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ABSTRACT

Thi s paper anal yzes the origins and problens of and prospects for del
Brazil. Wile Brazil has successfully passed fromauthoritarian to «
governnment, it has yet to develop a well-defined and institutionali ze
denocratic regime. Political institutions, particularly the |egislat
the political parties, sometinmes function a
s instrunents of authoritarian rule rather than pillars of a denocrat
order. Many |eading politicians of the current governnment, nobst not:
Presi dent José Sarney, loyally served the mlitary reginme, and the mi
retains veto power over key legislation. Mst inportant policy neast
not receive public or party debate, but are deci ded

by bureaucrats in econom c and planning mnistries or in the centra
| mense political, economic, and social inequalities persist, and the
servicing of an onerous foreign debt constrains possibilities for ece
grow h and for inproving maldistribution of income. Brazil's relati\
snooth transition to denocracy has inpeded the institu
tion building necessary for denocracy's consolidation, discouraged p¢
participation in politics, and thwarted policy changes that m ght ups
extrenely inegalitarian social order.

RESUMO

Este trabal ho analiza as origens, os problenmas e as perspectivas da
denocracia no Brasil. O Brasil ja transitou de um governo
autoritario a outro denocratico, nmas ai nda ndo consegui u

est abel ecer um regi me denocratico bemdefinido e

i nstitucionalizado. As instituicdes politicas, especialnmente o
congresso e os partidos politicos, as vez

es funci onam mai s cono instrunmentos de dom nagdo autoritaria do
que cono balurites de una ordem denocratica. Miitos politicos
dest acados do governo atual, inclusive o Presidente Sarney, foram
fiéis ao regine mlitar, e as forcas arnadas ai nda det ém um poder
de veto na arena politica. De nodo geral, as politicas publicas
sdo deci di das

por burocratas dos ministérios econbni cos ou do Banco Central, e
ndo atraves de di scussfes partidarias ou publicas. Persistem as
prof undas desi gual i dades politicas, econbémicas e sociais, e 0
paganento dos juros da divida externa limta as possibilidades
para o crescinento econbm co e para distribuicado da renda. A
relativa tranquilid ade da transi cdo denocratica inpede o
desenvol vimento instituci onal necessario a una denocracia
consol i dada, desincentiva a participacdo popular na politica e

bl oquei a politicas que poderiam alterar uma ordem soci al baseada
em desi gual i dades exacer badas.



Recent developments in Brazil provide partisans of democracy with some reason for
optimism. The military, which seized power in a coup d'état in 1964, has relinquished
the presidency and seems content to remain in its barracks. After two decades of military
dictatorship, Brazilians enjoy broader political freedom, and violations of traditional civil
liberties have declined sharply. Important barriers to political participation have been
lifted: in 1985, illiterates, making up over one-fourth of the country's adult population,
were enfranchised. Competitive elections took place on schedule for mayors of state
capitals in 1985 and for governors and Congress in 1986. In these most recent elections,
the former opposition party of the post-1964 period was the overwhelming victor. In
1987 Congress is in the process of writing a new constitution to replace the one brought
into effect by military decree in 1967. Although shackled by the highest external debt in
an overburdened continent, Brazil's economy grew faster in 1985 and 1986 than that of
any other country in the world.

But there are also problems associated with Brazil's march toward a full democ
racy. While Brazil has made the passage from authoritarian to democratic government, it
has yet to develop a well-defined and institutionalized democratic regime.1 Political
institutions, particularly Congress and parties, at times more closely resemble objects of
authoritarian rule than pillars of a democratic order. Unlike the cases of most Latin
American countries that underwent transitions to democracy, in Brazil authoritarian
political actors and arrangements still thrive under the democratic government. Many
leading politicians of the current government, most notably President Sarney, loyally
served the military regime. Elected vice-president in an electoral college convened by
the military, President José Sarney has only a tenuous claim to the office he assumed on
the death of the President-Elect. The military retains veto rights over key legislation, and
most important decisions are still taken by bureaucrats in economic and planning
ministries and the central bank without public or party debate. Corporatist legislation
governing the organization of labor associations continues to severely restrict the right to
strike. Immense political, economic, and social inequalities persist, and the servicing of
an onerous foreign debt constrains the possibilities for economic growth and for
ameliorating poverty.

This paper examines the origins and problems of, and prospects for Brazil's
fragile democracy. We focus on the problems underlying the consolidation and extension
of democracy, and on the causes for the government's failure to fulfill its promises to
revamp authoritarian political practice and to implement more progressive social policies.
Our argument runs as follows: current political arrangements represent a mix of
democratic procedure and authoritarian practice. They impede the transformation of
institutions necessary for a consolidated democracy, discourage popular participation in
politics, and thwart policy changes that might upset an extremely inegalitarian social
order. Old regime political elites remain sufficiently strong to resist policies that would
produce changes in the distribution of power. The massive debt, moreover, restricts
policy latitude in education, health, and other social investment, precisely the areas in
which, under favorable economic conditions, the dominant conservative coalition would
probably be willing to accept greater governmental expenditures to improve social
welfare. Debt service thus narrows even further policy options already constrained by



political forces.

The establishment of democratic procedures has assured neither the consoli
dation nor the extension of democracy, nor has it encouraged an increase in popular
participation in the political system. Without greater participation and more open
political competition, democracy's potential for effecting significant changes in Brazilian
society is limited. In the short term, democracy's accomplishments have been tempered
by the power of old regime elites and by massive foreign debt. In the long term,
however, the hope is that a more democratic political system may help advance the cause
of economic justice.

The Ambiguous Legacy of Authoritarianism

The transition toward democracy in Brazil was not abrupt nor did it represent a
clean break from the military government. Key civilian figures in the authoritarian
regime, after a certain point, did not resist the regime change but joined the opposition
bandwagon in order to retain their positions and influence in the new government.
Proponents of a new order accepted their support as a means of ending the dictatorship,
but in so doing allowed the authoritarian political coalition to retain its power and
position in the state.2

The military in 1974 initiated the gradual process of political liberalization that
culminated in the transfer of power to a civilian government 11 years later. Hoping to
reduce direct military involvement in politics and confident of their ability to control the
political "opening," military leaders set in motion a process that ultimately led to their
departure from office. Enjoying great economic prosperity and significant civilian
political support, the military was able to manage the prolonged transition with relative
success. One of the principal reasons for its success was the availability of a well
organized party on which the military could rely to marshall civilian support for the
regime. The Brazilian military regime, alone among its counterparts in South America,
actually fostered a political party that could effectively compete in semi-free elections.
The pro-government party in Brazil commanded a majority in the lower house of
Congress, the Chamber of Deputies, until 1982 and a plurality until 1985. It maintained
its Senate majority until 1985, albeit aided by electoral laws that enabled the government
party to appoint one-third of the senators.

In contrast to Argentina, where the military government (1976-83) disintegrated
after its defeat in the Malvinas/Falklands war against Great Britain and was incapable of
controlling the transition from authoritarian rule, the Brazilian military government was
able to manage the regime transition until the very end. Despite resistance from hard-
liners liberalization took place, although slowly. The use of torture was gradually
curbed; habeus corpus was restored in 1978; in 1979 a general amnesty took effect and
new parties were allowed to form; and in 1982 direct elections for the state governorships
took place for the first time since 1965. Over time the opposition grew stronger, but it
remained incapable of toppling the regime.

The breakthrough to civilian government began after 1982 when economic crisis
and the political ineptitude of the Figueiredo administration led to an erosion of mass and
elite support for the military regime. The military had agreed to allow a civilian to be
elected president in 1985 by an electoral college whose members were elected in 1982.3



Since the pro-government party, the PDS (Democratic Social Party), had a clear majority
in this body, the military believed it could ensure the election of a candidate acceptable to
itself. After 1982, however, mass disgruntlement with authoritarian rule was accelerated
by economic hardship. Between 1981 and 1983, per capita income declined by about 15
percent, unemployment rose sharply, and inflation, which had hovered around 20 percent
in the early 1970s, surged to over 100 percent in 1980 and to over 200 percent in 1983
(Table 1). Elite defections from the government camp, in part a reaction to mass
discontent, were triggered by the disastrous nomination of an unpopular PDS presidential
candidate.

