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1. Introduction

Brazil isadegply unequa society, probably the most unequa intheworld. Itisfragmented ong
regiona and racid linesaswell as extreme inequditiesin the digtribution of income. It isalso agiant of
an economy, thelargest in Latin Americaand theninth largest in theworld. It a one accountsfor 36% of
Latin America s population and 40% of its GDP.

We bdlieve that endemic or chronic poverty stems from the fabric of an unjust and unequa
society in which origina building blocks of injustice and inequality were crested by the forces of history
and were later embedded in enduring structures and ingtitutions of society. Even after these Structures
and indtitutions are ogtensibly democratised and modernised and lega systems are cleansed of open
injudtice, vestiges of the past continue in the form of widely accepted socia norms and values and
extremeinequditiesin status and ownership of property. Past injustices are thus constantly reproduced
inadlent and invisble, and yet in an extremely effective way. A Brazilian commentator describes this
processin an doquent way, in the context of Brazil’ s history of davery:

Theracist culture hasitsrootsin a history of which the four-fifthsis made up of slavery. [...] Changing legal and
soci0-economic structures is much easier than changing a culture; it survives the structures from which it sprang like
those stars whose light we continue to see even after they have long been extinct (Freitas, 1995).

Combating chronic poverty therefore has to be a palitical process. The best laid plans and
programmesto combat poverty, particularly poverty of akind which isembedded in the poursof history
and the tructures of society constantly reproduced and passed on from generation to generation, cannot
be implemented unless a political space is created to do so. Brazil did not have such a political space
until October 2002. The elite-led governments, based on elite-led palitica parties, which had run the
country until then, just could not and would not have carried out any such programme. Theleft'svictory
inthe 2002 eection in Brazil was nothing short of higtoric. For thefirst timein the political history of that
country, not only was Luiz In&cio Lula da Silva, a candidate of the Partido dos Trabalhadores
(Workers Party or PT), amass based |eft party, eected as the president of the country, the PT aso
emerged as the single largest political party in the Chamber of Deputies, the Lower House of the
Congress, pushing theright-wing Partido da Frente Liberal (PFL) to the second, and the broad based
party of the centre, Partido do Movimento Democrético Brasileiro (PMDB), to the third place. This
paper seeks to examine the extent to which the new PT government headed by Lulais committed and
politicaly prepared to effectively pursue pro-poor policies and combat Brazil’ s chronic and endemic

1



poverty and socid disparities.

The key lines of enquiry of this paper are:

?? todeterminethe capacity and the political preparedness of the Brazilian state under Lulato
carry out the much needed second generation of reforms;

?? to understand the nature of the current codition of socid forces represented by the
Workers Party and its dlies in the Congress and its implications for the policies that the
Lulagovernment might adopt in delivering on itselection promises of creating amore equa
society in Brazil; and

?? toexaminethe policy optionsit hasto baanceitsinternationa commitments to the World
Bank, IMF and other foreign creditors and its commitments of combating poverty.

The paper is organised in seven sections. In Section 2, we examine the nature of the currently
dominant discourses on poverty including Hulme' s anchor paper for this conference. In section 3, we
present some basi ¢ facts about the nature and extent of chronic poverty in Brazil and traceits historica
roots. In section 4, we argue that the emergence of the PT asapolitica party represents anoticegble
departure from the traditiona dite-driven palitica culture of Brazil and a 9gnificant move towards
grassroots based participative democracy. We dso point out in this section that there exist factiond
glits within the party which might reduce its ability to function effectively as an agency of change. In
section 5, we andyse recent shiftsin the relative strengths of the left, the centre and the right partiesin
the federd Congress. In section 6, we look into the contents of the PT’ s campaign manifesto of 2002
with referenceto thelr implicationsfor combating poverty. In the concluding section 7, we present some
of the early indications of the likely future scenario.

2. Thedominant discourseson poverty and the pro-poor alternative

In a recent paper, David Hulme has defined chronic poverty as “occurring when an individud
experiences sgnificant capability deprivations for a period of five years or more’. This category is
further split into two sub-categories of ‘dways poor’ and ‘usudly poor’ and is distinguished from two
other exclusvely defined categories of ‘trandgent poor’ and ‘non-poor’. The reference concept for
defining dl these categories and sub- categoriesisthe poverty linewhich, aswearegoing to show inthis
paper, isnot only extremdy fluid and imprecise but can dso lend itself to be used asacover for an anti-
poor and pro-rich policy to masguerade as pro-poor. Hulme ligts four condtitutive eements to his
definition of chronic poverty. Firs is the duration. He points out that he redly refers to people “who
reman poor for much of their life course, and who may ‘pass on’ their poverty to subsequent
generations’. Thefive-year ipulationisrather arbitrary, he admits. Second, persstent poverty ismulti-
dimensiona and cannot be expressed in terms of income and consumption done. Thereisnothing new
in this point. The concepts like qudity of life index and human development index are now well
established in the literature. Third, the unit of andysis should be the individua and not the household.
Thismay be desirable in some cases (e.g. prevailing cultural norms producing and reproducing gender
and inter-generation variationsin qudity of lifewithin the household) but isextremdly difficult to practice
in operationd terms. Fourth, chronic poverty should be studied not only in absolute but dso inreative
terms. Thisis an important point but will make cross-country studies extremely problematic.

The greatest problem with the kind of discourse that Hulme' s paper in question represents is
that it regards poverty as an individua- or household-centred phenomenon and insulates it from such
dynamic processes as the digtribution of power in a society which regulates rights and entitlements of
individuas and households. These rights and entitlements, in turn, determine the extert of accessthey
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have to life sugtaining and quality imparting incomes and other enabling conditions. Furthermore, it
digracts intellectua focus of inquiry from what is emerging as the key determining cause of chronic
poverty of millions of individuds and households in developing countries, and increasngly, growing
ranks of marginalised and disenfranchised under-classes in the inner city ghettos in indudtriaised
countries, i.e. the post-Reagan and post- Thatcher globa order based on the neoliberal doctrine.

Amartya Sen had revol utionised conventiona economics, and with it the discourse on poverty,
by introducing the concept of entitlement way back in 1981. Sen had shown that plentiful availability of
goods and servicesin the markets does not by itself mean that al or even most peoplewill have access
to them. Goods and services will go where the demand is and demand is not governed by people' s
needs but by their ability to pay the pricesthey are offered at. People may starvein the midst of plenty
of food and famines are caused not because of shortage of food but because large segments of
population are denied accessto it by the way societies and economies are organised. “The history of
famines as wdl as of regular hunger is full of blood-boiling tdes of callousness and maevolence’, he
points out (Sen, 1981, p.40).”

The entitlement gpproach to development will, therefore, help focus attention on the need for the
socid recongtruction of the markets. Endemic poverty is caused not just by the shortage of goodsaat the
leved of the household or in the market but by peopl€ sinability to make demands for them, or in other
words, inability of earning an adequate incomein relative pricetermsfor paying for thethingsthey need.

Once we redlise this, the locus of the cause moves from the individuad and the household to those
ground rules of society which determinedifferentiated levels of accessthat different sections peoplehave
to income earning opportunities. Attention then shifts to the structure of asset ownership and various
chains of access to these assets in society in general aswell asin locd areas. The need for correcting
built-in imbaances in this sructure and re-ingdling those links of the access chains that are currently
missing then begins to become more obvious.

