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Introduction

On January 1st 2003, for the first time in over forty years, one popularly-elected Brazilian president passed the sash of office to another.  Luiz Inácio Lula da Silva’s election was historically significant for Brazilian democracy in several ways.  At the most general level his inauguration symbolically closed the book on Brazil’s transition to democracy.  The full incorporation of the country’s middle and lower classes into politics began in the late 1970s, and Lula’s victory completed the process.  Lula emphasized this facet of his and of his party’s trajectory in his campaign, promising even greater participation for civil society in the government process.  

Lula himself also differs from all previous Brazilian presidents, and his party, the Partido dos Trabalhadores (Workers’ Party, PT) differs substantially from Brazil’s other parties.  Lula and his party are “outsiders” in that they do not pertain to the traditional Brazilian economic, political or social elites.  Lula carries the marks of his humble origins with him to this day - the half of his finger lost in an industrial accident, his unrefined Portuguese.  The ascension to power of a poor, uneducated, migrant worker who worked as a metal lathe operator, became a nationally-prominent union leader and helped found the PT is symbolically significant: It suggests that average Brazilians can not only legitimately participate in selecting the nation’s rulers, but also that they can become one of those rulers.  This embodies everything the PT claims to stand for: ordinary Brazilians can grab the reins of their own political destiny.

As for the PT, even though it has relied heavily on state-supported unions to grow, it is the first important Brazilian party to be formed largely autonomously from state influence or by political or economic elites themselves (Meneguello 1989; Keck 1992).  The party grew out of a confluence of union, Catholic church, and social-movement activism in the 1970s and early 1980s, and matured into an organization that catalyzed, mobilized and channeled an extraordinarily broad network of individuals who sought political change, locally and nationally.  The PT sought to develop a deeper sort of participatory democracy, beyond elections and voting, and to reorient government policy towards the interests of poor and working-class Brazilians.  As it grew, its organizational strength, programmatic coherence and administrative innovation transformed it into the anchor of the opposition within Brazil’s fragmented party system (Nylen 2000) and helped the party amass a large and loyal following of partisan identifiers, in contrast with every other Brazilian party (Samuels 2006).

Assessing Democracy in Lula’s Brazil

Since its inception, the PT has advertised itself as “different.”  An evaluation of democratic governance in contemporary Brazil must therefore ask, “What differs about the experience of a Lula/PT administration, and what difference, if any, has the Lula/PT government made for Brazilian democracy?”  In this regard, the most important point is not that Lula and the PT are “outsiders,” but the fact that for the first time Brazil’s leader not only boasts considerable personal popularity but also leads a highly institutionalized political party with deep roots in society.  At the time of Lula’s inauguration, nearly one in four Brazilians identified themselves as petistas, not just lulistas, an astonishingly high proportion when one considers the weakness of mass partisan identification for Brazil’s other parties.  Other presidents could boast of convincing electoral victories, but their histories and fates were never so intimately linked to a political party’s - and vice versa.  José Sarney (1985-89) was hardly a paladin of the PMDB’s fight against the military regime; Fernando Collor’s (1990-92) PRN was a legal fiction; and even Fernando Henrique Cardoso’s (1995-2002) PSDB, after eight years controlling the national government, had put down only weak roots in society.  

Given these differences, the Lula administration provides a new lens through which to assess the long-standing debate - ongoing both in comparative politics as well as in the analysis of Brazilian governance specifically - about the allegedly “difficult combination” of presidentialism and multipartism (Mainwaring 1993).  Analysts of Brazilian politics contentiously debate the nature of the country’s executive-legislative relations - unproblematic to some, chaotic and paralyzing to others, neither here nor there to still others.  Prior to Lula’s ascension to power, never before had the Brazilian political system - also subject of intense academic debates about the alleged weakness of its parties and party system - been tested by the ascension to power of a popular leader backed by a highly institutionalized political party.

Lula’s electoral victory forced the PT to face up to several challenges, including those that any party confronts when it assumes control over the apparatus of the state for the first time, and those that confront historically leftist parties in particular when they assume such control.  Moreover, in the PT’s case such challenges differ from other leftist parties because the PT’s trajectory emerged from the non-communist left.  The PT and its supporters have historically exhibited a philosophically ambiguous stance regarding the exercise of state power, given their exaltation of civil society organizations’ power to radically transform state-society relations.  Finally, even though its presidential candidate earned a smashing personal electoral majority, the PT had to address all these challenges in a minority-government situation.  As a cohesive leftist party with far greater ideological motivation and organizational density and cohesion than Brazil’s other parties, governance dynamics would necessarily differ under the PT compared to a government led by any of Brazil’s other parties.  All of these issues add layers of complexity to the questions regarding the dilemmas of multiparty presidentialism, Brazil’s default situation.

The PT remains a novelty in Brazilian politics, despite its moderation over the 1990s and the experience of the Lula government since 2003.  Any evaluation of Brazilian democracy under Lula must therefore not only focus on policies enacted and those that were left on the table and the stability of executive-legislative relations, but more importantly on the tension between government policies and performance and how well the administration measured up to the aspirations and hopes of the PT and its supporters.  This latter question, which emphasizes the relationship between the president and his party, is not unknown in analyses of previous administrations, but it merits far more scrutiny in the case of Lula.  This paper explores that tension, focusing particularly on the consequences of the administration’s coalition-building strategy on the PT’s ability to implement its vision for Brazilian society.

Evaluating the Modo Lula de Governar 

How can we compare Lula’s presidency to previous administrations?  Although the definitive evaluation of the Cardoso administration remains to be written, many observers agree with Bolivar Lamounier’s assessment in the previous edition of this book that the Cardoso administration “May well turn out to be seen as one of the most effective in Brazilian history” (Lamounier, 270).  Yet despite his many accomplishments, especially in terms of institutionalizing economic stability and improvements in education and health policies, Cardoso’s reform agenda remained incomplete.  His policies substituted hyperinflation for crushingly high interest rates and a massive increase in the national debt; economic growth was mediocre; unemployment remained stubbornly high; the crime rate increased inexorably; the country’s energy, communications and transportation infrastructure begged for investment; the social security system’s deficit mounted; and the tax system remained hopelessly complicated and burdensome.

Lula’s 2002 Campaign: Contradictory Signals

During his campaign Lula heaped blame on Cardoso and vowed to aggressively confront these problems, calling them an “accursed legacy” (herança maldita).  Lula had repeatedly condemned the Cardoso government’s reforms and economic policies as insufficient and inappropriate.  His campaign motto “Um Brasil para todos” (“A Brazil for everyone”) and his campaign platform expressed not just a desire to build on the Cardoso administration’s achievements but to do so in a way that put PT ideals into practice.
  The PT had long expressed its key principles as the so-called modo petista de governar (“PT way of governing”), a critical element in the PT’s self-image and public presentation as “different.”  The modo petista de governar has three pillars: greater popular participation in setting government policies; an “inversion” of government policy and investment priorities towards the poor; and greater government transparency and honesty (Magalhães et al. (eds.) 1999; Nylen 2000).  Lula’s campaign and election victory thus raised the hopes of those who expected his government to redirect government priorities and change the relationship between citizens and the state.