The military regime was ultimately defeated by an unlikely alliance of old regime
politicians and the opposition. In 1984 an opposition Campaign for Direct Elections for
president, the largest scale mobilization in Brazilian history, drew millions of people to
hundreds of demonstrations all over the country and even deeply divided the govern
ment camp. But it failed to accomplish its overriding objective; in April 1984 PDS
representatives in Congress narrowly defeated an amendment that would have
reestablished direct elections for president. The campaign's failure strengthened the hand
of Tancredo Neves, who headed the opposition effort to encourage enough defections
among PDS electoral representatives to win the presidency in the electoral college.
Neves succeeded both in persuading military officers not to stage a coup and in attracting
the support of opponents and former proponents of military rule for his candidacy.4
Sensing they were on a sinking ship, key PDS leaders deserted their party in June 1984,
pledging to elect Neves. On January 15, 1985, Neves defeated his unpopular opponent
by an overwhelming margin in the electoral college. Neves fell ill and died without being
able to assume the presidency, so the vice-president elect, José Sarney, became president.

The circumstances under which opponents to military governance rose make it
questionable how much of a reform program they can put into practice. In order to come
to power, the former opposition had to make considerable concessions to traditional
political elites who had supported the military government, as well as to the military
itself. Perhaps the democratic camp's most consequential payment was the nomination of
José Sarney for vice-president in return for defections from the government party. A
former senator and president of the PDS, Sarney was among the foremost civilian
supporters of the military government. Prominent ex-PDS defectors were compensated
for their electoral college votes with significant representation in the cabinet and other
top positions in the state. Leaders of the PFL (Party of the Liberal Front), the party
created by PDS defectors, were appointed to head ministries controlling large budgets
and significant sources of state patronage, such as Education and Mines and Energy.
After cabinet changes Sarney made in February 1986, the cabinet included six men who
had been PDS or ARENA (National Renovating Alliance, the precursor of the PDS)
governors during the dictatorship and two other politicians who had served it loyally.
The party was also allotted a significant share of high ranking appointed positions in
public enterprises, federal government agencies, and state government organs. The
number and importance of these posts gave the PFL a base in the state from which to
influence government policy. To secure the votes of the deputies and other delegates to
the electoral college, the PMDB (Party of the Brazilian Democratic Movement) further
agreed to divide with PFL deputies sources of state patronage, which are crucial for the
exercise of power in a clientelistic political system. The two parties on a state by state



basis negotiated the prerogative to make appointments to 15,000 second and third
echelon federal jobs.

The military also benefitted from accepting its defeat. Through negotiations with
the architects of the transition, the Brazilian military brass safeguarded themselves from
being tried, as were their Argentine counterparts, for human rights abuses. The 1979
amnesty decree that allowed exiles to return to Brazil was a two-way amnesty that
protected military officials implicated in torture. Even today, with six active-duty
military officers in the cabinet, the military retains both direct and indirect influence,
including a veto over key issues, in the new democratic government.

The political pacts, concessions, and broad alliance which made possible the easy
transition to civilian rule conferred a weighty authoritarian political legacy upon the
"New Republic"--the term Tancredo Neves coined during his presidential campaign for
the post-military regime. The old regime was not unambiguously defeated in the
transition from authoritarian rule, and the military was able to leave in place a political
infrastructure staffed by politicians loyal to it. Many leading figures of the "Democratic
Alliance" that came to power in March 1985 had been key participants in the
authoritarian order. Their entry into the new PFL ensured a parliamentary voice for the
old authoritarian coalition in the democratic period. When the PDS declined sharply in
the 1985 and 1986 elections, the PFL, whose leaders almost without exception supported
the military government and belonged to the PDS until 1985, supplanted it. Today, the
PFL is the second largest party in the country, after the PMDB.

The survival of a political party led by political elites of the old regime is but one
part of a longer political inheritance for the New Republic. For decades, politics has been
organized along clientelistic lines, and many interests have been represented, if at all, by
corporatist groups controlled by the state. The transition did nothing to undermine these
traditional patterns of Brazilian politics. To the contrary, the significant presence in the
state of traditional elites who preside over patronage networks indicates that clientelism,
as well as the power of the elites, have been reinforced. Traditional political elites
continue to play a dominant role in Brazilian politics, and their power might enable them
to block paths that would lead to a fuller democratization.

As this political legacy acts as a constraint on the democratic government, so too
is its room for maneuver restricted by the economic legacy inherited from the military
government. Brazil is more fortunate than many countries whose former dictators
grossly mismanaged their economies. During the two decades of military rule, Brazil had
one of the fastest growth rates in the world, averaging nearly 9 percent per year from
1968 until the early 1980s. Industrial output increased 10 percent per year in the late
1960s, nearly 15 percent per year during the early 1970s, and a robust, if less dramatic, 8
percent per year in the mid to late 1970s (Table 2). During this time, Brazil established
itself as a major producer of capital goods. Agriculture, too, underwent a significant
process of mechanization and modernization under military rule.5 Industrial growth and
agricultural modernization produced a diversified economy. By 1980, 56.5 percent of
Brazil's exports were composed of industrial goods, compared to 20.2 percent only
twelve years earlier,6 and within the rural sector, the relative importance of coffee as a
foreign exchange earner fell, while such non-traditional products as soy, frozen orange
juice, and beef rose as a percentage of exports. Massive investments made by the
military



government bore fruit: Brazil's economy is more dynamic than the economies of the
other new democracies in Latin America. Today it is the eighth largest economy in the
capitalist world.

Brazil's growth during the 1970s, and especially after the first oil shock in 1973,
however, was financed by a massive increase in external debt. After 1973, the govern
ment borrowed heavily to finance major investments and to meet its increased import bill
for fuel. The second oil shock in 1979 and the dramatic increase in international interest
rates forced Brazil to borrow even more to sustain its economy, at the same time as the
cost of debt service was spiralling upward. Most of the country's debt was contracted at
variable rates of interest. Brazil's debt soared from about 7 billion dollars in 1971 to
103.1 billion dollars (the largest in the world) in 1985 (Table 3). Debt service became a
crushing burden that siphoned off national savings and required orienting production
away from domestic consumption and toward export, devaluing the currency to make
Brazilian exports attractive in world markets. Devaluation, however, had the negative
effect of fueling inflation, thus requiring in turn the implementation of recessionary
policies.

Brazil's "economic miracle," moreover, did little to ameliorate poverty and even
exacerbated regional and urban-rural inequalities and income inequalities in general. In
1985, according to government reports, 20 percent of the Brazilian population lived at
levels of extreme poverty, surviving on less than one-fourth of a government determined
minimum salary (about $15 per capita per month). According to the last census, 57
percent of Brazilian households had no sewer or septic tank, 44 percent had no running
water, and 33 percent lacked electricity.7 In 1975, Brazil had one of the most skewed
patterns of income distribution in the world, and the situation has not appreciably
improved since then. According to 1980 data, the top 10 percent of the population earned
50.9 percent of the national income, while the bottom half earned only 12.6 percent.8
Gross regional inequalities are revealed in the sharp differences between the per capita
income of the wealthiest state (Sao Paulo), which is eight times greater than that of the
poorest state (Piaui). Gross inequalities and massive poverty structurally underpin a
political system that restricts effective participation to the elite.

Table 3

Foreign Debt, 1970-1985

Registered  Total Net Interest Net Interest
Foreign Debt Foreign Payments**  as percent of
Year (USS billion)* Debt (US$ millions)GDP  Exports

1970 5.3 5.5 234 5 8.7
1971 6.6 7.0 302 .6 10.1

1972 9.5 10.0 359 .6 9.2



1973 12.6 13.8 514 .7 8.3

1974 172 185 652 .6 8.2
1975 212 222 1498 1.2 17.2

1976 26.0 28.7 1870 1.2 18.5
1977 320 349 2103 1.2 17.4

1978 435 478 2696 1.3 21.2
1979 499 539 4186 1.8 275

1980 53.8 608 6311 25 314
1981 614 71.8 9166 3.3 39.3

1982 70.2 833 11353 40  56.2
1983 81.3 91.6 9555 46  43.6

1984 91.1 99.8 10203 4.8 37.8
1985 95.8 103.1 9589 44 375

* Registered Foreign Debt = Medium and Long Term Debt

** Net Interest Payments = [Interest Paid on Debt] - [Interest Received on Reserves]

Sources: Banco Central do Brasil, Annual Reports; Frieden, "The Brazilian Borrowing
Experience," p. 103.

Political Constraints on the New Democracy

The political infrastructure of the old regime imposes multiple constraints on the
development of a broad democracy in the new. The military retains the capacity to veto
progressive social and political measures. Under current political arrangements a series
of vicious circles vitiates democratic processes and impedes institutional development.
The tenuous legitimacy of the Sarney government prompts the president to undermine
political parties and the legislature; the weakness of parties and the legislature undermine
democratic accountability. Parties without identities attract politicians with few program
matic concerns; politicians with limited partisan commitments impede the development
of programmatic parties. Parties and state institutions that were designed by elites to
serve elite interests discourage popular participation; limited popular participation allows
politics to remain an elite affair.

