
Brazil:Lula’sProspectAuthor:KennethR.Maxwell,NelsonandDavidRockefellerSeniorFellow,CouncilonForeignRelationsDecember5,2002NewYorkReviewofBooks1.IarrivedbackintheUSfromBrazilonelectionday,Sunday,October27,when115millionvoterspeacefullywenttothepolls,pressedthekeysontheircompactelectronicvotingmachines,andbyahugemarginelectedaformerfactoryworker,LuisInacioLuladaSilva,universallyknownasLula,tobepresidentofoneoftheworld'slargestdemocracies.Lulawonby61percentofthepopularvote,afull22.5percentagepointsmorethanJoseSerra,formerhealthministerandthecandidateofthegovernmentofFernandoHenriqueCardoso,andhisvictoryfromallaccountswasbeingacceptedcalmlythroughoutBrazil.Lula'striumphseemedliketherealizationofanAmericandream,arisefromthebacklandsofnorthernBraziltothepresidencybfromlogcabintoheadofstate.Buttwodayslater,inWashington,D.C.,IwasnotsureIwasonthesameplanet,letaloneinthesamehemisphere.TheUnitedStateswasnotcelebratingthisremarkabledemonstrationofdemocraticcivilityinaregionwhereneithercivilitynordemocracyiswellentrenchedandinacountrythatuntilnotsolongagowasruledbyamilitarydictatorshipthatlastedtwentyfoneyears.Instead,HenryJ.Hyde,chairmanoftheHouseInternationalRelationsCommittee,hadjustwrittentoPresidentBushwarninghimthatthepresidentfelectofBrazilwasadangerous"profCastroradicalwhoforelectoralpurposeshadposedasamoderate."Lula,moreover,ChairmanHydewrote,mightwellformwithFidelCastroandComandanteHugoChavezofVenezuela"anaxisofevilintheAmericas,"whichcouldpotentiallyhaveatitsdisposalaBrazilian"30fkilotonnuclearbomb"aswellastheBrazilian"ballisticmissiles"todeliverit.[1]NooneImetinBrazilthinksthatLulawouldseeCuba,letaloneVenezuela,asamodel.Brazilinanycaseisfartoocomplex,diverse,andsophisticatedasocietytotakesuchadirection:standingalonetheeconomyofSaoPaulostate,whereLulamadehisname,islargerthanArgentinaorColombia.Andthechargeaboutnuclearweaponsisabsurdonitsface.BothArgentinaandBrazilaftertheirreturntodemocracycloseddowntheirnuclearprogramsandsignedaninternationaltreatymakingLatinAmericaanuclearffreezone.ButConstantineMengesoftheHudsonInstitute,aformerofficialintheReaganadministration,hasbeenwarningofaBraziliannuclearthreatintheWashingtonTimessinceearlyAugust,ashavetheCubanfAmericansintheUSCongressandsomeresuscitatedscaremongersfromtheJurassicright.[2]Lula,theyclaim,isamemberofasociety,theSaoPauloForum,whichencouragesterrorism.EventhebestfinformedexpertsItalkedtoinBrazilhadneverheardoftheSaoPauloForum.ItisinfactthenameforaninternationalagglomerationofleftfwingpartiesandLuladidattenditslastmeetinginHavana,whichisdoubtlesswhyhecameontothescreenoftheCubanfAmericansintheUSCongress.Butthechargethatitisasecret"Castroist"cabalaimedatpromotinginternationalterrorismisexaggeratedtosaytheleast.JorgeCastaneda,thecurrentMexicanforeignminister,attendedmeetingsoftheSaoPauloForumsomeyearsago,buttodayheisoneofCastro'sleastfavoritepeople.Yetaccusationsofthissortcantakeonalifeoftheirown,andalreadyhave,turningupinrecycledforminTheNewYorkTimesonOctober31.[3]CheckingbacktofindtheoriginsofthisantifLulacampaign,Ifinditbeginswithnolessan"authority"thanLyndonLaRouche,whoseWebpageassertedin1995,ThenarcofterroristinsurgencyknownastheSaoPauloForum(SPF)hasveryhighflevelsponsorsinsidethefinancialandpoliticalestablishmentoftheAmericas,intheformofaWashingtonfbasedthinkftankfoundedin1982byDavidRockefeller,McGeorgeBundyandothers,knownastheInterfAmericanDialogue(IAD).[4]AftertheBrazilianelection,ConstantineMengeswasbackatitagain:Lula'selection,hesaid,"representsthelargestintelligencefailuresincetheendofWorldWarII."IfLulaisleftunfettered,"GeorgeW.BushwillhavelostSouthAmerica."[5]ThefarfrightfwingPittsburghTribunefReviewhasalreadycalledCIADirectorGeorgeTenet"Lula'sgreatestbenefactor"becauseofhis"neglectandperfidy[which]haveenabledLulatobesoneartothepresidency."[6]ThegarrulousUSsecretaryofthetreasury,PaulO'Neill,neveratalossforinappropriatewordsataninappropriatemoment,concludedthatthemarketsnowneededtowaitforPresidentfelectLula"toassurethemheisnotacrazyperson."BrazilianswouldbejustifiedinthinkingthatthecraziesinfactaretobefoundinWashington.
