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The Senate met at 2:30 p.m. and was 
called to order by the Honorable 
ALBERT GORE, JR., a Senator from the . 
State of Tennessee. 

The PRESIDING OFFICER. Our 
prayer today will be offered by Bishop 
Smallwood Williams of the Bible Way 
Church of Our Lord Jesus Christ 
World Wide, Inc .• in the District of Co­
lumbia. Bishop Williams is sponsored 
by Senator HATCH. 

... , 

Senate 
TUESDAY, MARCH 17, 1987 
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APPOINTMENT OF ACTING the case, I see no need for a.'lY rollcalI : 1.· . ii[ 
PRESIDENT PRO TEMPORE votes today. I think I . can so state. to . : . :1 

The PRESIDING OFFICER. The the Members. . · · . ., :~ i:,. J . . 
clerk will please read a communication -Now, the distinguished Republican ·": · · 
to the Senate from the President pro leader and I · have also discussed the 
tempore (Mr. STENNIS). , possibility of reaching a time agree- · . · 

The assistant legislative clerk read ·ment as to an hour for the final vote: · -~:-- \ 
the following letter: an Senate Joint Resolution 81 tomor-::-~>" . , 

u.s. SENATE. ., .. · row, and I will be interested in any :'> ~\ 
PRESIDENT PRO TEMPORE. suggestions thereon that the Republi-•,. ~' Ii f 

Washington,. DC, .March 17. 1987. can leader may have during the day. I _,:.;:,"t, ij j 
Ta the Senate: hope that, before the day ls out, we . ..:ii'; . j 

Under the provisions of Rule I, Section 3, can announce to our colleagues on : --,-_ · j 
· · o.f the Standing Rules of the Senate, I • th · ., ·, 

, l'RA YER hereby appoint the Honorable Albert Gore. • both sides of the aisle the ho_ur .for e . ;,;_~. ! 
Jr., a Senator from the State of Tennessee, vote on tomorrow an the d1Sapprova.J,.· .. •_-:: ·,. 1 I 

Shall we bow our heads, please. to perform the duties of the Chair. resolution. ·· ·• ,: . • .. , . • , .. ;2,t.1:;,,~,:, '1 

Eternal. invisible. all wise God, we .. Jomf c. STENNIS, . Mr. DOLE. Mr. President, will the · · ; . 
1 are privileged to come to Thee at this .c•, : ...... ~ - ·, . Prerictent pro tempcre. · majority leader yield? ,· .. •., '· ·. :'; ·'/{ · j1 

~~::e~:thh~~~itedt~~s !~~;:c .. ~!~e~ ch~t i~~~;ierr~~~t =u~:1~~:. yi!1~: BYRD. _"'!e~, I wm ~e h~P!>~ t}fi~ 11 
unto Me all ye that labor and are _____ Mr. DOLE. We are certainly willing ; . _,; · ' 
heavy laden. and I will give thee rest," to work out a satisfactory time tomor- ./·; :: _\'. 
and "Blessed be they that cometh in ·· ·· RECOGNITION OF THE row for the vote, perhaps sometime · ·: 1. 
the name of the Lord." Therefore, in ·• ·_.,. · MAJORITY LEADER around 4 o'clock or whenever we can · · : fl!" 
the name of Jesus Christ, we are The ACTING PRESIDENT pro tern- work It out with the majority leader. ·::::.i::;,_:_.- 1!} 
thankful for this great Nation that pore. The majority leader is recog- Mr. BYRD. Very ':""ell. Mr. Presid~~!~~-:;~/ \\j'! 
was founded 200 years ago. Destined nized. I thank the Republican leader. • ·". ;:-:r:·~., r,'I' 
to be the leader of the free world, •. -: ------ Now. I have some time under the -:~• - ,j!I 
demonstrating to the world the feasi• THE JOURNAL standing order. Mr. President. I ask .. v1

• 

bility of a social order of human free- unanimous consent that I may resenre .. -::~-:::. .:., 
dom, dignity, and prosperity. Mr. BYRD. Mr. President, I ask my time for later in the afternoon. ; • -i'~, 

unanimous consent that the Journal Th ACTING PRESIDENT tem - .. · \Ve thank Thee for a national recog. e pro O 
• 

0 

of the proceedings be approved to w·th t obJ·ect·on it is so o" · · nition of the prophetic structure of date. pore. 1 ou 1 , .... _, , · ." 
the universe and its moral require- dered. ·· · • · -, . :· -~ : , : ,--, 
ments that we have visibly engraved The ACTING PRESIDENT pro tern- . The distinguished Republican leader 

pore. ·without objection, it is so or- ls recognized. , •,·,. .-·· : ,, .. , -. 
on our currency "In God \Ve Trust." dered. · · -
M th . · · t· b Mr. DOLE. Mr. President, I thank~-·-\,,i. 

ay 15 mscnp 10n ea supreme re- ------ the Presiding Officer; Let me indicate .. -.:;,: 
ality regardless of all difficulties and DISAPPROVAL RESOLUTION OF again to the majority leader we will" , ;-
challenges therein involved. In spite of ADDITIONAL ASSISTANCE TO certainly try to work out a time that is . " .. 
the turbulent difficulties of our time, NICARAGUAN satisfactory. I will consult with the . 
inay the upward curve of our historic RESISTANCE DEMOCRATIC author of the disapproval resolution. ;,..;') 
progress continue. Senator WEICK.ER. We hope to have .... :.:,, 

We thank Thee for the privilege of Mr. BYRD. Mr. President, the dis- some agreement yet this afternoon. ·"·: -· 
our preaching ministry of 60 years in tinguished Republican leader and I ..:...---- . . .-. -.~./~_·§._:,_,_.~-.-... · .. 
this great city and attaining the age of have discussed the calling up of _ «-.. 

fourscore years. Fifty years ago, we Senate Joint Resolution 81, introduced CRUZ ' RESIGNATION/CENTRAL .. _;: 
voluntarily prayed on the granite by Mr. WEICKER. Under the law, there AMERICANS O UNDERSTAND . 
steps of this building for inclusive is no debate on the motion to proceed THREAT 
social justice. Today, we are honored to the consideration of Senate Joint Mr. DOLE. Mr. President, over the . 
to Pray from the Podl·um of thi·s Resolution 81. Mr. DOLE and I have de-

t · d th t th -11 b t past few days I have commented on a - 11;1 
august body interpreting our presence fermtihne a ere wi ehno requ_es number of aspects of the situation tn ~ 1'.·\1 
here as a progress report of thlS' Na- or e yeas and nays on t at motion C t al Am · And I h · rt d to proceed. Therefore, I ask unani- en r er1ca. ave mse e , . 
tion's advance in the area of human mous consent that at no later than the material in the RECORD relevant to our - · Jj 
dignity and brotherhood. hour of a:ao p.m. today the Senate upcoming vote on Contra aid. T~ay, l .· . .- _;1J 

May the waves thereof touch the proceed to the consideration of Senate want ta put two more related items . \ii 
shores of all nations of the world to Joint Resolution Bl. · into the RECORD. 
heal the hurt and hurting, inspiring The ACTING PRESIDENT pro tern- KIRKPATRICK oP-.ED oN CRuz RESIGNATION . , 
new hope for a better tomorrow pore. Without objection, it 1s so or• The first 1s an op-ed piece which ap-
"When the day break and the shadow dered. peared in last Sunday's Washington _. _ 
shall ~ee away." Mr. BYRD. I thank the distin- Post. written by former United Na- · -·_; f 

In Hts name we pray. Amen. guished Republican leader. That being tions ~b~~dor Jean_~ ~ir~~-atri~kJ ~;i~:~ i:li 

• This "bulle," symbol identifies statements or insertions which are not spoken .by a Member of the Se~ate OQ the I floor •. ~''._~;;ft~- . i;, 
. -':, -~--- ~! 
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ask consent that the text of this op-ed 
be included in the RECORD. 

There being no objection, the article 
was ordered to be printed in the 
RECORD, as follows: 

THE CRUZ RESIGNATION 

<By Jeane Kirkpatrick) 
Opponents understood they did not have 

the votes to block payment of the last $40 
million of the $100 million in contra assist­
ance approved by Congress last year. So, by 
voting a resolution to delay payments, they 
hoped to send the Reagan administration 
t.he message that no new aid would be forth­
coming from this Congress. But the margin 
of th~ vote <230 to 196), the timing and sur­
rounding circumstances indicate instead 
that a maximum effort could indeed 
produce new assistance for the contras this 
year. 

The voter followed a pattern that has 
become familiar since the struggle over mili­
tary aid to El Salvador in the early 1980s: 
belated administration efforts, harsh Demo­
cratic attacks and predictions of inevitable 
defeat. new unsubstantiated charges of 
human rights violations. This time, howev­
er, the issue had also become entangled in 
the Iran scandal and a highly publicized 
struggle among the contra leadership that 
reached its climax when, two days before 
the vote, Arturo Cruz resigned from the or­
ganized resistance with a scathing attack on 
his erstwhile colleagues. 

Instantly, congressmen who never saw 
Cruz· leadership role as a reason to support 
the contras seized upon his departure as an 
additional reason to oppose them. Adminis­
tration spokesmen. especially those in the 
State Department who had consistently 
backed Cruz. were visibly shocked by the 
fact. the manner and especially the timing 
of his leaving, 

Cruz' fellow Nicaraguans were less sur­
prised. They already knew him to be a man 
of mercurial temperament. Cruz had lived 
outside Nicaragua for 20 years before he re­
turned to work for the Sandinistas in July 
1979. It seemed to many Nicaraguans that 
he was never comfortable working in the 
framework of Nicaraguan politics. 

In fact, Arturo Cruz is intelligent, articu­
late, but not a political man. He is a techno­
crat-and technocrats usually believe there 
is one answer to a question and that they 
have it. Cruz broke with the Sandinistas 
when they disappointed him and now has 
broken with the anti-Sandinista resistance. 
First he fought to have Adolfo Calero elimi­
nated from the directorate of the United 
Nicaraguan Opposition. After he succeeded, 
he turned on his erstwhile collaborator. Al­
fonso Robelo; the publisher of Nicaragua's 
last independent newspaper, Pedro Joaquin 
Chamorro: and the whole Nicaraguan as­
sembly-in-exile, which comprises represent­
atives of all of Nicaragua's democratic polit­
ical parties, trade unions and private enter-
prises. · · 

Cruz says his former colleagues were inad­
equately devoted to reform. They say Cruz 
cannot stand it when he does not get his 
own way, In their view. Cruz' conception of 
reform consists of giving him full power. 

Cruz has long seemed to evoke more in­
tense admiration among North Americans 
than Nicaraguans. UNO, the organization of 
which Cruz was a part. was created in Wash­
ington by a handful of liberal Democrats · 
who persuaded Lt. Col. Oliver North and 
certain State Department officials that 
there would be a better chance of winning 
congressional support for the contras if 
they were part of a "civilian" political struc­
ture headed by "Social Democrats." Cruz 
became one of UNO's three directors, along 
with Robelo and Calero. 

The existence of UNO may, in fact, have 
helped in winning enough Democratic votes 
to provide $100 million in contra aid in the 
last Congress. But it should be remembered 
that the vote took place against a back­
ground of growing Sandinista repression and 
ever-clearer ties to the Soviet Union. 

During the past year, Cruz and his band 
of American supporters moved to take per­
sonal control of the contra fighting forces 
by eliminating Calero from the directorate. 
However, there were serious problems with 
their plan. . 

The contras, who risk life and limb in 
their . war against the Sandinistas, had no 
confidence in Cruz or his proposed chief of 
military operations. Neither did the Nicara­
guan assembly, nor Cruz's colleagues ln the . 
UNO directorate. After losing two votes, 
Cruz resigned. · 

His resignation on the eve of the congres­
sional vote seemed to some Cruz detractors 
proof that he had never been a reliable sup­
porter of the Nicaraguan democratic resist­
ance. Some even thought Cruz and his sup­
porters had sought control over the contras 
in order to negotiate their surrender to Ma­
nagua. We will never know. 

By week"s end, there was wide agreement 
among Nicaragua's exiles in Central Amer­
ica and Miami that every effort should be 
made to strengthen the assembly and 
expand the elected directorate. Chastened, 
State Department officials seemed to agree. 

Nicaraguan politics have never been easy 
for outsiders to follow. Like France's Radi­
cal Socialist Party, which was neither radi­
cal nor socialist, Nicaragua's conservative 
party was not conservative, and its liberal 
party was wholly controlled by Somoza. 

The tradition of semantic confusion has 
been maintained since the overthrow of the 
Somoza regime. The Sandinistas do not 
follow the nationalist principles of Sandino, 
the Coordinadora is not coordinated, and 
the United Nicaraguan Opposition has 
never been united. Some would say it is not 
even Nicaraguan. If Nicaraguan politics are 
difficult for us to understand, however, 
think what America's politics-typified by 
Congress' complicated posturing last week­
must look like to Nicaraguan exiles. 

Mr. DOLE. Last fall I was able to 
persuade Jeane Kirkpatrick to become 
a member of the Central American 
Commission established in the same 
legislation providing aid to the Con­
tras. I picked Ambassador Kirkpatrick 
because I felt the issues at stake in 
Central America were so important to 
American national security that the 
Commission ought to be made up of 
absolutely topnotch people. I might 
also note that Ambassador Kirkpat­
rick agreed despite rather heavy bur­
dens on her time, precisely because 
she agreed with me on the overriding 
importance of the issues involved. 

The op-ed I want to put in the 
RECORD is one more indication of the 
creative and precise thought Ambassa­
dor Kirkpatrick brings to her consider­
ation of Central American Issues. The 
op-ed deals with the recent resignation 
of Arturo Cruz from the leadership of 
the UNO and, contrary to much of the 
other commentary one sees on that 
subject, Jeane's comments are: One, 
based on facts: and, two, show real in­

: sight into the nature of the UNO and 
its relationship to the struggle going 
on over the future of Nicaragua. -- ► •· 

As Ambassador Kirkpatrick points 
out, the Cruz resignation is neither so 

unexpected nor so damaging to the 
Contra effort. as some would have you 
believe. Her article reminds us of the 
real bottom line here: It is not who 
heads up UNO, but what happens to 
Nicaragua and to American security 
interests in Central America. I urge all 
Senators who have not already done 
so to read and give careful consider­
ation to Ambassador Kirkpatrick's 
comments. - , ·.-

•• : • ,J 

CENTRAL AMERICANS SUPPORT AID TO CONTRAS :, ·;: 

The other item I want to put in the 
RECORD is a set of tables outlining the 
results of recent public polling under­
taken in Central America by USIA ,. · • -, 

We hear a great deal about what the 
people of Central America want or 
think. A good bit of .what we hear is 
hogwash, based on nothing more than · 
the point of view of the person doing 
the talking. These polls represent one 
of the few efforts to find out what the 
Central American people really want 
or think-by actually asking them. ··· - ·· 

I would particularly like to point out 
the responses to two of the questions 
asked. When asked whether they sup­
ported U.S. military aid• to the Con­
tras. the people of Central America 
overwhelmingly said yes. In Costa 
Rica, 70 percent supported aiding the 
Contras; in Honduras, 81 percent; in El 
Salvador, 69 percent; and in Guatema- · 
la, 68 percent. I hope all of us . will 

· keep these results in mind, the . next . 
time we hear claims about how our _ 
friends in Central America oppose ,our . •· 
policies there. · ' · •· --

The other question I would point 
out is whether or not the Central 
American people believe their own · 
governments ought to aid the Contras_ 
Again, the answer, overwhelmingly, 
was yes. In Costa Rica. 61 percent of 
the respondents said the Central 
American democracies, themselves, 
ought to aid the Contras. In Hondu­
ras. the figure was 74 percent; in El 
Salvador, 63 percent; and in Guatema-
la, 54 percent. · 

Mr. President, it is not for us to 
speak for the people of Central Amer- . 
ica. But it is for us to listen to them. 
And to take into account their views of · 
the kind of threat they face from the 
Sandinistas, and the kind of response 
we ought to make. 

I ask unanimous consent that the 
full results of the poll I have cited be 
printed in the RECORD. 

There being no objection, the mate­
rial was ordered to be printed in the 
RECORD, as follows: . . . 

' TABLE 1.-SANDINISTA TREATMENT OF 
NICARAGUAN PEOPLE 

"How justly does the government of Nica­
ragua treat the people-very justly, some­
what justly, with little justice, or not justly 
at all?" 

_ _ .(In percent] - _ ,,-· • ·-··- .. ___ _ 

Cost• . El 
Rita Honduras . Salvadc>' .~temala -

Very justly ... ... ____ 3 6 C :. . 
19
s 

~I justly ..••..• ·-····-····•-•-· ·_ -.c,5 __ ;:..:;13 __ .c_lS:.._ _ _:: 

· · •· > .. ~--~£.1-
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[ln~I] 

Costa l!ondo,t,s El 
Rica Saf,,adcr 

Mtotal,justly .... __ ._ 19 19 

Wit~ ill~ justice .... - •• · .. ·--· 29 31 39 
No )l!SllCt at all ....•. ·--·--·· 56 40 23 

s..t.totat. unjustly .. _ .. _ !5 71 61 
No"""""'· no...-.. __ ._ 7 10 19 

Totals 100 100 100 

Guaieu,ala 

24 

40 
21 

67 
9 

100 · 

Nt::aragua ..... ___ _ 

C"ha ··········•····--- ­
Scv>et Urnoo ····················--·-All Oll'ffl .... ___ _ 
No tll' 010tt ____ _ 
Nol iSl<ed .. ____ _ 

[lnpercen!] 

Costa 
Rica 

38 
3 
I 
2 
3 

,2 

Hond:,ras 

5-0 
3 
1 
7 
2 

41 

Sat~dor Guatemala 

17 12 
9 5 
1 4 
2 S 
2 -....... _ .... . 

19 80 

ll-Olt.-fota~ n:e,,0 100 pe!Cefll oot to mulll!}le ,,,._._ 

TABLE 4.-l.F ATTACKED. COUNTRIES THAT 
WouLDHELP 

TABLE 2.-OPINIONS OF THE SANDINISTA 

GOVERNMENT <a> "Which country. If any, would come to 
· · our aid Immediately if we were attacked?" 

ta) Representativeness 
"Would you say the government of Nica­

ragua represents the majority of the people 
or that it represents a minority?" 

(In percent] 

Costa Hon<Mas El Guatemlla Rica Salva<ilr 

R!l>'esenh tNiority ··----- JI 14 18 11 
R'!l!esents n1111,>1,ty ··-·-····- 79 75 64 64 
No -• doo l know .. -•-·- 10 JI 18 9 

Totals JOO 100 JOO 100 

Cb) Popular support 
"Which side in the conflict do YOU think 

the majority of the people of Nicaragua 
suppa,rt-does the majority favor the Sandi­
nista government forces, or favor the 
Contra opposition forces?" 

11.ajorily~ 
Sand1nis1a IO!t!S ·--
Cc,iira farces ............. _ 
H.> opn,cn. ci:n'I lu,ow _ 

Totals 

(1n percent] 

Costa 
Rica Honduras Sat~ G.atemala 

12 14 20 23 
72 75 46 60 
16 II 34 17 

100 100 100 · 100 

TABLE 3 .-PROBABILITY OF ATTACK ON OWN 
' COUNTRY 

"Now a question about the future. Some 
people say that our country will probably be 
attacked militarily by another country in 
the next two or three years. Other people 
say that while this Is possible, it is not likely 
(probable). What do you think-would you 
say that an attack on our country In the 
next two or three years Is very likely, fairly 
likely, not very likely, or not at all likely?" 

[lrl percent] 

Cost! Honduras El Gualtfflala Rica Salvador 

v.,., lk,fy 9 19 6 3 
Fa•~ ltl,eiy 29 33 15 17 

Sublot!l l~e!y ···-·-· 38 52 21 20 

Nolffl"I (Utfe) fikely ..•• - 31 30 43 32 
hot at ,n lil<ely ·······-··-·--····· 30 16 33 42 

S<rbtolaf. unit.ely ....•.. _ 61 46 76 74 
No O!)lflton, oon·t 1tnow --··---· 1 2 3 6 

Totals 100 100 100 100 

If answered very or fairly likely In preced­
ing question, ask: "Which country is the one 
that would attack?" "Any other?" 

(In pe1cent] 

Cos1a ltooduras El Guatemala Rica Sa/vat.Jr 

United States 86 88 80 70 
Panama .. 22 Fl 2 1 
Venezuela ·······················- ··-- 15 . s (") 
Others I mdliding olhel 

Cenlr~ Mlef!Wl 
countries) 9 JO . 3S 39 

No answer. don't know 8 9 12 8 

. Note.-(") ~~nines ies:, than 0.5 perctnt figuies may ~ 11> fflOlt tilan 
lOO'lo due lo multiple responses. · 

(b) "In your opinion, can the U.S. be 
relied upon to help us defend our country in 
case of future military attack?". 

· (kl pe1ctnt] 

r.osta Hondum fl Guatemala Rica SaJ-noo, 

Yes _____ _ 
. 91 88 84 88 t -•t _koow ____ _ 4 5 7 8 

5 7 '9" 4 
•, Tot!b ___ _ 100 100 100 100 

TABLE 5.-TREATMENT BY COMBATANTS OF 
PEOPLE IN WAR ZONES 

;,There are people living in the area of 
Nicaragua where there is armed conflict be­
tween the Sandinista government forces and 
the Contra opposition forces. Which of 
these two forces generally treats the people . 
with more consideration?" · · · 

[In petctfl!J 

Cost! Honduras El Guatemala Rica Saltr.1dar 

Szndinista government fo<ces ·- 6 ; .. . 6 io 18 
Contra forces ................. ·-······ .. 72 74 46 60 
Ho 09inion, don't koow ............ 22 20 44 22 

Totals 100 100 100 100 

TADLE 6.-OPINION OF U.S. AID TO CONTRA 
FORCES IN NICARAGUA 

Ca> "As you may know, the United States 
Is giving military aid to the opposition 
forces known as 'Contras.' What is your 
opinion of this?" 

(In percent] 

Costa 
Rica Honduris Sa~ Gllatemal.l 

Aparo,e strongly ······-···-·-···· 40 37 35 24 
Approve somewhat.. ....... --___ 30 ___ 44_..;•c.'-' _34 ___ · _44 

:. Subtotal, 3PIJ!ov3l ..... -====70===='==1====69====68== 

OisaOO!IM somMaL.. ... -•-- 10 
OlsawM SUIIOli'f ···- ·-··"--1-I 

5 
4 

11 
12 

1a 
10 

[In pe1te11t] 

Costa 
Rica HoodUl3S 

Sublot,1. di1.1Woval ... 24 9 23 28 - • 
Ho O!)inioo. doo I knew ··········-__ _;9 __ _;1c:_0 ___ 8:...._ __ 4 

Totals .... -.......... - ... ·- JOO 100 100 

C:~•
66 

Hor.Jum ~J!«,, Guatemala '";;, ,.. l_:1 
75 87 · 56 :·· \· . . J 

~ · , 6t· .·, If ,~•i 1. , :·: 
1
" 

12 . 12 .:.. ·25 . :;.21 . ... -.. 
1
1. 

23 19 . ' 8 - 2_1. . ::.- · ~· ! 

Cuba _____ _ 

U.SS.R. ···-----Libya .. _____ _ 

~?/~-----
l 

Note-Flgures will~ to ffl<lle than 100 pen:ent.~ .'°mu~~""'::::~:"•...:·;:, ~!; 
TABLE 9.-OPINION OF MILITARY AID TO t 

SANDINISTA GOVERNMENT '' ' ~ '; : ,';' ·.; ~: 

"What Is your opinion about provision of · , ;ti 
(this> military aid to the Sandinista govern- · l.'· · 
ment in Nicaragua-do you approve strong- . j:,.·i. 

ly, approve somewhat. disapprove some- i :\ 
what, or disapprove strongly?"' i: ,: 

[In percent] 

Costa 
Rica Honduras 

I I ii. 
,_. . rr.J: 

-. If 
• . · ,; '": · 5 ... - ·\ ~ ~ ,1,01.,ly ..... -···- -······ • ' • ,! 

.\WM somewnaL---·· 3. 4 . 9 . , , ); 
.,: Subtot!t. ~ .. ~.';;-.-... -. --,----1-2 ___ 10--.. ·_...,.r~ ,:· /-J/: 1!; 

~= =~:-,_-_-..:: ___ it ___ il ___ · _U __ · .. _._.:_}L}:}l . ' ,___ . '. ·' " -- ~}tf: 
p _-: !".· _, :., ,,;.;._._. _;.<· , .... ~~~~~~ ~:~:~~~~~ ---· ..... ,,u..·..:.... _.·,--.::...~•"":.z.nr: .. :.i.A"'. - - -- - ,., -=--
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Mercedes-Benz tha.t disappeared down ·a = 'iLiii:1. 'tii't·: o 
Beirut street. The 39-year-old has been Im• ·. ·reached the 

-cost• prisoned longer than any -of the other eight ·". hostages. ··· 
'Rica &nduras Sa;,°adol Guattma1, Americans.still held hosta:ge in Lebanon. ·•-f..:,.,.--You wonr 

-on Sunday murn1n~. Father Jenco··shared ·. 'saia quletly. 
rioo;,in,on,d011Hoow ..•. _ n .. 23 n 23 the letter with 250 worshipers, · w.earmg •· ·--·•4;:~,1;.;,~;-. 