In this section, we discuss the way a number of political forces and arrangements
pose problems for the consolidation of democracy and weaken the responsiveness of the
democracy to non-elite interests. We begin with an analysis of the military.



The Military

While the military has abdicated the presidency, it retains power not only through
the occasional threat of force, but also through its substantial foothold in the executive
branch of government. It has significant representation in the cabinet. Six of 26
ministers are active-duty military officers. Since they represent military services and
divisions, the military presence in the cabinet is institutionalized and fixed at this number.
Uniformed cabinet ministers remain deeply involved in the day-to-day political
discussion of Brazil's affairs, and the military retains the capacity to veto important social
policies and political rules. The power the military derives from its place in the cabinet
has led one observer to suggest that a single civilian Minister of Defense replace the
traditional Ministers of the Army, Navy, and Air Force, and that the intelligence chief be
removed from ministerial status.9 The military ministers, however, have opposed
creating a single Ministry of Defense under civilian control.

In the New Republic, the military has used its power to monitor two areas of
social policy of clear concern: strikes and agrarian reform. In November 1986 when
workers threatened a general strike, the military put on a show of force in Brazil's major
cities. In March 1987 when maritime workers struck, the navy was called out for the first
time since the 1964 coup to occupy the major ports. The next day, the army occupied the
oil refineries to prevent a planned strike of refinery workers. The chief of the SNI
(National Intelligence Service) publicly warned that "society was demanding too much."
Aware that direct elections would almost certainly lead to a more progressive president,
in the spring of 1987 the military continued to back a six year mandate for Sarney, even
at a time when his government had lost legitimacy and capability. Military actions have
set the parameters within which political reform and social policy can be implemented.

The military has also successfully defended its own jurisdiction from civilian
supervision. The executive branch has little influence, and Congress none, over matters
that affect the military institution. Although the president is constitutionally empowered
as supreme commander of the armed forces, he can also be held accountable for crimes
against the "internal security of the country," as defined, in practice, by the military. The
military's independence to govern itself in its self-appointed role as defender of the
constitution is in effect even greater than appears to be the case by law. The military
brass alone, for instance, decided not to reintegrate officers who had been expelled from
the armed forces for political reasons during the dictatorship. The president and
Congress, with virtually no debate, ratified the decision of the military chiefs even though
doing so implied subordinating their authority to that of the military, rather than vice
versa.

The Brazilian military maintains the most sophisticated and extensive security
apparatus in Latin America. The SNI, the top domestic and international intelligence
agency, was primarily responsible for repression in Brazil during the dictatorship. The
most authoritarian division of the entire military, it remains intact and autonomous from
the other services. The SNI has continued at least some its practices in the New
Republic. For one, it apparently still conducts wiretaps. Allegedly, personnel from the
SNI, with the cooperation of the state-owned telephone company, still routinely
eavesdrop on the conversations of approximately 130 top businessmen, members of
Congress, state enterprise officials, and ministers of government (down from a total of



300 during the height of the dictatorship).10 It is possible that the regional branches of
the SNI sustain such practices in the state capitals as well.

Whether the constitutional role of the military will be redefined in the new
constitution will be a matter of debate this year. The military has thus far stiffly resisted
any substantial change in the role of the armed forces. Army Minister Leonidas Pires
Gongalves has voiced opposition to amending article 91 of the constitution, which
provides that "The Armed Forces, essential for executing national security policy,
dedicate themselves to the defense of the fatherland and the guarantee of constituted
powers [branches of government], law, and order." This provision effectively grants the
Armed Forces jurisdiction over not only national defense but also internal security.
Justice department advisers expressed serious concern over the military's definition of
"constituted powers," pointing out that a government brought into being by a military
coup, while not "constitutional," might be considered "constituted."11 If the constitution
is not amended, the armed forces will be left with significant power over future civilian
governments, and with license to intervene again in politics. Without change in civil-
military relations, a democratic regime cannot be consolidated, and the enactment of
social, economic, and even political reforms will be difficult. By circumscribing and
even setting policy, the military appropriates authority that properly belongs to
democratically elected representatives.

The Legislature and Political Parties

Political institutions, and in particular the legislature and political parties, are
essential to both the consolidation and the extension of democracy. A democratic
government may more or less function without strong institutions, but a democratic
regime cannot be consolidated without them. They are necessary for democratic decision
making and for non-elite participation in politics. Unfortunately, Brazil's political
institutions are strikingly underdeveloped, and the consequences of this underdevelop
ment are pernicious for democratic consolidation and responsiveness to the poor.

If Brazil is to become more democratic in the future, the legislature must play a
more consequential role in decision-making. If not, if important decisions are instead
drafted by techno-bureaucrats in national planning ministries, debated in closed door
sessions, enacted by presidential decree, and disavowed by principal political actors when
they fail, democracy is functioning imperfectly, if at all. Democracy also requires that
political parties aggregrate interests and stand on programs that enable citizens to endorse
or reject them, primarily through elections. If popular classes previously excluded from
political participation are to become full citizens, political parties must represent them. If
parties are not strengthened, elections alone will not redress political inequality.
Moreover, unless at least one major political party is responsive to the needs of the poor,
prospects for ameliorating socio-economic injustices are dim. In the absence of stronger
parties and legislature, non-democratic forms of politics will prevail even if elections are
held, and popular classes will have marginal political influence.

Under the current constitution, Congress has only very limited prerogatives;
power is highly concentrated in the executive. During the first two years of democratic
government, the Brazilian Congress exercised minimal influence in setting the public
agenda. Congressional authority, which was circumscribed by the constitution written by
the military government in 1967 with the deliberate aim of strengthening the executive



branch at the direct expense of the legislature, remains severely curtailed in the New
Republic. To date, only the president can initiate finance bills; Congress cannot increase
the amount stipulated in expenditure measures submitted by the executive. Thus
Congress has virtually no control over the budget process, depriving it of one of the most
important functions legislatures have in most democracies. It has only 45 days in which
to consider proposed constitutional amendments and other executive-initiated bills (40
days in the case of "emergency" legislation); the lapsing of this period results in their
automatic enactment into law. The executive also has recourse to enact legislation by
"decree laws," which bypass the legislature altogether. Typically, decree laws were
employed during the years of military government for unpopular measures in order to
spare govern

ment deputies from future electoral peril.

Most major policy decisions of the New Republic have circumvented Congress.
The Cruzado Plan and the subsequent program (Cruzado II) to curtail consumption and
slow the economic boom both had enormous impacts, yet each was drafted and
implemented without congressional debate. One observer who studied the formulation of
the Cruzado Plan in detail estimates that only about 15 people in the entire country knew
what was being planned;12 the only cabinet ministers participating in the debates framing
the economic program were the Ministers of Finance and Planning. The other
participants were unelected officials--economists working in the economic ministries and
the central bank. PMDB and PFL leaders were briefed only hours before Plan was
publicly announced. While a certain measure of secrecy was justifiable in this case--
monetary devaluations and price freezes are most successful when not debated publicly in
advance--subsequent adjustments during the Plan's implementation needed no secrecy to
be workable. Despite this, the Cruzado II plan was deliberately concealed from the
public before it was to take effect, and its implementation was postponed until after the
November 1986 elections. The second reform was decreed days after the PMDB won a
crushing victory in those elections. Miro Teixeira, a PMDB deputy, decried his
government's action: "I am indignant because these packages should have been approved
by Congress. We cannot, in power, govern by the use of decree-laws, a practice which
we condemned when we were in opposition."13 Congress's insignif
icance in setting the public policy agenda and in crafting legislation is evident in the
extraordinary rates of absenteeism for legislative debates. As many as 90 percent of
representatives were absent for daily proceedings in 1985-86. A majority of
congressional leaders understand their primary function to be the distribution of
patronage, and they dedicate themselves to discharging these services in order to be
reelected. High rates of absenteeism and patronage favors of dubious merit have
contributed to a deep public disaffection with Congress.

While the weakness of Congress is partially attributable to authoritarian law and
practice, it also stems from the weakness of political parties. Brazilian parties have
poorly fulfilled their functions as instruments of democracy. Governing parties have
been used for decades by traditional political elites to preserve state and oligarchical
power. They have been mechanisms of patronage, organized as appendages to the state.
Government and opposition parties alike have failed in aggregrating and organizing
citizen preferences, defending government programs, and creating stable bases of
congressional support for policy. They have had weak identities, indistinguishable or



unidentifiable programs, and volatile constituencies. Most parties in Brazil stand in
elections on programs that are not widely publicized, let alone defended.