Yet despite these expectations, the presidential campaign sent out conflicting messages.  Although Lula and the PT had adopted more pragmatic policy stances since the mid-1990s (Samuels 2004), growing economic instability in the run-up to the 2002 election indicated that the market had yet to fully appreciate the extent of the PT’s moderation.  Thus while Lula promised to provide what Cardoso could not, he also sought to placate international financial markets.  To bolster his credibility, Lula chose as his running mate a prominent representative of Brazil’s business class and a member of the conservative Liberal Party (PL).  He also released a statement of principles - purportedly addressed to the Brazilian people but in reality aimed at domestic and international financiers - that emphasized his acceptance of the rules of the economic and political game.
  Prior to his inauguration Lula also publicly supported an IMF stabilization plan negotiated and signed during the last months of the Cardoso administration.  Lula’s policy proposals were clearly constrained by international market considerations, and his 2003 campaign sent out contradictory signals: he sought votes based on traditional petista ideals, but he also sought to portray himself as someone who would not undo the hard-won economic stability the Cardoso administration had achieved (Sola 2006).  

The Modo Petista de Governar under Lula 

Lula’s campaign successfully bolstered his image as a political moderate, but it also suggested to Lula’s core supporters that he was willing to sacrifice ideology in the name of expediency.  Once Lula reached the corridors of power, to what extent did his government live up to the expectations the PT’s long trajectory had encouraged?  It is certainly the case that the administration (and thus the PT) can trumpet a series of positive economic and social statistics.  For example, in its first three years Brazil’s GDP growth was positive and although not as spectacular as in China, for example, it was slightly higher on average than the rate of growth during Cardoso’s two terms.  Inflation remained fairly low and stable, interest rates declined slightly (although they remained high by global standards, stifling investment), formal employment levels increased, Brazil’s export volume nearly doubled, Brazil eliminated its debt with the IMF, and the country’s national debt level declined as a proportion of GDP (see e.g. Partido dos Trabalhadores 2006, which contains information from government ministries).  

Given the positive economic signals, Brazil’s “Country Risk” (a measure of the premium that international markets demand before investing in a country) declined, indicating that the international finance community regarded Brazil as stable and thus as a good investment opportunity.  Nevertheless, despite all this apparent good news, before the administration had even reached its midpoint many observers concluded that Lula’s ascension to national power meant the abandonment of the modo petista de governar.  To what extent is this conclusion justified?  Had Lula achieved success in the economic sphere, which helped him win reelection in October 2006 by a huge margin, at the cost of abandoning his own party’s longstanding principles?

The First Pillar: Popular Participation

It is safe to say that Lula’s first administration never met the PT’s longstanding goal of greater popular participation in setting government policy and investment priorities.  Observers have suggested that the Lula administration never even gave “participatory governance” an opportunity.  For example, the administration’s much-vaunted Social and Economic Development Council (Conselho de Desenvolvimento Econômico e Social), which in theory would have brought dozens of civil-society organization representatives onto a policy advisory board, has been absolutely irrelevant.  Likewise, no effort has been made to apply the PT’s much-vaunted “participatory budgeting” process, which the party touted as a major success in many of its municipal administrations, at the national level.
  These failures to put ideals into practice sorely disappointed many PT supporters, for whom mobilization and participation define what it means to be a petista  (Hochstetler 2006; Sallum Jr. & Kugelmas 2004).

The Second Pillar: An “Inversion of Priorities”?

In the eyes of many PT supporters, the administration failed to enact the PT’s goal of “inverting” government policy towards the poor.  Some even suggested that Lula’s presidency could be mistaken for a third Cardoso term, given the large dose of policy continuity and emphasis on economic stability rather than transformation of the country’s economic model.  Lula appointed moderates who focused on maintaining Brazil’s international credibility rather than party ideologues to key economic management positions, and largely maintained the Cardoso administration’s high interest rate policy, which was designed to keep inflation in check.  He also sought to enhance his government’s market credibility by exceeding the Cardoso administration’s austerity measures: Lula’s first Finance Minister set a primary budget surplus target of 4.75% rather than 3.75% of GDP.  Setting aside a larger proportion of GDP to pay off debts meant, of course, that the government could do less to meet the PT’s own longstanding demands for greater social spending - but it also meant Lula was not tagged as a Hugo Chávez-style “economic populist.”

In terms of policy proposals, the government also emphasized continuity with Cardoso’s policies.  For example, the government proposed granting autonomy to the Central Bank, a move the PT had long opposed (such autonomy means that the political party in power exerts less influence over monetary policy; instead the central bank is free to concentrate exclusively on market considerations).  Lula also sought to initially hold the line on minimum-wage rate increases, even though he had promised to double the minimum wage by the end of his administration (eventually, he would propose minimum-wage increases).  And although much of his leftist support base erupted in protest, Lula proposed public-sector pension reforms to reduce a social-security system deficit.  The proposal sought to lower benefit payments, increase social security taxes, and restrict eligibility for benefits.  Under Cardoso the PT had opposed any such reform - because public-sector unions comprise an important element of the PT’s base - but Lula fought for and obtained its passage in an effort to continue to put Brazil’s fiscal accounts in order.

The government claimed its policies were necessary to ensure macroeconomic stability.  This may well be true, but its critics complained that the government failed to counterbalance the emphasis on economic stability with sufficient attention to social policy. Academic observers reported that such critiques quickly became widespread among civil-society organizations (Sallum Jr. and Kugelmas 2004; Hunter and Power 2005; Hochstetler 2006).  For example, the government’s much-publicized “Zero Hunger” program was criticized as inefficient and designed for publicity benefits rather than to end hunger; some observers suggested that most of the administration’s social programs merely continued policies enacted under Cardoso.  The government’s allies also decried Lula’s perceived failure to keep a campaign promise to expand Cardoso’s land reform program, calling Lula’s efforts in this area “absolutely residual and peripheral” (INESC 2006, 2).
 

The government’s focus on continuity and stability rather than change and confrontation with established economic interests came at a high political cost.  The PT’s left wing, along with other parties in the president’s electoral coalition, harshly criticized Lula’s pragmatism.  The administration’s leftist critics perceived a disjuncture between its economic policies and its political and social support bases, and they reacted viciously at their perceived abandonment or betrayal.  Some disillusioned petistas even concluded that Lula had actually converted to neoliberalism.  Whatever the case, Lula’s choice to adhere to conservative economic policies precluded radical changes in the realm of social policy.  This served to alienate his closest political allies and weaken the government’s legislative support.

However, the government’s leftist critics miss an important point. Lula’s critics, who claim that the government has failed to enact an “inversion” of government priorities, ignore substantial evidence that Brazil’s poor have enjoyed improved living standards under the Lula government (see e.g. Ferreira et al. 2006; Couto and Baia 2006; Paes de Barros et al. 2006), including a sizable real increase (if not a doubling, as of late 2006) of the minimum wage, which has improved the purchasing power of Brazil’s poorest citizens.  The proportion of Brazilians living below the “absolute poverty” level (those who earn less than R$115, or about US$50, per month) declined only 2.2% between 1995 and 2003, but declined 19.2% just between 2003 and 2005 (FGV 2006).  Brazil has long been one of the world’s most unequal societies, but under Lula income inequality has declined: Between 1995 and 2003 Brazil’s Gini coefficient improved 2.75%, yet in just the first three year’s of Lula’s administration it improved another 2.55% (ibid.; see also Ferreira et al. 2006), reaching its lowest point since 1981 (Partido dos Trabalhadores 2006).  Among other indicators, infant mortality also declined, and the proportion of residences with access to sanitation increased (Couto and Baia 2006).