----------- yellow ribbons, who had gathered at First ,y>t..-.;;,.,;"<1··?··, 
l ota!s ........... ----~ • 100 too 100 100 Baptist Church In the Wilshire district .to '·"WASHBtT. 

participate In a "National Day of Prayer for . :i-"'{'S;,:--CHA 
the Hostages" spansored by Baptist -congre- -c•.,-:, · · .: • -
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CONTRAS SCORE MILITARY GAINS 
INSIDE NICARAGUA 

In Nicaragua's civil war, the democratic forces, popularly known as the 
Contras, have been making impressive military and political gains. Today some 
14,000 Cott~ are fighting in approximately half of Nicaragua. Their .ability to 
sustain operations in such a large portion of the Nicaraguan territory is a solid 
indicator of the high degree of support that they enjoy among the rural population. 

Since the Contras began military operations five years ago, they have grown 
from a force of a few hundred to an experienced, well-trained, and highly 
disciplined force of more than 14,000: Most of them are peasants. Sandinista 
defectors account for about half of the resistance forces. 

In the first half of this year, the Contras had 1,360 military contacts with the 
Sandinistas, a total higher than that for all of 1986. Through this July, the Contras 
have destroyed 55 military posts and temporary bases of the Sandinista army, 15 
.bridges, 142 poles and transmission line towers, 83 military true~ five jeeps, and 
nine pick-up trucks. In the same period, the Contras shot down at least five 
helicopters made and provided by the Soviet Union. Of these, two were MI-24s, 
commonly known as flying tanks; three were HIP models, generally used for carrying 
troops. Other seriously damaged Soviet helicopters included four MI-24s, one MI-
17, and one MI-8. In addition, two more helicopters have been downed this 
month. This has been a significant blow to the Sandinista army, given its heavy 
reliance on air power to attack the democratic resistance. 

Passing the Test. An ability to carry out coordinated attacks on major military 
targets is a key test of a fighting force. The Contras have passed this test. They 
have conducted six major attacks during the past four months. One of these was 
on San Jose de Bocay on July 16. San Jose de Bocay is the main Sandinista army 
base in the north-central region of Nicaragua and thus is heavily defended. The 
Contras, however, penetrated the Sandinistas' defenses and destroyed several military 
installations. To carry out this assault the rebels brought together and combined 
the efforts of a number of different combat units operating in the region. 

Note: '.'l!othing 1>1,ritten here is to he ,·onstrued as ne.:es.~arily reflecting the \iews of The Heritage Found1nion or a., an 
attempt to aid or hinder the passagl' of any bill before Congres.~. 



There is evidence that in zones of heavy combat the Sandinista army is being 
forced on the defensive. The Contras have seized tactical initiative and the . · 
Sandinistas are now reacting. The Sandinistas ap~ar to have been forced to · 
withdraw from the battlefield some high-value military equipment, such as Pf-76 
amphibious tanks and some heavy artID.ery. They apparently feared that these would 
be captured or destroyed by the Contras. ; . · 

A niajor Contra success has been political unification. After years of division 
and political strife, the major Contra organizations ~embled in Miami in May, · 
where they established a unified anti-Sandinista front: the Nicaraguan Resistance 
(NR). This organization, democratically elected by a 54-member assembly and 
represented by a 7-member directorate, includes · and unites all sectors of the 
democratic opposition fighting against the Sandinistas. All the Contra forces were 
consolidated under one military command, the Nicaraguan Resistance Army (NRA). 
The NRA, in turn, is under the authority of the civilian directorate of the 
Resistance. · 

Popular Support. The Resistance, meanwhile, has won the support of the 
majority of Central Americans. A Costa Rican affiliate of Gallup International 
conducted a survey in Guatemala, El Salvador, Honduras, and Costa Rica (in 
Nicaragua surveys are forbidden) to explore how Central Americans feel about the 
Contras. Among the survey's results are the following: -· 

· ♦♦ Three-fourths of all Central Americans view the Soviet Union as 
respoDSible for fomenting violence in the region. 

. ♦+ The majority of Central Americans believe that the anti-Sandinista rebels 
enjoy the support of the Nicaraguan people. 

-
♦♦ Two-thirds of the Central Americans approve of the U.S. military and 

humanitarian aid to the Nicaraguan Resistance. 

Another Gallup survey recently published in Costa Rica shows that 
approximately 80 percent of Costa Ricans have little or no confidence that the 
Sandinistas will comply with the current peace plan. 

While the Nicaraguan Resistance is making military and political gains, the 
Sandinistas are losing some of their international support. West Germany, for 
example, is one of the nations that bas decided to put an end to an important aid 
program to the Sandinista regime. France also has · reduced earlier aid commitments 
to Nicaragua. In June, the Netherlands announced that it was reducing economic 
aid to Nicaragua by about 50 percent. The decision was taken because the 
Netherlands is convinced that civil and human rights consistently are violated in 
Nicaragua. 

Jor$e Salaverry 
Policy Analyst 
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Following is an address by Elliott 
Abrams, Assistant Secretary for Inter­
American Affairs, before the Washington 
World Affairs Council, Washington, 
D.C., June 30, 1987. 

Events in Panama this month have 
highlighted a dilemma central to U.S. 
foreign policy. It is the challenge of how 
to support democratic change-not 
against the will of a closed communist 
dictatorship tied to the Soviet Union but 
with a friendly people with whom we 
have a record of cooperation and a base 
of common democratic values on which 
to build. This challenge creates a gen­
uine dilemma because change in friendly 
countries may, in the short run, entail 
some risks-of instability, polarization, 
and uncertain relations with the United 
States. We know that. But we also know 
that the risks will become much larger­
unacceptably large, in the long run-if 
there is no opening toward a democratic 
political order. 

I want to speak today about this 
issue, not only in Panama but also in 
four other countries in this hemi­
sphere-Chile and Haiti, Paraguay and 
Suriname-where the transition to 
democracy is in trouble or in doubt. I 
want to put to the side for a moment the 
very different problems of Nicaragua 
and Cuba and concentrate on states 
which do not define themselves as Soviet 
allies and which claim to adhere to our 
own democratic ideals. Since my 3½ 
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years as Assistant Secretary for Human 
Rights and Humanitarian Affairs, this 
has seemed to me a central issue in U.S. 
foreign policy. 

Panama: The Need 
for a Transition 

I would like to begin with Panama, 
where the foremost public issue today is, 
quite simply, democracy. 

Panama and the United States share 
deep historical ties and important com­
mercial and strategic interests. The 
Panama Canal is the source of a unique 
relationship. In 1979, after many years 
of negotiations under four U.S. 
Presidents, the United States and 
Panama were able to reach agreement 
on two treaties that establish a 20-year 
blueprint to transfer the canal to 
Panama and which provide a regime for 
its permanent neutral operation. The 
commitment of the United States-of 
our government, of both major parties, 
and, with them, of the American 
people-to those agreements is firm. The 
Panama Canal Treaties are in no way 
affected by this month's events in 
Panama. 

What these events do affect is 
Panama's position in the growing com­
munity of democratic nations. The 1984 
national elections, the first since 1968, 
suffered from glaring imperfections but 
seemed to help propel Panama into the 

flow toward democracy that is power­
fully moving the hemisphere and, indeed, 
the world. But in 1985, Panama's civilian 
president was forced to resign. Constitu­
tional procedures were followed, at least 
formally, and Panama remained an open 
society consistent with its position as a 
world crossroads. Nevertheless, the set­
back to democracy was real. This month's 
events are a second major setback. 

There is no one model for democ­
racy, and there is no one path all coun­
tries must follow to get there. Panama's 
solutions must be homegrown. But the 
resurgence of democracy in Latin 
America and throughout the world does 
more than inspire the many Panama­
nians now calling for their own 
democracy. It also establishes standards 
of freedom and tolerance that must be 
met if the outcome of a democratic tran­
sition is to earn the respect and support 
of democrats around the world. 

The calls for democracy in Panama 
have already prompted some curious 
reactions. Fidel Castro's press has 
rallied to support the Panamanian 
military leaders against the people of 
Panama. Last week, Nicaragua's Com­
andante Daniel Ortega even went 
himself to Panama to praise the "brave 
and decisive" actions taken to repress 
opposition. I imagine everyone here saw 
that photo of General Noriega in happy 
comradeship with his Sandinista visitors. 
Praise from the communist dictators of 
Cuba and Nicaragua is a telling sign that 



Panama needs international democratic 
support. 

The protests in Panama followed 
· allegations of wrongdoing leveled by the 

former second-ranking military officer 
shortly after he was forcibly retired. The 
officer charged widespread corruption 
and involvement by the Panama Defense 
Forces (PDF) in electoral fraud in 1984 
and in the 1985 murder of a prominent 
government opponent, Hugo Spadafora. 
These are not new accusations; but it is 
the first time they were made by a · 
member of the Panama Defense Forces. 

These charges touched a raw nerve. 
There were several days of demonstra­
tions in Panama's major cities. Opposi­
tion activities were spearheaded by a 
group called the Civic Crusade, a coali­
tion of business and civic groups, 
political parties, and the Catholic 
Church. At the height of the protest, the 
Civic Crusade called for the removal of 
the commander of the Panama Defense 
Forces; for immediate national elections; 
and for the military to get out of politics. 
The coalition urged nonviolent opposi­
tion to the government and called for a 
general strike; from the banging of the 
pots and pans to respecting that general 
strike, the people of Panama responded. 

,,. · Protests reached a peak by June 12; it 
was not until June 16 that the Civic 

· Crusade announced suspension of the 
general strike. 

· On June 11, in response to these 
· activities, the Panamanian Government 

; imposed a nationwide state of emergency 
which suspended many constitutional 
guarantees. There were violent inci-

, dents, and hundreds of persons were 
,: 'arrested, most of them for a few hours 

or overnight. To protest government 
censorship rules, major opposition 
newspapers-traditionally vocal, out-
. spoken, and irreverent in their criticism 
of the government-stopped printing. 
Until then, their ability to publish had 
helped keep Panama from being more 
widely perceived as a dictatorship. 

1" After several days of unrest, 
business activity returned to normal. But 
one fundamental thing has not returned 
to normal. The old complacency inside 
and outside Panama over the inevit-
able dominance of the Panama Defense 
Forces in the nation's politics is gone. As 

·Panama's Catholic archbishop described 
it, "This crisis really shook the country. 
If we simply close our eyes, we're going 
to have deeper and deeper rifts." 
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An extensive and previously under­
estimated political opposition has 
emerged, with the participation of the 
Catholic Church, a broad cross section of 
the business community and civic 
associations, and people from a wide 
economic and social spectrum. These 
newly active groups, together with the 
political parties already in opposition, 
will continue to press for democracy. 

These events occur in a mixed con­
text .. In recent years, many nations of 
Latin America have worked hard to 
escape the classic cycle of unstable alter­
nation between civilian governments 
that lack the authority to govern and 
military governments that lack the 
legitimacy to last. While Panama's 1984 
elections were its first direct elections 
for president in more than 16 years, the 
lack of sustained progress toward demo­
cratic rule has been a growing disap­
pointment. The 1984 elections succeeded 
only partially in moving the country 
away from military dominance. Many 
Panamanians believed they had been 
manipulated to favor the regime's 
preferred candidate, Nicolas Ardito 
Barletta, who was an honorable man and 
a capable economist but inexperienced in 
politics. In 1985, even this tenuous 
democratization suffered a strong set­
back when President Barletta was pres­
sured into resigning after reports that 
he intended to name an independent 
body to investigate the Spadafora mur­
der. He was succeeded by Eric Arturo 
Delvalle, the civilian vice president. 

Panama's human rights record has 
been a relatively even one. The 1985 
murder of regime opponent Hugo Spada­
fora-a crime which, to our regret, 
remains unsolved-still stands out as an 
aberration, not as part of an established 
trend. Similarly, the recent limits on 
press freedoms have been particularly 
disturbing because Panama has gener­
ally experienced substantial press 
freedom. This failing is especially disap­
pointing in a country which has such 
close historical ties with the United 
States. Let me state flatly that we view 
the recent press censorship in Panama 
as utterly indefensible. 

How can Panama move toward 
democracy? Panamanians alone can 
answer that question. But, as President 
Reagan has said, the United States can 
and must "foster the infrastructure of 
democracy-the system of a free press, _ 

unions, political parties, universities­
which allows a people to choose their 
own way, to develop their own culture, 
to reconcile their own differences 
through peaceful means." 

At this key moment in the history of 
Panama, we are making our views 
clear-in our private discussions with 
President Delvalle and General Noriega 
and in our public statements. Our start­
ing point is that freedom of expression 
and an end to press censorship are 
essential prerequisites if the people of 
Panama are to resolve their problems by 
democratic means. 

Freedom of expression is, in turn, a 
critical step toward democratic reforms 
that will lead to free, fair, untarnished 
elections in which all political parties 
may participate. The timing of elections 
is a matter for the people of Panama 
themselves to decide, and we are and 
will remain impartial in the struggle 
among the candidates in those elections. 
But we are not neutral on democracy, 
and Panama needs to hold free elections 
to satisfy its people's demand for 
democracy. 

We hope the lifting of the state of 
emergency and the end to censorship 
this morning will prove a step in this 
direction, and we congratulate the 
Government of Panama for this move. 

In Panama, as in other troubled 
countries, there is a need for broad 
dialogue to discuss the grievances of the 
opposition. The calls for public informa­
tion on the 1984 election and the 
Spadafora case are not irresponsible 
demands; they deserve a serious 
response. 

A political dialogue could lead to con­
sensus on holding of the next Panama­
nian elections. But the agreement to 
hold elections would only be the first 
step. A successful, fair election requires 
extensive civic education, registration of 
voters, and arrangements for election 
observers who can guarantee impartial 
counting of ballots. The hemisphere's 
move to democracy has accumulated 
much potentially helpful experience in 
these areas. The Conciencia group in 
Argentina is the most prominent exam­
ple of grassroots action to support the 
electoral process. The Costa Rica-based 
Inter-American Center for Electoral 
Assistance and Promotion has made 
major contributions as an adviser to 
Caribbean and Central and South 
American governments. 



In the long run, of course, democ­
racy in Panama will depend on more 
than just elections, even regular and 
competitive elections. It will require 
changes in the relationships between the 
military and civilians. Civic organiza­
tions in Panama, and, indeed, many in 
the United States, should remember that 
the Panama Defense Forces have pro­
vided unique services in those rural sec­
tions of Panama often ignored by the 
urban elites. Its contributions to national 
security and rural development make the 
PDF a vitally important part of the 
fabric of Panamanian society. For their 
part, military leaders must remove their 
institution from politics, end any appear­
ance of corruption, and modernize their 
forces to carry out their large and impor­
tant military tasks in defense of the 
canal. 

In this last endeavor, the Panama­
nian military can count on the support of 
the United States. Strict adherence to 
the canal treaties by both partners is a 
fundamental part of Panama's democra­
tic future. Deep military involvement in 
politics neither supports civilian rule nor 
helps Panama fulfill its role as defender 
of the canal. 

Over the years, the Panama Defense 
Forces have made substantial progress 
in these areas, and we are proud of the 
support provided to these ends by the 
United States. We look forward to the 
day when the Panamanian military has 
earned a new basis of respect-respect 
based on enhanced professional military 
capacity to guard national borders, 
defend the canal, and to cont' nue to 
fight drug traffic and maint. m public 
order; national respect based on the 
defense of a democracy which serves the 
hopes and aspirations of all of Panama's 
citizens. 

Other Transitions 
in Trouble 

Friendly countries other than Panama 
are also having their troubles in achiev­
ing the democratic transitions to which 
they are committed. 

In Haiti, General Namphy's calen­
dar for transition to democracy­
intended to bring about the inauguration 
next February of a freely elected presi­
dent after a generation of despotism­
has hit an obstacle. At issue is the rela­
tionship between the government and 
the provisional electoral commission 

created by the new constitution adopted 
with strong popular support just last 
March. The impasse, which we hope will 
be promptly resolved, could put at risk 
the many accomplishments of the transi­
tion to date. 

General N amphy' s government has 
made a commitment to a successful 
democratic transition. Haitian democrats 
have invested a year and a half of hard 
work to make it happen. The integrity of 
the provisional election commission is 
the best guarantee of a result that the 
Haitian people will respect. Haitians, not 
Americans, must decide upon the proper 
balance. Fortunately, the government, 
the election commission, the political 
parties, the churches, and other respon­
sible democratic bodies have all ex­
pressed a willingness to keep the process 
moving forward through dialogue and a 
spirit of common effort. 

The vast majority of Haitians want 
democracy. And they want successful, 
well-prepared elections. In these objec­
tives, they have the unqualified support 
of the United States. Of that, no one 
should have any doubt. 

The Haitian military did not seek, 
but has accepted, its responsibility to 
guide Haiti to free elections. To date it 
has fulfilled this responsibility admir­
ably, and we congratulate them for their 
efforts and General Namphy for leading 
these efforts. But some, including some 
within the military and some repre­
senting the deposed clique, seek to 
manipulate events in a way that would 
return Haiti to the feudal form of 
government that existed under its 
Duvalier presidents-for-life. Just as no 
one should doubt our support for 
dialogue and democracy, no one should 
doubt our willingness to terminate aid to 
any government that abandons, thwarts, 
or prevents this transition to democracy. 
Our assistance to Haiti will continue, and 
will continue to enjoy bipartisan support, 
only as long as Haiti remains on the 
democratic path. We will do all we can 
to assist this transition to democracy 
and all we can to defeat the scheming by 
Duvalierists, Macoutes, and their hench­
men to restore the old order. 

In Suriname, the Bouterse regime 
has once again promised to restore 
democracy and respect human rights 
under pressure from rising popular 
discontent and a deteriorating economic 
situation. 

We hope these promises are kept. 
However, the published constitution 
leaves open to the military more power 
and privilege than is consistent with the 
normal standards of democracy. The 
memory of the regime's cold-blooded 
murder of 15 prominent civic leaders in 
December 1982 inhibits the free expres­
sion of political views and a genuine 
debate of the future of the country. Most 
troubling today is the continuing brutal­
ity toward the Maroons or Bush people 
in Suriname's interior who are suspected 
of resisting the central government. 

There are some positive signs that 
bear watching. The Government of 
Suriname has advanced the timetable for 
general elections to November 1987 and 
has invited the OAS [Organizaiton of 
American States] to send observers to 
monitor the elections. We commend the 
Government of Suriname for these 
welcome moves. 

We hope these steps bear fruit. We 
especially hope that the elections to be 
held in Suriname in November will be 
free of intimidation. For this to be the 
case, human rights violations of all 
kinds, including those against ethnic or 
racial minorities, must cease. 

Our relationship with Suriname will 
depend on these two issues: democratiza­
tion and human rights. The choices that 
the Government of Suriname makes on 
these issues will determine whether we 
and they can move to the kind of 
friendly relationship both countries 
would prefer. 

In Paraguay, the give and take of 
democratic politics has been absent since 
Gen. Alfredo Stroessner took power in 
1954. In more recent years, however, 
the examples of Paraguay's neighbors 
have led to calls for political reform and 
a democratic opening. Now in his 
seventh term as President, Stroessner 
has announced his intention to seek an 
eighth term that would begin in 1988. 

We have been particularly critical of 
limits on freedom of the press and 
assembly. We have strongly protested 
the closing of Paraguay's independent 
newspaper, ABC Color, as well as 
restrictions or harassment of independ­
ent radio stations. We have urged the 
Paraguayan Government to create the 
conditions conducive to dialogue, free 
expression, and free association. At the 
same time, we have noted positive 
changes this year as some important 
exiles have returned to Paraguay, an 
independent labor confederation was 
allowed to hold a May Day rally, and the 
decades-old state of siege in Asuncion 
was allowed to expire. 
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We hope these developments are 
part of a trend and not isolated events. 
If they are a trend, the tensions which 
characterize our relations with Paraguay 
will begin to dissipate. We urge the 
Government of Paraguay to allow the 
people of that country to join in Latin 
America's democratic wave. Any other 
practice not only portends more tensions 
with the United States, but protests, 
divisions, and, ultimately, unrest in 
Paraguay itself. 

In Chile, since the armed forces 
deposed the Marxist government of 
Salvador Allende in 1973, President 
Pinochet and his military colleagues 
have made repeated promises to return 
the country to civilian, democratic rule. 
Fo~rteen years of military rule later, 
Chile's democratic future is still very 
much in doubt. 

Escalating polarization, armed con­
flict, severe repression, further interna­
tional isolation-all are likely if the 
Chilean people's democratic aspirations 
remain blocked indefinitely. The new 
democracies among Chile's neighbors 
are already grappling with critical 
national problems such as military­
civilian relations and achieving sus­
tainable economic growth. Instability 
next door can only sap energies best 
directed elsewhere. 

There is another dimension as well: 
Chile remains a special target for foreign 
Marxist-Leninists. The discovery last 
summer of massive quantities of ter­
rorist arms, which U.S. experts deter­
mined were smuggled into Chile with the 
help of Cuba, has removed all reasonable 
doubt. The communists' strategy is long 
term. Their secret arsenals were stored 
in a way that made clear their design for 
future use. Chile's communists and their 
foreign backers are betting that Chilean 
armed forces will not fulfill the promise 
to restore democracy, that President 
Pinochet will not step down when his 
current term ends in March 1989. They 
reason, and with some logic, that their 
strength and popular appeal will rise if 
the democratic opposition is unsuccessful 
in bringing about a transition through 
dialogue, as was sought by Chile's 
National Accord. 

The Pinochet government has put 
into place a framework for an institu­
tionalized transition to what it calls "a 
protected democracy." According to the 
controversial constitution adopted in 
1980, no later than March 1989 there is 
to be a plebiscite on a presidential can­
didate selected by the military junta, 
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which includes President Pinochet. If 
this candidate is not approved, open, 
competitive elections are to be held 
within a year. 

Many within Chile have urged a con­
stitutional change to replace this single­
candidate plebiscite with the type of 
free, competitive election used in 
democracies to elect leaders. Some have 
urged selection of a consensus figure to 
lead the country back to democracy. 
President Pinochet has not announced 
his candidacy, but officials of his govern­
ment have made clear that he is running. 

Chile is, thus, approaching a crucial 
turning point. It could go either way, 
toward democracy or toward protracted 
confrontation, toward a government 
based on a popular consensus or toward 
the chaos that would accompany a 
government whose legitimacy is broadly 
questioned at home and abroad. Whether 
election or plebiscite, some test at the 
polls is set to occur, perhaps as early as 
September 1988. 

What is clear now is that if the next 
Government of Chile is to have the 
legitimacy necessary to move the coun­
try to full democracy, it is essential that 
the electoral and political process in 
Chile be fair, honest, and transparent. 
The public must have access to views of 
peaceful political opponents of the 
Pinochet government through all means 
of communication, including television. 
As the Chilean Catholic Church recently 
made clear, the voter registration pro­
cess, which has begun but is proceeding 
very slowly, needs the active support of 
all Chileans to ensure broad participation 
in the critical choice Chileans will face. 

What can we do to help? Recognizing 
that our leverage is limited-we provide 
no military and no developmental aid to 
Chile-we can still do a great deal to pro­
vide encouragement to those working 
for democracy. Although we are barred 
by Congress from providing training, we 
can try to enhance contacts with the 
Chilean Armed Forces, who have the 
key role in a democratic transition. The 
Chilean military has a long and proud 
history of professionalism, which many 
would like to revive. We can continue to 
make clear, as we have, that the United 
States supports democracy and human 
rights in Chile. To be most effective, we 
need to tailor our actions to individual 
circumstances-and not to undercut 
those in Chile who are working toward a 
democratic outcome. This means endors­
ing and publicly supporting steps by the 

democratic opposition toward flexible 
and pragmatic positions-as in the 
National Accord. It also means speaking 
out against the violent communists and 
urging the government to agree to 
political dialogue and to curb human 
rights abuses, especially by prosecuting 
those responsible for human rights viola­
tions. We can translate these concerns 
into action, as we did by sponsoring and 
joining consensus on fair human rights 
resolutions on Chile in the UN Human 
Rights Commission in 1986 and 1987 and 
by continuing to withhold our support of 
international development bank lending 
to Chile. 

Our goals are clear: it is -our policy 
to support a transition to a fully 
functioning democracy in Chile as soon 
as possible. 

A New Role for the Military 

Since 1979, dictatorships or military 
regimes have been replaced by 
democratically elected governments in 
Ecuador, Peru, Bolivia, Argentina, 
Brazil, and Uruguay in South America 
and in El Salvador, Grenada, Guatemala, 
and Honduras in the Caribbean Basin. 

Without exception, the democratic 
leaders of these countries have enjoyed 
our support. They have had it at critical 
moments when they came under fire 
from the guerrillas of the communist 
left. They have had it at critical 
moments when the death squads of the 
right moved against civilian politicians. 
And they have had it at critical moments 
when some in their countries' own 
military establishments made the 
mistake of believing that order was 
possible without democracy or that the 
United States would countenance coups. 

In all of the successful transitions to 
democracy, military leaders and institu­
tions have made important contribu­
tions. In Brazil and in Uruguay, in El 
Salvador and in Guatemala, the military 
has played a leading role in seeking a 
new democratic relationship with civilian 
institutions. 

In all of the countries I have dis­
cussed today, the military has a large 
role to play and a special choice to make. 
Their decision is of historic importance 
for their own institutions and for their 
countries. 

They can decide to follow one kind of 
advice-the advice to "maintain order" 
or to "keep a strong hand" -by remain­
ing in power or by designating a civilian 
government of their choice. In this case, 
as protectors of their own narrow inter­
ests and of one political faction, they 
would be not the guarantors of but the 
roadblock to national development. 
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This path is well traveled in Latin 
American history, and it has sometimes 
provided stability in the short run. 
Under today's circumstances, however, 
it cannot end internal pressures for 
democracy, and it certainly cannot be 
the basis of support from this 
hemisphere's democracies, including the 
United States. 