Brazilian parties are not mass parties. They are controlled in most cities and
towns by small elite groups and they generally have limited participation. Few
politicians vigorously defend popular interests. Through narrowly based clientelism
(rather than mass entitlement) political elites cultivate popular support without changing
the basic contours of a profoundly inegalitarian society. Clientelism, which involves the
exchange of political favors for support, occurs in all democratic political systems, but in
few countries is it as pervasive as in Brazil.

There has been no indication in the first two years of democratic government that
Brazil's parties are becoming effective instruments for formulating policy democratically
or representing non-elite interests. The failure of parties to translate societal interests into
policy derives from the weakness of party identities and from the frequent changes in
party affiliation by politicians, which is both cause and effect of non-programmatic
parties. The democratic potential of parties is further eroded by the widespread practice
of clientelism and by the fact that parties remain peripheral to the governmental process.

Parties are undermined by the practice of politicians, who use parties as electoral
vehicles to which they owe limited allegiance. To maximize their own power and
position, they change parties frequently, a practice facilitated by weak party identities and
ideologies. Party leaderships often overrule rank and file objections to allow notable vote
getters to use their party label in order to maximize votes for the party ticket. Many
politicians run for office on a party's ticket for whimsical reasons--for example, a given
party was the first to offer them a place on the ballot. Prominent PMDB politicians,
defeated in the selection process for some executive office, have switched to another
party that offered candidacy, only to publicly declare during the campaign that if elected,
they would immediately return to the PMDB. For those positions determined by
proportional representation, politicians commonly campaign more against candidates of
the same party than against those of opposing parties.

Political elites have sustained past practices and in so doing have undermined the
potential for party transformation. Parties retain many clientelistic features, and have not
developed programmatic ones. Traditional and conservative forces dominate two of the
major political parties, the PFL and the PDS. These parties are led by politicians with
limited commitment to democracy, and they are the partisan representatives of private
economic elites. The PFL has established itself as the second largest party, capturing 24
percent of the seats in the lower house of Congress in 1986 (Table 4). Despite its decline,
the PDS remains the third largest party in Congress.

Table 4

Election Results and Party Strength, 1982-1986

1982 1985 1986

%of #of #of #of |#of [#of # of Senators



# of
Party Govs. Sens. Fed. Mayors Govs. Elec- Left- To- Fed
Party Vote* ok Deps. | *** | ted over Tal  Deps

PMDB44.0 9 21 200 19 22 38 7 45 257
PFL  -- -- -- -- 0 1 7 8 15 120
PDS 415 13 46 235 1 0 2 3 5 35
PDT 6.1 1 1 23 2 0 1 1 2 23
PT 3.7 0 0 8 1 0 0 0 0 16
PTB 4.7 0 1 13 1 0 0 1 1 17
PSB - -- -- -- 1 0 0 1 1 1
PDC -- -- -- -- - 0 0 1 1 5
PL -- -- -- -- - 0 0 1 1 6
PMB -- -- -- -- - 0 1 0 1 0
PCB -- -- -- -- - 0 0 0 0 3
PCdoB-- -- -- -- - 0 0 0 0 3
PSC -- -- -- -- - 0 0 0 0 1

* Excludes blank and void ballots. Percentage calculated for total vote cast for the five
parties in 1982.

** The entire Senate is not elected in any given election year. This column indicates the
number of seats in the Senate each party controlled after these elections.

*** Mayors only of state capitals.

Sources: Robert Wesson and David V. Fleischer, Brazil in Transition (New York:
Praeger and Hoover Institution Press, 1983), p. 119; Veja, November 27, 1985; David
Fleischer, Centro de Estudos e Acompanhamento da Constituinte.

The non-responsiveness of these two elite parties to popular interests is
unstartling, though their continued electoral strength is significant. Of all parties, the
failure of the PMDB to develop a mass base and defensible programs with which the
party could be readily identified stands out as critical. Today the majority party and, of
those claiming to represent the poor, the most viable, the PMDB has grown rapidly in
recent years; it achieved a momumental victory in the November 1986 elections, electing
22 of 23 governors and majorities in both houses of Congress. It began to transform
itself from a parliamentary party into a mass party during the dictatorship, but this trend
has been reversed in recent years. After 1974 the MDB became known in major urban
areas as the party of the poor. In 1978, a number of trade union and popular organization
leaders were elected on the MDB slate, and the party's platform moved visibly to the left.
In the past several years, however, an influx of new converts has diluted the PMDB's



ideology and its program. It has become an umbrella party for several tendencies
wishing to be in power or close to it.

When in December 1981 the PMDB merged with the relatively conservative
Popular Party (PP) in an effort to create an electoral alliance strong enough to win the
November 1982 elections, traditional local bosses and other conservatives flocked to join
it. The pace of this conservative ingression accelerated after the PMDB captured
gubernatorial offices in several key states in 1982. In many states, entire local party
governing boards and mayors have changed their party label to PMDB. Data about the
composition of both the PMDB and the current Congress are revealing. There are
currently 298 PMDB congressional representatives, and of the 213 who were affiliated
with a party in 1979, 72 belonged to the government party. A majority of current
legislators are former supporters of the dictatorship. Only 166 Congressional
representatives belonged to the MDB in 1979, compared to 217 who belonged to the
government party. PMDB majorities in Congress are therefore deceptive.14

As a result of the massive conservative ingression, the PMDB has become more
clientelistic, less cohesive, and less programmatic. The migration to the PMDB of local
bosses from small, rural municipalities who ran parties in a clientelistic fashion helped
facilitate the conversion of the PMDB into a vehicle for state clientelism. Accepting
persons into the party who flaunt the party's program, however weak, in turn robs that
program of much of its meaning and jeopardizes its chances of being implemented. The
PMDB platform for years has called for agrarian reform, yet 60 percent of PMDB
legislators oppose agrarian reform. For two decades the party criticized arbitrary political
legislation, but when Sarney came to power it relied on this legislation. It is highly
unlikely that the party will be able to advance coherent positions in the upcoming debates
on such issues as the proper role of foreign and state enterprise in the Brazilian economy,
employment policies, and perhaps even the proper constitutional role of the armed forces.
Because its progressive ranks have failed to expand at a pace commensurate with the rise
in conservative numbers, the PMDB will be less responsive to popular concerns.

Because the PMDB does not have a clear identity and voters do not support the
party per se but its candidates, the party does not have a stable mass constituency.
Rather, its vote is highly volatile. If leading vote-getters were to defect, their personal
constituencies would follow. Moreover, the party is judged by most of the electorate on
its immediate performance. Party successes in the 1986 elections are very likely to be
turned around by the next election if the government cannot reverse economic
disintegration. The fragility of the PMDB's current hegemony is suggested by a 35
percent rate of blank and voided ballots in the 1986 elections.15 While technical
problems may have partially accounted for the inflated percentage of spoiled or blank
votes, some PMDB spokesmen, such as the senator from Parand, José Richa, recognized
that the blank vote reflected alienation from government and opposition.

The lack of strong party identity is further reflected by the fact that politicians of
virtually all stripes are in, or can live with, the PMDB. The impressive victories in the
1986 elections were often achieved through alliances with forces that supported the
dictatorship. In the state of Minas Gerais, where in 1985 200 local party branches and
mayors of the PDS converted virtually overnight to the PMDB label, the victory of the
PMDB candidate for governor in the 1986 elections was achieved with the support of
former supporters of the military government. In Bahia and in Pernambuco, well known



progressive PMDB candidates for governor were not elected by progressive forces alone,
but in alliance with right-wing candidates.

Not all Brazilian parties are non-programmatic. Two parties, the Workers' Party
(PT) and the Democratic Labor Party (PDT), have made more concerted efforts to retain
ideological coherence and represent popular causes. The social-democratic PDT and the
socialist PT, however, have developed an electoral base and a party organization in only
two states--Rio de Janeiro and Sao Paulo. As Table 4 shows, thus far both parties have
had small congressional delegations. They are unlikely to grow in the short term into
truly national parties.

The deleterious effects of such amorphous parties and a weak legislature on
democratic government are immeasurable. Because important decisions take place not in
an elected body but in the executive branch, the bureaucracy becomes the dominant focal
point of pressure group politics.16 Because parties are weak, personal connections
become more important avenues through which to articulate interests. The representation
of interests through personal connections with bureaucrats empowered to make
significant decisions subverts the democratic process. Where parties fail, significant
political transactions even take place in such undemocratic arenas as the Rio beach
apartments of notables. Business leaders with reserves of economic and political power
can often gain direct access to decision-makers, or their sectoral interest associations can
readily bring their message to government. But the popular classes cannot as effectively
substitute functional representation for parties.

