse groups.

2. Understanding of BNDES and diverse groups
a. Diagnosis of the current situation of IP and quilombolas in BNDES: Conduct a comprehensive diagnosis of the current engagement of diverse groups within BNDES programs, funds, and financial and non-financial initiatives. Understand factors to identify its effectiveness and reach of existing programs, identify any gaps or limitations in serving these communities, and identify the contributions BNDES provides to these groups. Map existing programs and initiatives BNDES has to include diverse groups.
b. Identification of Opportunities for BNDES (strategy): 
i. Institutional and Funding Capacities: Assess BNDES's institutional capacities to support and enhance financial inclusion for diverse groups.
ii. Potential IFI Partners: Identify key financial intermediaries’ institutions and other relevant stakeholders that have experience and expertise in promoting financial inclusion for diverse groups.
iii. Financial Products: Assess the level of readiness and feasibility of tailored financial products that address the specific needs and circumstances of diverse groups. 

c. Others: Explore data collection and the context of self-identification among diverse groups and the implications and analysis (including a regulatory and legal framework), Identify and suggest adequate tools (policies, systems, products criteria) to collect and analyze disaggregated data, if any. 

3. Proposal of a Diversity Action Plan: Based on the findings and diagnosis carried out in Activities 1 and 2, this proposal suggests a comprehensive Diversity Action Plan to address the specific needs and challenges faced by indigenous peoples and quilombolas within the financial sector. To this end, the following aspects must be considered at a minimum: 
a. Context, objective, and justification
b. Vision and goals
c. Review of governance schemes and policies with a diversity lens within BNDES
d. Aspects related to data collection, markers, and the disaggregation of data by ethnic factors at the MSME level, and preliminary recommendations on actions to be taken for data disaggregation according to best practices
e. Proposals for deploying products more focused on diverse groups, including potential sources of funding that can be tailored to these populations, and strategies on how to support overcoming access barriers detected in the diagnostic.
f. Suggested strategic actions for financial intermediaries, and ensure sustainability and scalability.
g. Roadmap for the implementation of the Action Plan in the short, medium, and long term 
h. Capacity Building: Implement training programs for BNDES and financial institutions to enhance their understanding of the unique cultural, legal, and economic contexts of these communities.
i. Community Engagement: Foster strong relationships with relevant stakeholders to ensure their active participation in the development and implementation of financial initiatives. Deep dive on the specificities that the intersection between diverse groups and bioeconomy/productive development entails for engagement with stakeholders.
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