The other decision the military can 
make is in favor of a true democratic 
opening. Because election results are 
unpredictable, this choice may appear to 
entail some risks. But this is short­
sighted-free, regular, and open political 
competition is an essential asset in their 
nation's quest for security and develop­
ment. A military establishment that 
leads the way to such a solution will be a 
truly national institution, protecting the 
nation as a wh0le in its exercise of 
political freedom. This is the best 

guarantor of long-term stability; it will 
earn the military the respect of its 
citizens and the support of the United 
States. 

The civilian and military leaders of 
Panama, Haiti, Suriname, Paraguay, and 
Chile who are seeking democracy have 
our support. They have that support not 
because we seek to intervene in internal 
politics or because we are playing 
favorites. Quite the contrary-respect 
for human rights and for democratic pro­
cedures is the best guarantee of 
nonintervention and self-determination 
in the face of abuse and aggression from 
the communist world and the far left as 
well as the far right. And it is the only 
path to smooth, respectful, productive 
relations with the United States. 

In the words of the National Bipar­
tisan Commission on Central America, 
recent events have "destroyed the argu­
ment of the old dictators that a strong 
hand is essential to avoid anarchy and 
communism, and that order and prog­
ress can only be achieved through 
authoritarianism." 

Those who believe the United States 
will countenance disruption of the move­
ment toward democracy, who believe we 
will accept self-appointed spokesmen for 
"order" against popular cries for 
democracy, misread both the Congress 
and the Administration. In this matter 
there is no partisanship, there are no 
divisions between legislative and execu­
tive; here, truly, politics stops at the 
waters' edge. ■ 

Published by the United States Department 
of State • Bureau of Public Affairs 
Office of Public Communication • Editorial 
Division• Washington, D.C. • July 1987 
Editor: Cynthia Saboe • This material is in 
the public domain and may be reproduced 
without permission; citation of this source is 
appreciated. 
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Current 
Policy 
No. 976 

Following is an address by Kenneth N. 
Skoug, Jr., Director, Office of Cuban 
Affairs, at the University of Minnesota, 
Minneapolis, Minnesota, May 27, 1987. 

Thirty years ago, two remarkable revolu­
tionary figures were struggling for exist­
ence in the Caribbean region. It was an 
era when the democratic ideals of the 
wartime and postwar period were chal­
lenging military dictators and oligarchi­
cal, tradition-based societies. 

One of these individuals, Romulo 
Betancourt, was eluding the grasp of the 
Perez Jimenez dictatorship in Venezuela, 
a state which had known the rule of 
strongmen throughout most of its cen­
tury and one-half of its existence. On 
January 23, 1958, with the help of pro­
gressive military officers, the regime in 
Caracas was overthrown and parliamen­
tary democracy rapidly introduced. 
Betancourt was elected president, 
served a 5-year term, and then per­
manently left office, living modestly 

"We are in crisis, a growing 
crisis." 

Fidel Castro to the Ministry of 
Basic Industry, Havana TV, 
January 31, 1987 

thereafter as a leader of the social 
democratic political party and as a sym­
bol of limited, constitutional government 
until his death in 1981. His legacy has 
been six free elections, four peaceful 
transitions of the party in power, a 
military subordinate to civilian authority, 
an independent judiciary, freedom of the 
press and assembly, human rights, and 
the rule of law. 

Kenneth N. Skoug, Jr. 

Cuba's Growing Crisis 

United States Department of State 
Bureau of Public Affairs 
Washington," D.C. 

Betancourt's spirit lives on in Latin 
America today. Brazil's President 
Sarney told the UN General Assembly in 
September 1985 that Latin America's 
extraordinary effort to create a 
democratic order is the most stunning 
and moving political fact of recent years. 
There is, in fact, a trend running in that 
direction. It stems from that legacy of 
the democratic pathbreakers of the 
1950s and 1960s, like Betancourt, who 
demonstrated that freedom and self­
government flourish after all on Latin 
American soil. The trend is notable in 
South America, Central America, and 
the Caribbean. It enjoys our enthusiastic 
support, even though we may and do 
strongly disagree with some of the views 
and policies of democratically elected 
leaders in Latin America, just as we 
must elsewhere. 

The future of Latin America is today 
at the crossroads, pulling away from the 
past but not yet certain of the future. If 
the model of the future is Venezuela or 
the traditionally democratic Costa Rica, 
we will all be well served. Democratic 
societies tend to make good neighbors. 

The Power of the Gun 

The other chief revolutionary figure in 
the Caribbean 30 years ago was Fidel 
Castro in Cuba. Like Venezuela, Cuba 
then enjoyed a comparatively high 
economic and social level, akin to Argen­
tina and Uruguay and well above that of 
the other states of the Caribbean or Cen­
tral America. Its only experiment with 
political democracy had ended badly in 

1952 with a military coup led by Fulgen­
cio Batista, a military leader who, 
ironically, once had been the victor in 
democratic elections and had peacefully 
left office. Regrettably for the future 
course of history, Batista did not leave 
peacefully or permit free elections the 
second time around. He fled only when 
his authority vanished, leaving behind a 
political vacuum in Cuba. Almost all 
Cubans cheered his departure. Few 
Cubans and even fewer foreigners knew 
what was coming. The U.S. Government, 
which had embargoed military assistance 
to the Batista government early in 1958, 
also knew too little for too long. It saw 
no communist threat in Fidel Castro. 

On January 1, 1959, Cuba lay at the 
feet of the revolutionary liberator whose 
own hallmark had been violence but who 

"The combative potential of our 
people, among men and women, 
comprises nearly six million citi­
zens. . . . We will never forget our 
origins when with only seven rifles 
we renewed a war against 80,000 ,, men .... 

Fidel Castro, Santiago, Cuba, 
July 26, 1983 

had pledged to restore democracy. He 
himself was still at the other end of the 
long island, in Santiago, where, pro­
phetically, he told a crowd that night 
that they would not lack weapons, that 
there would be plenty of weapons, 
although he did not explain for what pur­
pose the weapons would be needed_. Pro­
phetically, too, he told the women m the 



crowd that they would make fine 
soldiers. They did not know, nor did his 
countrymen know, that 6 months earlier 
he had pledged to lead a longer, larger 
war against the United States, a war 
which he said would be his "true 
destiny." This was not hyperbole. It 
offers a key insight into the subsequent 
development of Cuba and U.S.-Cuban 
relations. 

Since January 1, 1959, Fidel Castro 
has been the only leader Cuba has 
known, making his the third longest 
reign in Latin American history. There 
have, indeed, been plenty of weapons, 
weapons which self-styled Cuban "inter­
nationalists" have since carried to other 
countries and to other continents. If 
Venezuela is a model of sorts for the 
remainder of Latin America, Cuba has 
also been a model of another kind. The 
differences between the two models are 
multiple and fundamental. One of the 
most significant differences is the fact 
that Cuba has consistently engaged in 
stimulation and support of armed revolu­
tion aimed at the creation of like-minded 
societies. When opportunities have 
presented themselves, Cuba has moved 
swiftly to take advantage of them for 
both ideological and strategic purposes. 

It was Mao Zedong, not Fidel 
Castro, who first observed that all power 
grows out of the barrel of a gun. 
Actually, this is, no doubt, a very old 
idea. But Castro has been a case study of 
the application of the thesis in practice. 
He was and is, first and foremost, a 
caudillo, a classic man on horseback, 
even if his military campaigns were 
Fabian in nature. Whatever support he 
may have enjoyed or may now enjoy in 
Cuba-and he is a charismatic leader, 
highly effective one on one or with 
multitudes-he has never put his legiti­
macy as ruler of Cuba to any other test 
than that of the gun. The way he himself 
described it in an inverview with the 
Spanish news agency EFE on Febru-
ary 13, 1985, was as follows: 

The secret of remaining in power is not 
to be found in constitutional mechanisms or 
electoral systems. . . . It is a matter of 
holding on to the support of the people, and if 
you have that, you can retain power without 
any mechanism. 

Stalin, Franco, Porfirio Diaz, and 
Stroessner could have said the same. It 
is a theory for rationalizing any form of 
rule. 

Once all the guns were silent in 
Cuba, except those of Mr. Castro's 
armed forces, it was a case of endorse 
his revolution or enjoy no rights at all. In 
a celebrated speech in June 1961, in the 
National Library of Havana, he declared: 
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Within the revolution, everything; 
against the revolution, nothing .... It is a 
fundamental principle of the revolution. 
Counterrevolutionaries, that is to say, 
enemies of the revolution, have no rights 
against the revolution because the revolution 
has a right: the right to exist, the right to 
develop and the right to be victorious. 

The everything possible within the 
revolution has remained a figure of 
speech. There has been no free press, no 
free speech, no right of association, and, 
obviously, no free elections. But the 
other side of the coin was already only 
too apparent. 

In Venezuela, Romulo Betancourt 
was building the rule of law. In Cuba, 
Fidel Castro ruled without restraint. 

"Internationalism" and Force 

Fidel Castro also asserted his right, later 
defined in Article 12(c) of the Cuban 
Constitution as the right and duty of the 
Cuban people, to support revolution in 
other countries. Given this premise, it is 
no surprise that Betancourt's Venezuela 
was an early target of revolutionary 
Cuba's efforts to depose by military 
force neighboring governments, whether 
ruled by military men or elected officials. 
Like Trotsky in revolutionary Petrograd, 
he tended to see Cuba surrounded by 
enemies to be deposed by force. Castro 
failed in Venezuela, as he did elsewhere 
with similar attempts in the 1960s to 
create a revolution on the model of his 
own conquest of power. But he did not 
abandon his goals. Castro has shaped his 
extraterritorial objectives into a foreign 
policy imperative. Alongside the com­
plete transformation of Cuba itself, the 
Castro regime has always looked abroad 
for its fulfillment. Despite its lamenta­
tions of U.S. hostility, it has never been 

"Internationalism is a willingness 
to leave your children, relatives 
and loved ones to fulfill a mission 
anywhere. " 

Fidel Castro to the Fifth Congress 
of the Communist Youth Union, 
April 6, 1987 

under any serious challenge from 
abroad. On the other hand, through its 
survival as a militant revolutionary 
entity-training, arming, advising, and 
abetting revolutionaries from and in 
other countries with material Soviet 
support-Cuba has become a regional 
power challenging the future of Latin 
America as a democratic order. 

Under Fidel Castro, Cuba-a small 
nation of 10 million persons with no 
history of international prominence, 
except as an object of contention, but 

with a skilled and highly trained cadre­
has become a powerful actor on the 
international stage, with a demonstrated 
capability of projecting military power 
within the hemisphere and beyond. 

Under Castro, Cuba has practiced 
the sovereign alchemy of being both the 
foremost power among the so-called 
nonaligned while, at the same time, 
being more closely aligned with the 
Soviet Union, militarily and strate­
gically, than most members of the War­
saw Pact, providing services to the 
Soviet Union that its East European 
neighbors neither could nor would offer, 
and receiving a massive annual economy 
subsidy of well over $4 billion that 
Moscow provides to no one else. At the 
same time, Cuba has dominated the 
Nonaligned Movement, as evidenced 
anew by its most recent meetings in 
Zimbabwe and Guyana, where Cuba's 
cadre provided the whole administrative 
network for the conference, frustrating 
efforts by truly nonaligned states to 
inhibit the anti-American nature of the 
exercise. 

Cuba has long since become the 
Mecca for Latin American revolution­
aries-a status which, however, might be 
increasingly challenged by Nicaragua, to 
which it has provided training, arms, 
advice, and support in conjunction with 
the Soviet Union. In turn, the revolu­
tionaries regard Cuba as the blueprint 
for their own projected future. 

At the same time, Cuba has asserted 
with increasing force a seemingly incom­
patible desire to be the leader of a Latin 
American bloc aimed at the United 
States. Without ceasing to maintain 
close and, as the cliche goes, fraternal 
ties with those seeking to replicate the 
Cuban internal system in other coun­
tries, Havana's envoys now cultivate 
influence with the newly democratic 
states of Latin America which Cuba 
formerly regarded as a ring of enemies. 
The Cubans have been successful, at 
times, in playing upon the fears of 
democratic leaders in Latin America, 
who hope that by establishing diplomatic 
relations with Cuba, they can confound 
their own domestic left and dissuade 
Cuba from stimulating or abetting 
violence in their own societies. Some 
may believe they can obtain more atten­
tion to their economic or social problems 
from the United States if they open the 
door to Cuba. 

Paradoxically, Cuba has claimed to 
welcome trends toward greater 
democracy in Latin America, even 
though history has demonstrated that 
revolution from the left has succeeded 
more often against military dictators 
than against democracies. Yet in Cuba 
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itself, even the effort to form legally 
another political movement has been a 
proven ticket to prison. 

Cuba has long enjoyed flaying others 
for real or imaginary violations of human 
rights, but it has never permitted any 
bona fide outside scrutiny of its own 
practices, which have become known 
instead through the testimony of those 
victims who have survived Cuban 
prisons and found their way from Cuba's 
shores. For an unconscionably long 
period of time, those Cuban practices 
were ignored by a world more impressed 
by the Castro mystique than it was inter­
ested in probing the reality. The situa­
tion at last appears to be changing. 

Cuba under the Castro regime has 
become one of the chief propagandizing 
nations of the world. Havana broadcasts 
245 hours weekly to Latin America, 
often with highly unflattering and not 
seldom provocative references to the 
governments of those states as well as 
favorable commentary from and about 
revolutionaries in those countries. It 
broadcasts 200 hours weekly to North 
America, primarily in Spanish. A main 
target is Puerto Rico, which Cuba has 
never forgiven for its choice of associa­
tion with the United States. But Cuba 
reacted to the startup of U.S. broad­
casting tailored to Cuba as if such broad­
casting represented a gross violation of a 
supposed right to monopolize what the 
people of Cuba should see or hear about 
events affecting their lives. This event 
led Cuba, 2 years ago, to suspend a prop­
erly functioning bilateral agreement on 
migration that it had signed only 5 
months before. The entire migration 
agreement had been negotiated well 
after the United States had acted to 
establish a Cuba service in the Voice of 
America. This service, called "Radio 
Marti," has met the test Congress set 
for it to broadcast objective news, com­
mentary, and other information to the 
people of Cuba to promote the cause of 
freedom there. 

The Road to Rectification 

At the core of the Cuban model stands 
the assertion that it offers a superior 
system of economic development, one 
that should be imitated by other coun­
tries. It is sometimes argued on behalf of 
the Cuban revolution that the almost 
total deprivation of freedom for more 
than a quarter-century is justified by the 
economic and social progress that has 
allegedly occurred. The egalitarian 
nature, at least in appearance, of Cuban 
society is cited along with gains made in 
reducing differences in economic and 
social standards between urban and 
rural areas, between whites and blacks. 

Leaving aside the nonmonetary per­
quisites of the governing elite, such as 
access to automobiles, superior housing, 
and special goods, Cuba does contrast 
with much of Latin America in this 
respect. 

However, the economic price of 
Cuban policy has been a stagnation 
rendered tolerable only by the 
remarkable willingness of Moscow to pay 
the cost. Cuba was a prosperous and 
relatively advanced society in 1959, with 
economic and social statistics that com­
pared with the best in Latin America. 
Aside from its social vices and the 
unequal distribution of income, the 
economic shortcomings of pre-Castro 
Cuba were monoculture and dependence 
on trade with one country. The advan­
tages were that the product it exported 
was wanted on the market and paid for 
in dollars. The Cuban revolution today is 
very far from having successfully trans­
formed Cuba's economy. It has achieved 
a certain uniformity of consumption by 
the maintenance of a system of rationing 
that has largely disappeared elsewhere 
in the communist world. It has concen­
trated on producing teachers and doc­
tors well in excess of Cuba's own needs. 

"This country, which was the last 
one to liberate itself, experienced 
over four centuries of direct coloni­
alism, of corruption. After that, it 
existed for almost 60 years under 
the corrupt republic. We have had 
four and one-half centuries of cor­
ruption. That was the only thing 
they learned. They learned to 
cheat, steal, sell things, and to 
steal from here and there. It is 
somewhat in the people's blood. 
We are not disciplined .... " 

Fidel Castro to the Third Con­
gress of the Committees for the 
Defense of the Revolution, 
September 26, 1986 

Castro recently conceded Cuba has 
10,000 teachers too many, but it has 
fallen behind many other Latin 
American states in growth and income. 

Cuba has remained a society of 
monoculture in a world where declining 
relative demand for that product and the 

· spread of alternative suppliers has made 
sugar less valuable than production 
costs, were it not for the massive sub­
sidy price paid by the U.S.S.R. What is 
more, Cuba, by its own choice, has been 
drawn ever deeper into the Soviet-led 
communist trading system. Cuba, which 
as recently as 12 years ago still had 40% 
of its trade with the West, is now unable 

even to pay the interest on its debt to 
Western suppliers, and only 10% of its 
trade is with the West. An investment 
journal late last year ranked Cuba 17th 
in the hemisphere as a credit risk. There 
is, thus, a growing reluctance by 
Western countries to loan to a govern­
ment which is insisting Western trade 
partners loan it new money but which is 
now distinguished by having an unpay­
able debt to both East and West. 

The Soviets, too, seem to assess 
Cuba's prospects pessimistically, judging 
by one Soviet scholar who ranked Cuba, 
1 year ago, 20 on a scale where the 
Soviet Union would be 100 and East 
Germany 140. Even Mongolia ranked 
higher than Cuba in this assessment. 

Almost all basic commodities are 
rationed in Cuba-even sugar, even beer. 
Cuba has received sharp criticism from 
the Soviet Union for its failure to meet 
trade commitments to satisfy the Cuban 
consumer. That Cuba is suffering from 
serious economic and social problems is 
also clear from the words of Fidel Castro 
himself. He has frequently warned that 
future generations will suffer privation 
in Cuba. His so-called rectification cam­
paign launched in February 1986-the 
conclusion of the Third Congress of the 
Communist Party of Cuba-has con­
demned economic conditions in Cuba. 
Unlike reform efforts in other com­
munist countries, however, the Cuban 
leadership has stressed ideological 
revival. Castro has lambasted the waste, 
greed, and corruption he claims to see 
around him. Having found "vipers" in 
such limited institutions as the farmers' 
market and housing market, Castro 
abolished them and reestablished revolu­
tionary enthusiasm and shame for 
alleged wrongdoers as the two poles for 
revitalizing Cuban society. "When it is 
decided to give up, abandon and scorn 
voluntary work, how can you ever make 
a communist out of this man?" he asked 
rhetorically. "When you corrupt a man 
and keep him thinking about salaries and 
money, how can you expect that this 
man will perform the greatest task of 
solidarity, which is internationalism?" 

In the 29th year of the Castro era, 
Cuba features billboards proclaiming 
"With Fidel to the Year 2000." There is 
no good reason to doubt that the new 
century will see him at the helm in 
Havana, but there is also no reason to 
believe that the next 12 years will 
achieve for Cuba what the first 29 have 
not. Recently, a slogan appeared, 
quoting Castro: "Now let us really begin 
building socialism." The slogan quickly 
disappeared. Perhaps too many Cubans 
had inquired under what system they 
had spent the greater part of their lives. 
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Twenty-nine years into the age of 
Castro, the leader's place in history and 
his control over Cuba are firm, indeed, 
but he does not rule over a happy society 
or a just one. 

The Closest of Thorns 

It is no revelation to say that Cuba, over 
the entire period of the Castro regime, 
has been a serious foreign policy prob­
lem for the United States. The introduc­
tion of a harsh dictatorial regime, always 
passionately and often provocatively 
hostile to the United States (even Cuba's 
diplomatic notes speak of "hatred" for 
the U.S. Government and its represen­
tatives), only 90 miles from our shores, 
came as a shock to the American people. 
Cuba still enjoys the lowest assessment 
of Americans in public opinion polls, an 
assessment that, judging by recent 
sampling, seems to be shared in other 
countries on the Caribbean littoral. 

The causes for Cuba's unpopularity 
include the fact that Havana allied itself 
eagerly and wholeheartedly to the chief 
threat to the national security of the 
United States; that is has sought to 
undermine and, if possible, overthrow 
other governments in the hemisphere; 
that it has endeavored increasingly and 
at considerable cost to its own status to 
rally Third World countries against the 
United States and toward the Soviet 
Union; that it has tried to organize Latin 
America against the United States; and 
that it has imposed a regime on the 
Cuban people that has driven over 1 
million Cubans to flee the country­
frequently at the risk of their life and 
heavy punishment, if unsuccessful­
while countless thousands of others have 
suffered the tragic fate the regime 
accords to those who are outside the 

''Today we are a sort of moral 
vengeance of the oppressed of this 
world." 

Fidel Castro to the Fifth Congress 
of the Communist Youth Union, 
April 6, 1987 

revolution and have no rights at all. 
Incidently, it is curious in light of the 
indignation which Cubans allegedly feel 
toward the United States-at least if 
Cuban propaganda is to be believed­
that almost every Cuban leaving that 
country wishes to make his or her home 
in the United States. 

As little as the United States likes 
the internal order in Cuba-and I intend 
to mention a few representative cases 
which illustrate the nature of that inter­
nal order-it is Cuba's unfriendly con­
duct in international affairs that lies at 
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the heart of our differences. Cuba enjoys 
massive Soviet assistance-almost $5 
billion annually, counting military 
deliveries-because a hostile Cuba on our 
doorstep has been deemed by Moscow to 
serve its strategic interests. The U.S.S.R. 
gives this for strategic interests-no 
ones else receives the same high level of 
Soviet aid. Cuba's self-appointed role is 
to be a thorn in the side of the United 
States, a safe haven for Soviet recon­
naissance and intelligence activities 
directed against the United States, a 
linchpin between Latin American revolu­
tionaries and Soviet power, and a close 
ally for Soviet policy in Africa. 

But Cuba, which freely chose its 
association with Moscow and is now 
increasingly tied to the Soviet-East Euro­
pean economic order, is more a junior 
partner than a satellite in this symbiotic 
relationship. Although there was a time 
in the 1960s when the Soviets opposed 
Cuba's foreign policy adventurism, 
Cuba's effective use of force in Africa 
since the mid-1970s and its successful 
promotion of Cuban-style revolution in 
Central America since the late 1970s 
have resulted in a fundamental change: 
the Soviet Union has been ready to give 
strong material and moral support to 
Cuban conduct in international affairs. 

The Cuban-Soviet relationship is not 
trouble free. For their part, the Soviets 
need to worry lest the combative 
approach of Havana draw them into a 
conflict not of their choosing. Moreover, 
while the Cubans have paid obligatory lip 
service to some of Gorbachev's foreign 
policy initiatives, there are indications 
that when KGB Chief Chebrikov 
recently visited Havana to discuss Gor­
bachev' s policies, he found a suspicious 
and unpersuaded Cuban leadership. The 
Soviets do not relish wasting their 
money and have tried to encourage 
greater productivity in Cuba, but 
Castro's rectification campaign, which 
seems to be the very antithesis of the 
material incentives long the vogue in 
Eastern Europe and subsequently 
endorsed by Moscow, may strike the 
Russians as singularly unlikely to 
achieve its objectives. 

For Cuba, Soviet guarantees can 
never be sufficiently strong. The lesson 
of Grenada, where the U.S.S.R. reacted 
mildly to developments that stunned 
Havana, still rankles in Cuba. Nor is 
Soviet advice invariably welcome. 
Castro's celebrated refusal to attend the 
funeral of Konstantin Chernenko seems 
to have been a sign of the Cuban leader's 
pique, even though he stoutly denied it 
in his 1985 interview with Dan Rather, 
insisting that he was too busy. The only 
pale reflection of Gorbachev's glasnost in 

Cuba today is the incitement of the 
Cuban media to expose wrongdoers, 
relentlessly. Castro told the Cuban Jour­
nalists Congress last October: 

We have to criticize strongly all those ... 
who are responsible for this .. . . We have to 
criticize the workers and the groups and we 
have to call people by their names. No one 
can imagine the strength of shame. 

Yet, in the final analysis, the Soviet­
Cuban relationship is vital and highly 
advantageous to both parties. Castro 
could not be Castro if it were not for 
Soviet backing. While the Russians may 
sometimes bridle at his displays of inde­
pendence, they are much too shrewd to 
think of jeopardizing such an asset. 
What the Soviets would like would be 
more Western financial and trade 
assistance to the Cubans, thereby reduc­
ing the economic burden on the U.S.S.R. 
without affecting the close and parallel 
world view which Moscow shares with 
Havana. The largest Cuban export for 
convertible currency is no longer Cuban 
sugar but Soviet oil; Cuba needs these 
dollars to buy from the West. But this oil 
could otherwise earn the U.S.S.R. badly 
needed dollars for its own purposes. 

Cuba's African War 

"I think it is forgotten that we had 
links with the MPLA [Popular 
Movement for the Liberation of 
Angola] since they started their 
war of independence, for almost 
twenty years. " 

Fidel Castro, interview with 
the Washington Post, 
January 29-30, 1985 

Cuba has pursued, at least since 1975, 
the foreign policy role of a major 
military power. It maintains 300,000 
men and women in active or ready 
reserve status, the largest army in Latin 
America and the one with by far the 
most combat experience, almost all 
gathered far from home in the pursuit of 
"internationalism." In addition, there is 
a militia of more than 1 million, ready to 
fight a "war of all the people" in case 
the regulars and reservists are insuffi­
cient to defend Cuba. Cuba's schools, 
factories, and apartment buildings prom­
inently display the sign "No one sur­
renders here." Cuba's forces overseas 
have the same orders. The fact that a 
number of Cubans surrendered on 
Grenada and lived to tell about it is the 
apparent cause for this slogan. Cubans 
are supposed to return from interna­
tionalist missions either victorious or not 
at all. 