The limited authority of congressional representatives together with the
subordination of the program of the major parties to the particularistic concerns of
political elites also undermine democratic accountability. Where parties are mere
electoral vehicles with little role in defending programs, voters are deprived of the
opportunity to endorse or reject a party's record in government. Individual politicians are
poor sub
stitutes in establishing accountability. Few voters have enough information to evaluate
the records of dozens of candidates. Brazilian officeholders are held accountable less for
government programs and policies than for patronage service to personal clienteles. At
the executive level, prohibition of reelection further weakens the system's accountability
to citizens. The weakness of parties and Congress allows the government to pursue
policies that do not represent any mass constituency.

The ability of coalition members to skirt responsibility for government policy
failures has left the government bereft of stable popular and parliamentary support.
Legislators who do not participate in policy-making are not inclined to accept blame for
policy failures, nor are leaders of weak and amorphous parties. Political parties play a
secondary role to the executive and bureaucracy in formulating many policies in a
number of consolidated democracies, but they nonetheless shape the broad contours of
policy and provide the support needed to enact and sustain key programs. The current
political morass in Brazil highlights party failure in this area. The government has
enjoyed broad elite and popular support when its economic policies have succeeded, but
very little when they have floundered. In early 1986, as hyperinflation appeared to
threaten the economy, prominent PMDB leaders spoke publicly of breaking with the
government, or at least of making their support for Sarney conditional on his willingness
to acede to their policy prescriptions. When the Plan was reaping handsome economic



and political dividends in 1986, the PMDB's and PFL's criticisms of Sarney ceased.
When the economy deteriorated in late 1986 and early 1987, it was vigorously renewed.

Sarney's legitimacy is fragile because he arrived in the presidency not by election
but by chance, and few would have chosen him for president. His legitimacy has been
based purely on governmental performance, and faltering government performance has
engendered an unstable situation. Yet rather than relying on parties, Sarney has generally
attempted to bypass them. Aware of his own precarious situation and fearful that the
PMDB would undermine his ability to pursue policies of his choosing if it became too
powerful, President Sarney has generally attempted to weaken and divide the PMDB. He
has governed not by enlisting the support of the PMDB, but by relying on his old trusted
associates, regardless of their current party affiliations; and, in the case of the Cruzado
Plan, on direct appeals to the population, rather than on party networks.

Finally, the failure of Brazil's parties to represent popular interests has had a
profoundly deleterious effect on the condition of the poor. Relatively open competition
for citizen preferences can lead parties to represent popular interests. But in Brazil,
although the parties compete for popular votes, they generally do so through patronage
and clientelism rather than mass entitlement. Widespread clientelism is possible because
popular class interest groups are neither independent from the state nor horizontally
organized. Pervasive clientelism in turn undermines the possibility of collective action
by offering political returns to individuals or groups along vertical lines. Parties have
been able to win votes without representing popular interests along horizontal lines
because of limited popular participation and consciousness.

Popular Participation

Will the non-elite population, excluded for decades by law, by practice, and by
extra-political domination based on egregious inequalities, now be able to participate as
full citizens? Or will "democracy" exist only for the elite? As noted above, the answer to
these questions depends in part on whether political parties prove responsive to the needs
of the poor. But it also depends on whether poor people can induce, from below, greater
attentiveness to their needs.

In the past, popular participation in politics was extremely limited. Only in a few
brief years from 1960 to 1964 did popular organizations begin to flourish, and the
military coup of 1964 quickly closed off channels for independent popular participation.
Encouraged to be passive or, if they persisted in participating, forced throughout the
dictatorship to either be tied to the state in corporatist groups or to rely on clientelistic
networks headed by traditional political elites, non-elites had little opportunity to
influence policy.

In the New Republic, there is more "space" for independent popular organ
ization than existed during the military dictatorship. With the notorious exception of
rural frontier regions (particularly the Amazon), repression against popular movements
has declined. Anathema in the eyes of military rulers, popular organizations now enjoy
broad legitimacy. Previously fragmented and isolated because of repression, censorship,
and the absence of competitive elections, popular movements can now construct bridges
to political parties and progressive forces.

The evidence as to whether or not the new space for popular organizations can
help engender greater popular participation in politics and advance the cause of economic



justice is mixed. On the positive side, structural changes in Brazilian society have
weakened the bases for traditional domination.17 Millions of Brazilians who used to live
in isolated conditions, subject to the personal control of local oligarchs, no longer do.
The dramatic expansion of industry and of automobile manufacturing in particular has
produced a more robust and independent union movement than existed in the past. The
number of unionized industrial workers increased from less than 700,000 in 1960 to over
2.5 million in 1978.18 As the number of workers employed by large scale agricultural
firms increased, rural unionization grew from 2.9 million members in 1974 to 5.1 million
in 1979. The number of rural unions increased from 449 in 1966 to 1669 in 1975.19 In
parts of the country, farm workers have gained a minimal set of rights for the first time
ever. Despite regional differences, urbanization everywhere has increased the exposure
of millions of Brazilians to modern mass communications and to information about
politics. Urbanization has also created conditions for far more neighborhood movements
than ever existed in the past. The working class city of Nova Iguagu, for example, with a
population of about 1.5 million people, had 160 neighborhood associations in 1986. As
many as 40,000 city residents may have participated in the neighborhood movement at
one time or another, bringing into the political arena people who had never before
participated in politics. About two dozen of these people have run for political office,
suggesting that here political parties have opened up to candidates whose primary
political experience came through popular movements.

Yet significant obstacles to effective popular organization remain. The labor
movement is quite internally divided, and corporatist labor legislation continues to
shackle it. Only unions in large-scale industries in Greater Sao Paulo have achieved a
level of organization comparable to their counterparts in countries such as Argentina,
Peru, and Uruguay. Neighborhood movements are generally highly fragmented and are
often susceptible to cooptation by the state. Peasant organization has advanced rapidly in
the past decade, but the peasant movement still has not won even the most rudimentary
rights for rural workers. Paramilitary violence at the behest of landowners and
sanctioned by military and police forces in the countryside continues unabated. In parts
of rural Brazil, female farmworkers earn as little as $10 per month for full-time labor.
Only in a handful of large cities have popular organizations constructed strong ties to
viable political parties.

Widespread depoliticization contributes to the weakness of popular organization.
In all democracies there are many people who are not well informed about political
issues, but in Brazil this problem is extreme. A paucity of information about politics cuts
across all social classes in Brazil, but the problem is particularly acute among the poor.
Several surveys underscore that the Brazilian population is especially poorly informed
politically. For example, a 1985 electoral survey conducted in Sao Paulo, long known as
a redoubt of opposition to authoritarian rule, revealed that when the campaign was in full
swing, only two of the political parties were correctly named by as much as 35 percent of
the 690 respondents. Another survey, conducted at the apogee of authoritarian rule
(1972-73), revealed that most workers were not interested in elections, could not
distinguish between the two political parties, and were relatively indifferent about the
form of political regime.20 Poor Brazilians also have limited political efficacy. They
widely believe that the political system is impermeable to change, and do not perceive
politics as a means of changing their life conditions.21 Extremely low levels of political



information reinforce the possibility of a democracy that is unresponsive to the popular
classes.

This widespread depoliticization could change under democratic government.
Under the military, the political system really was impermeable; thus, the popular
perception that political organization could not change macro structures was an accurate
assessment of reality. The problem is the existence of a vicious circle: political elites
can afford to be unresponsive to popular needs because of the weakness of popular partici
pation; popular participation is limited because there are few incentives to participate in
an elitist political system with limited prospects for change. Breaking this vicious circle
presents numerous difficulties, but the combination of competitive elections, greater
access to political information, and stronger popular organization makes it possible.

Policy in the New Republic

Non-democratic political arrangements and dominant old regime elites in the New
Republic have defeated policies favoring the poor. Military vetos, conservative control
of the executive office and key cabinet positions, conservative domination of the
legislature and largest political parties, and limited popular participation have provided
policymakers with little incentive and disposition to pursue progressive measures. A
panoply of progressive reforms announced by Neves and Sarney has been stymied.

The strength of the military and the presence of old regime elites in the new
governing coalition significantly influenced the direction of policy in the new
government. Conservative political leaders gained cabinet positions crucial for
subverting the most ambitious reforms on the government's agenda--an agrarian reform,
changes in labor legislation, and changes in political legislation which, if enacted, could
have measurably altered the distribution of power in Brazilian society. By watering
down these reforms, conservative politicians represented well their agrarian and
industrial elite constituencies.