More recently, Sen links the concept of development with that of freedom. He argues that
freedom has a condtitutive as well as an insrumenta role in development. By ‘condtitutive’ role he
means that freedom needs to be regarded a primary god in itsef in the development process. By
‘insrumentd’ role he means the different ways freedom can act as instruments of development. Five
different types of instrumentd freedoms areidentified: (i) politicd freedoms, (ii) economic fadilities, (iii)
socid opportunities, the basic key to opening these up being literacy, (iv) transparency guarantees,
which includes financid accountability and prevention of corruption and (V) protective security, i.e,
safety nets to guarantee that no one will be reduced to abject misery and economic conditions which
amount to denid of life Sen, 1999, 38-40).

Amartya Sen's entitlement theory and his more recent elaboration of development as “a
momentous engagement with freedom’ s possibilities’ (Sen, 1999, 298) are probably the only credible
chadlenges today to the neolibera orthodoxy which has continued to remain the dominant ideology of
development since the 1980s. These writings provide uswith atheoretica framework for Stuating our
ideas on poverty and enable usto fight it in an effective way.

A dassic case of palicy formulation for combeting poverty within the neolibera framework of
thinkingisthe UK government’ slatest White Pgper on Internationa Development entitled Eliminating
World Poverty: Making Globalisation Work for the Poor (DFID, 2000). It recognises that the
effects of globdisation on the poor are not predetermined. They could be positive, creating opportunities
for the poor to climb out of poverty, or negative, pushing them into greater destitution. The crux liesin
how globdisation is managed.

According to DFID, the essentid components of good management of globaisation are (i)
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promoting effective governments and efficient marketsin devel oping countries, (i) investing in people-

in hedlth, education and information technology, and ensuring that the poor have access to them, (iii)
atracting greater inflows of private financid capitd, encouraging a the same time greater corporate
socid respongbility of the private sector, (iv) getting trade to benefit the poor, (v) preventing
environmental deterioration, (vi) greater focusng of aid resources on combating poverty and (vii)

srengthening theinternationa system, because“where there are no rules, therich and powerful bully the
poor and the powerless’ (DFID, 2000, 20).

This agendalooks net, tidy, incontestable and even compassionate for the world' s poor. But
the problemsliein the detail, and more specificaly, in the key omissonsin the detall.

Investing in people— in helth, education, capacity building intechnologica skillsand informetion
technology, for example, is sound and unexceptionable counsd. But Latin American countries are now
gpending many times more in debt servicing, dividends, roydties and technology licensng fees to
multinationa companies and feesto devel oped country consultants than on ‘investments on their own
people (Saha, 2002). All of these countries are struggling with massive current account and trade
defidtsinthar international transactionsand budget deficitsin their domestic economies. They have had
to introduce swinging cutsin their public expenditure levels, much of which fell on budgets rdaing to
hedlth, education and combating poverty, because of the conditionditiesimposed on them by the IMF
through the structurd adjustment and stabilisation agreements that they were forced to sgn during the
1980s and 1990s. None of these find mention in DFID’ s 2000 document but these are precisdly the
reasons which are serioudy jeopardising the abilities of developing countries to invest in their own
peoples. To turn a blind eye to this ground redlity and dish out empty advice on investing in people
seems disingenuous and aso less than intellectualy honest. The politica and intellectud leedership in
most devel oping countries understand theimportance of investing in people and arein need of nolecture
on this. What they are in need of are resources, which the developed countries are taking away from
them through the diverse channds of outflows which globdisation is opening up and speeding up. The
DFID document provides no clue on how these flows could be reversed.

DFID’s ideas on how we should “re-think our gpproach to the mobility of people’ are even
stranger. It says nothing about the draconian immigration controls practised by developed countries
agang the movement of |abour from devel oping countries— the ‘ economic migrants . Itsmain concern
isthat firms and consultants of developed countries should be able to “ provide technical assstancein
design, production and packaging to firms’ in devel oping countries. The object here clearly isto boost
business opportunities for UK based firms and individuas. DFID aso shows a lot of concern for
protecting the interests of devel oped countriesthrough strict enforcement of their property rightswithin
the framework of the WTO Agreement on Trade-Related Aspects of Intellectual Property Rights
(TRIPs), but only limited concern for theincorporation of theindigenous knowledge pools of the people
of developing countries and their indigenous genetic resources within the framework of this regime
(DFID, 2000, 45).

Onthesubject of * harnessing capitd’, while on the one hand DFID holdsthat “the attraction of
capitd inflows is an essentid dement of a drategy to speed up sustainable development and poverty
reduction”, it acknowledges on the other hand that these inflows have tended not to help the poor. It
nevertheless counsdl's developing countries to take necessary measures for atracting foreign capitd,
stressing the need for prudence and caution in doing so. The overdl impression one gets from reading
through this rather ambivaent and verbose text is that concern here is more for creeting a stable and
profitable business environment for developed country investors in developing countries than for
benefiting the poor of the latter countries from these investments.
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3. Extent of poverty of poverty in Brazil and itshistorical roots

In 2000, Brazil’ s per capitaincome of US$ 7,300 in purchasing power parity dollarswasfourth highest
in South America, after Argentina, Chile and Uruguay. That per capita income was more than three
times higher than that of Bolivia, two and a haf times that of Ecuador, 64% higher than those of

Paraguay, 26% higher than that of Venezuelaand 20% higher than that of Colombia. Despiteits upper
middleincome satus, 7 million Brazilians earned lessthan adollar aday in 1999; 29 million earned less
than two dollars a day. Brazil's Nationd Statigtics Office (Instituto Brasileiro de Geografia e
Estatistica), provides income didtribution gatistics in terms of fractions or multiples of statutory

minimum wage, which was 180reai s per month per capitain September 2001, equivalent to US$ 70 at
the prevailing exchangerate. That isalevel of income of desperate poverty, no Brazilian can meet even
the most basc of needs at that levd, given the prevailing cost of living indices. It isin fact alevd of

dedtitution. In September 2001, 39 million Brazilian men and 49 million Brazilian women abovethe age
of 10 earned |lessthan that income; i.e. 46% of men and 69% of women. Even worseisthefact that 22
million men and 38 million women, i.e. 33% and 54% of al men and women respectively, in fact earn
less than half of this statutory minimum wage (caculated by authors from IBGE, 2001).