Cuba's biggest unfinished war 
showcase is Angola, where the Cubans 
remain engaged in a civil war 12 years 
after they went in to make sure the fac­
tion favored by them and the Soviets 
secured total control. Forty thousand 
Cuban soldiers are present, some 
performing combat roles as tankmen and 
helicopter gunship pilots. Whereas the 
United States has sought by diplomatic 
means to bring about Cuban withdrawal 
from Angola to promote internal recon­
ciliation in that country as well as to get 
South Africa out of Namibia, the Cuban 
leadership appears to desire to stay 
indefinitely. Without even consulting the 
Angolan faction which Cuba supports, 
Fidel Castro announced on September 2, 
1986, at the Nonaligned Movement sum­
mit in Harare, Zimbabwe, his decision 
"to maintain the troops in Angola so 
long as apartheid exists in South 
Africa." Thus, instead of putting to the 
test South Africa's pledge to leave 
Namibia as soon as the Cubans leave 
Angola, Castro has devised a new test to 
postpone indefinitely their departure. 

Although it will not divulge the 
numbers, Cuba has suffered substantial 
loss of life in Angola. Resistance to this 
war may be growing in Cuba, where the 
realization that returning interna­
tionalists may bring disease in their 
wake is an additional cause of concern. 
On the other hand, Cuba derives hard 
currency from Angolan oil revenues, so 
the war represents little if any financial 
sacrifice by Cuba; nor would Castro 
relish the prospect of 40,000 soldiers 
joining the ranks of the underemployed 
in Cuba itself. 

Destroyer and Unifier 

In Latin America, Cuba follows a two­
track policy, cultivating diplomatic rela­
tions in some cases and supporting 
armed revolution as Havana sees fit. 
Ironically, Cuba's own domestic dif­
ficulties have coincided with establish­
ment of diplomatic relations with several 
South American countries, a result due 
more to the reestablishment of 
democracy in the latter than anything 
done by Cuba. At the same time as it 
establishes embassies in Montevideo and 
Brasilia-embassies bustling with Cuban 
visitors-however, Havana actively sup­
ports armed revolutionaries in Chile, 
where the discovery of massive arms 
caches along the Chilean coast illustrates 
the versatility of the Cuban fishing fleet 
in the southeast Pacific. 

Cuba's attitude toward the two 
major Spanish-speaking countries on the 
Caribbean littoral, Colombia and 
Venezuela, is less clearly defined. Cuba 
has normal diplomatic relations with 

neither and has a long history of 
vigorous support to Colombian revolu­
tionaries. The existence of diplomatic 
relations with other Andean countries 
has not deterred Havana from maintain­
ing close ties with armed revolutionaries 
in Ecuador and Peru, whereas Cuba's 
approach to Bolivia is particularly 
ambivalent, seeking to upgrade dip­
lomatic relations but highly critical of 
the Bolivian Government. 

It is Central America, however, 
where Cuba currently sees its greatest 
opportunities, thanks to the successful 
monopolization of power in Managua by 
armed revolutionaries organized on the 
Cuban model. Fidel Castro, whose sup­
port to the Sandinista factions was nodal 
to their achieving success in the fight to 
take power, has described the policies 
being followed by Ortega and the coman­
dantes as "perfect" and as ideal for 
other revolutionaries in the hemisphere. 
Cuba has been a training ground for 
revolutionaries in El Salvador, 
Guatemala, and Honduras, where the 
presence of elected governments has not 
affected the Cuban outlook. Havana gave 
a careful look at all the recently elected 
heads of state in Costa Rica, Honduras, 
and Guatemala to see if they might be 

"The future does not belong to 
Europe, it belongs to Latin 
America.,, 

Fidel Castro to Ricardo Utrilla 
and Marisol Marin of EFE, 
February 13, 1985 

helpful in promoting Cuba's prime objec­
tive in the region-the consolidation of 
the Nicaraguan regime-but it now 
appears to have decided that they failed 
Cuba's test. Cuba has provided consist­
ent support to the Salvadoran guerrillas 
with a minimum objective of maintaining 
them as an armed opposition until the 
day when seizure of full power will be 
more feasible than at present. 

In the Caribbean, where Cuba lost a 
particularly promising friend in the 
Bishop regime in late 1983, the Cubans 
have chosen to work quietly through 
sports and cultural contacts, trying to 
mend battered fences. Havana is par­
ticularly active in the Spanish-speaking 
islands: the Dominican Republic, which 
Cuba is carefully wooing, and Puerto 
Rico, where Cuba deals with a minuscule 
minority of independentistas as if they 
were the oppressed majority. · 

The Bilateral Agenda 

"Communism will require a com­
munist conscience or there will be 
no communism, only societies of 
beasts like those we see in the 
United States and elsewhere. ,, 

Fidel Castro to the Congress of the 
Union of Cuban Journalists, 
October 26, 1986 

The principal U.S. response to Cuba 
remains to try to keep Havana's options 
limited and to support friendly govern­
ments economically, politically, and 
militarily. While it is argued that Cuban 
hostility has not been touched by this 
policy, there has never been an iota of 
evidence that U.S. concessions would 
have altered Cuba's world view. Fidel 
Castro, in explaining why Cuba needs to 
devote so much of its energy to military 
purposes, has stated that even a Marxist­
Leninist United States would pose a 
threat to Cuba and require Cuba to 
maintain the massive armed forces it has 
had for the past three decades. This is, 
perhaps, the clearest indication that 
Castro's sense of his own destiny has not 
changed since 1958 and that he still 
needs the United States as a necessary 
enemy and the Soviet Union as a utili­
tarian friend. After January 1, 1959, we 
could have had a different Cuba only by 
the direct application of armed force 
against the island, a policy which every 
U.S. Administration has resisted. 

On the other hand, Cuba's propen­
sity to use force in the pursuit of its own 
foreign policy objectives has been 
greatest when the United States has 
been distracted by other problems, such 
as a Berlin crisis or Vietnam, or when 
our capacity for presidential action has 
been weakened by domestic events such 
as Watergate. Firm and consistent U.S. 
policy has given Cuba pause, whereas 
vacillation and uncertainty have been 
exploited. The administration in Cuba 
never changes. Hence, the next adminis­
tration in Washington will face the same 
reality when it assesses Cuba's role in 
the region as a formidable military 
power aligned with the Soviet Union and 
actively promoting objectives hostile to 
our own interests. 

There is also a smaller agenda with 
Cuba, which we share as neighbors. The 
United States has been ready to deal 
with these because it has believed there 
are better prospects for success than on 
those issues where Cuba's sense of 
revolutionary mission is so prominent. In 
the past 5 years, on U.S. initiative, we 
have sought solutions to migration and 
refugee issues and to radio broadcasting 
interference. On the other hand, Cuba, 
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with one partial exception, has been 
unresponsive to our initiatives. Only in 
the case of migration were we able to 
induce Havana to sign an agreement, 
one which committed the Cubans to take 
back 2,746 common criminals and men­
tally ill persons whom the Castro regime 
sent to our shores in 1980, mixed in with 
125,000 persons fleeing the island. 
Although the agreement was imple­
mented and signed in good faith, it was 
quickly suspended by Havana on wholly 
extraneous grounds-the startup of the 
Cuba service of the Voice of America, 
which had been known to Cuba long 
before the migration talks even began. 

Cuba's suspension of the 1984 migra­
tion agreement on May 20, 1985, 
adversely affected the interests of 
thousands of persons in both countries 
and had negative consequences for Cuba 
as well. It sent bilateral relations on a 
downward spiral that has not yet been 
reversed. Acting on information that 
Cuba was prepared to restore the agree­
ment, we met with a Cuban delegation 
last July in Mexico City, but it took only 
a short period to establish the fact that 
Havana wanted us to buy the migration 
agreement a second time at a unnego­
tiable price that involved putting up to 
100 U.S. radio stations off the air so that 
Cuba could increase its own broad­
casting to the United States. 

Resumption of the migration agree­
ment remains the key to any improve­
ment in our bilateral relationship. While 
we cannot realistically expect any 
change on the major world issues, which 
stem from the fundamental approach of 
the Cuban leader, there is no good 
reason why an agreement which has 
been criticized by neither side cannot be 
put back into force. If that happened, 
other issues on the small agenda could 
also be considered in order of 
importance. 

Human Rights 

I could not conclude remarks devoted to 
Cuba without reference to the effect 
which the system in Cuba has had on the 
human beings who reside there. The 
regime has its supporters, of course, and 
Fidel Castro may have more, judging by 
the statements at the Communist Youth 
Congress last month, where one student 
seemed to reflect the mood of that body 
when she said, "Why is it every time 
there is a problem anywhere-and we 
know some people are hiding the fact­
we say, ah, comrades, if only Fidel 
knew. Poor Fidel. If he only knew." This 
is the view, at least, of someone with 
access to a microphone in a communist 
society. 
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There are many Cubans, however, 
who see problems and do not wonder if 
Fidel knows. They may even suspect he 
is the cause and not the solution. These 
persons lack any legitimate means of 
expressing their views, which would 
surely put them outside the revolution. 
There are also those whom the regime 
already knows and despises: the worms, 
the counterrevolutionaries, whose crime 
was or is to oppose the imposition by 
force or continuation of a system that 
unashamedly gives them no rights at all. 
Armando Valladares has described the 
fate of some of these persons all too well 

"The revolution never told a 
lie. . . . There is not a single case 
of torture in the 28 years of the 
revolution. Not one!" 

Fidel Castro to the Congress of 
the Union of Cuban Journalists, 
October 26, 1986 

in Against All Hope. Arnold Radosh 
inquired in the New York Times Book 
Review why it had taken 25 years to find 
out the terrible reality of Cuba's political 
prisoners. Thanks to Valladares; thanks 
to the courage of persons still in Cuba 
like Ricardo Bofill, President of the 
Cuban Human Rights Committee; 
thanks to our own efforts in February of 
this year at the UN Human Rights 
Commission in Geneva, the world is 
learning about these persons. The more 
that is learned, the better it will be for 
the struggle for human rights in Cuba. 

While there is no time to describe 
this issue in detail, I want to mention a 
few representative cases that illustrate 
the irony and the shame of the regime in 
Cuba. 

Roberto Martin Perez. Perhaps the 
longest held political prisoner in the 
Americas; he was 25 when caught in 
August 1959, being infiltrated back to 
Cuba, and he has spent 28 years in 
prison, since 1979 incommunicado in the 
infamous Boniato Prison in eastern 
Cuba. In 1956, 3 years earlier, Fidel 
Castro had infiltrated into Cuba from 
Mexico after spending somewhat over 1 
year in jail for organizing a bloody 
attack on his country's armed forces in 
1953. History has absolved Fidel Castro, 
because in Cuba he decides what history 
shall mean, but it has not absolved those 
who rebelled against his tyranny. 

Gustavo Arcos Bergnes. He fought 
at Castro's side in the attack on the 
Moncada and later was Cuban Ambas­
sador to Belgium until 1965, when he 
was jailed for criticizing the revolution. 
After b~ing imprisoned and released, he 

tried to leave Cuba to join his wife and a 
son in the United States who was 
semicomatose from an accident. He has 
been in jail since 1981, living in a 6- by 
8-foot cell with his brother. 

Elizardo Sanchez Santa Cruz. Vice 
President of the Cuban Human Rights 
Committee, arrested again in September 
1986 for disclosing the arrest of col­
leagues to British and French jour­
nalists, who were immediately expelled 
from Cuba. A prisoner of conscience 
adopted by Amnesty International, he 
desperately needs medical attention 
which is denied him while he remains 
under interrogation. 

Aramis Taboada. An attorney well­
known in Cuba who defended five 
Cubans sentenced to death on Janu-
ary 25, 1983, by the Chamber of Crimes 
Against State Security of the Havana 
Principal Tribunal on grounds of "indus­
trial sabotage." The five were among 33 
persons seeking to found a trade union 
based on the concept of the Polish 
Solidarity in a country where one trade 
union is all that is permitted. The fate of 
the five was commuted to 30 years in 
prison, thanks in part to Taboada. After 
first denying that anyone was under 
arrest, the Central Organization of 
Cuban Trade Unions ultimately 
denounced the alleged "industrial 
saboteurs," asserting: "It is ridiculous to 
suppose that there is any group in Cuba 
that proposes to create a labor organiza­
tion, even a local one. The workers 
themselves would make this impossible." 
Taboada was arrested in 1983 and died 
under mysterious conditions in 1985. 
After his arrest, the Minister of Justice, 
former President Dorticos, committed 
suicide. 

Andres Solares. A civil engineer 
arrested November 5, 1981-and con­
demned to 8 years for the crime of 
"enemy propaganda." He wrote abortive 
letters to Senator Kennedy and French 
President Mitterrand asking for advice 
on how, legally and openly, to form a 
democratic political party to be called 
the Cuban Revolutionary Party. He was 
convicted of incitement against the 
socialist order and the socialist state and 
is presently serving his sentence. One 
leader; one party; one people. 

There are hundreds of cases like the 
above. The number of political prisoners 
in Cuba, including those convicted of try­
ing to leave the country illegally or 
refusing to register for military service, 
has never been disclosed by Cuban 
authorities, nor have they permitted 



independent organizations to review the 
situation in Cuba's prisons. We can only 
assume that there are several thousand 
such persons in Cuba today. 

Several years ago, an official of the 
Cuban Interests Section in Washington 
told two U.S. officials that he was afraid 
Cuba would run out of political prisoners 
the United States wanted before Cuba 
really got anything in exchange. 
Whatever the assumptions about the 
United States that may have prompted 
this remark, which is cited by one of the 
U.S. officials present in a forthcoming 

article, it is erroneous to assume that 
Cuba can sell or trade its victims to the 
United States. We welcome these per­
sons, and we are accepting as refugees 
former political prisoners and their 
immediate families as Cuba gives them 
permission to depart, but the Cubans 
must understand that it is in their own 
interest to change fundamentally the 
approach to society which has created 
this nightmare of persecution in Cuba. 
Unfortunately, there is still no sign that 
this will soon occur. Far from running 
out of political prisoners, the system 

creates them anew. Until Cuba recog­
nizes that the way out of its crisis is not 
through new adjurations of orthodoxy 
but through recognition of the creative 
genius of the unfettered human con­
science, Cuba will remain beyond rec­
tification. ■ 
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BRAZIL 

Unstoppable. 
Brazil, which keeps tripping over its own feet and banging into 
the international financial -system, seems set nevertheless to 
stride clumsily forward into the twenty-first century. Two years 
after its fragile democracy was born, amid the rapture depicted 
above, Robert Harvey reports on the world's youngest and most 
awkward giant 

Brazil is the unstoppable colossus of the · 
south; a major regional power already; 
the first big third-world country knocking 
on the door of the club of developed 
democracies; and a potential United 
States in the next century. 
, Those might seem extravagant claims 
to make as its club-footed economy trips 
and stumbles in spectacular fashion: its 
latest economic blueprint, the Cruzado 
Plan, has just gone disastrously wrong. In 
an attempt to steady itself, Brazil is taking 
action over its huge external debt which is 
unsettling even steel-nerved international 
bankers. 

THE ECONOMIST APRIL 25 1987 

Yet, after more than a decade of watch­
ing, heart-in-mouth, for a fall, this corre­
spondent is c;onvinced that Brazil's long­
term prospects are glowing; that its very 
bravado is one of the main reasons why it 
can look forward to the future much as, 
say, the United States did in the 1890s. If 
this view is right, then foreign banke~s, 
investors , potential migrants and, not 
least , governments ought to be looking at 
Brazil as carefully as their precursors did 
at the United States in its early maturity. 

This survey will argue that Brazil has 
reached major-power adulthood, al­
though not yet the responsibility- and 

caution-of middle age. This is best illus­
trated by a quick trot through statistics 
which are familiar to Brazilians, although 
all too little known to outsiders, who view 
the country as a tropical, carnival-loving, 
economically slapdash, semi-authoritar­
ian Latin American republic . 

Brazil is the fifth largest country in the 
world, after Russia , Canada, China and 
the United States. Its 8.5m square kilo­
metres take up a touch under half of the 
whole Latin American continent, cover­
ing a land area comfortably bigger than 
all of Western Europe . It has a popula­
tion of 135m, the sixth largest in the 
world, behind China, India, Russia, the 
United States and Indonesia. With a GDP 
of around $280 billion, Brazil is the eighth 
largest economy in the West. Its GDP is 
just over · half that of Britain, but about 
$50 billion more than Spain, its nearest 
rival, and about $100 billion more than 
Australia , the runner-up in the southern 
hemisphere. 

Among developing countries, Brazil is 
already number one. It produces around 
$80 billion more than India. East Asia's 
stars-Hongkong, Taiwan, Singapore, 
South Korea-are export-oriented states , 



4 SURVEY BRAZIL 

Inflation soars, 
growth droops 

% change on previous year 

each with a GDP that is a fraction of what 
Brazil produces for its internal market. 
Brazil's output is more than four times 
those of Africa's giants, South Africa and 
Nigeria, and twice t4at of Saudi Arabia in 
the Middle East. Mexico is Brazil's only 
challenger among Latin American coun­
tries-and then only laggardly, with a 
GDP of around $130 billion. . 

Brazil's steel production is the seventh 
lamest in the world, and a quarter of that 
of the United States; Brazil is• the world's 
ninth largest producer of cars; the second 
largest producer of iron ore and the 
eignth largest producer of aluminium. In 
agriculture, Brazil ranks among those 
right at the top: it is. the world's largest 
coffee exporter, accounting for a third of 
world output; it is the second largest 
soyabean producer , behind only the Unit­
ed States; it is the world'~ biggest sugar 
producer, ahead of Cuba, and the second 
biggest cocoa producer. More surprising 
still; it is the third largest corn (maize) 
producer, behind the United States and 
China, and the second largest cattle pro­
ducer, behind only India. 

Brazil's position in the league tables is 
worth recalling because it is so often 
overlooked. Much more striking, howev­
er, is the speed with which the country 
has developed. One of President Sarney's 
closest, and most detached, advisers 
points out that there have been two spurts 
of economic growth: the first between 
1948 and 1961, when average growth was 
around 7% a year, before the country 
lapsed into economic chaos and political 
paralysis; and the second between 1968 
and the debt crisis of the early 1980s, 
when growth averaged 8.9% a year. 

He believes that the period beginning 
in 1984 (economic growth has averaged 
7% over the past three years) may mark 
the beginning of a third 15-year boom 
which could carry Brazil into the ranks of 
the developed countries by the end of the 
century-Mr Sarney's stated ambition. 

Certainly that postwar record must fi-

nally lay to rest the old view of Brazil as a 
boom-or-bust commodity producer. That 
view originated in the sixteenth century, 
when sugar boomed, opening up the 
country's north-east; sugar dwindled as 
an export earner over the next couple of 
centuries when faced with fierce competi­
tion from the West Indies. Gold came 
next, being discovered in the southern 
state of Minas Gerais in the eighteenth 
century. 

As the gold ran out, coffee took over, 
accounting, by the middle of the nine­
teenth century, for half of Brazil's export 
earnings. By the end of the century Ama­
zon rubber was all the fashion, symbo­
lised, as John Dre's masterly, fascinating 
account of the development of the indus­
try in his book "Trespassers on the Ama­
zon" (published by Constable at £10.95) 
puts it, by the rubber 'barons' extrava­
gances: " their opera house at Manaus; 
their wives' Parisian clothes; their Portu­
guese tiled houses; their Havana cigars; 
their laundry being sent to Europe (the 
Amazon water was deemed to taint the 
whiteness of their linen suits)". The boom 
fizzled out when an English botanist 
smuggled a shoot from an Amazon rub­
ber tree to Malaya, where it thrived much 
more cheaply than in Brazil. 

The height of ambition: the Itaipu dam 

This exotic, boom-or-bust picture 
haunts Brazil. It always seems to be an 
economy with great expectations that are 
never fulfilled. This survey will argue that 
from being a single-crop plantation soci­
ety with a small population (there were 
only 4m people when the country gained 
its independence in 1822), Brazil has 
transformed itself into a major industrial 
power with as solid a foundation of infra­
structure and internal markets as most 
developed countries and with an ability to 
export that exceeds most Pacific-basin 
countries. 

This transformation has been masked by 
the unorthodox way in which these success­
es have been achieved and by the awesome 
economic problems the country now faces. 
There is a big danger, too, in Brazil's 
growth-before-social-improvement phi­
losophy; and the whole achievement rests 
on a political structure that is as frail as a 
spiderweb now that the army has with­
drawn, not before time, into the back­
ground. For all that, Brazil has enough 
national identity and social cohesion, this 
correspondent believes, to make it not just 
a second-rank power behind the United 
States and Russia , but also one of the most 
interesting and different places of the 
twenty-first century. 
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Superboy. . . 
... could with time and luck grow into Superman 

What are the things that make the big billion worth come in as imports). The 
countries of the industrial West take an rest of the economy consists of Brazilians 
outsider seriously? The first two have providing goods for themselves-because 
already been touched on: size and popu- of protection, not always efficiently. 
lation. Brazil has both, and will have A fifth ingredient of success is a diversi­
more of both, for there is plenty of virgin fied and regionally based economy, so 
territory outside the Mato Grosso and the that if there is a slump in demand for one 
Amazon waiting to be opened up, and good in one part of the country, the slack 
even these two inhospitable regions have can be taken up in demand for other 
large reserves of things Brazilians want, goods in other parts of the country. 
including minerals and oil. Brazil's switch from commodity exports 

Brazil's population, too , will grow to an has done the trick: its exports of primary 
estimated 180m by the year 2000. Its products (over $10 billion last year) were 
growth rate has slowed down from about more than outstripped by its exports of 
3% in the 1970s to about 2.1 % today and industrial products (over $13 billion). 
may fall as low as 1. 7% by the end of the Brazil has a pretty wide shop-window 
century. The pressure of people on re- of agricultural goods to sell abroad, in­
sources should thus start to ease in the eluding coffee, worth around $2½ billion 
next few years. This reflects the move- in 1984; soyabeans worth $1.7 billion; 
ment of Brazilians from the countryside, cocoa worth $700m; grain worth $400m; 
where birth rates are high, to the cities, orange juice worth $700m; meat worth 
where they are much lower. In 1960 55% $700m; iron ore worth $2 billion; and 
of Brazilians lived in the country and 45% tobacco products worth $420m. 
in the cities. Today 72% live in the cities Brazil now also sells the world around 
and 28% in the country. $2 billion-worth of cars and parts; $830m 

Population size provides a kind of im- worth of machines; $670m-worth of elec­
portance; it can also be a drag on a tronic equipment; $2.7 billion-worth of 
country's natural resources and so helps metallurgical products; $1.5 billion-worth 
to explain Brazil's search for the third of chemical products; $1.4 billion-worth 
ingredient of national success, economic of footwear and leather products; $700m­
growth. For some countries, the fourth , · worth of oil derivatives; and $1.1 billion­
element in economic success may be a worth of wood, paper and cellulose. Few 
large internal market which can generate developing countries can boast such a 
demand, particularly when exports are range. 
slack. This Brazil also has: only around A sixth milestone in development, par­
$23 billion worth of goods, or under a ticularly in a country as huge as Brazil, is 
tenth of Brazil's $280 billion GDP, goes a modern infrastructure. Some of the 
abroad in exports (and only around $10 projects, like the Sao Paulo-Santos high-

Coffee is no longer king 
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Young country 
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way, the superb $4 billion Rio Niteroi 
bridge, the international airports at both 
cities ( although why must the Brazilian 
airline announcers in both sound like 
Marlene Dietrich the morning after?) and 
the Sao Paulo (although not the Rio) 
subway, were long overdue and were, if 
anything, inadequate. Others like the 
country's internal road network are of 
more doubtful value. The government's 
commitment to communications. is hardly 
in doubt, even. if it sometimes gets things 
wrong. 

The seventh and eighth characteristics 
of developed countries are more nebu­
lous: national identity and, linked to it, 
the kind of society which pulls together 
and is not always fighting itself. Brazil has 
both of these qualities in abundance. The 
sense of identity, unusual in the new 
world, stems from a splicing of African 
and Portuguese cultures. This allows 
some Brazilians to claim that theirs is the 
only developed African nation. The mix­
ture is evident in their writing: Machado 
de Assis, Brazil's best nineteenth-century 
writer, was a mulatto; the African-based 
samba is a national obsession for all 
classes and colours. Brazilian music, visu­
al arts and, now, films ("Pixote", a mod-
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ern Oliver Twist, and "Kiss of the Spider­
woman", a political thriller-turned-mor­
ality-tale) are distinctive and are making 
an impression on the outside world. 

Brazil also has political cohesion­
which is astonishing for a country with so 
many divisions, geographical, racial .and 
social. This cohesion was evident in the 
way Brazilians stoically put up with what, 
in its last days, was the discredited and 
incompetent military dictatorship of Gen­
eral Figueiredo, and also in the moderate 
way in which they voted after it fell: at last 
November's election, the avowedly left­
of-centre parties polled only 20%. 