Insert Tables 1 and 2 Here

The Lula government attributes these gains in social welfare to its increases in the minimum wage and in targeted social spending.  In particular, Lula has highlighted his Bolsa Família program, which provides R$50 a month (plus R$15 per child, up to R$45 additionally) to families earning less than R$100 per month.  This program expanded rapidly under Lula, and by the end of 2006 it covered nearly everyone eligible - almost 11 million families.  

It is true that some of Brazil’s social indicators have been improving for years, and it remains unclear what it distinctly leftist or even petista about Bolsa Família and the other programs that Lula highlights as the key social welfare policies marking his presidency.  Nevertheless, the results of the 2006 elections indicate that redistributive programs helped Lula defeat his rivals and win reelection (Power 2006).  Without looking at the political impact of government economic policies and distributivist programs, it becomes extremely difficult to interpret the strength of Lula’s political support among Brazil’s lower classes.  

Lula has always relied on his personal charisma and he has always claimed to represent the interests of Brazil’s less fortunate, but he failed to win his 1989, 1994 and 1998 presidential campaigns because he could not overcome the resistance by members of Brazil’s poorer classes to his candidacy.  “Poor folks don’t vote for poor folks” is commonly heard in Brazil.  Yet after his 2002 election Lula engineered a political realignment and quickly established his popularity with Brazil’s poor majority, largely through the consolidation and expansion of social-welfare spending to Brazil’s poorest classes.  In doing so Lula reassured his own reelection.

Given this dynamic, a disjuncture exists between the perceptions of many leftist critics and the perception of millions of Brazilian voters as to the question of an “inversion of government priorities.”  The truth of the question is surely a matter for debate, because many policies of the Lula government do indeed simply expand and/or consolidate policies begun under President Cardoso and are not petistas programs per se.  It is also remains unclear to what extent these distributivist programs are actually redistributivist (do they fundamentally attack Brazil’s vast inequalities?) and to what extent they represent a true “inversion” of Brazilian government priorities.  (And of course any government can do “more” for the poor.)

The Third Pillar - Ethical and Transparent Governance - and the Dilemmas of Coalition Presidentialism

Prior to the explosion of scandals during Lula’s first term, most observers of Brazilian politics - and most petistas themselves - believed that corruption pervaded every party except the PT.  Lula and the PT built their reputation not only by calling for broader participation and advocating change in government priorities, but also by railing against corruption and political impunity.  PT elected officials sought to cultivate a reputation for putting into practice what they demanded of others.  However, this third element of the party’s self-portrait contrasts with the practices of the PT as the party of government, and the PT’s image has suffered as a result.

The fundamental problem Lula confronted when he took office was how to transform his large electoral coalition into a stable governing coalition.  This is a common dilemma under multiparty presidentialism.  As Abranches (1988) argued presciently before Brazil had even elected its first president in nearly thirty years, coalition presidentialism is the Brazilian institutional dilemma, bar none.  Presidents’ coalitions illustrate how they propose to resolve the tension between the majoritarian institution of the presidency and the power-sharing requirements of Brazil’s other political institutions.

Brazil’s institutions do not foretell presidential success or failure.  Presidents make choices, and the experiences of Collor, Itamar Franco, Cardoso, and Lula reveal (in very different ways) that those choices matter a great deal.  Presidents can try to govern more or less alone, as Collor did initially, by relying on decree-laws and other unilateral measures such as appointment and budgetary impoundment powers.  Collor sought to exploit the majoritarian and plebiscitary aspects of the presidency.  In contrast, Cardoso sought to negotiate a wholesale distribution of power and resources, in order to construct a broad majority coalition.  

How did Lula seek to meet the challenge of coalition presidentialism?  At first glance, Lula’s coalition and policy choices might suggest that the PT fully capitulated to rather than changed the Brazilian political system.  However, this is an inaccurate inference.  Hunter (2006) suggests that Lula’s administration highlights the incompleteness of the PT’s transformation into “just another party.”  Lula made strenuous efforts to protect his party - and more specifically to protect his allies within the party - from the power-sharing incentives that drive coalition presidentialism in Brazil.  He refused to wholeheartedly adopt pork-barrel politics, and he refused to share control over bureaucratic appointments with allied party leaders.  To maintain support in the legislature, his administration thus sought allies on the cheap, and relied at least in part on corruption.  This is a key point, for it suggests that Lula sought to chart a political path different from what either Ames (2001) or Figueiredo and Limongi (2000) say is “politics as usual” in Brazil – either ad hoc governance through “retail” clientelism or stable party coalitions through “wholesale” distribution of the spoils of office.  

Brazilian presidents possess substantial leeway to choose between the extremes of a purely unilateral strategy (an extreme version of Collor) or a purely cooperative approach (an extreme version of Cardoso).  Lula’s approach to governing was not as unilateral as Collor’s, nor was it as cooperative as Cardoso’s.  The critical way in which governance differs under Lula is that Lula clearly sought to favor his own political party.  As suggested above, Lula’s presidency is not different simply because he is sociologically or ideologically “different,” but because his presidency is the first since Brazil’s redemocratization (perhaps the first in the country’s history) in which the president, imbued with substantial popular legitimacy and charismatic authority by virtue of his direct election, sought to govern in tandem with a highly bureaucratized political party that possessed a powerful sense of mission and an activist membership numbering in the hundreds of thousands, but which held nothing close to a majority of the seats in the legislature.  Lula and the PT confronted dilemmas of multiparty presidentialism unlike those any previous Brazilian president had faced.

Upon taking office Lula confronted a complicated balancing act: how to obtain a majority without alienating his base.  The results of the 2002 legislative elections shaped his options.  The PT became the largest party in the Chamber of Deputies, winning 17.7% of the seats - but the parties in Lula’s electoral coalition controlled only a total of 25.3% of the seats in the Chamber, along with 29.7% in the Senate.  To get anything done, much less to reach the 60% threshold required to pass constitutional amendments, Lula would have to reach out to parties outside his electoral coalition, even to parties that had supported the Cardoso administration.

Lula constructed a governing majority by bringing eight parties into his first ministry (January 2003-January 2004).  This was not only the most fragmented government since redemocratization but was also the “most fragmented ministry ever formed in the history of Latin American presidentialism” (Amorim Neto 2006b, 2).  The coalition was also ideologically diffuse, incorporating parties from across the political spectrum.  Yet even a coalition as broad and this initially failed to provide a legislative majority.  The government only achieved this by capitalizing on many politicians’ weak attachments to their parties and on the tradition of governismo (a pragmatic desire to obtain the clientelistic benefits of being in the government, rather than remaining in the opposition), enticing several deputies to abandon the party that helped them win election and switch into one of the cabinet’s two center-right parties (the PTB and PL) (it should be noted that approximately one-third of all sitting members of Congress switch parties during a term in Brazil, on average).

Lula could have constructed a broader coalition, but he opted to seek a bare majority.  He personally vetoed the participation of the centrist and relatively large PMDB (14.4% of the seats in the Chamber at the start of the legislature) compared to the PTB and PL’s 5.1% and 4.3%, respectively.  Couto and Baia (7) suggest Lula adopted this tactic because he believed he did not need wider congressional support, given his convincing electoral victory, his personal legitimacy and his high public support at the start of his administration.  Or perhaps Lula’s opinion of Congress remained as it was in 1993, when he famously stated “There is a minority in Congress that works for the good of the country, but there is a majority of three hundred jerks (picaretas) who only defend their own interests.”  The insult suggests a deep aversion to depending on a bunch of “jerks” for support.  The PT reinforced that disposition, because Lula confronted resistance from within his party to ceding power to the party’s ostensible enemies.  Thus Lula sought to distribute as few ministries to non-leftist parties as possible as a way to forestall protest from his own support base against policies he was soon to propose, such as pension reform.