Table 1. Scale of poverty and of socid inequdity in South America

Countries Per capita % of pop % of pop Gini index % share of % share of

income (PPP earning earning income with | income with

uss$) below$la | below $2a therichest | the poorest

day (PPP day (PPP 10% of pop | 10% of pop

us) us)

Argentina 12,050 NA NA NA NA NA
Chile 9,100 4.2 20.3 56.5 46.1 14
Uruguay 8,880 <2.0 6.6 423 327 21
Brazil 7,300 5.1 174 60.0 47.6 09
Colombia 6,060 110 28.7 57.1 46.1 11
Venezuda 5,808 147 36.4 48.8 299 13
Peru 4,660 155 414 46.2 354 16
Paraguay 4,450 194 385 5.1 46.6 0.7
Ecuador 2,910 20.2 52.3 43.7 338 2.2
Bolivia 2,360 113 614 420 3.7 2.3

Source: Per capita income column = World Development Report, 2002; other columns = World Development Report, 2000/01

Brazil’s Gini index in 1996 was 60%. Compared with 36.1% of India, 37.8% of the UK and
40.8% of the USA, thisis an index of an extremely unequd society. Only thetiny and war-torn West
African countriesof Serraleoneand Central African Republic with nearly collgpsed civil societies, hed
dightly higher Gini indices of 62.9% and 61.3% respectively. In 1996, nearly hdf of the nationa income
went to the richest 10% of the Brazilians; the poorest 10% had a share of only 0.09% per cent. Over
the last quarter century, the distribution profile of income in the Brazilian society has remained broadly
the same. Thisis a profile of extreme concentration of wedth at the top end and deep poverty at the
bottom end.

Many of Brazil’s qudity-of-life indicators are a so lower than those in other South American
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countries which are much poorer than it. Its life expectancy a birth is lower than those in the much
poorer countries of Colombia, Venezuela, Paraguay, Peru and Ecuador. Percentage of its people who
are not likdy to survive until the age of 40 is dso higher than the corresponding percentages in
Colombia, Venezuea, Paraguay and Ecuador. It isthe same asthat in Peru, dthough thelater country’s
per capitaincomeis 36% lower. Itsinfant and child mortdity figures are dso much higher than thosein
Colombia, Venezuda, Paraguay and Ecuador; maternd mortality figures are higher than Colombia,
Venezuda and Ecuador. Its adult literacy rate is the lowest in South America with the exception of
Balivia Clearly, the benefits of Brazil’s wealth are not reaching vast sections of its people.

Table 2: Hedth implications of poverty

Countries Life % of Infant Under 5 Maternal Md- Birthsper | Public exp.
expectancy a | people not mortality mortality mortality nutrition in woman on health
birth expected to rate (000 rate (000 rate (000 children (% of
survive to live births) [ live births) | live births) under 5 GDP)
age 40 (%)

Argentina 73.1 55 19 22 0.38 2 2.6 40
Chile 75.1 44 11 12 0.23 1 2.2 24
Uruguay 74.1 5.0 16 19 0.21 4 24 19
Brazil 67.0 11.3 36 42 1.60 6 23 34
Colombia 70.7 9.8 25 0.80 8 2.7 49
Venezuela 73.0 6.4 21 0.65 5 29 30
Paraguay 70.0 8.6 27 1.90 NA 39 2.6
Peru 68.6 11.3 43 2.70 8 31 2.2
Ecuador 69.7 94 30 39 160 NA 29 25
Bolivia 61.8 18.0 66 85 3.90 8 4.1 11

Source: UNDP, 2001.

Limahas discussed the historicd roots of Brazil’ s chronic poverty in arecently published book
(Lima, 2002). Only some of the landmarks of that history need to be mentioned here. A key feature of
the early phase of the founding of Brazil was of course genocide and forced endavement of its
indigenous population. There existed a consderable degree of intellectua support for this process
among the European settlers until the early parts of the last century. A report in the German language
newspaper Der Urwal dsbote, published from Blumenau in Santa Catarina State, for example, had this
to say on this matter:

Sentimental points of view, that consider unjust and immoral the expeditionsto hunt down Amerindians, are
inopportune (quoted in Willens, 1980, p. 83).

In Brazilian higoriography there is amagnificent but little-known book on the social higtory of
Brazil’ shinterlands (Leonardi, 1996). It chroniclesthe unreasoned violence employed by the colonisers
and exposes some of the myths of officid historiography, which tried to paint a picture of ‘recid
harmony’, of a peace-loving, egditarian and nonracist Brazilian society based on a ‘conciliatory
temperament’ of the Brazilian dite. Thisbook, entitled Entre Arvor es e Esqueci mentos, demonsirates
the various shades of prejudice and the negative images of the Amerindians held by the 19" and early
20™ century historians of Brazil (eg. Varnhagen, Affonso Taunay, Rocha Pombo and OliveiraVianna,
among others) who judtified and defended the use of violence and the treetment given to the indigenous
peoples. One notable exception was Capistrano de Abreu. He criticised the violence of the system, the
greed of the colonigts, the vend governors and the incoherent legidators who laid the foundations of
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Brazilian society “on blood; blood wasthe mortar keeping the edificetogether.” (citedin Leonardi,
1996, p. 32).

After the decimation of the Amerindians cametheturn of the davetrade, bringing large number
of daves from Africato work on sugar and coffee plantations. Between 1600 and 1870, 3.6 million
African daves had dreedy arrived in Brazil (Curtin, 1969, pp 3, 15 and 265-9). By 1789, black and
mixed race daves condtituted 48.7% of the country’ s population, free blacks 12.5% and Amerindians
7.7%. Only 31.1% of the population waswhite, but they had dl thewealth and power (Conrad, 1972).
Brazil's higtory of davery has created a durable foundation for the perpetuation of poverty in the
country. When the black daveswere freed in 1889, nothing was doneto rehabilitate them in society as
a free wage-earning labour force. Instead, a programme of ‘whitening’ the population was launched
which involved encouraging massimmigration from Europe. These newly arrived immigrantswere given
al thejobsin the newly emerged labour market. The black Brazilians were mainly shut out from this
labour market except at the lowest paid level. They were dso denied access to dl training and
opportunities of skill-acquisition which could have enabled them to participatein thislabour market. The
racia prejudice againgt the black Brazilians proved to be even more durablethan davery, fromwhich it
semmed. While the immigrants from Europe kept flooding into Brazil and taking up jobs which freed
davescould have done or been trained to do, the black and mixed-race Brazilianswere dlowed to snk
into, and stay in, ever-deegpening poverty.

Joaguim Nabuco's masterpiece, O Abolicionismo, first published in 1883, provides a vivid
account of how davery produced widespread misery aswell asimmensewedth for thefew. Ontheone
hand: “the vast regions exploited by colonid davery” that had an aspect of “unique sadness and
abandonment: in them there is no communion between man and the land, no sign of permanent housing
or of naturd growth. The past isvidgble but there isno sgn of any future.” (ibid, p.106). On the other
therewas" agpectaclethat deceived many. Thehouses, the so-caled palaces of thelanded aristocracy
in Bahiaand Recife, the uniforms of the flunkeys, the litters, the sedan chairs, the noble coaches mark
the flourishing monopoly of cane” (ibid, p. 108).

Abalition of davery in 1888 freed Brazil’ sblack and mixed race peoplefrom lega servitude, but
did nothing to free them from the degrading socid and economic conditionsit entailed. As Fernandes
pointsout, abolition came at atime when black people were doing lowly or undesirablejobs. Despitea
strong humanitarian character, the Abolitionist Movement saw black people more as objects than as
subjects of the movement. “Hence, what could be termed the abolitionist conscience ‘belonged’ to
white peopl€’ (Fernandes, 1968, p.115). Thiswould seem to explain why neither structural measures,
such as an agrarian reform, nor compensatory measures, such as education or socid security, which
might ensure minima protection for former daves working on theland or in domestic service with low
sdf-esteem, were adopted. “Savery deprived black people of nearly dl their culturd heritage and
sociaised them only for narrow socid roleswithin which their persondity developed, whether dave or
free. As aresult, Abalition thrust them into the ‘arena of free men’ without them having the psycho-
socid and indtitutional resources to adjust to their new position in society.” (ibid, p. 117).