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NoonedoubtsthatthestakesinvolvedintheelectionofacandidateoftheleftinBrazilarehighandtherisksgreat,orthatLulaandtheWorkersPartyhavelongstandingsocialistcredentials,orthathehasmetwithCastro,orreceivedavictory"Bolivariansaber"fromVenezuelanpresidentChavez,orthathisclosestadviser,JoseDirceu,wastrainedasaguerrillainCubaandreturnedtoBrazildecadesagowithafacealteredbyplasticsurgerytodisguisehim.NorcananyonedenythatBrazilisfacingamajordomesticfinancialcrisisoccurringwithinaninternationalenvironmentinwhichtheUSeconomyisinrecession,unableandunwillingtorevivethescaleofinvestmentstowhichBrazilhadgrownaccustomedduringtheboomyearsofthe1990s.TheprospectofwarinIraq,moreover,couldsendpetroleumpricesskyrocketing,addingtoalreadygrowinginflationarypressures.ThesearenotidealconditionsforahistorictransitionofpowerandwouldbeachallengetoanyuntestedleaderandpoliticalpartyinacountrylikeBrazil,excessivelyvulnerableasitistoexternalfinancialshocks.ButfewofthesefactorsareLula'screation,anditisabsurdtodenigratetheremarkabledemocratictriumphthatLula'selectionrepresents,ortorecognizethefactthathadhebeen"Castroist"or"Chavista"hewouldneverhavebeenelectedpresidentofBrazil.Theachievementoftheelectionisthreefold:forLulahimself,fortheWorkersParty(PT)hefounded,aswellasforBrazil.LulabeganhislifeinextremepovertyinthedroughtfstrickenNortheast.Heandhismotherwereabandonedbyhisfather,whomigratedsouth,asdidmillionsofothers,tofindworkintherapidlyindustrializingstateofSaoPaulo.LaterLulaandhismotheralsomadethemorefthanf1,000fmilejourneytoSaoPaulo,joiningthesofcalledpausfdefararas,literally"parrotperchers"(sonamedafterthericketywoodentruckstheytraveledon),whoflockedintoSaoPaulointhe1950sand1960s.Lula'sremarriedfatherwasunwillingtoaccepteitherofthembackintothefamily.Risingfromshoeshineboytolatheoperatortoorganizerforthemetalworkersuniontopartyleader,hewaselectedonhisfourthattempttothepresidencybymorethan50millionvotes.Asthecampaignpostersputit,"Lula'stimehasarrived."OnlyoneotherpresidentialcandidateintheWesternHemispherehasgainedmorevotesinapresidentialcontest,andthatwasRonaldReagan,anotherunionorganizer,nolesspersistentinhispresidentialambitions.TheachievementwasalsoforLula'sparty.Formanyyearssocialscientistshavearguedthatpartoftheproblemofemergingdemocraciesisthattheylackstronglyinstitutionalizedpoliticalparties.FortwentyyearstheBrazilfianWorkersPartyhasbuiltitselfupfromagrassfrootsorganizationintoanationalorganizationandhasgainedexperienceingovernmentatthemunicipalandstatelevels.Duringthepastdecadetheparty,nownumberingmorethan300,000,movedtothecenterideologically,muchastheSocialistWorkersParty(PSOE)didduringthedemocratizationofSpaininthe1970s,whenitshookoffitsMarxistpastandmovedtotheEuropeanpoliticalmainstreamintheprocess,asaresultgainingpowerunderFelipeGonzalez,oneofthemodelsfortheBrazilianPT.AsinSpain,thisshiftenabledthePTtoexpandbeyonditsinitialbase,whichwasformedbyCatholicactivistsinspiredbyliberationtheology,theindustrialunionswhichemergedinthe1970sinSaoPaulo,membersofnongovernmentorganizations,aswellasthelandlessruralworkersmovement(MST)whichbecameaforceinthe1980sorganizingsharecroppersastheywerebeingdisplacedinthecountrysidebytherapidmechanizationofBrazilianagriculture.BoththeunionsandtheMSTgrewoutofamilitantpast—inthe1970saseriesofmajorstrikesconsolidatedtheindustrialunions,andtheMST,quietduringthepresidentialcampaigndoubtlessaspartofapactwithLula,hasspecializedinlightninglandinvasionsandtakeovers,oftenwithstrongpoliticalovertonesbthefazenda,orcountryestate,ofPresidentFernandoHenriqueCardoso'sfamily,forexample,wassubjectedtoseveralsiegesandoneinvasionduringhistwotermsinoffice.Overall,however,thePThasbeenabletobringintotheBrazilianpoliticalsystemmanymarginalizedpeoplewhoelsewhereinLatinAmericaremainwithoutinstitutionalizedrepresentationorvoice.Todayperhaps30percentofthePTcallthemselvesradicals,amongthemahardflinefactionknownintheeverfinventiveBrazilianpoliticallexiconasShiitebbutmostofthepartymembershavelearnedtoplaythedemocraticgame.ItispreciselythistypeofmodernpoliticalpartythatmuchofLatinAmericanowlacks,makingmanysocietiesdangerouslypolarizedbetweenthestateononehandandthemassesontheotherwithouteffectivemediatinginstitutionstochanneltheiraspirationsintoeffectivenonviolentpolicies.AsthetradeunionsandtheWorkersPartygrewinBraziloverthepasttwentyyears,theydevelopedinternationalconnectionsontheleftwithinLatinAmericaandbeyond.ButitshouldalsobenotedthattheSaoPaulounions,especiallythemetalworkersunionofwhichLulawaspresident,receivedinthelate1970sandearly1980sverystrongsupportandencouragementfromUSunions.ThiscameinparticularfromtheUnitedAutoWorkersaspartofanefforttorespondtothetransferoverseasbyAmericanmultinationalsofautomanufacturingplants,andfromtheAFL–CIO,whichwastryingtoencouragetheformationofnonfCommunistunionsontheUSmodelinLatinAmerica.TheparanoidleftcouldjustaseasilyattackLulaforbeingastoogeofWalterReuther'sUAWasofbeingastoogeofFidelCastro.ButtounderstandLulaitisessentialtorealizethatheisatthecoreaunionman,atoughlabornegotiator,adeepbelieverinthepoweroflisteningtodifferentsectorsofopinionandconciliatingdivergentintereststhroughdebate,aformidableforgerofconsensus,andaleaderwithacharismaticabilitythereaftertomobilizethecrowdsinthedirectionchosen.Allthis,withnearlytwothirdsoftheBrazilianpopularvote,makesLulaapowerfulpoliticalfigurewhohasnotlosttouchwithhisorigins.Itisnotsurprisingthathespeaksofforginga"socialpact"inBrazil,orthathisfirstpriorityistodeclareawaronhunger.TheachievementoftheelectionforBrazilisnolessremarkable.StubbornlyBrazilremainsamongtheleastegalitariancountriesinthelessdevelopedworld.AccordingtoDr.RobertoBorgesMartins,presidentofthegovernmentstatisticalinstituteinBrasilia(IPEA),withwhomIspokeduringtheweekbeforetheelections,therichest10percentofthepopulationcontrols50percentofthenationalwealth,whereasthebottom50percenthaveonly10percent.Nevertheless,aswehavealsoknownfromacademicstudiesforsometime,andasLula'sowncareersuggests,thereisalsogreatsocialmobilitywithinBrazildespitetheseinequalities.Brazilhasaverylarge,articulate,andwellfinformedmiddleclassandastrongdivisionofpowersatthefederallevelbetweentheexecutive,Congress,andthejudiciary.The