Three explanations for this steadiness 
may be ventured. First, Brazil's very 
geographical diversity makes it, like the 
United States, a land of opportunity: if a 
Brazilian is fed up with his lot, he does 
not start a revolution but goes to try his 

luck elsewhere. Second, Brazil's blacks, 
who are at the bottom of the pile in Brazil 
(social standing in Brazil can be guessed 
at pretty accurately by the shade of a 
man's skin) dominate the country's cul­
ture, which makes · their lot somehow 
more bearable while the ease of intermar­
riage makes it improvable. Third, Brazil's 
economic growth, while not improving 
everybody's lot, has offered hope to ev­
erybody. Until recently, anyway. 

These three features explain the one 
characteristic that can be described as 
truly Brazilian: their laid-back, linpom­
pous, informal approach to life. Brazil­
ians do not stand on ceremony, like their 
Spanish•American counterparts; • they 
prefer to go tieless, to clap their friends 
on the back, to live it up atfeijoadas, and 
to talk big, like Americans. Sometimes 
they talk too big. 

Obsessed with growth 
Young country in a hurry 

Brazil is home to "developmental" eco­
nomics, a school of thought which holds 
that all traditional economic goals should 
be subordinated to one-economic 
growth. In practice, many things have 
gone wrong; but enough have gone sur­
prisingly right for the Brazilians stub­
bornly to refuse to abandon their rush for 
growth. 

Developmental economics were the 
brainchild of Getulio Vargas , a kind of 
cross between Mussolini and Roosevelt, 
who wrenched Brazil out of the torpor 
which followed the great depression of 
the 1930s with a programme of crash 
industrialisation spearheaded by corpo­
ratist state companies. When the econo­
my overheated, Vargas was toppled by 
the army, which then, however, reverted 
to his policies while helping itself to some 
of the proceeds. When the economy over­
heated again , the army withdrew and 
Vargas returned; but his high-handed 
political methods led to an imminent 
coup, which was pre-empted by his own 
suicide in 1954. 

His successor , Juscelino Kubitschek, 
proved more developmentalist still. He 
created Brasilia and bankrupted the 
economy in the process, yet left office on 
a wave of popularity following his deci­
sion to thumb his nose at the Internation­
al Monetary Fund. A conservative with a 
Groucho Marx political style, Mr Janio 
Quadros, came to power in 1961 and 
sought the backing of the army to impose 
austerity on Brazil against' the howls of 
the pork-barrel politicians in congress. 
He resigned , expecting to be brought 
back to power by the army. Instead , the 
soldiers dumped him, allowed his silly, 

populist , cowboy vice-president, Joao 
Goulart , to take over and make a hash of 
the economy, and then moved in to seize 
power for themselves. . 

Brazil's best economist , Mr Roberto 
Campos, was sent for to impose the 
necessary austerity. He also put into place 
an ingenious system of indexation whose 
main purpose was to allow the creation of 
the credit deemed necessary for develop­
ment without letting inflation rip. Wages 
were cunningly indexed to the average of 
past and "expected" inflation, which in 
practice meant they rose more slowly 
than inflation. 

Brazilian growth resumed and the 
brakes were let off by Mr Campos's arch­
developmentalist successor, Mr Antonio 
Delfim Netto. This was the era of great 
projects like the Trans-Amazon highway, 
the Itaipu dam and Brazil's nuclear power 
stations. In 1973, Brazil grew by an amaz-

Export rush 
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ing 13.6%. By 1974 the programme was 
in modest trouble, as a result of an over­
expansion of the money supply. The trade 
balance slid into the• red. The first oil 
shock came as a·big blow, increasing the 
cost of imports by 120%. 

Brazil's· newly chosen military presi­
dent, General Ernesto Geisel, dispensed 
with Mr Delfim and replaced him with the 
less exuberant Mr Mario Henrique Si­
monsen. The new minister decided to 
tackle the crisis in two ways. First, 
through a modest programme of social 
reform, he tried to defuse some of the 
tensions that were emerging from the 
breakneck development of the boom 
years. Second , he tried to finance con­
tinuing expansion · through borrowing 
from the ready supply of international 
credit made available when the dollar­
bloated oil producers banked their gains. 

The National Development Plan was 
born. Mr Marcilio Marques Moreira, 
Brazil's present ambassador in Washing­
ton and one of the country's best middle­
of-the-road economists, puts it this way: 

Borrowing can be interpreted as the post­
ponement of the taxation the OPEC countries 
had levied in the oil crisis, a postponement 
financed by the commercial banks with the 
very dollars deposited with them by the oil 
exporters from the proceeds of their 
taxation. 

Brazil's borrowing in 1974 was equal to 
the total new debt Brazil had accumulat­
·ed from the beginning of the nineteenth 
century to the year 1972; by 1979, $40 
billion had entered the country, 85% as 
loans and 15% as equity. The money was 
borrowed on floating , but low, interest 
rates and put into investment projects 
that, on average, were expected to gener­
ate a healthy 15% rate of return. Mr 
Marques Moreira defends the decision to 
borrow thus: 

Although there were errors of judgment, for 
which Brazil paid a high price, the decision 
to grasp the only concrete post-world war II 
opportunity to attract massive resources that 
would allow her to pursue a programme that 
would modernise her fragile industrial base 
and consolidate her economy's infrastruc­
ture appears to have been the right one at 
that moment ... I think that future genera­
tions of Brazilians would one day condemn 
her leaders if they had failed to take the 
opportunity that presented itself. 

The main priorities for investment were: 
• . The consumer goods industries._ 
• Massive import substitution in steel, 
petrochemicals and fertilisers . 
• Oil substitution. The main features of 
this were: Brazil's dotty gasohol pro­
gramme; an inadequate search for off­
shore oil, of which more later ; and the 
giant hydro-electric projects of Itaipu and 
Tucurui. 
• Communications, including the rail 
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Campos pulled back, Delfim expanded, and Funaro tried the impossible 

and subway networks in Sao Paulo and 
Rio and the opening up of Brazil's interi­
or with roads. 

Some of these investments were to 

investment projects. Mr Delfim slammed 
his foot on the accelerator again. 

At this stage, politics creeps into the 
picture: in 1984 General Joao Figueire­
do's military government was so unpopu­
lar that the succession was wrested from 
its nominee in the hand-picked electoral 
college by the main opposition candidate, 
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Tancredo Neves. He died before he could 
come into his inheritance. Mr Jose Sar­
ney, his vice-president, lacked the au­
thority to do anything but continue the 
dash for growth, which had run at 4.5% in 
1984. 

Thanks to a policy of rapid devalua­
tions, the trade balance stayed healthy; 
but "imported" inflation-that is, higher­
priced imports-plus a surge in -govern­
ment spending pushed the rise in prices to 
the dizzying height of 225% in 1985. The 
IMF, which had even been given an office 
in the presidential palace by General 
Figueiredo-a massive affront to Brazil­
ian pride-had by now reverted to the 
role of helpless spectator. The economy 
grew at the highest rate in the world that ' 
year-by 8.3%. By early 1986 the central 
bank reckoned that inflation could hit 
800% that year. Mr Sarney was in desper­
ate trouble, and desperate measures were 
called for. · 

· stand Brazil in good stead: about $10 
billion of the country's $13 billion trade 
surplus can be traced back directly to 
them. They transformed the country's 
exports . Coffee accounted for 44% of 
Brazilian exports in 1965; two decades 
later, industrial goods accounted for 67% 
of exports. 

Please stop the world 
The 1979 oil shock upset all calcula­

tions. Besides doubling the cost of oil, 
interest rates shot up and commodity 
prices fell. But borrowing was still avail­
able abroad, and Mr Delfim, who had 
been recalled to the planning ministry 
from exile as ambassador in Paris, put his 
foot on the economic accelerator again. 
During this reckless period, the govern­
ment sent teams headed by Mr Delfim 
abroad to borrow money supposedly for 
state projects, but often in practice to 
finance the buying of oil and to cover 
interest payments on the debt. 

Matters got so out of control by 1980 
that the · government shot into reverse, 
throttling the economy. In three years 
Brazil's GDP per head fell by 11%; infla­
tion, which had been.escalating danger­
ously to 110%, fell back below 100%. 
The outgoing military government stag­
gered on to congressional elections in 
November 19~2 and then sought an emer­
gency $25 billion rescue package from 
Brazil's creditors. The International 
Monetary Fund stepped in to inspect the 
books and give advice. 

Brazil was asked to meet specific tar­
gets on inflation, the public-sector deficit 
and the external account. This it failed to 
do. When the IMF got tough, the Brazil­
ians stopped paying the debt principal, 
although not the interest, coming due. 
However, the position was eased by the 
astonishing turnaround that Brazil 
achieved in its trade balance: by 1984 this 
had jumped $13 billion back into the 
black, thanks to a 70% devaluation of the 
cruzeiro in real terms, the collapse of 
internal demand in recession-hit Brazil 
and the coming-of-age of many of the big 
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But the economy would not play ball 

Three main measures were set out in the 
Cruzado Plan, decreed in February last 
year: a freeze in prices; the ending of 
indexation; and the knocking of three 
noughts off the Brazilian currency unit, 
the cruzeiro, to create a new one, the 
cruzado. The aim of all three was to break 
Brazil's "inflationary psychology" 
through what the plan's main architect, 
an economics professor , Mr Francisco 
Lopes, called a "heterodox shock" (in 
contrast with the "orthodox", monetarist 
shocks practised in countries like Chile). 

Inflation did, momentarily, stop dead 
in its tracks: prices actually fell in March 
1986. Mr Sarney's popularity, crawling 
along at a 36% net disapproval rating 
soared to a 68% approval rating in the 
polls. But the government failed to freeze 
either wages or government spending. 

Night followed day. Wages in real 
terms hoad already gone up by 15% in 
1985. For 1986, the government decreed a 
15% increase in the minimum wage-at a 
time of frozen prices-and awarded an 
8% pay bonus for other workers. It also 
promised to reintroduce indexation for 
wages each time inflation rose in multi­
ples of 20%; the labour minister argued 
that this provision was safe, because infla­
tion would never reach such levels again. 
Altogether, real wages rose between 15% 
and 20% last year. 

Government spending also soared. On 
its narrowest definition (and the Brazil­
ians have plenty) the public-sector deficit 
went up from a modest 1.4% of GDP in 
1984 to ·3.9% in 1985, dropped to 2.5% 
last year and is expected to run at 8% this 

year. On a wider definition, this year's 
"operational" deficit, which does not 
take account of the dampening effect of 
indexation, will be around 14% to 15% of 
GDP. The 'increase is being caused by 
greater state spending on investment pro­
jects as the freeze on the prices of their 
products and services will require extra 
subsidies. 

What followed was, first, a massive 
23% real increase in demand as workers 
spent their wage increases on price-frozen 
goods: industries suddenly found them­
selves working at full capacity. Products 
intended for export were switched to the 

Ouch! 
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internal market and imports flooded in. 
Meat and a variety of consumer goods 
disappeared from . the shops. Airlines 
were booked solid for cross-Brazil 
holidays. 

A thriving black market sprang up, in 
which prices were anything but frozen. 
Unemployment among Sao Paulo work­
ers, which had been at a record level only 
four years before, fell by 8% almost 
overnight; that further increased the bar­
gaining power of the trade unions bidding 
for higher wages. Throughout 1986, in­
dustrial militancy was on the rise. 

The drop in exports and the surge in 
imports hit the one thing that had been 
going right for the Brazilian economy: its 
trade balance. A surplus which was run­
ning in January 1986 at around 16% 
higher than in the· same month the previ-

. ous year, and 14% higher in February, 
turned to one running around 44% lower 
in October and 45% lower in November. 
Because the government had also frozen 
the exchange rate (although, inevitably , 
an illegal one sprung up in which the 
cruzado traded at around 70% less to the 
dollar), this problem did not automatical­
ly cure itself, as in previous years. Even 
the fall in oil prices seemed unlikely to 
save Brazil from a too-modest increase in 
the trade surplus of $9 .5 billion in 1986 to, 
at most, $11 billion this year. 

Then, to everyone's surprise, savings, 
instead of increasing, fell sharply, from 
around 25% to well under 20% of GDP. 
This was partly because Brazilians pre­
ferred to buy up as many goods as possi­
ble while they remained cheap; and partly 
because Brazilians were jolted out of 
their old habits of playing the money 
markets as the roulette wheel of indexa­
tion had come to a stop. 

As the economy got increasingly out of 

-­"'..:·• .. t, ' 
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control in 1986, the government refused 
to act before the November congressional 
election, which Mr Sarney won over­
whelmingly. Within a week, he brought in 
the Cruz.ado Two, which allowed for 
some mini-devaluations of the currency , 
to try to help the balance of payments, 
and unfroze the prices of cars, beverages 
and tobacco, as well as pushing up the 
price of petrol. President Sarney's popu­
larity plummeted to a net 22% disapprov­
al rating, and angry crowds took to the 
streets. Even so, the measures were woe­
fully inadequate. 

By December, industrialists, who had 
benefited initially from the surge in de­
mand, were finding their margins 
squeezed by frozen prices and embarked 
on a campaign of civil disobedience, rais­
ing their prices without permission. Presi­
dent Sarney denounced these sober-suit­
ed businessmen as "anarchists", but did 
not prosecute them. Interest rates, in 
anticipation of hyper-inflation, went up 
to around 400% on an annual basis. 
Inflation in December was 15%; for 1987, 
the prediction was that prices would rise 
by anything between 100% and 300%. MI 
went up 290%; it was explained that this 
was not the government's fault because 
people were cashing in their savings to 
buy, buy, buy. 

In the face of this calamity, Mr Sarney's 
ministers played cribbage in the 
cardroom of the Titanic. The three main 
players were: Mr Dilson Funaro, the 
languid, detached finance minister who 
had once been a prominent business lead­
er and has since been raising eyebrqws 
among his old colleagues ; a brilliant aca­
demic economist, Mr Joao Sayad; and the 
labour minister, the good-looking, weary­
before-his-time Mr Almir Pazzianotto. 

The main argument revolved around 

how to allow the country's frozen prices 
to catch up with the real world. Mr 
Funaro favoured a single major realign­
ment of prices followed by the reimposi­
tion of price controls on a third of goods, 
mostly essentials like wheat and steel. 
Another third would be frozen at the 
discretion of state governments and the 
rest would be allowed to float freely. Mr 
Funaro's hope was to defuse the inflation­
ary pressure in a single, spectacular "big 
bang" . Mr Sayad argued that prices 
would go up so .fast under this proposal 
that Brazil might be catapulted back into 
its old hyper-inflationary mentality and 
that prices would accelerate in every 
succeeding month. Instead, he favoured 
allowing price increases of, say, 30% a 
month until the inflationary pressures had 
spent thems~lves. 

One of the advantages of the Funaro 
big bang would have been to trigger the 
gatilho, the wage indexation threshold, 
which allows for an increase if inflation 
rises above 20%, only once. Mr Sayad's 
proposal would have done so several 
times. · 

The minister of labour, Mr Pazzian­
otto, showed every sign of rueing the day 
he thought up the gatilho: "There is a 
danger, if there is hyper-inflation , of the 
gatilho being triggered off like a machine­
gun. Nevertheless, at the moment it is a 
law and must be fulfilled." But he admit­
ted the government might seek to reform 
it. Mr Pazzianotto's solution was to seek a 
"social pact" with the principal trade 
unions in Brazil's hour of need, although, 
so forlorn were his hopes of getting one 
when he met your correspondent, that he 
would not even admit that this was his 
intention. 

Brazil was behaving, all too cussedly, 
like the free society it had become. Bra­
zilian trade unions used to be cosy corpo­
ratist arms of the state, set up under the 
Vargas regime. No more. The two main 
union organisations, both concentrated in 
Sao Paulo, are the United Confederation 
of Workers (CUT), which claims around 
15m members , and the General Confed­
eration of Workers (CGT), with around 
25m. The CGT is tied to the ruling party, 
the Brazilian Democratic Movement Par­
ty; but under its leader, Mr Joaquim dos 
Santos , it is a tail that wags the dog. 

The CUT's general secretary, Mr Jair 
Meneguelli, is closely tied to the Work­
ers' Party led by the charismatic former 
leader of Sao Paulo's metalworkers' 
union, Mr Luis Inacio da Silva (Lula). 
The Workers' Party is socialist but not 
Marxist. Its hold over many of Sao Pau­
lo's big industries is formidable, thanks to 
Lula's brave and fiery leadership during a 
series of strikes at the beginning of the 
1980s, when Brazil was still under military 
rule. The CGT cannot afford to be much 
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less militant than the CUT, for fear of 
losing members. 

The unions' bottom-line demands were 
for a moratorium on the external debt 
and the scrapping of the inadequate price 
adjustments in the second Cruzado Plan. 
Poor Mr Pazzianotto had his work cut out 
in trying to persuade the unions to accept 
a much tougher measure of price adjust­
ment in Cruzado Three. 

Unsurprisingly, he failed. At the end of 
February, Mr Funaro, over the protests 
of Mr Sayad (who resigned last month) 
and Mr Pazzianotto, freed most prices, 
although not by quite as much as he had 
hoped: most prices jumped by 30%. 
Strikes multiplied. Army units occupied 
the country's paralysed oil refineries. The 
unions hoped that wage indexation would 
protect their purchasing power-at the 
cost of further fuelling inflation. 

Most people reckon that an historic 
opportunity was lost to forge a social pact 
with the unions when the first Cruzado 
Plan was introduced ; such was the gov­
ernment's popularity in the first days of 
controlled prices that wage restraint 
might have been made to stick. After the 
first success in reducing inflation, the 
price freeze could have been relaxed. 

In retrospect, the plan seems to have 
been an unmitigated disaster. dne ·gov­
ernment official says, "Most people knew 
it wouldn't eliminate inflation; but we 
thought a lower rate of 20%, 40% or 50% 
a year was possible . . . It seems that of 
the three priorities of full employment, 
growth and zero inflation, most Brazil­
ians would opt for the first two". 

The Cruzado plan's architect, Profes­
sor Lopes, blames its failure on the "ad­
ministration of economic policy" . He ad­
mits that Brazil faces the prospect of 
150% inflation this year (or 450% if the 
wrong measures, in the professor's view, 
are taken). "Never in history has there 
been such a rapid deterioration." Brazil, 
he concludes gloomily, started the new 
year "ten goals down". 

Few people expect Mr Funaro to sur­
vive long as finance minister after he has 
taken the further unpopular measures 
needed to put Brazil back on course. The 
favourites to follow him are Brazil's am­
bassador in Washington, Mr Marques 
Moreira , and a man who sends a chill 
down the spines of international bankers, 
Mr Celso Furtado, the present minister of 
culture and a long-standing advocate of a 
Brazilian debt moratorium. The appoint­
ment of Mr Mario Henrique Simonsen, a 
former finance minister, would do most 
to reassure the bankers; but he says he 
does not want the job, and has been a 
scathing critic of the government's eco­
nomic policies. 

The Sarney government still ' seems 
committed to one surprising view: that 
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economic growth must go ahead. In Janu­
ary, President Sarney flatly reiterated 
that his goal was growth. Brazil, it is felt 
in official circles, could stand a fall in its 
annual growth rate from 8% to 6%, but 
not a rate much closer to Brazil's annual 
population increase of around 2.1 % . 

Mr Sarney's industry minister, Mr Jose 
Hugo Castelo Branco, claims that Brazil 
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has "a mission" to grow, and that the 
country has so far barely scratched the 
surface of its huge internal market. If 
inflation is the price for growth, the 
government, after last year's disaster, 
now seems prepared to pay it. "Back to 
normal" was the sardonic comment of 
one banker as inflation started to climb 
vertically again in January. 

The politics of debt 
" Damn the bankers" is the New Republic's rallying cry 

Simple answers that capture the public 
imagination become attractive when ·a 
government makes a mess of things. For 
Brazilians to accept the dose of austerity 
needed to control their runaway inflation, 
the weak, unpopular Sarney administra­
tion had to take radical action. The one 
action calculated to rally support around 
the president was to confront the coun­
try's external creditors. On February 
20th, the government announced that it 
would suspend interest payments on the 
foreign commercial debt. "We are not", 
said President · Sarney in a television 
broadcast , "going to pay the debt with the 
hunger of the people. " 

The moratorium was indefinite , and 
Mr Funaro has made it clear that he is 
seeking a long-term renegotiation on Bra­
zil's terms, prompting fears among many 
bankers that, unless he gets his way, 
Brazil may go it alone, paying only as 
much as it thinks it can afford. The 
decision of the energy minister, Mr Aure­
liano .Chaves, to order Brazilian oil tank­
ers out to sea the same weekend in case of 
sequestration hardly reassured the 
bankers. 

The government's new policy on the 
debt has everything to do with rallying 
support among Brazilians, and less to do 
with Brazil's ability to pay. This year, 
even with a deteriorating trade balance, 
the Brazilians could probably have 

The albatross 
Brazil's foreign debt 

squeaked through on their international 
accounts. The decline in the balance on 
trade in manufactured goods is expected 
to be made up by a harvest so plentiful 
that the minister of agriculture has had to 
bring in an emergency plan for storing 
excess grain. Cheap oil has also been a 
help. 

At worst, Brazil's surplus could slip 
from $13 billion in 1984, $12 billion in 
1985, and $9.5 billion in 1986 to around 
$8 billion this year. Mr Funaro reckons it 
is more likely to reach $9.5 billion, and 
the rosy-cheeked central bank thinks it 
could be as high as $11 billion. Brazil 
needs around $10½ billion to pay the · 
interest on its debt (technically, no princi­
pal repayments are due on its commercial 
debt this year). On the worst assumption, 
Brazil would have to dip into its reserves 
to find some $2½ billion. This could be 
troublesome, · as foreign-exchange re­
serves have fallen from $9 billion to 
around $4½ billion (some people say the 
true figure is closer to $2 billion). But the 
worst, in Brazil, seldom happens. 

Brazil's foreign government creditors, 
grouped together in the Paris Club and 
alerted by their ambassadors of the 
crunch the country is facing ( one senior 
diplomat admits that the Brazilians may 
go their own way on the debt problem 
and says this is the "central political issue 
in the country") have fallen over back-
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wards to be reasonable. The Club 
has rescheduled the $3.8 billion debt 
falling due this year without insisting 
on an IMF programme (although the 
IMF will in practice quietly inspect the 
books at the end of the year). The 
Brazilians have flatly refused to al­
low closer IMF inspection. 

The Brazilians also reckon they 
can count on some $2 billion in new 
money from the World Bank and the 
Inter-American Development Bank, 
which is being nudged by the Ameri­
can treasury secretary, Mr · James 
Baker, and others, to put up new 
money for development. The real 
problem has been the private banks, 
with which Brazil had hoped to con­
clude a rescheduling agreement on 
debt falling due by 1990. America's 
Mellon bank had infuriated the Bra­
zilians by refusing to reschedule their 
debts and was formally asked to 
leave the country in January. Other 
banks have up to now been bullied 
by their central banks into reschedul­
ing, for fear that they would stand to 
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lose the $75 billion or so of their · Debts to pay, sweets for sale 
money tied up in Brazil in the event 
of a deadlock. Now they are deeply 
reluctant to throw good money after bad. 

What all of Brazil's creditors have 
overlooked is that the debt problem has 
become an increasingly political issue in 
Brazil, and one which the Sarney govern­
ment has seized upon to cover up its own 

. mistakes. An increasing number of Bra­
zilians right across the political spectrum 
question the principle of having to earn 
some $10 billion a year on the trade 
balance to pay interest on old debts 
incurred by an unconstitutional govern- -
ment. Brazil has paid out nearly $55 
billion in interest on the debt over the 
past five years-more than it borrowed in 
the first place. Imagine, say the Brazil­
ians, if that quantity of money had been 
invested in Brazil. 

Beneath this grumble, there are a num­
ber of sub-grumbles. Brazilians point out 
that their massive export effort is itself 
giving rise to protectionist feeling among 
the countries-particularly the United 
States-that are being showered with 
cheap Brazilian exports. Brazilians also 
point out that, with the huge potential 
avalanche of debt hanging over them, no 
banks, and few foreign investors, are 
stepping forward with new money to put 
into Brazilian industries for fear it would 
be swept away in a default or financial 
crisis. 

Brazilians make light of the threat that, 
if their country were to behave rashly 
over the debt, the world community 
would cut it off without a penny. "So 
what?", they ask, "Brazil is hardly getting 
any new money anyway." And they say 

that for a developing country to transfer, 
year after year, around 5% of its GDP and 
four-fifths of its export earnings to the 
developed world is unjust , as well as 
economically unsound. 

This correspondent, who has long been 
baffled by the good behaviour of the 
Brazilians and other debtor countries up 
to now, will confine himself to giving a 
bird's eye view of Brazilian opinion on 
the subject, across the political spectrum. 
For now that Brazil is more or less a 
democracy, public pressures are making 
themselves felt. 

Take, first and most predictably, the 
left. The Workers' Party leader, Lula, is 
in favour of an "indefinite moratorium" 
on the debt, followed by its repayment 
over a 20- or 30-year period at a much 
lower rate of interest. The two main 
union organisations, the CUT and CGT, 
back him. 

The only left-winger with a chance of 
winning the presidency, the outgoing gov­
ernor of Rio de Janeiro, Mr Leonel 
Brizola, takes a more sardonic view. He 
considers that the debt was incurred 
through shady deals between Brazilian 
economic interests and bankers engaged 
in "an orgy of irresponsible lending". He 
cites the example of Rio's subway, which 
cost some $2 billion to build. "Instead of 
paying the interest on this, it would be 
cheaper to pay 30,000 taxis to transport 
the subway users every day." 