A key system which kept the vast mgority of Brazil’ sblack and mixed race peoplein perpetua
poverty, and its transmission down successve generdtions, was the ownership of large landed edtates,
the latifundia. In hisdassic work, Quatro Séculos de Latifandio, Alberto Passos Guimaraes (1981)
identifiesthree didtinct periodsthat characteriselatifundiain Brazil, a least until 1964: (i) the colonid era,
covering sugar plantations and cattle ranches; (ii) the post-independence period, with coffeelatifundia
and (iii) the sugar mills. For this author, the disintegration of the latifundium structure began afew years
after the abolition of davery, with its second inflection caused by the coffee criss between 1929 and
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1933. After that time, the systematic subgtitution of arable farming by pasture began, which redly wasa
saving gracefor ownersof large properties. In the state of Bahia, for instance, theincome generated by
livestock raising between 1947 to 1956 rose from 20% to 35%. During this period the presence of
foreilgn meatpackers such as Anglo, Armour, Swift, and Wilson aso grew. These started to dominate
large tracts of land (ibid, p. 188).

Between 1950 and 1960, capitdist production in agriculture began devel oping with the gradua
incorporation of technologies, increasing the number of tractors and the use of chemicd fetilizers.
During this period, the number of tractors in agricultura establishments rose from 8,372 to 63,493 —
actudly very little for the amount of arable land in the country, but nevertheless a sevenfold increase.
Most of the expanson took placein the states of S&o Paulo and Rio Grande do Sul, which accounted
for 75% of the totd (ibid, p.189). Between 1947 and 1968, the share of agriculture in total national
income fell from 31.7% to 22.7%. (Oliveira, 1977, p. 43). Around the 1970s the de-rurdization
process of the Brazilian population began in earnest. In 1950, Brazil had 50 million inhabitants, 64% of
them living inthe countryside; but by 1980, the population had risen to 119 million, with only 32% living
inrura aress.

Regarding the distribution of rura income, in 1970 the poorest 20% of the economicaly active
population received 5% of totd agriculturd income, while the poorest 50% got alittle more than 22%.
By the 1980s, the first 20% received less than 4% of agricultura income and the poorest 50%, only
15%. By the sametoken, in 1970 the richest 5% in the rurd areadetained 24% of agricultura income,
jumping to 44% in 1980. These numbers reved the tremendous inequality to be found in rurd Brazil.

In 1992, INCRA (Nationd Colonization and Land Reform Ingtitute) counted five million rurd
propertiesin Brazil, covering atotal of 639 million hectares. Of these, 1,219,167 properties covering
424 million hectareswere classified aslatifundia. Propertieswere consdered assuch if they werelarger
than 1,500 hectares in the North of the country; a thousand hectares in the Centre-West; and 500
hectares in the Northeast, Southeast and South. In other words, 24.3% of dl the rura propertiesin
Brazil are classfied aslatifundia, whichin turn monopolize 66.3% of dl availableland. Theagricultura
census of 1996 reveded that, between 1985 and 1996, the number of persons working in agriculture
fell 23%, whilethe sector’ s aggregate product increased 30% over the same period. (Diasand Amard,
1999).

Aswe know today, the second phase of rura industrialization began in the 1980s, accelerating
urban migration so that by the end of the twentieth century 80% of the Brazilian population lived in urban
aress. Thishas had very serious socid implications, creating large shanty townsand urban violence due
to ahugeincreasein forma unemployment and an explosonininforma services. Thisradicd and repid
expulson from rural areas gave riseto areconsderation of the subject of land reform, aswell astothe
emergence of the Landless Rural Workers Movement (MST). Socid inequdity hasgrown bothinthe
countryside and in the cities, but in contrast with the 1960s and 1970s, the rate of economic growth has
dowed down and unemployment has increased without a*“populist” government.

4. Theemergenceof the PT: shift towardsa new poalitical culture

In many ways, the emergence of the PT as a politicd party marked awatershed in Brazilian
politics. Traditiondly, palitics in Brazil has dways been associated with a culture of clientelist and
patrimonid relaions, informa deds and intermeshing networks of palitical accommodations among
powerful locd elites and ties of patronage and power brokering between them and ordinary peoplein
their zones of influence (Schmitter, 1971; Cintra, 1979). The system is often referred to as
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coronelismo, i.e., concentration of power at the locd levd in the hands of a network of loca land-
owning bosses, known as coroneis (3gnifying redl or claimed connection with the military) or doutors
(ggnifyingadam on gausvia auniversty degree) (Led, 1948). Inthispoalitical culture, politica parties
have dways been dlite driven gpparatuses for gathering votes for the bosses, “little more than the
patronage machines of regiond oligarchies’ (Hagopian, 1996, p. 46). But the PT has been different

from the very beginning.

The PT grew out of the conjunction between massive labour upsurgein the late 1970s and a period of debate on the
left about what kind of political party (or parties) should be constructed in the transition to democracy. [...] Asa
socialist party, it proposed sweeping changes in the orientation of social and economic policy to benefit the less
privileged. As a participatory and democratic party, it proposed a new conception of politics, in which previously
excluded sectors of the population would be empowered to speak for themselves. [...] The PT’s very existence
seemed to imply the breakdown of entrenched patterns of elite dominance of the political system (Keck, 1992, p. 3).

The PT is a mass based party and the level of internd democracy within it is without doubt
greater than in any other party in Brazil. There are, however, serious contradictions within it. Thisis
perhaps to be expected in amass based party seeking to practiceinternal democracy. All through the
1980s, two pardle tendencies had co-existed within the PT, those of a moderate Articulation for
Socialist Democracy (Articulacdo a Democracia Socialistaor ADS) and amoreradicad Socialist
Convergence (Convergéncia Socialistaor CS) until José (Z€) Mariatook CS out of PT to launch a
new party cdled the Socidist Party of the United Workers (Partido Socialista dos Trabalhadores
Unificado or PSTU) in 1996. Currently, on the right of the party is Campo Majoritario, whichis
further splitinto alarger sub-segment of Articulacdo and asmaller one of Democracia Radical. Onthe
left are severd factions, the largest of whichis Democracia Socialista. Among the other |eft factions
are Articulacéo de Esquerda, Forcga Socialista, O Trabal ho and anumber of independent individuals
with grassroot following. In the 2002 dection, out of the 91 PT members elected as federa deputies,
30 are believed to belong to the | eft factions. Of these, nine belonged to Articulacéo de Esquerdaand
seven to Democracia Socialista. Two-thirds of the federal deputies belonging to the PT in 2002 are
therefore comfortable with abandoning the idea of the radical socidism of the 1960s and 70s.