electionsthemselves,forexample,wereconductedwithexemplaryefficiency,andthereturnswereavailablefromacrossthenationbytheeveningofthedayoftheelection.(FloridacoulddowelltolooktoBrazil.)Theresultswereclear.Therewerenoindicationsoffraud.AndmuchofthisisowingtothejudicialelectoralcourtsysteminBrazil,whichisresponsibleforoverseeingtheballotingandactingoncomplaints.Whiletravelingindifferentregionsofthecountrybeforetheelection,Iwasimpressedbythequalityandclarityofthetelevision"infomercials"whichtheelectoralcourtputouttoinstructthepopulationonhowtousetheelectronicvotingmachines.Iwasalsoimpressedbytheopeningandclosingdebatesbetweenthecandidates,particularlyduringthelastdebatebetweenLulaandSerraontheeveofsecondfroundelections,whenBraziliansfromallpartsofthecountryandsocialsectorsposedcarefullythoughtoutquestionstobothofthem.Andoncethereturnswereinthatnight,itwasevidentalsothatthevotershadactedwithconsiderableskill,balancingtheirvotesbetweenthefederalandstatecandidates,ineffectsaying"yes"toLulaforthepresidency,"yes"tothePTbyincreasingitscongressionalrepresentationby57percentinthelowerhouseandby75percentintheSenate,butalsoelectingonlyoneoutofsevenPTcandidatesforgovernorinthesecondround.Thiswasthereforeno"redtide."Itwasavotethatwassplitinordertoassuretheconstraintofonepartofthegovernmentontheother.InfacttheparallelsbetweenBrazilandtheUnitedStatesshouldalwaysbekeptinmindwhenonelooksatBrazilianpolitics.Botharelargecomplexfederalsystems.Inboththeroleofthestatesandstategovernorsareimportant.BothhavelargemarketsforTV,radio,andnewspapers,andtherolesofpollstersandmediaadvisersarestronginelectoralcampaigns.Significantly,therefore,theBrazilianvotersselectedgovernorswhoranontheticketsofpartiesthathadopposedLulaandhadsupportedtheoutgoingpresident'scoalition,especiallyinthepowerfuldevelopedstatesofthecenterandsouth,SaoPaulo,MinasGerais,andRioGrandedoSul.TheresultswereparticularlysignificantinthecaseofRioGrandedoSul,astatethatwasalongtimebastionofthePTandoneofitsmainshowcases,aswellasinSaoPaulo,whereoneofLula'scloseassociates,JoseGenoino,wasrunningforthegovernorshipbutfailedtowineventhoughinthefirstroundinSaoPauloAloizioMercadante,anotherofthe"cardinals"ofthePT(thatisthegroupofpowerfuladviserswhosurroundLulaandareentirelyinhisconfidence),waselectedsenatorwithmorethantenmillionvotes,arecordinthehistoryoftheBrazilianSenate.InthestateofRiodeJaneiro,meanwhile,thewifeofAnthonyGarotinho,anotherunsuccessfulpresidentialcandidate,waselectedgovernor,notthePTcandidate,eventhoughinthefederalelectionsthestatewentforLula.Garotinho,moreover,isaPresbyterianandrepresentstheincreasinglyimportantpoliticalroleplayedbyProtestantevangelicalsinBrazilianpolitics(estimatednowtoprovideapproximatelysixtycongressmen,morethan10percentofthelowerhouse).ThisnewforceinBrazil,notunliketheChristianfundamentalistsintheUnitedStates,defendconservativemoralandsocialpositions,andcriticizetheliberalstandsofthePTonabortion,gays,andreligiouseducation.InafederalsystemsuchasBrazil's,thepowerofthestatesandtheroleofthegovernorshavealwaysprovidedanimportantbalancetothecentralgovernment.AsintheUS,thepassageoflegislationintheBrazilianCongressdependsoncrossfpartyalliances,dealmaking,andhorsetrading.ThePTknowsthisandsuchpragmaticcalculationsledtothechoiceofanonfPTindustrialistasvicefpresidentonLula'swinningticket.Lula'sexpensivetelevisioncampaignadvertisingwasnotbankrolledbythepoorlypaidschoolteacherswhomakeuponeofthePT'sstaunchestsupportgroups:manyentrepreneurshadjumpedintohelp.Asoneputittomegraphically:"Itisbettertoloseyourfingernailsthanyourarm."Sowhiletheoverallresultsrepresentasignificantandimportantshifttothecenterfleft,themajorpartyoftheright,thePFL,alsoremainsapowerfulforceintheCongressaftertheelections.ManyoftheleadersofthePFLhaveneverbeenoutofpowersince1964,whenamilitarycouptookplace.Theyremainedtohelpnegotiatethetransitiontodemocracy,andthenwentontoformakeypartofthecoalitionthatsupportedtheelectionofthesociologistFernandoHenriqueCardosotothepresidencyin1994,aswellashisreelectionin1998.Buttheynowfindthemselvesinoppositionforthefirsttimeinrecenthistory.ThiscouldwellhaveapositiveeffectbyclarifyingthePFL'spositiononsuchissuesasfreetrade,marketreform,andprivatization,andcreatingamorecoherentlyorganizeddemocraticconservativepartyofthecenterfrightasanalternativetothePT.ThatwouldbehealthyforthedevelopmentofBraziliandemocracy.2.Surprisingly,theelectionresultscameasaconsiderableshocktotheWallStreetanalystswhohavedominatedthewayBrazilhasbeenseenintheUnitedStatesoverthepastninemonths.DespitethecontinuouslygoodshowingofLulainthepolls,theanalystsfrommajorUSbanksandinvestmentfirmspersistedinbelievingthattheCardosogovernment'scandidate,JoseSerra,wouldwin.AndtheytalkedthemselvesintohysteriaovertheprospectsofaLulavictory.GoldmanSachseveninventeda"Lulafmeter"topredicttheriseofinvestmentriskagainsttheperformanceofLulainthepolls.ButtheirpositionwasusuallybasedonunreliableinformationaboutSerra'sstrengthandaboutwhathadandhadnotbeenachievedbywayofreformduringthepasteightyearsunderFernandoHenriqueCardoso.Infact,Serra'spositionwasweakfromthebeginning.Cardoso'scoalitionhadalreadydisintegratedbeforethecampaignbegan.ThePFLneversupportedSerra'scandidacy.AndtherewereseriousfrictionswithinPresidentCardoso'sownSocialDemocraticPartyaboutSerra'scandidacy,whichseveralofthepartyfoundersopposed.



Moreover,inhissecondtermFernandoHenriqueCardoso'sprogramforreformhadstalled.Brazilreliedonborrowingfromabroadtocoveritshugepublicdeficits,whileincreasinglylinkingbothpublicandprivatedebttothedollarandtotheexchangerate,therebymakingBrazilvulnerable,bothtotheperceptionsofriskintheinternationalfinancialmarketsandtoanynegativechangesintheinternationaleconomy.Inaddition,aftereightyearsofrulebyacosmopolitan,multilingual,wellfconnectedpresidentandafinancialteamwellknowntoWallStreet,itwasinevitablethatasthe2002electionsapproached,uncertaintyaboutthefuturewouldbetroublingtoinvestors.WallStreet'sblindfaiththatSerrarepresented"continuity"wasalwaysmisplaced.WithinFernandoHenriqueCardoso'sgovernmenthehadbeenavoiceofloyalopposition.HewasacriticofWallStreet'sfavoritesons,FinanceMinisterPedroMalanandCentralBankPresidentArminioFraga.Asministerofhealthhegainedinternationalfamebyfightingmultinationalpharmaceuticalcompaniesovergenericdrugs.AndSerrahada"Goreproblem"—hedidnotknowhowtodealwiththelegacyoftheCardosogovernmentofwhichhewasapartbheupsetthePresidentbyfailingtovigorouslydefendhisrecordwhenattacked,andhiscampaign,unlikeLula's,wasalmostrelentlesslynegative.LulaontheotherhandhadtheaidofoneofBrazil'smostsuccessfulpoliticaladvisers,DudaMendonca.UnderMendonca'stutelage,hetrimmedhisbeard,tamedhisstreetfcornerrhetoric,putawayhisjeansandTfshirts,woresoberbusinesssuits,shirts,andties,andwithnewlycappedteethsmiledrelentlesslyinthefaceofalldifficulties,stickingtohislineof"peaceandlove"andputtinghimselfacrosstothepublicastheavunculargrandfatherfigure.Toreassurewomenvoters,wherehebeganwithaverylowacceptancerate,Lulaappearedmoreandmorewithhiswife,MarisaLeticiadaSilva,atcampaignstops,USstyle.Thescrappy,uncharismaticSerra,however,ambitioussonofanItalianimmigrant,studentleader,andexile,CornellfeducatedPh.D.ineconomics,amanofdecidedlysharpcriticalviews,concentratedon"deconstructing"hisearlychallengers.GovernorRoseanaSarneyofthestateofMaranhao,whohadrisenhighinthepollsintheearlystagesofthecampaign,foundhercandidacydestroyedbyasurpriseraidbyfederalpoliceoftheofficeofherhusband,abusinessman,andbythewidelypublicizedpicturesofthewadsofunexplainedcashfoundthere.ThissucceededinremovingRoseanaSarneyfromthecontest,butattheveryhighcostofestrangingthepowerfulSarneydynasty,headedbyRoseana'sfather,JoseSarney,theformerpresidentofBrazilandnowaninfluentialsenator,whobelievedthegovernmentofCardosoandSerrawerebehindthisunprecedentedaction.Notlongthereafter,JoseSarneythrewhisconsidferablesupportbehindLula.WithRoseanaSarneyoutofthecontest,SerrathenconcentratedhisattentiononCiroGomes,governorofthestateofCeara,whohadalsobeguntorisehighinthepollsandwasaprotegeoftheHarvardguruProfessorMangabeiraUnger.AnegativetelevisioncampaignemphasizedCiroGomes'svolatilecharacterandhisfauxpas(forexample,whenaskedwhattheroleinhiscampaignofhisgirlfriend,afamousBrazilianactress,was,hesaiditwas"tosleepwithme").AsaresultCiroGomesfellprecipitouslyinthepolls.ButthistoowasanotherpyrrhicvictoryforSerra.Inthesecondroundoftheelections,CiroGomesalsothrewhissupportbehindLula.Serrathusbarelymadeitintothesecondround,andstartedafull25percentagepointsbehindLula,agapalmostimpossibletomakeupinthetimeavailable.Sopoliticalperformance,skillfulpublicrelations,andthecomplexitiesoftheBrazilianpoliticalsystemdomuchtoexplainLula'svictory.Andwhileitisanexaggerationtosaythattheelectionswerearejectionofthe"WashingtonConsensus"oneconomicdevelopmentandthesofcalled"neoliberal"model,asmanyoutsidersclaim,itdidresultinthecapturebythePTofalargegroupofmiddlefclassvoterswhoweredisillusionedwiththeCardosogovernment.Cardosobroughtmuchtohispresidency—style,compromise,civility,internationalpraise.Hetamedinflation,madeasignificantdentinextremepoverty,loweredratesofinfantmortality,conductedanaggressiveandrelativelysuccessfulpolicyagainstthespreadofAIDS,andimprovedprimaryeducation.Butcorruptioncontinuedbjusticeremainedslow,andformanyunobtainable.Hecutbacktheexcessivespendingofstatesandmunicipalitiesanddidmuchtoshoreupthebankingsystem,andsegmentsofsocietybenefitedandcontinuetobenefitfromtheprofitstobemadefrominvestingingovernmentbonds.Yetmostofthemiddleclasssufferedtheperverseeffectsofexcessiveinterestrates,inflationcreptupasthevalueoftherealplunged(by40percentoverthepastyear),andunemploymentandunderemploymentincreaseddramatically.Crimeandinsecuritymadelifeintolerableinmanyurbanareasforeventhemostmodesthouseholds.WhentheyvisitBrazil,WallStreetinvestorssometimesflyfrombuildingtoptobuildingtopinSaoPaulobyhelicopter.Iftheyobservedwhatishappeningontheground,theymighthaveabetterunderstandingofwhythegovernmentlost.Brazilhasalwaysbeenacountryofactivelifeonthestreets,ofsmallbusinesses,bars,andfactories.Yetintheweekspriortotheelection,drivingaroundSaoPaulo,acityofmorethan15millionpeopleandtheindustrialandfinancialheartlandofBrazil,Iwasshockedtoseestreetafterstreetofclosedbuildings,closedshops,closedfactories,anddesertedstreetcorners.Eveninthecoreofthecityhugeoldapartmentbuildingswereempty,boardedup,andcoveredwithgraffiti.OntheswankyAvenidaPaulista,buildingsweresurroundedbytwelveffootfencestoppedbyseveralstrandsofelectrifiedwire.ItwasthebasicallyconservativemiddleclassofBrazilthatdidnotseeFernandoHenriqueCardosoandhiseconomicteamwiththesamerosyspectaclesasthoseontheoutside.Itwasthismiddleclass—nottheveryrichandnottheverypoor,butthosewhoearnsalariesoraresmallentrepreneurs—thatthePTrealizedithadtocaptureifitwasevertoreachpower.AnditwasadecisiveshiftinthevotesofthisclassthatbroughtaboutthedefeatofSerra.InBrazilthereisatwofmonthhiatusbetweentheelectionandtheinaugurationofthenewpresidentonJanuary1,2003.Thiswillbeaperiodofpotentialrisk.ThedeepeconomicproblemsthathavemadeBrazilvulnerabletothewhimsofforeigninvestorshavenotgoneawaydespitethetemporarypostfelectioneuphoria.PrivateinvestorsremainskittishandtheriskofaspeculativeattackontheBrazilian



currencyremainshigh.Manyforeigneconomistsfearthatcapitalflight,blockedcreditlines,andarenewedfreefallinthevalueoftherealcouldeasilyprovokeaselfffulfillingprophecyandforceBraziltodefaultonitsdebt.Brazilianeconomistsarguethatthefearsareexaggeratedandthattheservicingandrolloverofdebtcanbemanaged.TheypointoutthatBrazilhasalreadyreceivedthefirst$3billionoftheIMF'spackageto"bailout"BrazilthatwasnegotiatedlastAugust,andthat$3billionmoreisduefromtheIMFbeforetheendoftheyear.TheyarguethatBrazil'sreservescansustainandcoverallitsobligations.Lesshystericalvoiceshavenowemergedtoargueagainstpanic,amongthemthechairmanoftheFederalReserveBankofNewYork,WilliamMcDonough.AndonecanexpectthatlargeUSinterestswithmajorfixedinvestmentsandamajorlongftermstakeinBrazilwillalsoseektocalmthehysteria.Afterall,USinvestmentinBrazilinrecentyearshasbeenfivetimesashighasinChina.AmongtheUScompaniesthathavemajorinvestmentsinBrazilareGeneralMotors,Ford,Texaco,Exxon,GeneralElectric,Citibank,McDonald's,Cargill,PhilipMorris,Goodyear,andnotleastAlcoa,whereSecretaryO'Neillwasformerlytheboss.ButthedemandsofWallStreet,theIMF,andtheUnitedStatesthat"marketfriendly"officialsbeappointedtothekeypositionsoffinanceministerandcentralbankpresidentwillberelentlesssincetheybelievethatthe"right"appointeeswillguaranteethecomplianceofBrazilwiththeconditionsimposedbytheIMFinthebailoutdeal,whichentailkeepinginterestrateshigh,budgetsurpluseshigh,anddebtpaymentsonschedule.ThisofcoursefliesinthefaceoftheexpectationsofmostBrazilianvoters,whowantlowerinterestrates,moregrowth,andthecreationofjobs.ButdefaultisnottheonlyriskBrazilfacesinthisperiod.InadditiontoWallStreet'sfearsthereisapressureofutopianvisions.3.ManyontheleftseeLula'selectionas,ineffect,arejectionofthe1990spoliciesthatpromotedopenmarkets,freetrade,andprivatizationbtheyhopethatBrazilunderaLulapresidencywilltaketheleadinthefightagainstglobalization.Since2001,encouragedbythePTadministrationinthestateofRioGrandedoSul,PortoAlegreinBrazilhasbeenthemeetingplacefortheWorldSocialForum,avastgatheringofantifglobalizationactivistswhoseethemselvesasthecounterpointtotheWorldEconomicForumatDavos.BrazilunderLulawill,undoubtedly,inevitablygalvanizethehopesandpresenceofmanyantifglobalizationactivistsseekingtheirownutopias.TheirexpectationswilllikelystimulatethefearsofthefarrightthatLulaandBrazilwillbecomewhatthefarleftwantsittobe.Domesticallythegreatdilemmawillturnontheconflictbetweenexpectationsandconstraints.Thegovernorsandmayorswanttobreakoutofthefinancialstraitjacketthattheoutgoingadministrationimposedonthemandrenegotiatetheirdebtstothecentralgovernment.Workersandcivilservants,strongPTsupporters,wantpayincreasestokeepupwithinflation.Thelandlesswantlandandtheirrewardforbeingquietduringthecampaign.Andthoseatthebottomoftheeconomicpilewanttheminimumwageraised.Allsuchdemandswillrunheadlongagainsttheconstraintsimposedonthefuturegovernmentbythe$30billionIMFpackage.ThethirdgreatproblemforthePTisitslackofexperienceinadministeringacomplexgovernmentsuchasBrazil's.Thenewgovernmentneedstrustedadviserstoleaditthroughthelabyrinthofthefederalbureaucracy.AndthePThaslimitedinternationalexpertise,thoughhereitwillbeabletocountonBrazil'swidelyrecognized,highlyskilleddiplomaticservice.Butitwillhavetolearnfast.Thenewgovernmentwillfaceurgentdecisionsonsuchissuesastrade,compliancewiththeIMFdeal,andtheescalatingcrisesalongitsbordersinSouthAmericafromArgentinatoColombiaandVenezuela.AndthePTwillneedDudaMendoncatohelpitmanageitsimage,becauseimagesattimescanbeasimportantasrealitiesandoneoftheimagesthemoderateelementsinthePTmostfearisthatinBrasilia,onJanuary1,thenewlyelectedPresidentLulawillappearwithPresidentsCastroandChavez,whilealowflevelAmericandelegation,forreasonsofprotocol,ishiddenawayfrompublicviewsomewhereinthebackrow.FortuitouslyfortheUnitedStatesthecurrentambassador,DonnaHrinak,isahighlycompetentprofessionalwithserviceinBoliviaandVenezuelabassheproudlytellstheBrazilians,andparticularlythePT,sheisthedaughterofasteelworker.SheisalreadywidelyrespectedinBrazilamongbothpoliticiansandthepress.TheproblemthereforeislessthequalityofthereportingfromBrasiliatoWashingtonthanthelackofcoherenceinWashington'sresponsetothechallengesaLulapresidencywillinevitablybring.EvenbeforeSeptember11,whenAfghanistanandIraqpushedLatinAmericaoutoftheheadlinesandontothesidelinesasfarasWashingtonwasconcerned,USpolicytowardtheregionwasdominatedbydomesticpolitics.AndwithConstantineMenges,ChairmanHyde,andtheCubanfAmericancongressionaldelegationdenouncingLula,hisvictory,farfrombeingreceivedasaconfirmationofafunctioningdemocracyandpoliticalinclusion,somethingtheUnitedStatesclaimsitwishestoseeaccomplishedinitsdemocracyfbuildingeffortsaroundtheworld,threatenstobeinterpretedonceagainthroughthenarrowperspectivesofLittleHavana.ItisasthoughtheUnitedStatesspenttheentirecoldwarlookingatRussiathroughtheprismofAlbaniaandChinathroughtheprismofMacao,orexplainedIndiabyexaminingthedomesticpoliticsoftheMaldives.Foracountryofitssizeandimportance,BrazilhaslittlesupportintheUSCongress.NordotheUSpressandtelevisiontakemuchinterestinit.NewsfromBrazilismainlyaboutsamba,sex,andsoccer,andeconomicreportingisconfinedtothefinancialpages.ItistimeWashingtonrealizedthatloosetalkintheTreasury,hysteriaonWallStreet,andfoolishfearsaboutanewaxisofevilcanhurtUSinterests.Brazil'selectionmustbeseenagainstthebackdropoftheArgentinecrisis,theimminentpossibilityofabloodycoupinVenezuela,andtheescalatingconflictinColombia.
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