For a brief period, Lula managed to balance the concerns of his leftist supporters with an ability to provide just enough of what members of the PTB and PL wanted to keep them in his cabinet.  And so during the first half of his term Lula’s government passed several important pieces of legislation, including contentious reforms of the financial system (granting greater autonomy to the Central Bank), the government employees’ pension system (noted above), the tax system (gaining continued collection of “temporary” levies initially imposed under Cardoso), the bankruptcy law (making it easier for companies to declare bankruptcy, which aims to ease the cost of doing business in Brazil), and the judicial system (seeking to limit nepotism and corruption, and to speed the judicial process) (Couto and Baia 2006).  

Despite these successes, Lula’s governing strategy proved fragile.  Lula’s problems first erupted when his supporters on the left opposed his social security reform.  This reform only passed because Lula ignored his leftist base and reached out to the opposition PSDB, PFL, as well as to the PMDB, which at that time was neither formally in the government nor in the opposition.  It is at this point that criticism of Lula’s abandonment of the modo petista de governar intensified.  After the social security reform passed one of the leftist parties in Lula’s cabinet withdrew from the government.  Worse, exposing irresolvable internal fractures in what observers had long regarded as Brazil’s most cohesive party, the PT expelled several members who had persistently opposed the reform.

The Second Cabinet: An Attempt to Strengthen the Governing Coalition

Lula’s policy choices forced him to lean more heavily on parties to the PT’s right, and in January 2004 he reversed his earlier decision and brought the PMDB into his government.  His nominal legislative majority thus surpassed even the 60% constitutional-amendment threshold.  Nevertheless, the government’s control over the legislative agenda subsequently weakened (Amorim Neto 2006b, 11).  What explains this paradox?  The degree of fragmentation and heterogeneity of Lula’s cabinets do not provide the key, but the proportionality of the distribution of portfolios does.  After the PMDB was invited into the cabinet the distribution of portfolios became less proportional: the PT controlled only 29% of the coalition’s seats but took 60% of the ministries.  In contrast, the PMDB, PL and PTB held almost 50% of the seats in the coalition but were awarded only 12% of the portfolios, total (Amorim Neto 2006b, 16).  

Thus even though Lula appeared to broaden his legislative base after a year in office, his choices served to weaken the political pillars that support any legislative coalition, the distribution of the spoils of office and the influence over policy-formulation that coalition members expect as fair trade in exchange for their support in the legislature.  This situation increasingly generated dissatisfaction among the center-right parties.  Lula was caught between a rock and a hard place: his policies (as well as the inclusion of the PL, PTB and PMDB in the cabinet) angered his leftist base, but the disproportional distribution of cabinet portfolios angered his partners to the right.

Lula’s distribution of cabinet portfolios indicated an unwillingness to concede substantial access to government resources and control over policies to parties other than the PT.
 The PT sought to maintain control over policy as well as over the power to hire and fire down through the 2nd and 3rd echelons of the federal bureaucracy (Sallum Jr. and Kugelmas, 274; see also Hippolito, 53-77).  Thus although Lula’s coalition was nominally broad, his coalition partners had relatively little power to enact policy and grew frustrated at their inability to appoint friends and allies to plum government posts.
   Instead of giving his coalition partners what they most wanted by purchasing their support “wholesale” and conceding substantial control over the levers of power, Lula relied on a “retail” coalition-building strategy.  In principle, this strategy could resemble a simplified version of the picture of Brazilian politics Ames (2001) provides, wherein the president negotiates support on a vote-by-vote, deputy-by-deputy basis, in exchange for the distribution of clientelistic resources, and although there is nothing illegal about this strategy, observers regard it as politically and economically inefficient.  

The weakness of the government’s legislative coalition - and Lula’s inability to control both moderates and radicals within the party - soon became transparent.  In early 2005 the government failed to elect its chosen candidate as President of the Chamber of Deputies.  Traditionally the largest party in the Chamber elects the president of that body.  However, sectors of the PT as well as a substantial proportion of opposition deputies rejected the government’s nominee.  The PT split so badly that a second PT deputy put forth his name, undermining the government’s candidate.  In the end the government nominee lost, the PT’s independent candidate lost, and a backbencher with little stature obtained the Chamber presidency.  This result illustrated that Lula could not even control the moderates within his party; much less organize a coherent majority coalition.

The Descent into Scandal: The Connection between Governing Strategy and the ‘Third Pillar’ of the Modo Lula de Governar

The government’s problems worsened.  In May 2005 a minor postal-service bureaucrat was caught on film demanding a bribe on behalf of PTB leader Roberto Jefferson.  As accusations against him mounted, Jefferson accused the government of constructing its coalition through payola, by exchanging monthly cash “allowances” (the so-called mensalão) for support on particular legislative votes and by using cash to “encourage” deputies to switch into parties in the government coalition.  These accusations implied that Lula had constructed his first cabinet not through perfectly legal if inefficient “retail” pork-barrel politics, but through corruption.  The PT’s treasurer admitted that the illegal payments took place, but claimed that the government was not bribing its way to a majority but was instead providing under-the-table campaign finance (known as caixa dois or the “second cash-box”) to its allies to retire debts from 2002 and to cover expenses from the 2004 municipal campaigns.  The scandals spread, affecting members of both branches of government, and Lula’s approval ratings plummeted (Couto and Baia, 12).  

The scandals badly damaged the reputation the PT had built over the previous two decades, yet the mensalão was just the proverbial tip of the iceberg.
  Media and congressional investigators obsessed over the question of where the cash for the payola had come from, and soon discovered that the PT had constructed a massive, organized caixa dois scheme, disguising its illegal fundraising just as other parties had done in the past.  The scandals forced Lula’s Chief of Staff to resign from the cabinet (he returned to his seat in Congress, which expelled him) and also forced out several other administration and party officials, including the Finance Minister and the President of the PT.  These powerful figures had played key roles helping to articulate Lula’s policy proposals, maintain connections with the PT’s organization, and establish links with the business community.

Roberto Jefferson blew the lid off the PT’s scheme to save his own skin, but he too was eventually expelled from Congress.  Once he realized he would not enjoy impunity, he decided to go down with guns blazing.  His self-serving justifications for his corruption possess a certain perverse coherence: on the one hand he readily admits to having no objection, in principle, to caixa dois.  Yet on the other hand he protests that the mensalão crossed some sort of ethical line because it violated a cardinal rule of Brazilian politics, the famous phrase of St. Francis of Assisi é dando que se recebe - “give, that you may receive” (Jefferson 2006).  In Robert Jefferson’s world, “business as usual” means parties use their control over government agencies to generate kickbacks.  (Private-sector businesses often depend on government agencies for contracts, generating a give-and-take relationship.)  Jefferson alleged that the PT sought to monopolize control over these kickbacks and distribute the money as it saw fit, but claimed that he refused to play by the PT’s rules.  Up until that point he had no problem taking what the PT had given him, including several million reais to distribute to his copartisans, and his legal defense did not depend on revealing the political dynamics of the PT’s corruption schemes.