Mr Brizola would set up an audit com­
mission to look into how the debt was 
incurred and to uncover irregularities. He 
would then tell Brazil's creditors that the 

country "in accordance with our pos­
. sibilities," would pay a fixed percent­
age a year of that part .of the debt 
reckoned to have been ·legitimately 
incurred. He would also require 
fixed, low interest rates. 

Brazil also has a strong tradition of 
more conservative nationalists; the 
unofficial leader of these is the dis­
armingly impish-bu·t not less formi­
dable for that-Senator Severo 
Gomes, a former industry minister. 
He wants to suspend all payments on 
the debt and enter into a govern- , 
ment-to-government dialogue with 
the creditor countries. 

The aim of the talks would be to 
stretch out repayment periods and to 
reduce interest rates (Brazilians of 
all 'political persuasions return re­
peatedly to the point that the debt 
was incurred at low floating rates of 
interest which were expected to stay 
low; in the past Brazil's debt was 
incurred at fixed rates). The repay­
ments would be fixed at a percentage 
of Brazil's exports, and would take 
account of such things as a sudden 
increase in the price of commodities 

like oil. 
What if the creditors refused? Mr Se­

vero Gomes shrugs. Brazil would go its 
own way: 

There would be sacrifices by the people, but 
at least sacrifices for our country and its 
independence, not as they are today. We 
would get back the 5% of our GDP that is at 
present being paid out to our creditors. 
There might be some rationing, or maybe 
not. The people would understand. As it is, 
we are being treated by the industrial powers 
as Germany and Japan were not after the 
second world war. We're being suffocated. 
We're bleeding. 

What if the West imposed economic sanc­
tions? "They need our trade, they're not 
mad. Sanctions never work." And if they 
seized Brazilian assets abroad? "If they 
take a Varig [one of Brazil's main airline 
fleet], we'll help ourselves to a multina­
tional over here. They won't do it." 

This is an extreme view. Mr. Gomes 
has, however, helped to persuade his 
party, the Brazilian Democratic Move­
ment Party (PMDP), Brazil's biggest, to 
adopt many of his views. The party's 
largest gathering to date, of all its con­
gressmen and newly elected state gover­
nors, approved a document in January 
which claims Brazil is spending seven 
times as much in interest payments as on 
social spending, and lambasts the debt for 
"having been largely unilaterally im­
posed, illegal, with unsupportable inter­
est rates, paid for out of the suffering and 
hunger of our people." The statement 
calls for "the suspension of part of the 
debt and the reduction in transfers to a 
fixed rate of GDP or foreign exports." 

THE ECONOMIST APRIL 251987 

I 
I 



FINACORP 
SERVI~OS BANCARIOS LTDA. 

SWAPS 
TRADE FINANCE 

DEBT CONVERSION 
CORPORATE FINANCE 

. . 
MERGERS, ACQUJSITIONS AND PARTICIPATIONS 

FINACORP IS BRAZIL'S FIRST MERCHANT BANK 
OPERATING SINCE 1967. IT IS NOW ASSOCIATED WITH 

CONVEN~AO S.A. 
CORRETORA DEV ALO RES E cAMmo 

AND IS FULLY STAFFED TO STRUCTURE INOV ATIVE 
TRANSACTIONS; AS WELL AS PARTICIPATIONS, 
INVESTMENT OPPORTUNITIES AND, ANALYSES. 

SEATS ON SAO PAULO AND RIO EXCHAl'\JGES 

Av. Paulista, 925 
Phone (011) 287 .7211 
Telex (011) 21303 
SAO PAULO - BRAZIL 

THE ECONOMIST APRIL 25 1987 

BRAZIL SURVEY 13 



14 SURVEY BRAZIL 

□ Algeria . □ Germany, West D Japan □ Netherlands D Sudan 

□ Angola, Sao D Ghana, Sierra D Jordan D New Zealand D Sweden 
Tome and Leone, Liberia D Kenya □ Nicaragua, Costa □ Switzerland 
Principe □ Greece D Kuwait Rica, Panama □ Syr.ia 

□ Argentina □ Guatemala, □ Lebanon, □ Nigeria □ Taiwan 

□ Australia El Salvador, Cyprus D Norway D Tanzania, 
D Austria Honduras D Libya D Pacific Islands Mozambique 

D Bahrain, Qatar, D Guil).ea, 

Test b D P,ki,un, □ Thailand, Burma 
Oman, the Mali, t e Afgh,rusun □ Togo, Niger, 
Yemens Mauritania □ Peru, Benin, 

□ Bangladesh □ Hong Kong, Bolivia . Burkina 
Macau 

busine~ climate • 
□ Belgium, ID 

Luxembourg 165 • □ Trinidad& 

□ Brazil countries Tobago, Guyana, 
Barbados, 

D Cameroon, Windward& 
CAR,Chad Leeward Islands 

□ Canada 

around the □ Tunisia, Malta 
□ Chile □ Turkey 
□ China, North □ Uganda, Ethiopia, 

Korea Somalia, Djibouti 
D Colombia 

world 
□ United Arab 

D Congo, Gabon, □ Hungary D Philippines Emirates 
Equatorial □ India; Nepal D Poland □ United Kingdom 
Guinea □ Indochina: D Portugal 

□ Uruguay, 
0 Cuba, · Vietnam, Laos, D Romania, Paraguay 

Dominican Cambodia Bulgaria, 
□ USA 

Republic., Haiti, D J.ndonesia □ Madagascar, Albania 
Puerto Rico D Iran 

Mauritius, 
D Saudi Arabia □ USSR 

□ Czechoslovakia D Iraq 
Seychelles, 

D Senegal, The □ Venezuela, 
Comoros Suriname, 

D Denmark, D Ireland □ Malaysia, Brunei Gambia, Guinea- Netherlands 
Iceland D Israel □ Mexico 

Bissau, Cape Verde Antilles 
D Ecuador D Italy Morocco 

D Singapore 
□ Yugoslavia □ □ Egypt D Ivory Coast Namibia, 

D South Africa 
□ Zaire, Rwanda, 

D Finland □ D South Korea Burundi □ Jamaica, Belize, Botswana, 
□ France Bahamas, Lesotho, D Spain D Zambia 
□ Germany, East Bermuda Swaziland □ Sri Lanka □ _Zimbabwe, Malawi 

All round the world, changes in the political and economic climate will 
affect your business. The impact of every new development - oil prices in 
Saudi Arabia, inflation rates in South America, sanctions in South Africa­
can be dramatic! 

Businessmen need reliable and regular intelligence briefings on the 
business prospects for every majo_r sector in every economy. 

By evaluating growth prospects, investment and consumer spending trends 
and by assessing opportunities and business problems, the Country Reports 
alert you to changes in the business environment and indicate others on the 
horizon while the annual Country Profiles provide essential background 
information. 

That's why The Economist Intelligence Unit publishes 92 Country 
Reports every quarter (formerly Quarterly Ec_onomic Reviews) to help you 
stay in touch with what's happening in all your main international markets. 
They give you facts and analysis - designed specifically to meet your 
business needs. 

They save you time and money on research by giving you accurate and 
easily'<lccessible business intelligence. 

Reviewing important political and economic developments, the 
Count~y Reports examine their causes and the implications for the future. 

There is no comparable service anywhere in the world supplying such 
accurate and reliable business forecasting on so many countries. 

To subscribe to any of the 92 Country Reports together with its 
Country Profile tick the boxes next to the ones you require and send this page, 
complete with your name and address, to: The Economist Publications 
Limited, 40 Duke Street, London WIA IDW. 

There's a saving too: the more Country Reports you subscribe to, the 
higher the "quantity discount" you can c;:laim. Write to the address below for 
further details. 

jORDERFORM ---------------------------7 
I D Please enter a subscription to the Country Reports tick~d. An annual Name I 

subscription to one Report is: UK £56. 50; overseas US$92 . North America 

I US$110. Postage is extra: UK £1.50; Europe US$5; outside Europe US$12 for Address I 
each Report ordered . ______________ ___________ · 

I D Please invoice me D Please send me further information I 
I D Ienclosepaymentof £/US$___________ ----- - - --------- - - ------- I 

The Economist Publications Limited , Subscription Dept. (EJ,40 Duke Street, EPZG 

I LondonWJAJDW. Telephone: 01-4936711. --------- _______________ j 
Overseas Offices, 10 Rockefe!lcr Plaza (12th flour), New York 10020, USA. ~[) Th E • t 

I . Telephone:(2 12)541 -5730. e conom1s I 
c/o MIA, I Square Wiser, Bte 26-1040 Brussels, Belgium. Telephone: 02-230 6935. • • 
Fricdrichstrasse 34 , 6000 Frankfurt am Main I, West Germany. Telephone: 728141. · Intel hgence Unit 

L----------------------~~=~~~~----~ 
Registered Office 25 St James"s Streei, London SW! A I HG. Registered in London Number I 775671. 

THE ECONOMIST APRIL 25 1987 



Strong stuff, coming from Brazil's major­
ity party. 

Brazil's minister of industry, Mr Cas­
telo Branco, himself a director of three 
banks and a leader of establishment opin­
ion, is hardly more restrained: 

As a banker myself, I look first for a debtor's 
capacity to pay and second for securities I 
can set against the debt; the international 
banks should have done the same when they 
were lending . . . Of course we will pay up 
to the limits within which we can ... but it 
is madness that Brazil is a net capital export­
er when we need foreign capital to develop 
our huge resources and our large internal 
market. If the creditors behave like a cartel, 
the debtors will have to ~have like a cartel. 

Senior government officials privately con­
cede that while Brazil has no desire to 
break with the international financial 
community, the banks must take into 
account Brazil's need for new money and 
should be prepared to offer a deal that 
reduces the country's interest spreads 
(the amount the banks take in profit out 
of the interest) from among the highest in 
the western world to at least the level 
achieved in Mexico's debt renegotiations. 

Mr Funaro's view is that: 
Recession and Brazilian effort alone are not 
a solution to any crisis. Some bankers know 
the effort Brazil is making. They know we 
cannot continue to make this effort. 

Brazil's President Sarney says his country 

is being "crushed" by the debt which is 
. . . leading to recession and unemployment 
and affecting our capacity to grow. This 
policy weakens our leadership, worsens our 
social problems, threatens our institutions, 
affects law and order and consequently our 
democratic structure . . . our people have 
reached the tolerance point . . . Either we 
realise that the solution to the foreign debt 
problem is a task to be undertaken by both 
creditors and debtors, or we risk setting fire 
to the powder keg threatening the conti­
nent . . . It is a miracle that the torch 
illuminating Latin America at the moment is 
that of liberty and democracy and not con­
vulsion . . . we have opted for growth with­
out recession without submitting ourselves 
to conditions that would force us to relin­
quish our right to development. Brazil :will 
not pay for its debt with recession, unem­
ployment or hunger. 

Just rhetoric? Brazil has always come 
back to the table, although less readily 
than other debtors. Western bankers 
have long pooh-poohed this kind of talk. 
Diplomats in Brasilia take it more seri­
ously than . that. The emergence of a 
national political consensus should have 
been of concern to the bankers long ago. 
The simple, unifying issue of the debt is 
being used in Brazil as a way out by 
economists anxious to obscure their own 
failings and by politicians anxious to 
shore up what is still a fragile political 
system. 

Democracy in nappies 
The coming months will be crucial 

Brazil's "New Republic", a democracy 
which has evolved largely by accident, is 
one of the most peculiar political hybrids 
in the world. It is run by an unelected, 
right-of-centre president who, two years 
ago, was a senior member of the civilian 
party, the Social Democrats, that was a 
constitutional figleaf for military rule. 
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Yet he is now nominally a member of the 
left-of-centre grouping, the Brazilian 
Democratic Movement Party (PMDB) 
which has an overwhelming majority in 
congress and controls 21 out of 23 Brazil­
ian states. 

That party is considered a right-wing 
lapdog by Brazil's soci~lists-the Labour 
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party, run by Mr Brizola, the Workers' 
Party, led by Lula, and the Communist 
party-which were all soundly defeated 
in the general election of November 15th. 
A conservative president thus leans on 
the support of a left-of-centre majority 
party to protect him from the extreme 
left. 

This correspondent recalls meeting Mr 
Sarney during the twilight of the military 
dictatorship. A shrewd political calcula­
tor with a serious expression and a sober 
manner, he was then leading a group of 
defectors from . the ruling Social Demo­
crats to the opposition PMDB in the elec­
toral college that would choose the next 
president, in 1984. 

The college had been set up by the 
army and was stacked to ensure that, 
after 20 years of military rule, the next 
president would be handpicked by the 
outgoing General Figueiredo. The army, 
however, chose such a lamentably unsuit­
able candidate in Mr Paulo Maluf that Mr 
Sarney and others threw their lot in with 
the veteran Mr Tancredo Neves, a cheer­
. ful, honest, wizened politician of the 
centre, supported by the PMDB. His selec­
tion, with Mr Samey as his vice-presi­
dent, deflected the massive popular pres­
sure for a direct presidential election. 

Mr Neves died on the eve of taking 
office and the improbable Mr Sarney 
stepped up. His accession was made pos­
sible by a decision by the PMDB's veteran 
parliamentary leader, Mr Ulysses Gui­
maraes, not to press his claim--or that of 

· his party- for the top job, or to agitate 
for immediate direct presidential elec­
tions. Lacking charisma and authority, 
Mr Sarney struggled through his first year 
as a kind of cuckoo president, imposed 
upon another party. It did him little 
personal good, however. The right-of­
centre party he originally came from was 
trounced in November's congressional 
and state elections: the Brazilian Demo­
cratic Movement Party won 225 seats in 
the 559-strong congress, compared with 
136 for Mr Sarney's conservative Liberal 
Front Party and its smaller allies. After 
the collapse of the Cruzado Plan, his 
position is still weaker. 

His authority has been ebbing steadily. 
When "Cruzado Two", the second set of 
unpopular economic measures, was de­
cided upon last November, the president 
consulted only Mr Guimaraes in order to 
secure PMDB support. This created such a 
storm among party members that a full 
meeting of the party and its kingpins, the 
governors, had to be convened to secure 
approval for this year's austerity 
measures. . 

Mr Guimaraes is the link between the 
president and the majority party in con­
gress. Tall, slow-worded and tortoise-like 
in appearance, he is president of his party 
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Fragile link: Sarney and Guimaraes 

as well as of congress and the assembly 
now writing a new constitution. His policy 
has been to beha,ve so reasonably that 
Brazil's fidgety army will be denied the 
opportunity of staging another coup. 
Rather than press for direct elections 
immediately, he preferred to wait for the 
new constitution, which would set a presi­
dential term; at the end of this, in due 
course, there would be a direct election to 
pick a successor to Mr Sarney. 

The key issue is how long due course is. 
Both Mr Guimaraes and the outgoing 
governor of Sao Paulo, Mr Franco Mon­
toro, the kingpins of the PMDB, are in 
their 70s, and are thought to favour an 
early election. If a four-year term is 
chosen, a presidential election would take 
place as early as next year. If six years, as 
Mr Sarney wants, he will be something 
less of a lame-duck president-but Brazil 
will continue to be run by a man who was 
not popularly elected. Mr Brizola, the 
outgoing governor of Rio and the govern­
ment's most dangerous critic, is scathing 
on this point: 

This is a transitory presidency. Sarney had 
an important historic mission to lead us to 
the promised land, out of captivity in Egypt. 
Instead he has stopped to worship the Gold­
en Calf. His only legitimacy was in being 
transitional . 

Mr Brizola believes that Mr Sarney 
should have presided over a constituent 
assembly over the past couple of years, 
then held direct elections this year. In­
stead Mr Sarney has been trying to sort 
out Brazil's problems, to disastrous ef­
fect-"controlling inflation by decree, by 
signing a paper. Bang, inflation ends. It 
couldn't work, because he lacked the 
authority." 

Mr Brizola and others fear that, losing 
support, Mr Sarney may have to depend 
upon repression to impose austerity­

army. This is a touchy subject in Brazilian 
politics. The soldiers' peaceful withdraw­
al from power and their comparatively 
humane human-rights record during their 
last years in power (under the repressive 
General Medici in the late 1960s, the 
army was a lively innovator in torture) 
.have left a less sour aftertaste than in, 
say, Argentina. There have been no calls 
for those who committed human-rights 
violations to go on trial. 

But the vigour with which the army 
suppressed criticism and strikes is well 
remembered by the left. Few Brazilians 
'doubt that the soldiers would step back 
in, given the opportunity. "We'll wait for 
the politicians to make a mess of things; 
then we'll come back", said a young 
Brazilian army major. The army's contin­
ued interest in politics finds expression in 
its elite think-tank, the Escola Superior 
da Guerra. So sophisticated is the politi­
cal debate within the army that in 1974 a 
kind of general election among several 
hundred senior officers was held, which · 
put the (relatively) liberal candidate, 

which could lead him to depend on the Always present, always watchful 

General Geisel, into office. 
Yet the economic collapse of the 1980s 

badly dented public respect for the armed 
forces. Among senior officers there 
seems no desire to step back into the 
political spotlight. Rather, the soldiers 
want to act as the bottom-line defenders 
of Brazil's institutions. This at least is the 
wish of the constitutionalist army chief, 
General Leonidas Pires. Brazil's other 
top soldier, General Goes Monteiro, who 
heads the Supreme National Council of 
Security, the main intelligence service, is 
said to be tougher. 

The government's left-wing critics view 
with suspicion the decision in January by 
President Sarney to revive the Council of 
Economic Development, set up by a 
previous military government, which will 
include not just the economics ministers 
but two top generals. Mr Sarney's pur­
pose seems to be twofold: to get the 
backing of the top brass if tough action 
has to be taken- thus, while ostentatious­
ly consulting them, making it difficult for 
them to criticise him. 

The army's role in suppressing last 
December's general strike has also been 
observed with raised eyebrows. In Sao 
Paulo, the state police, uncler the order of 
the central government, stood aside while 
the soldiers pushed past the picket lines at 
a steel mill. In Rio , the army was out on 
the streets in tanks, supposedly to thumb 
its nose at the man the generals most 
dislike, Governor Brizola. 

A Brizola presidency is considered the 
event likeliest to provoke a military coup 
in Brazil. Mr Brizola, questioned on the 
subject, is teasing. He claims that he has a 
"love-hate relationship" with the army 
(most people consider the love to be 
missing), which he claims, is "the back­
bone of the nation". He suggests that Mr 
Sarney's disastrous economic policies are 
leading Brazil towards a military coup-a 
suggestion that brought an instant rebuff 
from the army chief, General Pires. Mr 
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Brizola seems almost to be flirting with 
the nationalism of his old martial adver­
sary. The low salaries of senior officers­
a colonel with 35 years service earns 
around $22,000 a year-may be radicalis- . 
ing officers, and certainly makes them no 
lovers of the well-heeled private sector. 

The role of the armed forces is one of 
the principal points being debated in the 
constituent assembly which first met on 
February 1st. A large section of the ruling 
party, the PMDB, is pushing for a constitu­
tional change which will limit the army's 
role to that of defending the nation from 
external, rather than internal, threats. 
Under military pressure, this proposal is 
not expected to pass. 

There is a range of other thorny issues 
to be debated in the assembly: 
• A commission set up under an eminent 
jurist, Mr Afonso Arinos, to produce a 
constitutional blueprint has reported 
back to the president that it favours 
writing a 40-hour working week, "just" 
pay rates anq the right to strike into the 
constitution. The first two proposals 
could be wildly expensive for industry. 
• Many congressmen want Brazil to set 
aside sectors of the Brazilian economy as 
"market reserves" , from which foreign 
competition would be banned. This 
would probably draw retaliation from 
abroad. 
• More sensibly, the commission has 
proposed that the tussles between presi­
dent and congress be resolved by setting 
up a mixed European-style political sys- · 
tern. Specifically, a directly elected presi­
dent would share power with a prime 
minister responsible to parliament, as in 
France. A German-style electoral system 
would be introduced, under which half of 
congress would be chosen through party­
list proportional representation and half 
through single-member constituencies. 

If the Brazilians opt for such a system, 
they will be heavily diluting Latin Ameri­
ca's tradition of a strong presidency­
which is tempting to putschist generals 
and demagogues alike-and maybe mak­
ing a leap towards democratic maturity. 
Brazil's previous attempts at democracy 
have foundered on the clashes between a 
powerful executive and a free-spending 
congress; a system of closer co-operation 
could prove more manageable. 

Many people believe that Brazil may 
soon evolve away from its American-style 
personality-and-patronage politics (a 
kingpin president and powerful governors 
who more or less run the state congress-

. men), towards more ideological parties. 
The left of that great umbrella party, the 
PMDB, may join up one day with Lula's 
Workers' Party and Mr Brizola's Labour 
Party ; already Mr Brizola is wooing Lula 
for his support in the presidential elec­
tion. On the right, a former conservative 
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president, Mr Janio Quadros, now seems 
to be pushing the untried governor of Sao 
Paulo, Mr Orestes Quercia, as a presiden­
tial hopeful with the backing of the 
PMDB's conservative wing. 

The hardening of Brazil's democracy in 
the mould should be interesting to watch. 
Some fear , however, that it could be 
knocked over first. In early December, 
following the second Cruzado plan, a 
mob materialised from nowhere in Brasi­
lia, that most sterilised of capitals, and set 
off down the ministerial avenue, demon­
strating in front of the finance ministry , 
then setting fire to several cars and loot­
ing shops farther down, while the presi-
dent attended Mass across the road. · 

Official Brazil, which had never seen 
anything like that before, was shocked. 
The capital, with its wide avenues, is 
easily policed; it seemed astonishing that 
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a riot of the kind that might happen in Sao 
Paulo could happen there. The Workers' 
Party was thought by its opponents to be 
behind "the trouble, although others sug­
gested that far-right agents provocateurs 
had a hand in it. 

There are those who fear that, as the 
economy deterioriates and tough mea­
sures have to be taken, the constituent 
assembly could find itself deliberating 
with angry demonstrations taking place 
outside, and be pushed into adopting a 
more radical constitution than it would 
prefer. Almost certainly the army would 
then step in, spelling a premature end to 
Brazil's hopeful democratic experiment. 
The next year will be crucial to the 
establishment of Brazil's democracy and 
its claim to be mature enough to take its 
place among the world's politically devel­
oped nations. · 

Revolution in the fields 
Taking from the idle rich and giving to the poor 

Agriculture, or rather land reform, has 
long been a political cauldron in Brazil. 
The Sarney government came into office 
pledged to an ambitious programme of 
redistribution of land from those unwor­
thy wealthy farmers who leave their acres 
lying fallow to the landless poor. The 
reform ran into tough opposition from the 
landlords, which has slowed it down to 
walking pace. 

Now it seems to be speeding up again. 
Clashes between the landless , moving 
onto farms and then being pushed off 
them by ·gangs hired by the landowners , 
have been widespread, with many lives 
lost. The minister for agrarian reform, Mr 
Dante de Oliveira, claims that such clash­
es had been frequent, but unreported, 
before the reform was introduced and are 
now in any case beginning to taper off. 

In Brazil, everything is big, and the 
scale of the reform is ambitious by any 
standard. The plan is to expropriate 
around 107m acres , an area the size of 
Spain, and to settle around 1.4m families 
(7m people) the.re . The idea is to boost 
the small proportion--<:urrently 3.2m 
people of the 12.6m who work on the 
land- who own economic farms. At the 
moment, Brazil has around 300,000 big 
landowners, 3m agricultural workers, 2m 
smallholders who are pressed · to make 
ends meet , 3m people with slightly larger, 
more viable farms , 2m seasonal workers 
and around 2m who appear to derive no 
living at all. 

A timetable was drawn up under which 
150,000 families would receive their prop­

. erties last year, 300,000 more this year, 
450,000 in 1988, and 500,000 in 1989. The 
operation is well behind schedule, as 

landowners fight the . expropriations · 
through the courts and resort to strong­
arm methods; but it is speeding up. 

The government has set up a points 
system to determine the value and size of 
a property. Any property worth under 
600 "points" is exempt from the reform. 
Compensation is paid on property values 
that are based upon (usually understated) 
tax returns made by landowners. If a farm 
of over 600 points is being fully utilised, it 
is reckoned to be a " rural enterprise" , not 
a "latifundia" and therefore exempt from 
land reform. If land is lying idle, it is up 
for grabs. 

The landlords complain that Brazil, 
with its enormous tracts of empty land, is 
hardly a suitable case for what Mr Oli-
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veira calls "the most revolutionary land 
reform programme ever undertaken in 
peaceful, democratic conditions". The 
minister replies that where there is land, 
there are no people, and where there are 
people, there is little land. Some 45% of 
the land being expropriated is in the 
north-east, where some 600,000 families 
are to benefit, although as many as 
107,000 families should benefit from the 
redistribution of 17,000 square kilometres 
in Sao Paulo state. The best new empty 
part of Brazil now being opened up is in 
the south-west, relieving the pressure on 
land in the south, but too far away to 
affect the north-east. 
' Mr Oliveira's other priority is to try to 

reduce the number of uneconomic small­
holdings of 25-30 hectares or below by 
making credits available for farmers to 
buy each 'other out, and by encouraging 
the pooling of resources-s4ch as tractors 
and fertilisers-between them. Adding a 
touch of 'revolutionary zeal, the bushy­
bearded Mr Oliveira claims he is trying to 
increase the "collectivist spirit" in farm­
ing-which makes him even less palatable 
to the landowners. 

Unlike many agricultural reforms in 
other countries, this one does not seem to 
have damaged production. This year the 
country is set for a record harvest: the 
crop of com, rice and soya is expecte<l to 
top 62m tonnes, compared with an annual 
average of 50m tonnes over the past 
decade, with corn rising by 21 % since 
1986, to 28m tonnes, beans by 21 % to 
2.7m tonnes, soya by 19% to 16m tonnes, 
sugar by 5% to 272m tonnes, rice by 4% 
to llm tonnes. Only manioc, up 1 % to 
27m tonnes, and cotton, down 13% to 2m 
tonnes, are expected to lag. 

Apart from good' weather, one expla­
nation for this success is the way that well­
off farmers have stopped playing the 
money market during the past year, and 
ploughed their profits back into improv­
ing the land. Also, more money in Brazil­
ian pockets has led to a surge in demand 
for food-and many farmers responded 
by temporarily withholding produce from 
the· market, adding to a shortage which 
caused meat virtually to disappear even 
from the tables of the rich. 

The government is on sounder ground 
in trying to get the country's system of 
agricultural support changed. At the mo­
ment, huge quantities of money are wast­
ed as the government buys from produc­
ers at guaranteed prices and sells cheaply 
to consumers. The wheat subsidy is reck­
oned to cost $1.4 billion a year, the sugar 
subsidy some $500m. The minister of 
agriculture, Mr Iris Rezende, who is 
himself a farmer, is thinking of issuing 
bread and milk coupons to the poor, 
while allowing other prices to float up to 
their proper market value. The govern-

ment last year bought some 2m tonnes of 
cut-price wheat from Argentina, at a cost 
of $110m, in an attempt to force Brazilian 
producers to be a little more competitive. 

Brazil's other perennial headache has 
been its policy of promoting export crops 
at the expense of crops for the domestic 
market. Between 1967 and 1977, there . 

. was a 13 % r_ise in the production of 
export crops, compared to a 1. 7% in­
crease in food for the domestic market. · 
Mr Rezende is seeking to put this right by 
pushing for self-sufficiency in rice , wheat, 
beans and milk. He has plans to increase 
grain production over the next three years 

to around 72m tonnes. An ambitious 
system of rural credits, costing some $2.7 
billion, will be used to encourage farmers 
to produce for the home market. 

Soil-improvement programmes are de­
signed to bring the barren Mato Grosso 
plateau into production. In the north­
east, ambitious irrigation schemes are 
under way. Finally, a south-north "grain 
railway" is being built, running all the 
way from Goias to Brasilia to the port of 
Sao Luis, linking the· country's grain­
producing areas with the export markets 
of Europe and North America-if these 
are not entirely closed by trade wars. 

The good, the bad and the . 
expensive 
In industry, the Brazilians think big and sometimes fail spectacularly 

The biggest myth about Brazil's industrial 
"miracle" is that it is an example of free­
market economic development. In fact, 
the country's economy is one of the most 
state-dominated outside the Soviet block. 
The military men or politicians who run 
the government and the men who direct 
the bureaucracy and major state · enter­
prises are extremely powerful. Some 60% 
of Brazilian industry is in the hands of the 
state, while the multinationals and the 
local private sector divide up the rest. 

Both grumble bitterly about the way 
the state creams off 70% of the country's 
savings; yet domestic savings form only a 
part of the capital used for the country's 
growth. Much of the rest comes from 
borrowing abroad, a debt which, the 
planners believe, will one day be re­
deemed when productive investment 
comes on line. 

That is fine, when the investments 
indeed turn out to be productive. Many 
have been. But the trouble with a centra­
lised economy, as Soviet planners have 
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found , is that appalling mistakes can be 
made. A glance over the recent big in­
vestments shows the duds and the jewels: 
• The biggest mistake of recent times 
was certainly the failure of Petrobras, 
Brazil's giant state oil company, to em­
bark on a big programme of oil explora­
tion during the 1970s, to reduce the 
country's mushrooming import bill. Bra­
zil being the size it is , it was only a matter 
of time before oil would be found; and 
now, belatedly, it has been. 

Instead the country embarked on a 
ruinously expensive programme to substi­
tute alcohol for oil. The best things that 
can be said about this programme are that 
it created a lot of jobs and that this source 
of renewable energy can be set against a 
day when oil prices hit the stars again 
(gasohol costs the equivalent of an oil 
price of $40 a barrel). Worse still, Petro­
bras, which produces oil at around $18-20 
a barrel, has to raise its prices artificially 
high to make the gasohol competitive, 
and-adding insult to injury- pay the 

Oil: 

1979 84 92 projection 1970 72 74 76 78 

Sources: Ministry of Mines & Energy: Petrobras 
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difference into a fund to offset the gov­
ernment's losses in the gasohol 
programme. 

Ordinary Brazilians grumble that the 
fuel (which comes in two forms, hydrated 
alcohol, which is pure, and anhydrous , 
which is four-fifths oil, one-fifth alcohol) 
is bad for their car engines. Yet around 
nine-tenths of cars now use the stuff. 

Petrobras's misjudgment of those days 
is set out in a book by one of Brazil's best 
journalists, Mr Alberto Tamer: 

The production of oil was neither increased, 
nor the growth of consumption reduced. On 
the contrary, this continued to grow every 
year .. . while other major industrial na­
tions revised their energy programmes . . . 
Brazil expanded as if there was no threat at 
all. 

He points out that while domestic produc­
tion stagnated at around 170,000 barrels a 
day during the 1970s, consumption in­
creased from 500,000 barrels a day in 
1970 to lm in 1980. As a result of the 
OPEC price hikes, Brazil's oil bill went up 
from $280m in 1970 to $10 billion in 1979. 
Petrobras's response was to increase its 
refining capacity and reduce its spending 
on offshore exploration, while the gov­
ernment's answer was to go all out for 
gasohol. 

Now that Petrobras has been looking 
for oil , it has found it. Production is 
running at around 600,000 barrels a day , 
60% of it coming from the Campos field 
off Rio de Janeiro. The country's reserves 
are estimated at 2.3 billion barrels . A 
major field , Albacora, just beyond Cam­
pos in the deepest water ever to have 
been explored (1,165 metres) , is reck­
oned to have over 3 billion barrels and 
will allow Brazil's production to be dou­
bled, making it self-sufficient in oil. 

In the Amazon basin , after 30 years' 
rather desultory searching, Petrobras is 
"very optimistic" about a big find at 
Uracon. A glance at Brazil's sedimentary 
basins suggests there are plenty of other 
places to look. Petrobras, which is housed 
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inside the biggest office block in Rio de 
Janeiro, a monolith shaped like a Rubik 
cube, has been taken in hand by its new 
president, Mr Ozires Silva, the founder of 
the startlingly successful Brazilian aircraft 
manufacturer, Embraer. 
• The Itaipu hydro-electric project was 
equally criticised in its time, although 
most people now reckon that the $15 
billion which will be spent on it altogether 
will be justified. It is, quite simply, the 
biggest hydro-electric plant in the world. 
Its dam, at 600 feet the world's highest big 
dam and at Sm cubic metres the world's 
largest , spews out a thunderous overflow 
from the 170 kilometres of dammed-up 
lake behind it . (Even this , however , pales 
by comparison with the natural wonder 
down the river, t.he spectacular lguazu 
Falls.) The real work is done by the water 
flowing down huge pipes into six concrete 
turbines below the dam. Each turbine 
generates 700MW. Three more are to 
come on stream every year, up to a total 
of 18, with a peak capacity of 12,600MW. 
The volume of concrete that was being 
poured into the dam each month while it 
was under construction was the equiva­
lent of three times the concrete in Rio de 
Janeiro's Maracaibo football stadium, it­
self the largest in the world. 

Four-fifths of the money for the project 
was put' up by Brazil and one-fifth bor­
rowed abroad. Itaipu is supposedly a joint 
project with Paraguay (around $3 billion 
of the construction costs have gone into 
the Paraguayan economy); yet that coun­
try will use up less than half the output of 
one turbine at Itaipu. The rest will go to 
meeting Brazil's soaring energy demand: 
it already supplies a tenth of the total and 
by 1990 is expected to supply around a 
third of the surrounding area's needs. 

· Hydro-electricity supplies around 30% of 
Brazilian energy. 

Mr Mario Bhering, president of Eletro­
bras, Itaipu's parent company, points out 
that with the demand for electricity rising 
by 10% a year, Itaipu was less a farsight­
ed investment than a dire necessity. The 
Tucurui power project, around a third of 
the size of Itaipu, is also expected to help; 
another dam is being looked at on the 
River Uruguay, between Brazil and 
Argentina. 
• One obvious white elephant in the 
energy sector has been the country's 
nuclear programme, which cost $2.5 bil­
lion and ended in only two of eight power 
stations being started, contributing an 
expensive fraction to Brazil's production 
of electricity. West German technology is 
being used for the reactors . . 
• Another state colossus long accused of 
wasting money, in consort with Brazil's 
huge construction lobby and the senior 
generals linked to it, was the National 
Roads Department. During 1972-82 there 
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was a huge expansion in Brazil's road 
network to around 1.6m kilometres, of 
which 45,000. are paved highways. The 
programme ran out of money between 
1982 and 1985, but that year received an 
injection of $1 billion in new money to 
maintain the roads. 

The purpose of the programme, which 
is mapped on the next page, was less to 
bring roads to where the traffic was (Rio 
and Sao Paulo, to this day, remain a 
motorist's purgatory) but, as part of the 
army's dream, to open up the Brazilian 
interior. All Brazilian state capitals are 
now linked with paved roads- with the 
exception of Rio Branco , which is shortly 
to be connected to· Porto Velho . The 
Amazon roads are very poor in patches, 
particularly the jungle stretch between 
Manaus and Porto Velho, and cost a lot 
to maintain. 

Mr ltalo Mazzoni da Silva, planning 
director of the National Roads Depart­
ment, admits frankly that the Trans­
Amazon Highway is "not justified by the 
traffic, but by the decision to link the 
region with the rest of the country. There 
is still very little traffic on it. " He also says 
that the Amazon river is good for cargo 
traffic, but argues that the road is much 
quicker. 

The road system was meant to attract 
migrants frcim the impoverished north­
east in the Amazon to the south. "The 
trouble is that it didn't happen. Instead, 
200,000 southerners a year have been 
trekking up from the states of Rondonia 
and Rio Branco to settle in the western 
state of Acre." 

Mr Mazzoni da Silva is dismissive of the 
environmental objections to roads being 
constructed in the Amazon: " Anyone 
who knows the size of the Amazon will 
know that one road isn't going to hurt it. " 
The road agency's main priority for the 
future is a paved road running up from 
Manaus to join the pan-American high­
way coming down from the north, which 
to the chagrin of the Brazilians, is already 
paved on the Venezuelan side. Overall, 
the road network represents a massive 
Brazilian investment with extremely slow 
returns. 
• A successful project has been the iron 
ore mine, railway and port of Carajas in 
the Amazon. This year the complex is 
expected to produce 35,000 tonnes a year 
from reserves of 18 billion tonnes 
(enough, it is said, to last to the year 
2500). Nearly $6 billion has been spent on 
developing Carajas, the largest iron-ore 
project in the world. This treasure moun­
tain also contains around 1.2 billion 
tonnes of copper , 75m tonnes of manga­
nese and 48m tonnes of bauxite. 
• A smaller, private enterprise project in 
the Amazon has been the gold rush to 
Sierra Pelada, which attracted around 
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10,000 prospectors to mine around $1 
billion-worth of gold in four years. 
• A second big railway to take iron ore 
from Minais Gerais to the steel mills of 
Sao Paulo had to be abandoned after $2 
billion had been wasted. 

Thinking as before 
Future big projects, on the scale of Itaipu, 
the road programme or the gasohol disas­
ter, seem to be out for the time being. But 
that does not mean that Brazil's state 
industries have any intention of slowing 
down. Last year the government 
launched a "compulsory savings" pro­
gramme of $8 billion for development­
which is one and a half times the existing 
assets of the National Development 
Bank, the responsible agency. "We are a 
country that has developed enormously 
but still has huge potential for develop­
ment," says the industry minister, Mr 
Jose Hugo Castelo Branco. "We need an 
industrial base for our large internal mar­
ket of 135m people . . . Our internal 
consumption is still very small." 

Mr Castelo Branco's priorities are to 
develop steel and aluminium production; 
to expand petrochemicals, paper, cellu­
lose and fertilisers; and to increase car 
production from 1.6m units annually to 
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2.3m by 1995. He sweeps away doubts 
that this can be achieved. " In 1955 Presi­
dent Kubitshchek set a target to increase 
steel production from lm to 2m tonnes 
within five years. They said he couldn't 
do it. He did, and today steel production 
is 23m tonnes. " 

One problem now being tackled is that 
of lifting the massive foreign debts in­
curred by state companies like Eletrobras 
and Sidebras (the steel monolith) so as to 
get them on a firm financial footing. The 
government is taking over the debt, which 
seems reasonable, as these companies 
were used as convenient vehicles to cap-

. ture foreign loans. Eletrobras, for exam­
ple, owes around 10% of Brazil's external 
debt; the money was used, says its boss, 
MrBhering: 

To form the Figueiredo government 's fam­
ous financial packages ... to capture mon­
ey in Europe, mainly, and Japan, buying a 
certain amount of equipment and borrowing 
a parallel amount. The result was that the 
sector accumulated a debt bigger than was 
required and bought equipment at the wrong 
time. 

The turbines at Xingo for the Sao Francis­
co hydro-electric project have not been 
used to this day. 

One of Brazil's most booming state 

enterprises today is arms production, a $3 
billion export industry. The Urruta and 
Cascavel armoured cars are now being 
exported to the Middle East; Iraq -has 
bought Astro rocket launchers. Other 
products include M-113 armoured person­
nel carriers, Dodge VTE-M37 tanks, and 
Charruas (a kind of giant tank equipped 
with anti-aircraft guns, missile launchers 
and 155mm guns) . A new type of vehicle 
for rough terrain, a spindly cross between 
an armoured car and a moon buggy, is 
now winning advance orders. 

Mr Castelo Branco argues that the 
private sector "must be the locomotive of 
Brazil's development". Mr Sarney is ap­
parently committed to "privatisation" . 
This is happening to the marketing of 
coffee and to some shares in blue-chip 
companies like the steel producer, Vale 
do Rio Doce. A new road in Rio is also to 
be put out to tender to private companies. 
But any real shift to the private sector is 
likely to be slow in coming. 

Brazil's private companies, dependent 
on state patronage and unable to grow at 
the same rate as the money-printing pub­
lic sector, nevertheless have been surpris­
ingly resilient. An aircraft manufacturer, 
Embraer , which started in 1971 with the 
small Bandeirante passenger plane (400 
have been sold to date) and which recent­
ly sold 120 Tucano trainers to the Royal 
Air Force, is now the sixth biggest aircraft 
manufacturer in the world. 

Embraco, a Brazilian compressor man­
ufacturer, has gobbled up about 10% of 
the world market. Mr Roberto Marinho, 
a kind of Brazilian Rupert Murdoch, has 
created a newspaper and television chain 
that stretches to Europe. The more tradi­
tional Mesquita family has built up a 
newspaper empire that includes the Es­
tado do Sao Paulo. 

Car manufacture is the province of the 
multinationals, which have sunk around 
$500m in investment into the country. 
The main companies are Ford, Fiat, 
Volkswagen and General Motors. Faced 
with rising labour costs and increasing 
competition, Volkswagen and Ford have 
decided to merge their operations in 
Brazil and Argentina. Ford's managing 
director in Brazil , Mr Wayne Booker, 
says that the two have "complementary" 
assembly lines; the hope is to set up a 
more automated production line. The 
joi.nt company, Autolatina, will, it is 
hoped, produce goods worth $4 billion a 
year and will employ 77,000 workers ; as 
the world's eleventh biggest car producer, 
it will have around two-thirds of the 
Brazilian market and a third of the Ar­
gentine market. 

Sales of Fords, in Brazil were up last 
year by 30-40% , and the increase might 
have been much greater but for a short­
age of c~pacity, raw materials and a series 
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Learning the Score. In Latin America 
It Can Be the Toughest Part 

Of Winning The Game. 
This Makes It Much Easier: 

Latin 
America 
at a Glance 
A Comprehensive 
Guide for Business 

I 
--lo&d111ngo _.,Lotln_ 

A new management tool from Business International gives you a better chance of keeping 
up with the rules in Latin America and figuring out whether things are going your way or 

not. _The tool is Latin America at a Glance: A Comprehensive Guide for Business, a con­
cise 56-page presentation of tables and fact sheets on regionwide business regulations and 
statistics. · 
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Sao Paulo, Sao Paulo . • 

Even a continental country like Brazil 
has its key city, by which foreigners 
judge it. New York (not Washington) is 
the United States; London is Britain; 
Paris is France. Most people know Brazil 
by Rio de Janeiro, its one-time capital 
and now a pleasure city. They should 
turn their eyes towards Sao Paulo. 

To those accustomed to the capitals of 
developing countries, with their small 
skyscraper centres necklaced by slums 
and even to those used to the higher and 
wider skyline of Manhattan, the sheer 
scale of · Sao Paulo is a surprise. The 
incoming aircraft takes the visitor over a 
massive sprawl of wood-and-tin slums, 
that dwarfs most others he is likely to 
have seen; then over industrial complex­
es that str_etch for several miles; then 
over dreary high-rise tenements like 
those of New York, -only shabbier and 
more uniform; and then over hundreds 
of skyscrapers, built in separate clusters, 
each a mini-metropolis in itself, connect­
ed by crammed, space-age highways and 
underpasses. The Sao Paulo city-centre 
office blocks are by now tatty and grey 
compared with the glittering black glass 
and mirror exteriors of the soaring 
spheres and pyramids of the newer 
suburbs. 

It is, in many respects, a ghastly city, a 
nightmare of unplanned growth. 
Through Brazil's two economic booms, 
hundreds of thousands of impoverished 
Brazilians poured into Sao Paulo, found­
edinitially on coffee wealth, and created 
its huge industrial base. Inadequately 
fu nded urban planners struggled in the 
rear to make the city tolerable. The 
Paulista middle class was swollen by 
Italian, Japanese and Arab immigrants, 
who came to make their fortunes. 

Sao Paulo today has a population of 
10m, while Greater Sao Paulo, which i's 
the biggest urban sprawl in the southern 
hemisphere, has a population of 14m; 

this area of 30,000 square kilometres 
includes the industrial cities of Santo 
Andre, Sao Bernardo do Campos, Sao 
Caetano and Diadema (known as the 
ABCD towns). In the 1970s the city was 
growing by 500,000 a year and seemed 
set to reach 26m by the end of the 
century , a figure which has now been 
shaved to 22m. 

Name a problem, and Sao Paulo has 
· it. There is the problem of transporting 

people to and from work, which adds up 
to about 15m journeys a day. Around 
9,000 buses carry 7m people: rush-hour 
buses carry double their capacity, leav­
ing many passengers hanging on the 
outsides from the windows. The . long­
overdue subway and suburban railways 
carry around l½m people a day-again, 
at double their capacity. Many people 
spend three or four hours a day travel­
ling to and from work. 

Then there is the problem of housing. 
Nearly 2m people live in favelas (shan­
ties) on the peripheria · (outskirts). 
Around 130,000 live in shanties farther 
in. Around 600,000 live in corticos 
(slums). Only about a third of Sao Pau­
lo's houses have drains and only just 
over half have piped water; around a 
tenth of the houses lack electricity; and 
more than half are unconnected to a 
paved road. An urban health report 
pointed out that "in general people 
make use of open holes, dry lavatories 
and septic tanks . · . . and drink water 
from shallow wells, which are usually 
contaminated by the proximity of the 
open holes" . 

Sao Paulo has an average of 4.5 square 
metres of green space for each inhabit­
ant, compared to an international, rec­
ommended minimum of eight . The in­
fant mortality rate , which had · been 
declining slowly until 1960, rose by near­
ly half over the next 15 years. Sao Paulo 
has one of the highest murder rates of 

any city in the world and, always up to, 
date with its ailments, has one of the 
highest incidences of AIDS. The city has a 
truly appalling rate of industrial acci­
dents: around 700,000 a year, affecting a 
quarter of all workers, three times the 
equivalent in the developed world. 

The price of an industrial revolution 
comparable to that of early Victorian 
Britain has been high . But Sao Paulo has 
become a powerhouse: it produces two­
fifths of Brazil's industrial output, and 
Sao Paulo State produces more than 
half. Its GDP of $75 billion is second only 
to Mexico's in Latin America and ranks 
it among the 20 strongest economies in 
the West. 

The city has more than 290,000 busi­
nesses; it also has one of the highest 
levels of German investment in 11ny one 
city, including West Germany, in the 
world; and it is the home of Brazil's 34 
private banks as well as 17 foreign banks. 
The city has three of Brazil's best news­
papers, the Estado de Sao Paulo and the 
slightly racier Falha de Sao Paulo, along 
with a local Wall Street Journal, the 
Gazeta Mercantil. (Brazil's fourth broad­
sheet is the Rio-based Jornal do Brasil.) 
There are three main weeklies , Veja, 
Visao and Senhor, and no fewer than 337 
radio stations and seven television 
stations. 

Sao Paulo, like New York, is divided 
into ethnic neighbourhoods-Japanese, 
Italian, Jewish, Korean and Syrian-Leb­
anese. Like New York, though at a 
lower level , it has a thriving cultural life: 
there are 48 museums and 34 theatres. 
Music and plays thrive, while cafes and 
restaurants buzz with discussions about 
women's rights and herbal medicines. 
Sacred to the city, however, is the work 
ethic: office workers think nothing of 
leaving for work at 6am and staying on to 
9 or 10pm at night. That, rather than 
economic management , is the explana­
tion for the Brazilian miracle of the past 
40years. 

Fun-loving 
By contrast, Brazil's second city, Rio de 
Janeiro , is an idler , its tenth of Brazil's 
population producing 16% of the coun­
try's income. The city is not as badly 
planned as Sao Paulo: high-rises are 
crammed between mountain fingers 
stretching out to the sea. A new motor­
way links these by tunnel where, until 
recently, only a paralysed, waterfront 
two-lane highway used to carry around 
.240,000 cars a day. 

To the north lies the industrial heart­
land, the home of samba schools and the 
world's biggest football stadium, the 
Maracaibo, leading down to the city's 
dockland . In the middle lies the city 
centre, where ambitious skyscrapers 
mingle with what remains of the city's 
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colonial past, buildings such as its lovely , . 
French-style laranjeiras ( orange grove) 
governor's palace. 

Farther south lie the fleshpots, the 
beach of Copacabana and the more ex­
clusive beaches of Ipanema and Leblon, 
with their wall-to-wall carpeting of some 
of the best-endowed bodies in the world 
patched over with some of the smallest 
bikinis. It is easy to sneer at the skin­
deep values of hedonistic Rio, the plastic 
surgery capital of the world; yet so many 
people , relishing outdoor, sun-loving, 
finger-tapping, samba-bopping life­
styles, seem to be enjoying themselves. 

The dark side of Rio is its grimy north 
side and the shanties that cling like a 
weedy growth to the hillsides. Its crime 
rate, with around 3,500 murders last 
year, is ne~rly double that of New York. 
But where else in the world would the 
then state governor-the nearest thing 
Brazil has to a committed socialist­
admit that , to have a good time , he picks 
up a helicopter for a ride to a deserted 
beach? 

The great mistake 
Sao Paulo is Brazil's centre of private 
capital while Rio acts as headquarters to 
many public enterprises , such as Petro­
bras, the state oil company. Government 
employees and foreign embassies had to 
have their arms twisted to relocate to 
Brasilia, the capital set up in the outback 
1,000 kilometres from Rio. Its builder, in 
the late 1950s, was President Juscelino 
'Kubitschek. Its initial cost was some $12 
billion-more than the entire stock of 
domestic and foreign currency in the 
country when building began. The cre­
ation of Brasilia was criticised then as the 
greatest mistake in the country's history; 
there is no reason to revise that opinion . 

Brasilia is an example of overplanning 
that makes the visitor yearn for the chaos 
of Sao Paulo. The city has some of the 
worst examples of late 1950s modernism. 
A gauntlet of identical concrete blocks-­
Brazil's ministerial Whitehall-runs 
down to the Congress building, a flat 
slab surmounted by two vertical slabs, 
with a giant saucer perched on one side 
of the roof and an upturned saucer on 
the other. This correspondent has Jong 
been curious about what happened to 
the rainwater in the saucer: did they let it 
out of a plughole at the bottom? The 
answer became clear from the window of 
a ministry that overlooks Congress: the 
saucer has a cover. Inside , the legislature 
looks worse than outside: its purple 
carpets, giant mirrors and loudspeakers, 
which broadcast the proceedings of the 
chambers to every corner of the build­
ing, are like a German expressionist 
nightmare. 

Brasilia's cathedral , guarded by four 
gloomy Giacometti-style giants (the four 
evangelists) is a kind of glass wigwam. 
The city's newest adornment is a tomb 
for the great moneywaster , Juscelino , 
which looks like the Lenin mausoleum 
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laid out by the set designer of the film 
"2001" . A statue of the unhappy Jusce­
lino is stranded at least a hundred feet 
high in a stone crows' nest, with no way 
down, waving for help. , 

Yet Brasilia is not entirely devoid of 
architectural merit : the low-key, two­
storey presidential palace, ·the Pianalto, 
is pleasant and effective, although 
spoiled somewhat by the Flash Gordon­
style plumed lancers that guard the 
place. And the foreign ministry, the 
Itamaraty, is a magnificent laid-back 
building, surrounded by moats and Hen­
ry Moore statues, with a stylish empty 
interior. 