PT’ smass base dso does not seem to extend to the whole span of the Brazilian civil society, not
even to dl sections of the poor. It was incubated in the militant trade union movement of the organised
workersin car making and metdlurgicd indudtries of S&o Paulo in the late 1970s and has drawn the
bulk of itsintellectua and srategic support from theleft leaning academics of universitiesand sgnificant
sectionsof professiond classes acrassthe country. Ever sncethen, it hasmainly represented amutudly
supportive codlition of factory-floor workers of the organised manufacturing sector (classe operaria)
and the lower and middle segments of the sdaried middle-classes.

While its dliance with the Nationad Federation of Trade Unions (Central Unica dos
Trabalhadores or CUT), which mainly represents this codition, has dways been strong and organic,
the support it has given to, and received from, mobilised segments of the rura workers, represented by
the relatively moderate Trade Unions of Rurd Workers (Sndicatos dos Trabalhadores Rurais or
STRs) and the more radica Movement of Landless Rural Workers (Movimento dos Trabalhadores
Rurais Sem Terra or MST) has been rather selective and a an arm's length. Its outreach to the
unorganised segments of the country's labour force, eg. workers in unregistered smal and medium
industries, non-unionised workers in wholesde and retail trade, small-scale agriculture, transport and
service sectors, in both urban and rura areas, hasbeen mainly conspicuous by absence until now. Inan
interview given to Folhade S&o Paulo prior to the 2002 el ection, one of MST's top ideologues, Jodo
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Pedro Stedile, explains the movement's ambivaent attitude to PT. He accepts that PT is the only
nationa political party which stands for red socid change in Brazil, which is why MST will dways
support it during eections. He dso says.

This[PT's] discourseis not of defending a programme of the left or of the necessary radical changes that our society
requires. Inthe ideological spectrum, thisisaprogramme of the centre. But the important thing is not the discourse
but the nature of social forces which are mobilised around candidates. And the candidature of Lula symbolises
change. [...] All our socia militancy - of the MST and indeed all other rural movements, are committed to the Lula
campaign (Stedile, quoted in Fraga, 2002).

Even before Lulawasingtdled as President on 1 January 2003, the M ST had warned that their
interest must not be bargained away in the political horse-trading that alway's accompanied government
formation in the country'sfractious politica system. It demanded that extendvetracts of land belonging
to big landowners, including those that are currently under illegd occupation of squetters
(acampamentos), are taken fromtheformer, madeinto planned settlement colonieswith housngand dl
necessary infrastructure built at federal government expenseand legally settled with thelatter. 1t said that
it regarded Lula as an dly of the landiess and that: "If the government speeded up the process of
acquiring land (for sttling the landl ess), there should be no need of any more actsof forcible occupation
by us. Nobody does it because he thinks it isanice thing to do, that thisisapicnic' (Bdthazar, 2002,
A8). In other words, PT’s hew government was on notice.

5. Thearchitecture of the current political spacein Brazil

ThePT isof coursenot the only party of theleft in Brazil. Infact, apolitica culture driven not by
ideology and/or doctrine but by the persondity of leaders of acknowledged status—the laiter day extra-
locd coroneis and doutors, has produced an extremely fragmented party politica map once the
military’ sban on palitical partieswaslifted by Law 6767 of 20 December 1979. In 2002, 19 politicad
parties won representation in the Chamber of Deputies, the lower house of the Congress. Another two
had won segtsin the 1998 Congress and are dill politicaly active. There exists a degree of fluidity on
the margin regarding membership - lay members aswell as senior leaders, including senators, federa
and state deputies, mayors and gubernatorid and presidential candidates often change parties. Some
have done so0 severd times in their political careers. Many of these parties are indistinguishable by
doctrine, policy orientation or campaign dogans. Arranging them on a left-centre-right spectrum on a
grict ideologica or policy-orientation criteriais therefore problemétic.

It is, however, possible to identify a category of the broad left by putting together dl those
parties which have emerged from various efforts of mobilising the poorer massesin different phases of
Brazil’ srecent palitica higtory, particularly, the organised sections of thelabour forceand ‘ the smdl men
and women' in generd, againg the interests of the traditiona elite and big indudtridists. The PT, the
parties which emerged from Vargas sponsored Partido Trabalhista Brasileiro (today’s PTB and
Leond Brizola'a Partido Democrético Trabalhista), the parties emerging from the communist
movement of the 1930s (Partido Comunista do Brasil and Partido Popular Socialista), the party
creeted in 1988 by the | eft-leaning diss dents of the centre partiesand a so atracting dissdentsfrom PT
(Partido Socialista Brasileiro) and the Green Party created in 1993 are the obvious candidates for
incluson in this category. The middle ground is clearly defined by the two large parties (Partido do
Movimento Democr atico Brasileiro and Partido da Social Democracia Brasileira) congtituted out
of the ‘ officia opposition’, Movimento Demoaocr atico Brasileiro, created by themilitary in 1966. These
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are populist parties with strong party organisationsin al states and therefore able to mobilise votesin
times of eections. The PSDB was Cardoso's dectora basefor winning presidentia eectionsin 1994
and 1998 while the PMDB has been acrucid power broker at the nationd level ever since the end of
the military regime in 1984. On the right of the Brazilian palitics are the three successor parties of

ersdwhile ARENA, the palitical support base of the military regimes between 1964 and 1984 (Partido
deFrenteLiberal, Partido Progressista Brasileiro and Partido Liberal). These patieshavemainly
represented the interests of big landowners and big agribusiness enterprises. In addition, thereis a
scatter of smal parties led and orchestrated by charismatic and/or ultra-nationdlist leeders or specid

eite interests. Some of these are just trangent in nature, often called 'parties for hire' or partidos de
aluguel. The current party politica map of Brazil is shown in table 3.

Table 3: The Party Political Map of Brazil in 2002*

Abbreviate | Year of Complete names (with English translations)

d names launch

Parties of the L eft

PT Feb 1982 Partido dos Trabalhadores (Workers' Party)

PDT Nov 1981 | Partido Democrético Trabal hista (Democratic Labour Party)

PSB Jul 1988 Partido SocidistaBrasileiro (Brazilian Socialist Party)

PPS Mar 1992 | Partido Popular Socidista (Popular Socidist Party); formerly, Brazilian Communist Party.

PTB Nov 1981 | Partido TrabahistaBrasileiro (Brazilian Labour Party)

PC do B Jun 1988 Partido Comunistado Brasil (Communist Party of Brazil)

PV Sep 1993 Partido Verde (Green Party)

Parties of the Centre

PMDB Jun 1981 Partido do Movimento Democrético Brasileiro (Brazilian Demaocratic Movement Party)

PSDB Aug 1989 | Partido da Social Democracia Brasileira (Brazilian Social Democratic Party)

Parties of the Right

PFL Sep 1986 | Partido daFrente Liberal (Liberal Front Party)

PPB Nov 1995 | Partido Progressista Brasileiro (Brazilian Progressive Party); created after the merger of
Partido Popular and Partido Progressista Reformador; also successor to Partido Democrético
Social.