Agrarian Reform

There is perhaps no better illustration of the policy consequences of the balance of
power which emerged after the negotiated transition than the sabotage of the agrarian
reform. The issue of land tenure has long been a political time bomb in Brazil. The 1964
coup, which occurred partly to dismantle the increasingly radical peasant leagues of the
Northeast, took the issue of agrarian reform off the political agenda, but tensions were
exacerbated during military rule. To show his intention of complying with a long-
standing PMDB promise to redistribute land, Neves established a Ministry of Agrarian
Reform before his death. Sarney initially appeared willing to implement Neves's agrarian
program. Signalling its intention of promoting an agrarian reform to mitigate escalating
tensions in the countryside, the government in April 1985 approved the expropriation of
379,000 hectares in 18 states. The following month, Sarney made public the
government's objective of distributing land to 1.4 million families in four years and 7
million in 15 years, out of a total of 10-11 million landless families. Soon, however, it
became apparent that the government was unable to implement even a minimal agrarian
reform limited to properties not being used productively.22

Pressure from wealthy landowners dramatically slowed the pace and restricted the



scope of the agrarian reform. Two days before it was to be signed into law in October
1985, the agrarian reform drawn up in October 1984 by the PMDB and 102 specialists
and approved by both Tancredo Neves and PMDB president Ulysses Guimaraes was
changed. In the revised version, owners, not just rural workers as in the original
proposal, could claim land. Expropriation was cited as a last resort, to be effected not as
a redistributive mechanism but to increase productivity. Landowners who hired tenant
farmers or rented out land would avoid expropriation.23 Landowners were granted the
right to contest all expropriations, and the criteria for expropriations were sufficiently
vague that virtually any landowner could justifiably claim to meet the criteria needed to
avoid expropriation. Nationally targeted priority areas for reform were foregone in favor
of "Regional Plans" that would allow the states to establish their own areas for
expropriation. Consequently, the cooperation of state governors, police forces, and
agriculture departments is required for the reform to advance. Yet, it is at this point in
the political system that opposition is strongest. Northeast and frontier state political
elites are more responsive to the interests of agrarian elites than to landless workers, and
can more readily intercede on behalf of their elite constituents in the limited state arena
than in the national Congress.

José Gomes da Silva, who resigned as president of the Agrarian Reform Institute
(INCRA) eight days after a version of the reform which he could not endorse was passed,
attributed President Sarney's change of heart to pressure from wealthy landowners from
the state of Sdo Paulo.24 The ex-Minister suggested that they had nothing to fear for
their reasonably productive Sdo Paulo farms, but were apprehensive that their farms
outside the state of Sdo Paulo might have been expropriated. Those farms, spanning 60
million acres (twice the area of the state of Sdo Paulo) and scattered throughout the
country, are generally held as speculative investments.

Agrarian elites successfully thwarted state plans, caused innumerable bureaucratic
delays in implementing the reform, and were primarily responsible for the pace of reform
that fell far short of its scheduled targets. Resistance was spearheaded by the UDR,
ministers Antonio Carlos Magalhdes and Marco Maciel, state governors, and military
officers. By eliminating mention of priority areas within state plans, the opponents of
agrarian reform succeeded in throwing back to the bureaucracy the task of identifying
land to redistribute. They also forced Gomes da Silva's resignation in favor of an ex-state
agriculture minister under the military government. His appointment ultimately precip
itated the resignation of Nelson Ribeiro, the Minister of Agrarian Reform, in May 1986.

While Paulista landowners opposed the agrarian reform with their economic and
political power, the rural elites of the Center-West and North organized paramilitary
groups to contest it by force. In the Bico do Papagaio region at the border of Para,
Maranhao, and Goiés, 165 deaths connected to land struggles were registered in 1985.25
In the first five months of 1986, the number of deaths associated with land disputes
throughout the country (100) increased over the number recorded in the same period in
1985 (70).26 Allegedly, ex-military police participated in these paramilitary forces, in
one instance headed by an ex-secretary of Security of the state of Goias.

When the crisis in the agrarian reform reached the boiling point in May 1986, one
year after Sarney announced his goals for agrarian reform, only 135,000 hectares had
been redistributed--35 percent of the government's target--to 11,000 families, 7 percent of
the number of families promised land, and only 0.8 percent of the landless population.27



Much of the cause for the delay in settling new families was that landowners were
contesting the expropriation of their land. While 1.6 million hectares had been
expropriated, the ownership of 800,000 was still being decided by the courts, and the
allocation of an additional 200,000 hectares was administratively blocked by powerful
politicians and landowners. As of April 1987, only 18,400 families had received land;
the original goal was 150,000.28

Resistance to agrarian reform among the political elite is not limited to politicians
who had risen under the military in the PDS. The posture of the PMDB itself is
ambiguous. While the party platform called for an agrarian reform, a majority of its
legislators are equivocal at best. A survey conducted by the Ministry of Agrarian Reform
revealed that 60 percent of PMDB legislators oppose the agrarian reform.29 The
President of CONTAG (the National Confederation of Agricultural Workers), José
Francisco da Silva, said in June 1986, "Few deputies are in favor of the National Agrarian
Reform Program. In the Senate they don't even speak of it. Today Congress is one of the
principal adversaries of agrarian reform and structural change in the country."30

Labor Legislation

The New Republic has also failed to fulfill its promise to revise existing labor
legislation. Labor relations are governed by a Labor Code (CLT) put into effect in 1943
by Getalio Vargas during the Estado Novo (1937-45). The "New State" paralleled in
many respects Italy's fascist state of the same period. Labor legislation had the same
underlying principle: the subordination of labor to the state along corporatist lines.
Official unions, licensed by the state, enjoy a monopoly of representation in their sectors.
They are financed by union taxes imposed on all workers (the equivalent of one day's
wages per year), of which the Ministry of Labor transfers 80 percent to the union. This
financing sustains medical and other social services that unions provide to their members.
The number of members who pay dues in addition to the state-imposed union tax and
vote in union elections is far lower than in many other countries with a comparable
industrial base. The labor movement is also weakened by the lack of legal protection for
labor leaders, legal prohibitions on forming labor federations, the absence or weakness of
factory level organizations, and legislation limiting the right to strike. The legality of
strikes is decided by the judiciary on a case by case basis, and wages are set by sector in
labor courts. Workers at the plant level can bargain collectively with employers only for
productivity increases.

Understandably, a priority for labor has been to revise aspects of this corporatist
labor legislation. At a time when labor's numbers have expanded dramatically and Brazil
approaches becoming an industrial society, legislation governing industrial relations is
archaic. Above all, labor wants to win the right to strike without approval by the courts.
While hundreds of strikes have occurred in Brazil in the last decade--356 in 1984
alone3 1--they have technically contravened standing legislation.

In order to gain labor support, Sarney retained as Labor Minister the respected
union lawyer named by Neves. Moreover, when the government implemented the
Cruzado Plan, it decreed significant increases in real wages. But generally speaking, it
has subordinated its efforts to win labor's support for the New Republic to two other
regime objectives: retaining the support of the business community and limiting wage
increases so as to combat inflation. The Sarney government has introduced no



meaningful changes in labor legislation. None of the legal mechanisms that undermine
autonomous labor organization have been altered. Congress failed to approve
Convention 87 of the International Labor Organization which calls for union freedom and
autonomy.

Despite the promises of Tancredo Neves that the New Republic would recognize
the right to strike, there has been a lag in enacting relevant legislation. In June 1985, with
315,000 autoworkers on strike in the ABC industrial region of Sao Paulo, the government
unveiled the draft of a new Strike Law. Strikes would be legalized in most sectors, but
not in such "essential services" as hospitals, transportation, and supplies. Spokesmen for
the Federation of Industry of the State of Sao Paulo (FIESP) alternately publicly
protested the proposed legislation and privately telegramed the President asking for a
postponement in sending it on to Congress. Labor leaders were largely critical of the
conditions placed upon the right to strike; one lamented that the new law, which would be
enforced, would place greater real restrictions on workers than the old one, which
workers had flaunted for years.32 Once again, business elites joined traditional
politicians in preventing reform.

Revisions to the code other than the right to strike, including those governing the
labor courts and collective bargaining, will be played out in the months and years ahead.
A maturing labor movement in the more dynamic sectors of the economy now feels it can
stand on its own. In these sectors, a primary goal is breaking away from state tutelage
and confronting employers directly, without state interference. Whether employers
would prefer direct bargaining is unclear. Toward the end of the military regime, some
employers (for example, the Sao Paulo auto industry) at times prefered direct bargaining,
often negotiating with expelled leaders of metalworker unions rather than their
government appointed replacements.33 Yet there is no evidence that employers outside
the highly productive and profitable sectors of the Brazilian economy feel they can
handle unions without state help. The Brazilian bourgeoisie has long relied on state
coercion to control labor. It has yet to demonstrate that it is prepared to accept an
independent, well-organized, and more militant working class.34 The configuration of
political forces will be consequential in determining the scope of changes in labor
legislation in the future.