The Political Roots of the Scandals
We may never know whether Jefferson’s allegations were wholly true, but the general contours of his accusations have been supported by subsequent investigations.  Corruption has always existed in Brazil, and Brazil is certainly not the “most corrupt” country - in 2006 it ranked 70th out of 163 on the Transparency International Rankings, slightly more corrupt than in 2005 (www.transparency.org).  Yet given the PT’s trajectory and public image, what explains the corruption in the Lula government?  The scandals cannot be blamed on “PT incompetence,” an allegation some Brazilian conservatives have long made, because that lets Lula and the PT off the hook by eliding their political agency.  Other conservatives have alleged that the PT is a wolf in sheep’s clothing - that it is an anti-republican organization that seeks to steamroll democratic institutions, conquer the state by any means necessary and put it to use in the service of the party (see e.g. Tavares et al. 2000; Fausto 2005).  After Lula’s victory those who hold this view pointed to Lula’s disproportional cabinets and efforts to give the PT greater say over appointments to the government bureaucracy, his government’s efforts to undermine the already fragmented party system through the use of payola, and the PT’s illegal campaign-finance scheme as evidence in support of their views.

One cannot simply dismiss the accusations against the PT as politically motivated, because the party’s leaders have admitted that a substantial part of what has been said is true.  The PT and its supporters dismiss attempts to paint the party as anti-democratic, yet its leaders’ responses to the scandals left many of its supporters ashamed.  PT leaders initially suggested that administrative incompetence within the party resulted in misguided and admittedly illegal efforts to raise campaign funds (e.g. Garcia 2006; Genro 2006).  This excuse seeks to isolate the few “bad apples” from the rest of the party - and more importantly from Lula’s government.  Yet as suggested above, this explanation is unsatisfying.  Lula’s own Attorney General affirmed that a criminal organization within the PT had taken root in Lula’s administration immediately following the 2002 elections to work towards the PT’s long-term political project (Lopes, 2006; Rangel 2006). 

If one of Lula’s own appointees is willing make such affirmation in public, we can be sure that the accusations PSDB and PFL leaders level at the administration do not merely seek to score political points with voters.  The Attorney General’s statements left Lula in the uncomfortable position of having to explain how such an organization could take shape at the PT’s highest organizational level and install itself inside the Palacio do Planalto without his knowledge, and explain how and why his closest confidants could so profoundly betray him.  He had no option but to either play the fool (in which case he could also play the victim) or admit he was a liar.  Not surprisingly he chose the former.  Yet when pressed to acknowledge and explain his party’s use of caixa dois, both Lula and PT leaders have downplayed the scandals’ significance and have even resisted admitting that they did anything wrong.  At the height of the scandal, Lula could only bring himself to say, “the PT only did what other Brazilian parties have done all along” (O Globo, July 18, 2005).

It is clear that the scandals are fruit of the PT’s longstanding yet increasingly problematic relationship to campaign finance (Hunter 2006).  PT candidates have always trailed candidates from other (non-leftist) parties in their ability to raise funds, largely because the party historically possessed few links to wealthy private-sector patrons (Samuels 2001a; Samuels 2004).  The PT compensated for its poverty by relying on coattail effects from Lula’s popularity and, more importantly, on the strength of its organization, its message, and its party label (Samuels 1999; Samuels 2006).  Campaigns are expensive in Brazil not simply because money affects election outcomes but because most politicians lack other tools besides money - most notably, affiliation with a strong party label - to attract voter support (Samuels 2001b; Samuels 2002).  The key to the PT’s growth, in other words was not Lula’s personality but the resonance of the party’s image among broad swaths of the Brazilian electorate and the extensive network of partisans it could mobilize.  Yet in the 1990s as Lula and the PT moderated and adopted a more pragmatic approach to campaigns, elections, and electoral alliances (Samuels 2004), its leaders came to rely less on the party’s traditional mobilizational techniques and increasingly on campaign tactics similar to other parties.  However, as the party sought to expand its appeal it consistently failed to obtain the funds it needed to compete successfully.  

The temptation to resort to caixa dois is, according to Hunter (2006), the flip side of the party’s moderation over the course of the 1990s.  There is much truth to this.  Given the party’s persistent lack of access to legitimate sources of campaign finance, Lula’s ascension to power opened innumerous doors to temptation.  After all, Lula would need money to win reelection, and the party needed money to continue to grow.  Yet Lula’s statement is an excuse, not an explanation, and in important respects it is also wrong.  Desperation to increase the flow of money does not explain why elements within the PT engineered a centrally-organized, illegal caixa dois scheme. After all, governing provides access to various forms of political power that can be leveraged at the next election, and it also opens the spigots of legal campaign finance.  

Lula is correct when he acknowledges that the PT stooped to the level of the tawdriest aspects of Brazilian politics when it sought to raise campaign funds illegally.  Caixa dois is widely practiced in Brazil; the official campaign-finance reports, it is said, account for only 10-30% of real expenditures.  Yet caixa dois as typically practiced is highly decentralized, just like the rest of the Brazilian campaign-finance market (Samuels 2004).  All party organizations receive yearly subventions from the government, but parties receive no funds to support their candidates’ campaigns, and national party organizations have never controlled the raising and distribution of campaign finance to candidates for any office (except the presidency), as they do in most countries.  The Lula administration’s scandals are novel - even unprecedented - in Brazilian politics, and Lula’s statement is incorrect in an important way, because for the first time in Brazilian history a highly-organized political party sought to leverage its control over the national government to raise funds on its own behalf, to influence or even control the flow of campaign finance to its candidates (and even to its allies), and to discriminate against its rivals.
  

PT leaders did not engage in illegal activities simply to enrich themselves personally (although many of them certainly did so), as is often the case in Brazil or elsewhere.  They did so as part of a quest for power, on behalf of a party and its candidates.  We can be even more specific about the partisan nature of the campaign-finance scandals under Lula, and thus how they differ from previous scandals, by noting a particular intra-partisan dynamic to the scandal.  Efforts to accumulate funds through caixa dois reflect a longstanding effort on the part of elements within the PT’s dominant faction to tighten their grip on the party machine - to help the party grow, but to help their allies within the party particularly.  Ideology and geography both play a role in this story of intra-party competition; Lula’s allies sought to retain control of the party in the face of competition from factions to their left, and from politicians from outside of the state of São Paulo, home to most of Lula’s closest associates.  Seeking legal campaign-finance donations would have forced members of this group to report their activities to both the party and to the general public, and probably to distribute all contributions according to party-determined proportional criteria, but they sought to avoid such controls.  

Apparently such illegal campaign-finance activities had been ongoing within the PT since the 1990s, on a smaller scale.
  Lula’s ascension to power transferred the personnel involved in illegal activities to the center of national power.  The behavior continued, on a much larger scale, but the scheme proved untenable.  Previously such activities could be hidden behind the closed doors of party meetings, but secrets are harder to keep when more people know and when the scale of the operation grows.  As with Fernando Collor’s move from the tiny state of Alagoas into the national spotlight, the PT’s shift in scale caught the attention of far more people and generated far more political friction.