PL Feb 1988 | Partido Liberal (Liberal Party)

PSD Mar 1990 | Partido Socia Democrético (Social Democratic Party)

PRONA Oct 1990 Partido de Reedificagdo de Ordem Nacional (Party of the Restoration of the National Order)

PSDC Aug 1997 | Partido Social Democrética Cristéo (Christian Social Democratic Party)

PST Aug 1996 | Partido Social Trabalhista ( Social Labour Party)

PMN Mar 1990 | Partido da Mobilizagdo Nacional (National Mobilisation Party)

PSC Mar 1990 | Partido Social Cristéo (Christian Social Party)

PSL Jun 1998 Partido Social Liberal (Social Liberal Party)

PHS Mar 1997 | Partido Humanista da Solidariedade (Humanist Solidarity Party)

PTN Oct 1997 Partido Trabalhista Nacional (National Labour Party)

*Note: Only parties represented in the Congress elected in October 1998 and 2002 are included in this table.
Source: Almanaque Abril 2001 and 2002 and discussions with Brazilian colleagues during fieldwork in December 2002.

Therise of the broad |eft in Brazil in the 1990s has been impressive. In 1994, the seven parties
of the left between them had won 122 segtsin the Chamber of Deputies, 14 seatsin the Senateand Six
gtate governorships. Their presence in the Chamber increased to 136 in 1998 and 194 in 2002 and in
the Senate, to 21 and 27 in those years respectively. Between 1994 and 2002, theleft’ srepresentation
in the Serate had nearly doubled and had increased by 59% in the Chamber of Deputies. The PT's

11




success has been even more remarkable. Between 1984 and 2002, its Senate seatsrose from 5to 14,
an increase of 180% and its Chamber seets from 51 to 93, an increase of &%. In 1994, |&ft’'s
candidates had won posts of governorsin six states, that number had risen to 10in 2002. The PPSand
the PSB have aso been making spectacular gains, dbeit from a smdler base in 1994. The PTB has
maintained its pogtion since 1994, while the representation of the PC do B and the PV declined
between 1994 and 1998 but rose significantly again between 1998 and 2002.

Theright’ sand the centre’ s hold on power has, on the other hand, been declining since 1994.
The right had 30 seats in the Senate in 1994, that number had declined to 21 in 1998 and rose again
dightly to 24. Itsrepresentation in the Chamber fdll from 207 in 1994 to 182 in 1998 and than again to
171 in 2002. The heaviest losers were the two larger right parties, the PFL and the PPB. The much
amdler PL, currently an dly of Lula, hasin fact been improving its postion in the Senate aswell asthe
Chamber. The representation of the PSDB, one of thetwo centre parties, had strengthened margindly in
both houses of the Congress between 1994 and 1998 but then declined steeply in 2002. The PMDB,
the other centre party, held its position between 1994 and 1998 but then suffered amassvereversein
2002. The two centre parties ftill hold 37% of the Senate seats and 29% of the Chamber seatsinthe
federa Congress. Lula cannot govern effectively unless at least one of these centre parties back his
legidative measures. The right and the centre together held the posts of governorsin 21 statesin 1994.
That number fdl to 17 in 2002 (see table 4).

Table 4: Relative Strength of Political Partiesin Brazil in the Last Three Generd Elections

Palitical 1994 Election 1998 Election 2002 Election
parties 1995-98 Term of Office 1999-02 Term of Office 2003-06 Term of Office
Gov | Senate | coD | Gov | Senate| coD | Gov | Senate | coD
Parties of the L eft
PT 2 5 51 3 6 58 3 14 93
PDT 1 3 25 1 5 16 1 5 19
PSB 2 2 10 2 3 15 4 4 22
PPS 0 0 1 0 2 1 2 1 16
PTB 1 4 24 0 5 27 0 3 27
PCdoB 0 0 10 0 0 9 0 0 12
PV 0 0 1 0 0 0 0 0 5
Total Left 6 14 122 6 21 136 10 27 194
Parties of the Centre
PMDB 9 2 98 6 23 98 5 19 76
PSDB 6 13 86 7 14 97 7 11 72
Total Centre 15 35 184 13 37 195 12 30 148
Parties of the Right
PFL 2 23 103 6 18 105 4 19 82
PPB 2 5 87 2 2 50 0 1 48
PL 0 0 10 0 1 14 0 3 25
PSD 0 0 3 0 0 0 0 1 4
Prona 0 0 0 0 0 0 0 0 6
PSDC 0 0 0 0 0 0 0 0 1
PST 0 0 0 0 0 6 0 0 2
PMN 0 1 2 0 0 0 0 0 1
PSC 0 0 0 0 0 0 0 0 1
PSL 0 1 2 0 0 5 1 0 1
PHS 0 0 0 0 0 1 0 0 0
PTN 0 0 0 0 0 1 0 0 0
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Total Right 4 30 207 8 21 182 5 24 171
Independents 2 2 0 0 0 0 0 0 0
of theright

Grand Tota 27 81 513 27 81 513 27 81 513

Source: Compiled by the author on the basis of data obtained from Tribunal Superior Eleitoral (Brazilian Federa Election Commission) during fieldwork
in December 2002.

Abbreviations of Column Headings: Gov = Governorships of States; COD = Federa Chamber of Deputies (Camara dos Deputados do Congresso
Nacional); Senate = Federal Senate (Senado Federal)

It wasastrange electora battleground that L ula, the candidate of theradica left (the PT and the
PC do B), wasfighting for presidency with the rest of the left arrayed against him, but with the support
of far right PL and theinforma support of right- of-the-centre PMDB. The party of theformer socidigt,
Cardoso, wasfighting for the same post on the support of haf of the centre and the bulk of theright and
inoppositionto dl partiesof theleft. But eectionsin Brazil have never been fought on drict ideologica
lines. All main political parties of the left and the centre are in fact coditions of severa ideologicd and
doctrinaire tendencies, which often lead to perpetud intra- party factiona conflicts. The parties of the
right have tended to be more united and coherent and it isnot difficult to seewhy. Unlikeleft and centre
parties, they do not pursue difficult-to-define agendaslike socid change, combating poverty or creating
amore equd society but more concrete objectives like protecting the interests of clearly identifiable
better off sections of society like big land owners, agribusiness entrepreneurs and large and medium
indugtridigts. But during the 2002 dection campaign the usud unity of purpose seemed to have fdlen
gpart. Not only the PL, but significant sections of the PFL aswell, extended direct or indirect support to
the Lula campaign (Filho, 2002).

Lulahas adifficult balancing act to perform. On the one hand he has to go some way to meet
the raised expectations of Brazil's poor, the underprivileged and sgnificant sections of middle and
professona classes, i.e. his core support base. On the other he hasto avoid confrontation, and indeed
try to cultivate good relations, with the IMF, the World Bank, the United States, and equdly crucidly,
Brazil's own industridists and powerful business lobbies. An important reason why Lula won S0
convincingly in 2002, after loosing in 1990, 1994 and 1998, wasthat vast sections of Brazil's population
had felt that Cardoso, in his enthusiasm to please the foreign bankers and creditors, had betrayed the
people who had eected him, that he had promised much and ddivered little to the country's less
privileged.