Political Legislation

The New Republic inherited an authoritarian and arbitrary legal order largely
intact from the military government. Eliminating this authoritarian political legislation
and paving the way for a full establishment of democratic procedures was one of the most
significant commitments Neves and Sarney made. But, just as occurred with the agrarian
reform and labor legislation, entrenched elites--in this case primarily politicians--limited
the changes.

In May 1985 Congress removed many obstacles to democratic elections. First, it
abolished the electoral college, designed by the authoritarian regime to ensure its control
over presidential successions, and reinstituted direct elections for president, although it
did not set a date for them. Congress also phased out "indirect elections" for one-third of
all Senate seats. Next, it reinstituted direct elections for mayors of all state capitals and
cities that, under military rule, had been considered areas of "national security." During
the military regime, state governors had appointed these mayors. Third, by granting



illiterates the right to vote, the package enfranchised 25 percent of the adult population.
The legislation also abolished the "sublegenda," electoral "sub-tickets" that enabled a
party to present up to three candidates for some executive posts. The military regime had
passed this measure in order to attract as many traditional political bosses as possible
under the umbrella of a single government party. ARENA, formed from the merger of
several previously existing parties and thus wracked by traditional partisan divisions and
personal and family rivalries, could not have stayed intact without such a device. The
congressional package of May 1985 also lowered the threshold for parties to qualify for
representation in the Chamber of Deputies, whose members are elected by states
according to a system of proportional representation. Finally, in June 1985 Congress
approved a measure which in effect legalized communist parties for the first time in four
decades.

Although these measures were important in reforming the institutional order, they
did not eliminate all authoritarian legislation.35 To reassure the right wing of their
coalition that the New Republic would not proceed too far too fast, the leaders of the
New Republic postponed until the Constitutional Convention of 1987 action on the
remaining authoritarian political legislation. For now, the constitution imposed by the
military government remains essentially intact; even the infamous National Security Law
is still on the books, albeit in modified form. As noted above, the measures that
emasculated the legislature and concentrated power in the executive still obtain. For a
federal system, the formal autonomy of local and state governments is greatly restricted.
Gross distortions in representation have been left unmodified. The less populous states of
the North and Northeast, most of which the PDS controlled, are considerably over-
represented, while the state of Sdo Paulo, where the opposition won a large majority of
the vote, is commensurately under-represented. The state of Acre, for example, has 23
times as many deputies per capita as the state of Sdo Paulo.36 This continues to enhance
the power of the more backward states, where the authoritarian right is strong. Contrary
to campaign promises, the coalition decided not to establish the duration of Sarney's
mandate (Neves had intimated that his mandate would be no longer than four years).
Perhaps the greatest disappointment to many observers hoping for a document that would
facilitate broader change in Brazilian politics and society was the decision to give
Congress the power to draft a constitution in 1987, rather than electing representatives to
a separate constitutional convention. One third of the senators were elected during the
dictatorship (1982), under electoral rules designed to grossly discriminate against the
opposition. This group of senators, disproportionately drawn from the pro-government
party, changes the balance of seats in the upper chamber (Table 4). The entire Chamber
of Deputies was elected under the system of distorted representation designed to favor the
military party. The fact that the makers of the new constitution were elected by the rules
of the old favors continuity from the old regime to the new.

Debt and Democracy: The Political Economy of the New Republic

Political constraints have set the parameters within which reform of policy may
take place. The military, landowners, industrialists, and old regime political elites have
defeated social and political policies that would have challenged the distribution of power
in Brazilian society. These elites, however, might acquiesce to some reforms as long as



these do not undermine their power or conjure up fears of social disorder. Even among
conservative elites there is relative consensus about the desirability of increased
governmental investment in education, health, and housing for the poor. Yet political
consensus alone is not sufficient to commit national resources to developing the nation's
social infrastructure. Economic constraints, too, limit the kinds of choices policymakers
have. The government's hands are tied by Brazil's massive foreign debt, which today
exceeds US$108 billion, and by the recurring economic crises the debt in large part
creates. Curbing imports and promoting exports to service this mammoth debt has
drained resources from the domestic economy, constraining Brazil's ability to grow and
to allocate resources to ameliorate the effects of the maldistribution of income. The
demo

cratic government does not even have the latitude to set its own priorities. External debt
service represents an onerous burden that has grave repercussions for the socio-economic
condition of the mass of Brazil's population and, ultimately, for the way in which
democracy is viewed by those who hoped it would bring relief.

Recent economic strains raise problems not only for how responsive the
democratic government can be to the needs of the poor,37 but also for the
institutionalization of democracy itself. Economic crises exercise different impacts on
politics, depending upon their manifestation. An economic crisis that derives not from a
lack of investment but from debt service, international negotiations, and secret economic
planning favors technocratic policy-making styles that exclude elected political repre
sentatives from policy deliberation.38 Managing an economic crisis stemming from
indebtedness requires an economic team with a particular set of skills--dealing with
international creditors, for instance--that privileges technocrats and bypasses elected
political representatives. The lack of resolution of the crisis means this style of decision
making persists.

The foreign debt underlies persistent and recurring economic problems. Brazil's
economy has experienced wild vicissitudes in recent years: from a deep recession in
1981-83, to rapid growth (the fastest in the world) in 1985-86, to renewed difficulties
surfacing in late 1986 and early 1987. Structural adjustments forced by the second oil
shock in 1979 and severe indebtedness led Brazil to seek an IMF bailout after November
1982 and precipitated the most serious recession since the Great Depression. In the early
1980s, unemployment rose, investment declined, and industrial capacity lay idle. By
early 1984, however, the Brazilian economy had begun its recovery. In 1985, the gross
product grew by 8.3 percent, and an export surplus of US$12.8 billion, the third largest in
the world, was achieved. Inflation, however, was apparently beyond control, as prices
were rising at an annual rate of 255 percent. In early 1986, Brazil seemed poised on the
verge of hyperinflation, with price rises that year projected to reach 400 percent.

Faced with escalating inflation and decreasing political support, the new
government responded to calls for action to reduce inflation in February 1986 with the
ambitious Cruzado Plan, which had been in secret preparation since the preceding
September. The Plan applied a shock treatment to the economy, in one stroke ending
adjustments for inflation throughout the economy.39 The cruzeiro, which had been
devalued daily, was replaced by the cruzado, whose exchange rate was fixed. A general
price freeze took effect immediately, for an indeterminate period, and levels of key
expenditures such as rents and mortgages were set for one year. To cultivate support,



after readjusting wage levels the Sarney government granted a wage bonus of 8 percent to
all workers and 16 percent to those earning the minimum wage. Many unions secured
wage increases well above this level. Wages were also to be increased automatically at
any time when inflation reached 20 percent. In sharp contrast to a similar plan in
Argentina, the Cruzado Plan led to increases in real wages and promoted significant
income redistribution. The measures caused inflation to fall to near zero and the
economy to grow at a rate of 12 percent per year for much of 1986.

The Cruzado Plan's initial success made it enormously popular for several
months. There were many winners and few losers. Sarney bucked the financial
community which had profited immensely from speculation and cast his lot with the
PMDB. Many of Brazil's poor, desperate for price stabilization, answered the President's
call to enforce the prize freeze and monitored supermarkets sporting the button, "Eu sou
fiscal do Sarney" ("I am one of Sarney's inspectors"). The plan's short-term success in
ending inflation, putting more money in the pockets of the poor, and maintaining growth
contributed to the huge PMDB victory in the November 1986 election. Coupled with the
growth that took place before the Cruzado Plan, the unexpected boom in 1986 led to
considerable optimism about the economy. Alone in Latin America, Brazil appeared at
the same time to be growing, controlling inflation, maintaining a trade surplus, and
servicing its debt.40

Meanwhile, however, serious problems in the economy were surfacing.
Consumption soared among all classes, while little new investment was forthcoming.
The government's response to these problems reflected its tenuous legitimacy and desire
to maintain popularity to fare well in the 1986 elections. The need for adjustments had
been apparent as early as mid-1986, but because of the Plan's political popularity, the
government rejected the advice of its own economists who designed the Cruzado Plan. It
enacted only piecemeal adjustments that proved to be insufficient to salvage the Plan. By
the fall of 1986, it was apparent that the unforeseen success of the Cruzado Plan in
stimulating the economy had also proven to be its downfall. Shortages appeared in the
economy as consumer demand outpaced production. When price controls were abruptly
lifted just after the elections, inflation soared once again. Coupled with the overvalued
currency, the strength of domestic demand induced a shift of industrial production away
from export toward the now more profitable domestic market, depleting the country's
foreign exchange reserves. Brazil's trade surplus shrank from an average $1 billion per
month in 1985 to $100 million per month by the end of 1986. Steep new surcharges,
introduced in November 1986 to curb consumption, were too late to reverse the economic
slide. In May 1987, the monthly inflation rate exceeded 20 percent, breaking the
Brazilian record. Indexing was reluctantly brought back into the Brazilian economy.