Party Politics and the Distinctiveness of the Lula Administration’s Scandals 
The campaign-finance scandals under Lula are thus distinctive from previous scandals because at root they concern control over a national political party, not winning this or that particular election, “buying” votes in Congress to pass this or that bill, or (in large part) personal enrichment.  The connection between the caixa dois and the mensalão reveal differences with previous scandals as well, because the caixa dois aspect of the scandals does not explain why Lula (or rather his minions, if we are to believe Lula’s claims) adopted a coalition-building strategy that included the mensalão.  Caixa dois and mensalão are linked, but not simply because the money either came from or was to be used as off-the-books campaign finance.  They are linked because they reflect the Lula administration’s and the PT’s inability to resolve the dilemma posed by coalition presidentialism.  Fernando Henrique Cardoso demonstrated that the obstacles of Brazil’s consociational institutional matrix are not insurmountable, so the question is whether Lula was unable or unwilling to adopt a similar approach, given somewhat different constraints, and why he chose to adopt a different tactic to generate legislative support.

As reported above, Lula initially chose to construct as narrow a coalition as possible, but just one year into his term he appeared to broaden his coalition to include the PMDB.  Yet appearances can be deceiving, for this coalition was built on weak reeds.  Lula’s critical problem was not his inability to construct a coalition (due to refusal by other parties to enter the government) but rather his and the PT’s unwillingness to share power.  The numerous academic observations to this effect (e.g. Avritzer 2005; Flynn 2005; Amorim Neto 2006b; Couto and Baia 2006; Hunter 2006; Pereira, Power and Railley 2006) echo (and serve to confirm) what Lula’s conservative opponents (including Roberto Jefferson) have alleged from the start.  In the end we must conclude that the PT committed the same political error (albeit for different reasons) as Fernando Collor: it refused to share. 

Taken as a whole, the exposure of the mensalão and the caixa dois scandals illuminate the shadowy corners of a larger picture, which includes the administration’s cabinet coalition-building strategy and the PT’s aparelhismo, its effort to employ the apparatus of the government bureaucracy to serve the party’s long-term political interests.  These are all elements of a strategy privileging one faction within the PT over the others and privileging the PT over other parties, the flip side of which involved a refusal to cede control over important ministries and secondary echelons of the government bureaucracy to supposed coalition allies.  

This strategy represented Lula’s effort to address the challenge of coalition presidentialism, and it is useful to put this choice in perspective.  Lula and the PT chose to purchase legislative support on the “retail market,” but they chose not to do so the way Ames (2001) suggests such coalitions are cemented: by judicious distribution of pork-barrel disbursements and by sharing control over bureaucratic appointments.  This distinction is important:  A “retail clientelism” strategy may be politically “inefficient,” but there is nothing illegal or unethical about it.  Yet the Lula administration did not wholeheartedly adopt such a strategy, since it favored the PT’s efforts at aparelhismo and disbursed relatively little pork (Pereira, Power and Railley 2006).  Instead of relying on the political currency of pork and bureaucratic appointments, the government used actual currency, at least in part.  Because there is no honor among thieves, this is a dangerous tactic for constructing a governing coalition.

Lula could have chosen different tactics, but he was unable to thread the needle between the demands of the PT and the demands of coalition presidentialism (Hunter 2006).  Although the PT had moderated over the years, it retained aspects of its unique organizational and ideational character.  A broad perspective on the Lula administration thus highlights the fact that for first time in Brazilian history a highly organized political party has had to confront the dilemmas of governing.  In particular, the experience of Lula’s first term tells a story of how leaders of a political party sought to use their party’s control (or perceived control) over the apparatus of the State to enhance their long-term hold on political power, both in terms of intra- and inter-party politics.  This sort of thing happens all over the world, but even assuming away any illegal activity it is new to Brazil.  And in this case we cannot assume away corruption; instead we must connect the novelty of the party-state nexus and all its dilemmas to the fact that leaders of that party engaged in illegal activities to work towards their goals.  The Lula administration also differed from previous presidencies because its scandals were fruit of a struggle for power within an enormous party organization and the conflict between that party and its rivals, rather than a function of the foibles of this or that politician or even a clique of individuals within the government.  In short, the president’s and his government’s dilemmas were inextricably related to his party’s dilemmas, and vice-versa, a dynamic relatively absent in previous administrations.  

Conclusion
Since the 1980s Brazil has undergone two parallel and profound structural transformations: economic liberalization and democratization.  These changes have substantially weakened the developmentalist and authoritarian aspects of the Brazilian state that have dominated since the 1930s.  Transformations in the political, social and economic spheres turned the country towards a moderately liberal economic model by the end of Fernando Henrique Cardoso’s administration, while the process of democratization only ended with the election of Lula.  Sallum Jr. (2003) suggests that both of these processes are irreversible, since no political movement with sufficient weight advocates a return to the developmentalist state and because anti-democratic political forces lack support.

Yet within the structural confines of this moderately liberal and largely capitalist democracy, substantial debate exists about how well Brazil’s institutions function.  What can the Lula government teach us about this debate, and thus what can we learn about Brazilian democracy through an evaluation of Lula’s presidency?  For many scholars, Brazil’s combination of the majoritarian institution of the presidency with a set of institutions that disperse political power hinders democratic governance (e.g. Mainwaring 1999; Ames 2001; Lamounier 2003).  “Power-fragmenting” institutions in Brazil include high party-system fragmentation - the effective number of legislative parties in Brazil was 8.5 in 2003, among the highest in the world.  As one can see from Table Three, political parties rarely win more than 20% of the seats in Brazil’s Chamber of Deputies (equivalent to the US House of Representatives).  The PSDB, which was only created in 1988, peaked at 19.3% of the seats in 1998, and the PT, which had only 7% of the seats in 1990, peaked at 17.7% of the seats in 2002.  Legislative fragmentation, as noted, requires the construction of broad and heterogeneous coalitions.

Insert Table Three Here

Other “power-fragmenting” institutions include federalism, strong bicameralism with high malapportionment in both legislative chambers, an electoral system that promotes individualistic campaign behavior, a cumbersome judiciary, and an extensively detailed constitution.  Lamounier had difficulty reconciling Fernando Henrique Cardoso’s many successes with his view of the political consequences of these institutions.  Indeed, he stated in the previous version of this book that Cardoso’s success is paradoxical given the “manifest dysfunctionality” of Brazil’s political system (289).  

This assessment seems exaggerated even in light of Lula’s more modest achievements, and especially given the problems that plague some of Brazil’s neighbors.  Under Lula GDP growth was positive, if not the “spectacle” that Lula promised on the campaign trail.  Inflation remained low and stable, and the risk premium paid on Brazilian government bonds declined substantially, indicating that international financial markets accepted Lula’s moderation and believed Brazil’s economy was stable.  As noted, several of Brazil’s social indicators continued to improve during Lula’s presidency.  Of course, several problems continue to bedevil Brazil’s economy and polity.  Interest rates remain among the highest in the world, making banking a highly profitable industry but crippling investment in productive activities.  The ratio of public debt to GDP ratio remains high despite the government’s extraordinary efforts to extract budgetary surpluses.  Unemployment remains high despite job growth.  And despite some improvement, socio-economic inequalities remain vast, perhaps contributing to Brazil’s crime rate, which has been on the rise since the 1980s. 