Lula's chances of succeeding in thistask will depend on the extent his party is able to shed its
historic ideological ambivaence and follow aclear and explicitly stated policy direction, now that itisin
charge of governance. During 22 years of itsexisenceasapalitica party it has never explained clearly
whether it seeksto follow aradica or areformist path to achieve socid justice. Inthe pad, i.e., prior to
the eection campaign of 2002, two words, which have constantly recurred inits political vocabulary,
were socialism and democracy. The PT has never madeit explicit how it seeksto combine thesetwo
conceptsinto asnglepoliticd ling, i.e. whether that linewill include such fundamentd structurd changes
as effective land reform and other effective programmes of closing the country’ slong-enduring weslth-
gap or just a dow progresson of incrementa measures which do not chalenge the current unequa
structure of society.

6. PT’scampaign promises. a car efully wor dedmanifesto of theleft, but not of theradical left

It isggnificant that in its campaign document for the 2002 dections entitled Another Brazl is
Possible (UmOutro Brasil é Possivel), PT does not mention theword 'socialism’ even once, except,
in one place, in the negative context of the collgpse of 'socidism’ in Centrd and Eastern Europe. Thisis
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a five-part document. The first part outlines the concept of a new socid contract for overcoming the
limitations of the market.

The new social contract proposed by us represent a strategic commitment to human rights and a compl ete change of
direction. Brazil will movein adirection which is an aternative to neoliberalism. This will involve challenging the
hegemony of the culture of excessive dependence on the market promoted by capitalist globalisation. [...] Our
national project has aclear vision of a society which is solidarity based and not predatory and exclusive” (Partido
dos Trabalhadores, 2002a).

Limitations of the market are outlined thus:

“The market does not produce justice and does not have any commitment to ethics or the future. The market cannot
substitute the democratic public debate and the decisions that spring from it. These alone can guarantee
environmental protection and social justice” (Partido dos Trabal hadores, 2002a).

The second part emphasises the need for bresking out of the internationa straightjacket
imposed by ‘globalised neoliberdism'’. It takes a position of oppostion to the proposed Free Trade
Area of the Americas (FTAA), which is seen as a part of “a scenario of the increasing loss of the
decision-making power of thelocd (Latin American) statesand progressive control of the United States
on the region’s economy”.

Thethird part sets out the framework of anew mode of deve opment. “ Digtribution of income
and wedlth for creating an extensive market of mass consumption and (the introduction of) basic and
universa socid policies are the propulsive forces of this new modd”. It makes 15 specific policy
commitmentsfor establishing thisnew mode. Thefourth part promisesanew socid contract which will
bring about structurd changesfor guaranteaing afair distribution of income, wedlth, power and culture—
necessary ingredients for a new agenda of socid incluson. Thisnew socia contract will pendise rent-
seekers and speculators but will benefit dl big and small entrepreneurs who are engaged in productive
activities for broadening the mass consumption market.

The fifth part promises to repudiate the memoranda of intentions signed by the Cardoso
government with the IMF and to move towards a system of a Memorandum of Economic and Socid
Respongihility, to be negotiated annudly on the basis of widest possible discussions with the Brazilian
SOociety.

PT had aso issued another, lesswiddly circulated, document called Concepts and Guidelines
of the PT’s Programme of Government for Brazl 2002 in June. In this document, it took a more
doctrinaire postion regarding its future approach to key policies of governance. It promises “a break
from the current economic model based on market liberaisation and radical deregulation of the nationa
economy and the consequent subordination of its dynamicsto the interests and whims of the globalised
finance capitd” and adetermined search for “anew mode of deve opment which iseconomicaly vigble,
ecologicaly sustainable and socidly just”. It promisesto “ speed up growth and to maintainthe socid as
the axis of development”. The hdlmark of the radical Ieft is clear in this documert:

We should oppose the globalisation of capital and markets by putting in its place solidarity and internationalism of
peoples. It isin this context that the defence of democratic socialism can be better achieved and support for a
programme of the |eft on an international scale can become more widespread (Partido dos Trabalhadores, 2002b).

It criticisesthe privatisation programme carried through by the Collor de Mélo, Itamar Franco
and Cardoso governments as responsible for the precarious state of theinfrastructure, undermining the
systemic competitiveness and the growth potentid of the nationd economy. It arguesthat privatisation
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increased the relaive prices of important public goods like energy, communication and transport, the
burden of which fell disproportionately on the poor. This meant, in effect, thet the federa government
just transferred existing public assets, created by Brazil over severd decades, to nationd and foreign
private business, ingtead of creating new ones. The state thuslost control over the basicinputsrequired
for development and the economy |ost competitiveness. The continued dependence of the country on
foreign capita and continued maintenance of high interest rates crested a massive debt problem. The
acceptance of IMF conditionaities meant that the expenditure of debt servicing had to take priority over
the necessary expenditures on infrastructure, science, technology and the socia sector in the
management of public services The nationa economy was thus pushed into a sate of chronic
dependence on foreign capitd. It promises to suspend further progress of the current programme of
privatisation and re-assess and re-audit itsimplications ab intio.

The document’ sfirm anti- poverty commitmentsinclude: (i) anationwide minimum wages|linked
school stipend programme (bolsa-escola), (i) distribution of land to the landless, (iii) better accessto
financia resources for the poor and (iv) a guaranteed anti- hunger and food security programme.

It Spdls out Six specificmeasuresthat the new PT government will undertakein order to reduce
the vulnerability and externd dependence of the nationa economy:

0] It will further improve the existing positive trade balance and reducing the current levels of
defidtsintradein servicesand baance of payment. Thiswill include measuresfor increasing the
technology and va ue- added contents of exports, streamlining and rationalising the structure of
transport, warehousing, re-substitution of imports, specidly in consumer goods, electrica and
electronics, capital goods, petroleum, chemicals, tourism and shipbuilding subsectors.

(i) It will redresstheimbaance created by the uncontrolled opening up of the domestic market to
foreign competition. Thiswill be achieved by means of arevison of thetariff structure and the
indtitution of non-tariff measures alowed under the WTO safeguard mechanismsfor protecting
drategic indudtria sectors. Active policieswill aso be put in place for defending the country’s
trade interests againgt anti-competition measures and aggressive trading practices of other
countries.

(i) It will adopt strict guidelinesfor the entry of foreign direct investmentswith aview to regulating
its flow away from speculative activities and into the priority sectors including those which
support exports, import subgtitution, expansion of capita goodsindustries and strengthening of
endogenous capacities of technologica development.

(iv) It will regulate the process of opening up of the financia sector to the foreign investors. More
specificaly it will regulate the opening of new foreign banksin the country’ sfinancia sysemand
plug the legd loopholes which dlow non-transparent financid operations with overseas
inditutions.

v) With regard to foreign debt, it will repudiate the existing agreement with IMF for freeing the
nationa economic policy from the redtrictions impaosed by it on growth and on the country’s
ability to defend its trade interests. It will liase with countries like Argentina and Mexico for
renegatiating its externd public debt liabilities with the creditor ingtitutions.

(W) It will promote apolicy of multilaterdism in foreign trade. Thiswill mean grester geographica
diversfication of foreign trade, strengthening and expansion of Mercosul, grester economicand
technica co-operaion with emerging economies like China and India and establishment of
specific dliances with foreign companies for supporting a policy of re-subgtitution of imports.
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Onthe Free Trade Areaof the Americas, PT seemsto take an unequivocaly anti-US stand. It
says.