Astute economists pointed out all along the fragility of Brazil's boom given the
underlying problem of the debt burden,41 but the economy's rapid deterioration surprised
all observers. The evaporation of the trade surplus and the precipitous drop in foreign
exchange reserves led to Brazil's announcement in February 1987 that it was indefinitely
suspending interest payments on $68 billion of its medium- and long-term debt owed to
commercial banks. Brazil's complaints center on two main problems: first, that its
interest spreads are among the highest in the Western world; and second, that virtually no
new foreign investment and loans have been forthcoming in the past few years. Indeed,
foreign capital flows were actually negative in 1985 and 1986. It hoped through a



moratorium both to secure better repayment terms than foreign banks had until then been
willing to grant the country, in particular a more favorable interest rate (with a spread
above LIBOR comparable to the 13/16th granted Mexico by the same commercial
bankers in September 1986), and to solicit fresh investments for development.

Foreign governments have been reasonably understanding of Brazil's dilemmas.
In early 1987 the Paris Club rescheduled $3.8 billion in debt due in 1987 without
requiring Brazil to reach an agreement with the IMF. There are also signs that
multilateral lending institutions and banks may be willing to make more development
funds available. Thus far, the real problem has been the intransigence of private US
banks. Whereas European banks have generously rescheduled or even forgiven some
loans from African countries, US banks have steadfastly refused to soften their stance on
any debt rescheduling, except when the Mexican economy was brought to the brink of
disaster. One hopes that the Brazilian economy may not completely collapse before the
debt crisis is resolved.

Interest payments will become even more difficult to meet if the US Congress
erects tariff walls to protect a declining US industrial base. Restrictions on manufactured
imports from newly industrialized countries have disproportionately affected Brazil and
South Korea, and further curbs could precipitate disaster for an economy driven to export
to pay its bills to Western banks. If no relief is forthcoming in the current round of debt
renegotiation, structural readjustment and debt service will constrain the economy for
years to come. Nervousness within the Brazilian business community and among its
international creditors over the current economic disarray, shortages, and resurging
inflation complicate immediate debt negotiations and the short- and medium-term
economic picture as well.

How is the economic crisis likely to affect the prospects for democracy?
Democracy is possible even under adverse economic circumstances. History suggests
that coups overthrowing democratic governments are launched not simply when
economies are in difficulty, but when important civilian and military actors perceive that
democratic governments either are responsible for economic ills or are too inept to
remedy them, and that a military government could do better. Since the principal
constraint to economic health is service on a foreign debt that the military itself
contracted, it is unlikely that the military will remove a new democratic government in
the short term.

Even if the military stays in the barracks, however, economic crisis poses two
problems for the Sarney government. First, it poses legitimacy problems. Given the
weakness of democratic institutions in Brazil and the way in which he came to power,
Sarney's legitimacy has rested on economic performance. When the economy
deteriorated in the last month of 1986 and the beginning of 1987, criticism from the
PMDB and the PFL was renewed. The problems deriving from the absence of
accountability resurfaced, as no parties accepted responsibility for policy failures. At
present, Sarney's government is in a deep crisis, utterly bereft of party and popular
support. Its lack of legitimacy weakened its ability to set economic policy and led to the
likelihood of new presidential elections in 1988.

Second, the need to service the foreign debt limits the range of economic policies
from which the government can choose and therefore its responsiveness to the needs of



the poor. Debt service has required ever greater sacrifices on Brazil's part. Net interest
payments represent an average of US$10 billion or 4.5 percent of gross domestic product
annually. From 1983-86, Brazil paid out over US$45 billion in interest and the net
transfer abroad of its financial resources was US$33.8 billion. Interest payments on the
debt (about 4.5 percent of GDP) are only slightly less than what the government spends
on all social services--about 6 percent of GDP. This has posed difficulties in
implementing a change in government investment patterns and spending priorities.
Investing in an educated, healthy, and housed population makes it difficult to generate the
annual surplus of $10 billion needed to keep up with debt payments. Debt service make
it difficult for the government to address the country's egregious inequalities and militates
against significantly altering the growth model pursued by the military regime. At this
delicate stage in Brazil's economic and political history, being a net capital exporter
undermines prospects for stability.

Conclusions

Brazil's transition to democratic government was relatively painless. The military
disengaged from power, assured by its successors that it would enjoy a privileged status
in the state. Traditional political elites facilitated the transition to civilian rule and their
support has undeniably helped to construct a democratic government. Their significant
role in the new regime, however, has also placed obstacles in consolidating and
broadening democracy, as well as in making that democracy responsive to the real needs
of the poor. Together with the military, industrial elites, landowners, and other
conservative forces, they have blocked significant political and socio-economic reforms.

The breadth of the alliance that brought the New Republic to birth offers one clear
advantage. The participation of traditional and other conservative actors in the coalition
guiding the formative years of democratic politics reduces the potential for a lapse into
authoritarianism. Thus far, rather than attempting to undermine the government,
conservative actors have concentrated on gaining as much influence as possible within
the democratic system. The right has channeled considerable effort and, by Brazilian
standards, financial resources, into constructing viable conservative parties, as well as
working within the majority party. Given the strength of the right within the leading
political parties and the weakness of progressive forces, conservative attacks on
democracy are unlikely in the foreseeable future in Brazil.

The broad contours of the political regime and the economic order are likely to
remain stable in the short term, notwithstanding the grave doubts that exist about the
viability of the Sarney government. All of the forces that initially supported the New
Republic can live with this sort of limited democracy. Many prefer it. Anti-system
actors are weaker than anywhere else in Latin America; they have almost no support and,
at least in the short term, do not constitute a threat to democracy in Brazil. Conservative
and progressive forces alike are unlikely to attempt to undermine the democratic
government in the medium term.

If a democratic government appears secure, the factors that constrain the
broadening of democracy are onerous. The weakness of progressive pro-system forces
has diminished the anxiety of those civilian forces that supported the military
government, and thus has kept them in the democratic game, but it has slowed the



extension of democracy. The distribution of power in Brazil and the burdens of debt and
recession favor an elitist democracy that will not make major concessions to "the social
question." Because the New Republic was born with the crucial support of traditional
political elites, excluding them from the governing coalition was not an option for the
progressive factions of the PMDB. The regime has profited from the support of many
profoundly conservative forces, some of whose commitment to democratic politics is
tenuous. Thus, the origins of Brazilian democracy--limited elite negotiations that
safeguarded the interests of the military and of conservative elites--have contributed to its
current problems and shape its future prospects. The possibility that Brazilian democracy
may overcome its birth faults, at this time, appears to be slim.
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Table 1

General Price Index - Internal Availability, 1972-1986

Year Percent Change

1972 15.7

1973 15.5

1974 34.5

1975 294

1976 46.3

1977 38.8

1978 40.8

1979 77.2

1980 110.2

1981 95.2

1982 99.7

1983 211.0

1984 223.8

1985 235.1

1986 65.0

Source: Conjuntura Econdmica, February 1987, p. 126.



Table 2

GDP and Sectoral GDP Growth, 1951-1985

Annual Growth Rates (%)
GDP per

Years GDP Capita Industry Agriculture

1951-1955 6.8 3.7 7.7 5.1

1956-1960 6.9 3.7 10.1 3.8

1961-1965 4.5 1.6 3.8 5.8

1966-1970 7.2 47 9.7 8

1971-1973  12.8 10.0 143 6.4

1974-1978 7.0 44 7.7 5.1

1979 64 38 64 5.0

1980 72 46 79 63

1981 -3.2* -56 -10.2* 6.4

1982 .9 -1.5 .6 -2.5

1983* -32 -55 -68 22

1984* 45 2.0 6.0 32

1985* 74 49 78 8.0

* Estimates

Source: William G. Tyler, "Stabilization, External Adjustment, and Recession in Brazil:
Perspectives on the Mid-1980s," Studies in Comparative International Development, XXI
(Summer 1986) Number 2, p. 8.