Prompted by Figueiredo and Limongi’s (1999) analysis of presidential legislative agenda control, many scholars have argued that there is no evidence that Brazil’s institutions are “manifestly dysfunctional.”  For example, Couto and Arantes (2005) note that despite party-system fragmentation and multiparty cabinets, presidents have managed to pass dozens of constitutional amendments since 1988 (52 as of mid-2006), suggesting that even difficult policy reforms are within reach.  An exhaustive comparative study of the relationship between institutions and policy performance in Latin America prepared under the auspices of the IADB (Stein et al. 2005) revealed that Brazil compares well against its neighbors in terms of policy performance (see also Armijo et al. 2006).  Lula’s survival through a rough presidency might just suggest that Brazil’s institutions function well.

Yet institutional functionality is a narrow basis on which to assess Brazil’s democracy.  The discussion of the relationship between politics and performance in Brazil must consider a broader conception of democratic governance.  The same IADB scholars who, after their exhaustive empirical research concluded that Brazil’s policy performance is at least average in comparative perspective, also concluded that Brazil’s political parties still poorly serve the country’s citizens as agents of political representation and accountability (Stein et al. 2005).  Interested observers might concur that governability and deadlock no longer threaten Brazilian democracy, yet Brazilian democracy still faces several critical challenges.

Although Brazil certainly qualifies as fully democratic according to accepted minimal criteria and its policy process appears to function fairly well, debates about Brazil’s political institutions overlook the fact that vast political inequalities persist (as they do in all countries to greater or lesser extents), in particular when it comes to access to the government process and equality before the law (e.g. Weyland 2005).  Unequal political influence gives the lie to the “quality” of the formal institutions and highlight weaknesses in the rule of law.  Money provides the wealthy with unequal access to government, undermining the notion that the “well-functioning” policy process reflects - even indirectly - voters’ expressed demands.  While candidates spend billions of Reais on election campaigns and Brazil’s tax burden brings the government record tax revenue, elected officials bemoan a lack of resources to address pressing social needs, including greater access to healthcare and education, and developing a response to Brazil’s growing crime and drug-trafficking problems.  Responsiveness to needs of the general population remains problematic; it is no wonder that the vast majority of Brazilians express so little confidence in their elected leaders.

Moreover, although Brazil’s electoral system, fragmented party system and other institutions may not damage governability, they continue to impede voters’ ability to identify clear policy alternatives in legislative elections and to hold elected officials to accounts (Souza 2004; Nicolau 2006).  Both responsiveness and accountability presuppose political parties of a certain kind.  For years the PT viewed debates about institutional reform proposals as “bourgeois concerns” with governability and as irrelevant for the more important questions of expanding citizen participation in policy-making and improving government transparency and accountability.  That is, the PT presented itself as the agent of change that would bring greater responsiveness and accountability to Brazilian politics.  However, Lula’s political choices and the PT’s descent into scandal may have sacrificed the PT’s claim to carry the banner of “deepening” Brazil’s clearly functional democracy.  Indeed, the persistence of corruption under Lula suggests that a political elites across all parties continue to believe in their own impunity, and even suggests that Brazil has taken steps backward in terms of political equality, even as income inequality declines.

In the end we have returned to square one in this debate, to the question of “quality” of Brazil’s political parties.  Clearly the qualities of the PT affected if not determined the nature of the Lula administration.  Party-systems theory has long held a normative bias in favor of a Weberian “institutionalization” of the system and its component parts.  In the Brazilian case this also implicitly suggests that the rise of parties like the PT positively reflect deep national cultural change from the dominance of charismatic authority and informal, patron-client relationships to a bureaucratic-rational mode of authority.  Yet Brazil’s first experience with a highly bureaucratized political party controlling the bureaucracy of the state, whose vote base comes from the most developed sectors of society, has not been an unmitigated success.  What can this teach us about Brazilian democracy?

The Lula administration offers new angles on the debate about the “difficult combination” of presidentialism and multipartism.  The experience of the Lula administration has revealed that different political dynamics emerge when a cohesive, organizationally complex party with deep roots in civil society governs from a position as legislative minority, in concert with parties that lack similar organizational characteristics, societal penetration, or ideological motivation.  Lula’s experience reveals that governing from such a situation can seriously strain intra-party relations, in addition to the usual problems of inter-party coalition management.  As noted, the question of the relationship between the president and his party in Brazil has attracted relatively little attention, but the Lula government casts new light on this relationship.  A president and his party face diverging incentives when they assume control of the government.  First, a president wins election and must seek reelection and his place in history by appealing to a broad swath of the electorate.  In contrast, members of his party can thrive on a much narrower electoral appeal.  Second, a president knows that although he won a majority of votes, if his party has not then his mandate is empty if he does not reach out to other parties in the legislature.  Yet his party does not wish to share power, and tries to hold the president to a narrower mandate.  

Third, a president can survive in office and even successfully seek reelection without the support of his own party.  Although he helped found the PT and spent years leading it and building up its organization, as the PT became mired in scandal Lula increasingly sought to distance himself from the party.  Towards the end of his administration he increasingly sought to rely on his personal charisma rather than the party organization for support.  As his administration progressed Lula’s and the PT’s goals increasingly diverged, and his coalition and policy choices served to fracture what observers had unanimously considered Brazil’s most cohesive political party.  Clearly the experience of governing has proved difficult for the PT.

Lula was unable to thread the needle between maintaining the solid support of his own party and the incentives and constraints of coalition presidentialism.  By the mid-point of his administration his advocacy of centrist policies had cost him the support of his leftist base, yet he was unable to purchase consistent support from his center-right coalition partners.  One cannot blame the administration’s problems on weak support from his leftist allies; nor does the fault for the administration’s problems lie with parties in opposition to the Lula/PT government.  To blame leftist critics ignores the fact that most of the administration’s problems originated from within the majority, moderate faction within the PT, long controlled by Lula and his closest political allies.

The question is whether governability problems are the result of the oft-cited structural and institutional factors that fragment political power in Brazil or whether Lula and the PT made strategic and tactical errors.  Presidential legacies are partly determined by structural conditions and partly by political choices; it is those choices that we must consider as critical.  A comparison across the Collor, Cardoso and Lula administrations reveals the extent to which both intra- and inter-party negotiations are necessary for smooth governance in Brazil, and the extent to which presidential strategy matters for governance in the context of a highly consociational political system.  It is not the institutions per se that cause policy outcomes, but rather the choices that political leaders make within those institutions.  Legislative majorities are not automatic; institutional factors can make the construction of majorities problematic, but not impossible.
 The fate of each of Brazil’s presidents since redemocratization can be assessed in light of the dilemmas of coalition presidentialism. 

Lula’s administration is likely to be remembered for successfully building on the economic stabilization and political reforms that President Cardoso achieved.  However, it is also likely to be recalled for succumbing to and relying upon traditional forms of clientelism and even for rationalizing patently illegal practices as the normal way of conducting political business.   The adoption of illegal campaign-finance techniques and their coordination from within nerve center of Brazil’s strongest national party spells trouble for the prospect that Brazil can successfully resolve the problem of the relationship between money and democracy.  Calls for reform come from all sides of spectrum, but political will appears lacking, largely because corrupt politicians are not consistently punished at the polls or in the halls of justice.
  

The behavior of several key PT leaders, along with Lula’s relatively nonchalant reaction to the scandals, may thus have sacrificed the party’s authority to carry the mantle of political reform in the eyes of Brazilian voters, in particular in terms of questions of government transparency, accountability, and corruption.  On the heels of the mensalão and the caixa dois scandals many petistas called on the party to return to its principles.  Yet internal elections in 2006 revealed that the party did not (and perhaps could not) undertake a full housecleaning.  Some of the principal party leaders who were involved in scandal are gone only in name, not in spirit, and it remains to be seen what kind of party the PT will become.  