“The Free Trade Area of the Americas, in the way it is presently proposed, is a project of political and economic
annexation of Latin America by the United States— the main target of which, because of its resource potentidsand
the size of itsinternal market, is Brazil. What is at stake, therefore, are our strategic economic interests, and the
preservation of our capacity and autonomy for constructing our own future as anation” (Partido dos Trabal hadores,
2002b).

7. Conclusion: early indicatorsfor hopes and doubts

There are persastent doubts if the PT in government will be able to grow out of the politica
tendencies stamped on it by the circumstances of itsorigin. Two senior professorsof politica science of
the prestigious Séo Paulo Universty, writing after the election victory of Lula, pointedly recall thet the
welfare satesthat the socia democracies of Europe had managed to build weredl founded onthesame
doctrine of neo-corporatism: "organised socid groups (bus ness associations and trade unions) working
together with the State and building relevant pacts for degling with the most important economic and
socid questions’ (Gongalves and Azevedo, 2002). They arguethat the new Lulagovernment should try
to create just such anew 'socid contract' in Brazil. But they also express doubtsinits ability to do this.

"[...] thereality isthat PT has not yet explained how it is going to resolveits historical dilemna. During its 20 years of
existence, it has not yet defined the exact shape of its social democracy. It has repudiated Stalinism, but is still flirting,
here and there, with ideas which are romantically revolutionary and socialist, in addition to being authoritarian. It
scorns social democracy because of its'servile’ commitment to capitalism and to mere reforms. But at the sametime, it
has ended up espousing it" (Gongalves and Azevedo, 2002).

A wdl-known political commentator, Clévis Ross, cautions Lulaagaing getting his handstoo
tied with the currently dominant tenets of neolibera orthodoxy," certain principleswhich have cometo be
regarded as more sacred than the virginity of Mary: a high enough fiscd surplus for maintaining the
debt/GDPrratio, timely repayment of debtsand high interest rates'. Countries should indeed try to avoid
debt default, but if it happens, it is not an agpocaypse. He makes this point with crigp, down-to-earth

logic:

"It isof course better if every family were to repay its debt religiously, if it were to spend not acent more than what it
earns. These are not ideological recommendations but common sense. But it is equally obvious that in a situation
when you do not have enough money to buy food, you default on your debt repayment sometime. If your son needs
an operation, you do spend more than you have, and do not leave him to die or to suffer. These are also acts of
common sense. What does not make sense is the terrorism of threats of apocalypseif agiven line of economic policy
isnot followed" (Rossi, 2002).

Aninterview that Antonio Palocci, the new minister of finance, gave to Folhade Sdo Paulo on
21 December provided no indication of any clear commitment of the new Lula government to break
fromtheeght-year legacy of Cardoso in any sgnificantway. He praised Cardoso’ s centre-right finence
minister, Pedro Maan, the architect of monetarist policies during the two terms of Cardoso
adminigtration, as having “worked correctly, with dedication, he is one of the most serious people |
know in the (Cardoso) government”. He said hewould (i) continue with the Cardoso-Madan policy of
balance- of - payment surplusesfor the purpose of managing the detat, (i) keep theinterest ratewithinthe
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earlier target of 6.5% and (iii) not reduce interest rate until a set of conditionswere met, among which
were that debt-GDP ratio and inflation rate had to begin to fal, trade balance remained postive, credit
commenced to flow in and right conditions for growth prevailed. He said that the new government
would put in place anew incomes policy but did not say how that would be different from Maan’'s. He
sad that he would “begin to combat hunger systematicaly” but did not say how. He openly admitted
that he might have to continue with Mdan's macroeconomic policies for & long as two years.
GUIMARAES, Alberto Passos (1981), Quatro Séculos de Latifindio. S5 Paulo: Paz e Terra.

Thisis how he seeksto distinguish between PT’ s gpproach to development and that followed
by the two Cardoso adminigtrationsin the preceding eight years.

“Brazil needs to have a serious monitory and fiscal policy but this cannot preside over the country. It hasto be
understood that the debate that the president of the republic must addressis not the same that the president of the
central bank needs to address. The system of inflation targets is a useful macroeconomic system for achieving
economic balance but not for presiding over the national project. [...] We have to reverse the direction of the
process, understand that it is sustainable growth more than macroeconomic instruments which generate stability”
(Salomon and Alencar, 2002).

Pdocci seemsto be engaged herein adifficult balancing act. On the one hand, heis seeking to
day within the framework of the PT’s dection promise “to maintain the socid as the axis of
development”, on the other, heis saying that Cardoso- Maan monetary and fisca policieswill continue,
whatever the socia consequences. He does not seem to have succeeded in fully reassuring the Brazilian
middle and professiond classes. A commentator in the widely circulated Folha de Sdo Paulowarned
shortly after the Pdlocal interview that PT’ s financid policies might create “aclosed country” and:

“[...] would provoke an economic convulsion of uncertain result by shutting the country off from the world market.
A smooth transition would be more prudent and effective. If such transition can be assured, there will be stability. It
will then be possible to initiate such political and economic changes that the country needs and more radica ideas
will no longer seem attractive” (Freire, 2002).

In assessing the fithess of Lula's team for combating chronic poverty, what we need to
understand is that combating poverty is essentidly a politica process— it involvesfundamentd shiftsin
the balance of power in the civil society, it involves ganers and losers. In a plurd democracy, the
context inwhich Lulamust function, fundamental changes can only be brought about by consent and not
by force. Securing the consent of the rich, entrenched in their privileged postions, to let others share
some of their wealth and to give up some of their privileges, cannot be an easy task in any circumstance.
A necessary, if not sufficient, pre-condition for securing that consent isto build up apressurefor change
from below by mobilising the poor. Thisthe PT isin abetter position to do than any other politica party
in Brazil.

The PT has aready shown a considerable degree of success in securing the support of the
ggnificant sections of the centre and the right. In the contemporary realpotitik of Brazil’'s system of
governance, it cannot govern without this support in the Congress. What it must consider, however, is
the billsit will be caled upon to pay in exchange of this support. It must also keep theleft, induding its
own membership, united on aminimum agreed programme. This has often proved to be more difficult
than securing the support of the centre and theright. Therewill dso be mounting pressurefromthe IMF
and the United States againgt the adoption of policieswhich underminetheinterestsof globa capitdism.
Its ability to withstand this pressure will depend on how strong it isin the domestic power equation. At
the present moment, its position in this equation is not very strong. There are therefore obviouslimitsto
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what it can achieve paliticaly during Lula s2003- 06 term of office. But it can certainly set the country in
adefinitive courseto afundamenta shift to pro-poor policies. It can usethis period to extend itssupport
base to those segments of society which have largely remained outside itsfold, e.g. the rurd poor, the
smdl farmer, the urban poor in the unorganised sectors and the workers outside the manufacturing
sector. With astronger and wider support base and better organisation, it can achieve moreinasecond
term of office, if it gets one. Chronic poverty is after dl intergenerationd transmisson of poverty. To
think on the basis of an eght-year time scale to ded with it should, therefore, not be regarded as too
unredlidic.
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