Even if the party has lost some of its luster, it is unlikely that a perception that the PT is “just like” other parties in that some of its leaders are corrupt will spell the party’s death.  For one, the PT elected 83 deputies in the October 2006 elections, down from 91 in 2002 but still making it the second-largest delegation in the Chamber of Deputies.  The party also elected five governors, achieving notable victories in the North and Northeast regions of the country, where it has traditionally been weakest.  More importantly perhaps, it remains unclear whether Brazilians care much about corruption (Cervellini 2006), and it is even unclear whether self-identified petistas among Brazilian voters care much about corruption (Samuels 2006).  

Even if some petistas have abandoned the party because of the corruption scandals, perceptions of corruption in one party do not necessarily lead people to vote for a different party but rather to withdraw from politics (Davis et al. 2004).  Still, a perception that the PT is no better or worse than any other Brazilian party could seriously damage the PT’s long-term prospects because participation literally defines what it means to be a petista for many party activists.  Given the combination of corruption-induced apathy and a perceived failure on the part of the Lula administration to decisively implement the other two pillars of the modo petista de governar (participation and an inversion of government priorities), civil society organizations have become “profoundly disillusioned with electoral democracy and a party-based strategy for social change” (Hochstetler, 23).  Many social movements now feel that no party represents their goals and interests.  Their previous enthusiasm for Lula and the PT may have waned, implying a growing distance between the party and civil-society organizations, a critical element of its base.  The PT’s trajectory remains uncertain - if it loses its strong links to civil society, it will indeed become more like most of Brazil’s other parties.  In some senses this would represent a step backwards for Brazilian democracy, because it suggests that key aspects of citizen representation and accountability, especially in terms of broad societal interests, remain out of reach.

Although Lula is a “different” president, his administration may well be best-remembered not for the ways in which it symbolically completed Brazil’s transition to democracy but for its inability to clearly expand the contours of the reform agenda Cardoso consolidated into “PT turf” - the much-vaunted modo petista de governar of greater popular participation, an inversion of government policy and investment priorities, and improved government accountability and transparency.  Discussion of the legacy of Lula’s administration for Brazilian democracy will no doubt focus on the degree to which the administration abandoned or implemented those principles.
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	Table Three: Seat Distribution in the Brazilian Chamber of Deputies, 1990-2006

	Parties
	1990
	1994
	1998
	2002
	2006

	 
	Seats
	%
	Seats
	%
	Seats
	%
	Seats
	%
	Seats
	%

	PT (leftist)
	35
	7.0
	49
	9.6
	58
	11.3
	91
	17.7
	83
	16.2

	PSDB (centrist)
	38
	7.6
	63
	12.3
	99
	19.3
	71
	13.8
	65
	12.7

	PP (rightist)
	42
	8.3
	51
	9.9
	60
	11.7
	49
	9.6
	42
	8.2

	PMDB (centrist)
	108
	21.5
	107
	20.9
	83
	16.2
	74
	14.4
	89
	17.3

	PDT (leftist)
	46
	9.1
	34
	6.6
	25
	4.9
	21
	4.1
	24
	4.7

	PTB (centrist)
	38
	7.6
	31
	6.0
	31
	6
	26
	5.1
	22
	4.3

	PFL (rightist)
	83
	16.5
	89
	17.3
	105
	20.5
	84
	16.4
	65
	12.7

	Other Left
	19
	3.8
	29
	5.6
	30
	5.9
	54
	10.5
	77
	15.0

	Other center & right
	94
	18.8
	60
	11.7
	22
	4.3
	43
	8.5
	46
	9.0
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� Evaluations of the Cardoso administration include Lamounier and Figueiredo (eds.) (2002) and Giambiagi et al. (eds.) (2004).  In English, see e.g. Font and Spanakos (eds.) (2004).


� See Partido dos Trabalhadores (2002a) for Lula’s 2002 platform.


� This was known as the Carta ao Povo Brasileiro (“Letter to the Brazilian People) (PT 2002b).  It contrasted with a party resolution from just six months earlier known as the Carta de Recife (“Letter from Recife”), which had articulated more radical positions.  2002 campaign documents can be obtained at � HYPERLINK "http://www.lula.org.br/obrasil/documentos.asp" ��http://www.lula.org.br/obrasil/documentos.asp�.


� For details on participatory budgeting, and the debates surrounding its political importance, see e.g. Wampler (2004), Nylen (2003) and Baiocchi (ed.) (2003).


� The reform Lula’s government obtained was, however, watered-down from the initial proposal.  See Carvalho Pinheiro (2004).


� This claim is somewhat ironic, given that the Landless Peasant’s Movement (Movimento dos Sem-Terra, MST), along with thousands of other civil-society organizations, receives substantial subsidies from the federal government (Hochstetler 2006).


� The expelled petistas went to other parties on Brazil’s left.  These included Senator Heloísa Helena, who challenged Lula in the 2006 presidential election as the PSOL (Party of Socialism and Liberty) candidate.


� Observers have pointed to several other weaknesses in Lula’s administration: the president’s hands-off personal management style, which may have facilitated the corruption within his administration, a lack of a broad set of goals to guide government action, and a lack of policy coordination across ministries (Sallum Jr. and Kugelmas 2005; Couto and Baia 2006).


� This contributed to low administrative capacity, because many PT nominees had little experience in public administration (Sallum Jr. and Kugelmas, 275).


� As if things could not get any worse for the administration, the winning candidate resigned from the Chamber later that year after it was revealed he had extorted money from the owner of a restaurant in the Congress building.


� An excellent summary of the scandals surrounding the Lula administration can be found in Fleischer (2006).


� They also allege that corruption was far more widespread than Jefferson and congressional inquiries have managed to expose - and thus that the scandals impeded even greater harm.  Although it is perhaps not intended, this view perversely has allowed Roberto Jefferson to claim the mantle of martyr for democracy.


� Some have come to call this the “caixa três” to differentiate it from the decentralized caixa dois.  Evidence that the PT had begun to centralize the distribution of campaign finance for its own candidates can be found even in the PT’s official campaign-finance balance sheets for 2002.  That year, the PT became the first party to record substantial (and perfectly legal) intraparty financial transfers to candidates other than its presidential candidate.  Brazilian campaign finance data can be downloaded from my website, � HYPERLINK "http://www.polisci.umn.edu/faculty/dsamuels" ��www.polisci.umn.edu/faculty/dsamuels�. 


� Those who made such accusations were ignored or silenced, and some left the party.  For example, ex-petista Chico de Oliveira suggests that PT radicals knew long ago what was brewing and did nothing, thus tacitly approving of PT corruption.  A critical reference is the interview of former PT treasurer Paulo de Tarso Venceslau in the Jornal da Tarde, 5/26/97.  Several other ex-petistas have gone on record with similar accusations.


� The case of Itamar Franco is certainly instructive: he was not directly elected to the presidency and was not affiliated with any party, yet managed to sustain democratic governance in the aftermath of a jarring political scandal and in the face of economic crisis.  He did so by constructing an extremely broad cabinet coalition.


� If political reform that involves campaign-finance occurs, it will be because campaigns have become so expensive that politicians’ uncertainty about their careers has increased.
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