In the middle of this hangs a curved, 

Carnival In Rio 

circular staircase , with the effect of a 
ribbon in the wind. The building has its 
dangers for the tipsy politician or diplo­
mat, however: the staircase has no rail, 
presumably for greater elegance, and 
there is a road through the interior of the 
building up to the first floor and down 
again, so one can be run down by a fast 
car in the corridor outside the permanent 
secretary's office. 

The rest of the city is awful. The 
pedestrian has no place in the giant up­
and-under freeways. Brasilia is divided 
into sectors-a shopping sector, a hotel 
sector, a banking sector and so on-that 
make Britain's new towns look friendly. 
In the embassy sector countries vied with 
one another to build the most futuristic 
embassy, the British for once placing one 
of their modern architectural marvels in 
an appropriate place (unlike, say, 
Rome). 

The Brazilians mischievously put the 
American and Russian embassies next to 
one another, so the Americans put their 
entrance round the back, to stop the 
Russians peeping at their visitors. Brazil­
ians who have to live in the city insist that 
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its relaxed, sterile life-style is preferable 
to the traffic jams of Rio and Sao Paulo; 
they say they enjoy the pleasant houses 
and country clubs around the city's pol­
luted artificial lake. 

Maybe. But Brasilia has failed in its 
aim of attracting Brazilians into the inte­
rior: no industries to speak of have 
come, except those that must. There is 
no reason why any business should want 
to set up 1,000 kilometres from the big 
markets, on a barren Mato Grosso pla­
teau good only for cattle. Less money 
could have been spent building a city 
nearer to the coast, to ease some of the 
unemployment and underdevelopment 
of the country's poor north-east and the 
overcrowding of the rich south. 

Elsewhere 
Both these areas have their own great 
cities. The southern agricultural and 
mining heartland has Belo Horizonte, 
capital of the state of Minas Gerais, 
home to a succession of Brazilian presi­
dents and to German settlers, and now 
one of the fastest developing industrial 
regions of the country. The north-east 
has the tragic land of the sugar planta­
tion workers, whose descendants culti­
vated the desolate sand-and-stone out­
back of the sertao beyond the coast. It is 
the poorest part of Brazil and the main 
supplier of migrants to the south and 
south-east. There some 30m live in sub­
sistence conditions on the land. 

Recently the government has poured 
resources into the main cities nearby­
Belem, at the mouth of the Amazon, 
Salvador, Bahia, Brazil's masterpiece of 
Portuguese colonial architecture, and ul­
tra-modern Recife. The results are still 
mixed, but it does seem to make sense to 
try to bring industry and jobs to the area 
where Brazil's poor are largely concen­
trated. For all its overpowering heat and 
humidity , the north-east is also closest to 
world markets . 

The alternative approach, and one 
favoured by successive governments, 
was to try to move the north-easterners 
into the underdeveloped interior, thus 
resolving both problems at once. It 
hasn't worked: the threadbare soils of 
the Amazon hothouse did not ease the 
plight of the l½m who made the journey 
there . The few hundred thousand who 
made the journey to Brasilia have found 
few permanent jobs, either, and idle in 
the shantytown th;it is just beyond the 
city's gaze . 

One successful move into the interior 
has been to the fertile lands of the centre 
west: it has attracted settlers from the 
already· prosperous south, rather than 
the north-east. Brazilian governments 
may have to resign themselves to the way 
that people seem to prefer the over­
crowded coastal corridor to the inhospi­
table Amazon jungle or the drear Mato 
Grosso plateau which, between them, 
cover three-fifths of the country's land 
area. 

• 
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The Top Management Forum, jointly organised by 
Management Centre Europe and The Economist, is an intensive 
two-day annual event for Europe's top executives. The objective is 
to provide an authoritative analysis of the strategic environment­
business, economic, technological- in which European 
business is operating and to offer practical guide lines on 
_possible corporate responses, based on the latest management 
thinking and successful strategies of major companies. 

The 1987 Forum will take Competition as its theme. To this 
end, it will aim to provide an agenda of new proven approaches 
that European companies can adopt in building a competitive 
future. 

The Forum will begin by exploring how worldwide 
competitiveness can be achieved and how some major European 
companies have developed strategies to meet global competition. 
Subsequent plenary and parallel sessions will aim to suggest 
answers to questions connected with, among other issues: 
competitor intelligence; the marketing revolution; information 
technology and the linkages between technology and corporate 
strategy; turnarounds, venture capital and joint ventures; 
entrepreneurship, creativity and innovation; and the government 
policies required to assist both short- and long-term industrial 
competitiveness. 

Who should attend 
The Forum is specifically designed for chief executives and top 

management from all sectors and functions of European industry, 
and for senior representatives from government and regulatory 
agencies. In short, all individuals concerned with building 
strategies that will enable European industry to meet the changes 
and challenges of tomorrow should be interested in attending. 

Speakers 
SVEN ATTERHED, Partner, The Fore Sight Group, Europe and USA 
OLLE BOVIN, Training and Development Manager - Europe, Hewlett­
Packard, Switzerland 
RONALD COHEN, Chairman, Multinational Management Patricof 
Group pie, United Kingdom 

FRED CRAWLEY, Deputy Chief Executive, Lloyds Bank, United 
Kingdom 
STANLEY CROOKS, Director and General Manager Cable Sector, Pirelli 
Societe Generale SA, Switzerland · 
GORDON EDGE, Chief Executive, Scientific Generics Ltd, United 
Kingdom 
MARK EYSKENS, Minister of Finance, Belgium 
LIAM FAHEY, Associate Professor of Management Policy, School of 
Management, Boston University, USA 
HERIBERT FLOSDORFF, Executive Vice President, Airbus Industrie, 
France 
MARK FULLER, Managing Director, The Monitor Company, USA 
HEINZ GOLDMANN, Chairman, Heinz -Goldmann International 
Foundation , Switzerland 
WAi:;f:ifRiGRUNSTEIDL, Advisor on International Relations to the 
President of NV Philips' Gloeilampenfabrieken, The Netherlands 
JACQUES GROOTHAERT, Chairman of the Board of Directors, 
Generale de Banque, Belgium 
HOWARD HARRIS, Member of the Management Board, Montedison 
Group, Italy 
SIEGFRIED HOEHN, Director, Strategy & Investment Planning, 
Volksw_agen AG, Federal Republic of Germany 
GOETZ HOFFMANN von WALDAU, Managing Director, Spencer 
Stuart & Associates GmbH, Federal Republic of Germany 
JAMES KELLY, Senior Vice President, Management Analysis Center 
Inc.(MACGroup), United Kingdom 
ROLF LINDMAN, Chairman, AB Sunlight, Sweden 
ALBRECHT GRAF MATUSCHKA, Founding Partner, The Matuschka 
Group, Federal Republic of Germany 
ALFRED MIRANI, Programme Manager for Business Systems 
Applications, IBM/CIM Marketing Center Europe, Federal Republic of 
Germany 
ROBERT K MUELLER, Chairman of Critical Fluid Systems Inc, and 
Director, Arthur D Little International Inc, USA 
PETER SCHUTZ, President and Chief Executive Officer, Porsche AG, 
Federal Republic of Germany 
CHRISTOPHER TUGENDHAT, Chairman, Civil Aviation Authority, 
United Kingdom 
ROY WILLIAMS, Head of Human Resources; Ernst & Whinney (MCS), 
United Kingdom 

.. . and other leading management experts and top managers from the USA 
and Europe. 
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of industrial disputes. Mr Booker thinks 
that Brazil's advantages as a source of raw 
materials and a relatively developed 
economy are greater than its advantages 
as a supplier of cheap labour (Ford pays 
around $5 an hour, much more than in 
most developing countries, but much low­
er than in the United States and Japan). · 
Labour costs are 6nly around a fifth of 
total costs. 

One head of a local branch of a multi­
national believes that the opportunities in 
Brazil are staggering. He could triple 
investment, he claims, with no trouble at 
all. In some developed countries, howev­
er, including the one where his parent 
company is located, there remains a sus­
picion of Brazil's seat-of-the-pants eco­
nomics and its growing nationalism. The . 
debt problem does not help either. This 
correspondent, for what it is worth, be­
lieves that the manager is right: that 
industries which fail to get into the Brazil­
ian market will be missing opportunities 
as much as those companies that failed to 
go into the United States during its race 
to development. Certainly the British 
offshore oil companies (Britain has the 
best offshore technology in the world, 
developed for the diminishing North Sea 
fields) which failed to show up at a recent 
trade fair to compete for Brazil's huge 
opportunities in offshore oil production 
deserve a kick in the pants. Their behav­
iour is all too typical of those who have 
not yet realised what Brazil has become. 

Low down the list 
The Cinderella of Brazilian pnont1es, 
trailing a long way behind its industrial 
development .and agriculture, is social 
spending. Spending on the social 'services 
stands at around 6% of GDP today, com­
pared with around 4% in 1970. The 
National Social Welfare Institute, which 
provides barely adequate old age and 
disability pensions and sickness benefit, 
dishes out around $3.4 billion in benefits 
to around 10m people. The public health 
service has grown from a low base of 584 
hospitals in all Brazil in 1970 to 16,749 in 
1983; but the increase in the number of 
beds available is less impressive, from 
354,000 to 534,000, or around four per 
thousand people. 

Around half of Brazilians are aged 
under 20. Fewer than half of these, 
31.Sm, receive any form of schooling, and 
only around 3m go to secondary· school 
while 1.3m go on to university. The 
number has more or less doubled since 
1970. One of the most imaginative school 
schemes is that set up in Rio de Janeiro by 
the outgoing governor, Mr Brizola, for an 
Integrated Centre for Public Education, a 
kind of pre-fab school, produced in a 
single day by a factory, which caters to a 
variety of needs-school meals, health 
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care and sports as well as education-for 
the children from the overcrowded f ave­
/as. By March 1986 some 500 such schools 
had been set up, for a projected school 
population of 650,000. The aim was to get 
Rio's army of truant players-Im of the 
2.3m children between· seven and 14 who 
are obliged by law to go to school-off 
the streets, where they do anything from 
bootblacking to mugging. The federal 
government has shown less interest in 
education and social spending. In housing 
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there has been a big reduction in the 
money available for lower category hous­
ing construction,. 

Roads and dams, it seems, come before 
roofs and the alphabet. Mr Sarney has set 
up a commission to examine Brazil's huge 
social problems. But this year, at least, 
little more money is likely to be available. 
Will it ever be? ask the critics of the 
Brazilian model. The more money that is 
spent on development, they say, the fur­
ther those at the back have to catch up. 

Speaking softly . 
.. . and staying inside a turtleshell 

Outsiders think that Brazil is not nation­
ally assertive because it keeps such a low 
international profile. That is not the case. 
Brazil is a quiet giant partly because it 
believes that its interests are better served 
thereby; partly because it is hugely self­
confident; and largely because it depends 
so little on the outside world that it has 
become inward-looking, as the United 
States was in the 1930s. The country is, in 
fact, isolationist, using foreign policy as a 
tool of its economic interests and hardly 
ever addressing its regional political re­
sponsibilities. One prominent Brazilian 
remarked that Brazilians "pity" foreign­
ers: "They come from outside; they must 
be unhappy." He was only half joking. 

Brazil is so strong that it does not worry 
about its immediate neighbours. "Brazil 
does not indulge in infantile rhetoric" , 
said one senior diplomat haughtily. It 
spends just 1.5% of its GDP on defence, 
about half the average of its Spanish­
speaking neighbours. In the nineteenth­
century, it fought no fewer than seven 
wars- in 1811, 1816-20, 1825-28, 1851, 
1852, 1864 and 1865-70. Since then, apart 
from a token presence in the two world 
wars, Brazil has been at peace .. 

The country's 17,000 miles of border 
were settled in a period of intense negoti­
ation between 1902 and 1912. After that, 
Brazil pursued a policy of non-interfer­
ence in the internal affairs of its neigh­
bours, of quietly pushing the western 
limits of its undefined Amazon borders 
and of non-involvement in regional dis­
putes. During the Falklands war, for 
example, Brazil pursued a policy of pas­
sive support for Argentina, while con­
tinuing to enjoy good relations with Brit­
ain. In Central America, it has joined the 
"support group" behind the Contadora 
countries, but has been reluctant to get 
more deeply involved, although a section 
of domestic left-wing opinion has been 
pressing for this. 

Brazil has played up its African roots to 
get on well with, for example, the Marxist 
government in Angola, while refraining 

from joining in sanctions against South 
Africa (De Beers and Anglo-American 
have big mining interests in Brazil). Bra­
zil has cultivated close relations with the 
Arab countries, born of the days when it 
bartered goods for oil in "oil swaps", and 
has supplied arms to both sides in the 
Iran-Iraq war. Brazil's biggest recent 
push has been to get on with China: in 
1985, during a visit by the Chinese prime 
minister, Mr Zhao Ziyang, agreements 
were signed to export Brazilian cars, 
steel, light aircraft, armoured cars and 
iron ore to China. 

Mr Rubens Ricupero, a senior diplo­
mat who is a close adviser to the presi- · 
dent, defines Brazil's foreign policy as 
"being to create the external conditions, 
politically and economically, which will 
assist the viability of the development 
process". He and others are critical of this 
turtleshell diplomacy: 

It is incredible that a country with a GDP of 
around $300 billion spends only $50m-100m 
on technical and cultural co-operation with 
other countries and the same on foreign aid. 
The hope for growth of the next few years 
should give us the conditions to fulfil our 
responsibilities in Latin America, the Carib­
bean and Africa. 

Brazil is an observer, but not a member, 
of the Non-Aligned Movement. 

Yet Brazil's economic profile in the 
, third world is growing steadily. Brazili~n 

exports to Africa increased from $407m in 
1975 to $1.9 billion ten years later; and to 
Asia, Australasia and the Middle East, 
from $1.3 billion to $4.6 billion over the 
same period. Brazil imports a little less 
from each of these regions than it exports. 
And Brazil is one of the few countries 
that gets one over the Japanese: it exports 
$1.4 billion-worth of goods to Japan and 
imports $600m-worth . 

Brazilians say they want to increase 
their trade with Western Europe. One 
top diplomat went so far as to say that 
Europe is "now more competitive in 
many areas" than the United States. 
Brazil in fact increased its exports to 
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Western Europe from around $4 billion in 
1975 to $8 billion in 1985, while buying 
fewer and fewer European goods-down 
from $4.2 billion to $2. 7 billion over the 
same period. 

Brazil's relations with the United 
States remain crucial, however. Brazil 
has managed to maintain a healthy trade 
balance with the northern giant, with its 
imports from the United States rising 
from $1.4 billion in 1975 to $4.7 billion in 
1985 while its exports surged from $2.8 
billion to $9.7 billion. Yet protectionist 
pressure against Brazil is strong in Ameri­
ca, and it has not been helped by the way 
Brazilians protect their own markets. 
Brazil's congress recently passed a bill to 
reserve the development of the air-freight 
industry to domestic firms; this was ve­
toed by President Sarney. Another pro­
posal to restrict mineral development is 
lying dormant in congress. 

Brazil and the United States are ex­
changing veiled threats over such things 
as steel, textiles, videos and ethanol. The 
Brazilians claim that the Americans are 
moving towards protectionism because 
they are no longer competitive in a num­
ber of areas-such as the aircraft indus­
try, earth-moving equjpment, some agri­
cultural commodities and manufacturing 
components. 

It is on the subject of computer manu­
facture that the two sides are spitting. The 
American view is that Brazil has chosen a 
"protectionist, state-driven, mercantilist 
model of industrialisation which hasn't 
worked anywhere else in the world except 
Brazil because of the size uf its internal 
market". The Brazilians have passed a 
law to protect their nascent information­
technology industry. At first the Ameri­
cans challenged no fewer than 26 provi­
sions of the law; agreement has now been 
reached on all but four. Yet, in January, 
probably in retaliation for the law, t)le 
Americans dropped their preferential tar­
iff treatment on 28 Brazilian products. 

Although IBM has a $75m investment in 
Brazil, it is increasingly difficult for 
American firms to penetrate the Brazilian 
market for computerised banking and 
"third-wave" robotic technology, in which 
Brazilisinvestingheavily. This year Brazil­
ian firms are expected to have around $2 
billion-worth of the coµntry's $4 billion 
information-technology market. 

The United States still has a big slice of 
the foreign investment in Brazil-around 
a third ($8 billion), compared with West 
Germany's 13% ($3.3 billion), Japan's 
9% ($2.3 billion), Switzerland's 8% ($2 
billion), Britain's 6% ($1.4 billion) and 
Canada's 4.5% ($1.1 billion). This high 
profile leaves the Americans exposed; 
but Brazil still complains that the Ameri­
cans are investing too little in the coun­
try's money-starved economy. 

Living with the strains . . . 
. .. will not be easy, but it is not impossible 

Consider how little Brazil needs the 
world: the country's imports are a frac­
tion of its GDP (around 5%) and half of its 
exports (around 10% of GDP) are used to 
service a foreign debt that most Brazilians 
consider only about a third legitimate. 
Consider, too, that Brazil has just turned 
democratic and retains a deep streak of 
nationalist populism. It is a young coun­
try, with many pockets of appalling pov­
erty and a large, self-reliant internal econ­
omy and market. 

It is also a country with the self-confi­
dence of a mini-superpower and with a 
chip on its shoulder about the United 
States. Brazil, too , has a track record of 
defying conventional economics in the 
past and sometimes getting away with it. 
Could all this add up to it taking spectacu­
lar and unilateral action on the debt issue 
unless its creditors behave more amiably 
than they may be willing or able to? 

The danger clearly exists. Eved if the 
worst were to happen, Brazil's isolation 
from the international community is like­
ly to be short-lived, and its growth path 
only briefly interrupted. If the worst is 
avoided, Brazil is still in for a tough time 
immediately, although the government 
insists that, even if it squeezes Brazilian 
living standards, it will push ahead with 
development. 

This correspondent's guess is that Bra­
zilian society is cohesive enough to with­
stand the immense strains it is now living 
with, although its democracy could be 
endangered. A return to army rule would 
be a tragedy, because if Brazil really 
seeks to belong to the developed world, it 

will have to show that it is capable of 
sustaining a responsible democracy and 
of carrying out responsible economic pol­
icies. Yet the big industrial economies of 
the West also have a part to play: if they 
want to welcome one of the most spar­
kling and potentially important societies 
in the West into their ranks, they will 
have to offer to talk to Brazil about a 
once-and-for-all solution to the debt 
problem. 

Without a solution of this kind, both 
Brazil and its creditors will remain in a 
state of tension and uncertainty. The 
Brazilians have behaved so impulsively 
and irresponsibly, on both their economic 
and borrowing policies (although not, up 
to now, over the servicing of their debt) 
as to have forfeited much sympathy 
abroad ; the whingeing tone of their rheto­
ric also grates. 

Yet the sheer size of their debt gives 
them considerable bargaining power, and 
is a reason why the West will have to take 
at least part of the rhetoric seriously. 
Brazil's best prospect of long-term devel­
opment lies with the adoption of policies 
of harsh austerity combined with a long­
term settlement on the debt. After that, 
western creditors could resume financial' 
and equity flows on a much more modest 
basis than the crazy lending spree of. the 
late 1970s. If Brazil's economy · wa$ to 
expand more slowly and steadily, this 
vibrant, attractive society could take time 
to look where it was going. For the sake 
of Brazil and of its creditors, may they all 
make the concessions needed to avoid 
collision. 
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August 18, 1987 
Burea11 of Inter-American Affairs 

Contact: Jeanne Guttman 
64 7-6779 

THE UNITED STATES BI-PARTISAN PLAN vs . THE CENTRAL AMERICAN 
PLAN: su·1•1:ARY OF DIFFERENCES 

On August 7, 1987, the presiients of ~icaragua, Honduras, Costa 
Rica, Guatemala and El Salvador signed a regional peace 
agreement at the end of a two-day Central American peace summit 
in Guatemala City . While there are many similarities between 
the Central American peace proposal and the U.S. bi-partisan 
plan, there are some significant differences. Both plans place 
strong emphasis on internal democratization in Nicaragua, but 
split widely on the security issues of Soviet assistance to the 
Sandinista ~arxist government, the size and strength of the 
Sandinista army, ani the treatment of the Nicaraguan 
Resistance . 

SOVIET AID TO SANDINISTAS 

The U. S . bi- partisan plan calls for the simultaneous 
suspension of U. S . assistance to the resistance and Soviet, 
Cuban, and Communist b loc ai] to the Sandinistas. 

The Central American plan calls for the unilateral 
suspension of U.S. aid to the freedom fighters without any 
requirement that the Soviets and their allies cease assistance 
(including military) to the Sandinistas. 

PARTICIPATION OF RESISTANCE IN NEGOTIATIONS 

The U. S . bi-partisan plan calls for national reconciliation 
an:'! -Jialogue among all "citizens of Nicaragua", with amnesty 
for former combatants and "equal rights to participation in the 
political process." 

The Central American proposal proviJes for talks only with 
"unarmed political groups of internal opposition, and with 
those which have taken advantage of the amnesty." 

ELECTIONS 

The U. S . plan provi:ies that "a timetable and procedures for 
all elections •.•• will be established within 60 days," 

The Central American plan calls for elections for a Central 
American Parliament within the first six months of 1988, and 
municipal, legislative and presidential elections according to 
each country ' s constitutions. (In the case of Nicaragua, 
elections for president are not scheduled until 1991.) 

REMOVAL OF FOREIGN MILITARY PERSONNEL, REDUCTION OF ARMS AND 
SIZE OF AR "1I ES 

The U. S . plan calls for negotiations on these issues to 
begin after a cease fire is in place and a "regional agreement 
on security issues" to be completed within 60 days. As a 



demonstration of good faith, the U.S. would suspend combat 
maneuvers in Honduras after the cease fire is put in place. 

The Central American proposal stipulates that the Central 
American countries "will continue negotiations on the pending 
points of agreement regarding security, verification, and 
control in the draft of the Contadora Act for Peace and 
Cooperation in Central America." 

CEASE-FIRE 

The U.S. plan calls for negotiat i ons on a cease-fire in 
place to begin immediately. Cease-fire is subject to 
verification by the OAS or another international body. 

The Central American proposal urges a cease-fire upon 
signing and calls for a full cease-fire by end of 90-day 
period. Cease-fire is subject to verification by the 
International Commission for Verification and Follow-up. 

DEMOCRATIZATION 

The U.S. plan calls for the suspension of emergency law and 
full restoration of civil and political rights immediately. 

The Central American plan allows 90-days to create a 
"genuine political opening" and lift the state of emergency. 
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United States Department of State 

NICARAGUA ROUND-UP 
September 4, 1987 

Contact: Jeanne C. Guttman 
647-6751 

NICARAGUA ~ILITARY BUILD-UP: According to recent estimates, 
Soviet-bloc arms shipments to Nicaragua this year topped 34 by 
August 1, accounting for 18.5 metric tons of military equipment 
valued at more than $425 million. As of the same date, 
Sandinista activ~-duty forces numbered some 74,500 troops. 
Meanwhile, the Sandinista equipment inventory included about 
150 tanks, 250 armored vehicles, 37 fixed-wing aircraft and 
some 50 helicopters. During 1983, the total number of 
Soviet-bloc arms shipments to Nicaragua stood at 25, accounting 
for approximately 13.9 · metric tons of military equipment valued 
at about $250 million. During the same year, active-duty 
military forces numbered aboui 46,000. There were 
approximately 50 tanks, 90 ar $ored vehicles, 44 fixed-wing 
aircraft and 15 helicopters. In 1980 there were no Soviet-bloc 
arms shipments to Nicaragua. At that time, active duty forces 
neared 24,000. The Sandinista equipment inventory included 3 
tanks, 31 armored vehicles, 38 fixed-wing aircraft and 8 
helicopters. 

SANDINISTAS BREAK UP DEMONS'fRATION, ARREST CIVIC LEADERS: On 
Saturday, August 15, Sandinista police broke up a peaceful 
1emonstration by the Nicaraguan Democratic Coordinadora, a 
coalition of Nicaraguan oppos i tion groups. Security forces 
used dogs, night sticks, cattl~ prods, and government-organized 
mobs (turbas) to suppress the coordinadora group. Two 
prominent civic leaders were beaten and arrested. Lino 
Hernandez, executive director of the independent Nicaraguan 
Permanent Commission on Human Rights (CPDH), and Alberto 
Saborio, president of the Nicaraguan Bar Association, were 
arrested and sentenced to 30 days in jail. Hernandez is not a 
member of the coordinadota •. He was invited to address the 
rally marking the opening of the organization's new 
headquarters. The arrests came just 8 days after the 
Sandinistas signed the Central America Peace Agreement in 
Guatemala binding them to democratic reforms within 90 days. 

BOMB EXPLOSION AIMED AT U.S. PERSONNEL IN NICARAGUA: On August 
2 3 , 20- 25 men in army uniforms carrying weapon s p l aced an 
explosive device in the driveway of a house leased by the U.S. 
Embassy. After the bomq exploded, the men planted another 
device, which failed to go off. Throughout the attack, the men 
shouted, "Get out Yankee," and "Long live the revolution." The 
house had been vacated by i telecommunications officer 3 days 
before the incident. No one was injured. 

PRESIDENT DUARTE REQUESTS ORTEGA RELEASE ARRESTED CI VIC 
LEADERS : On August 24, Salvadoran Pres i dent Jo s e Napol eon 
Dua rte sent a letter to Nicaraguan President Daniel Ortega 
asking him to release two prom f nent civic leaders who were 
arrested by Sandinista police on August 15 and sentenced to 30 · 
days in jail during a peaceful demonstration _by the Nicaraguan 
Democ ratic Coordinadora, accqrding to the Spanish News 
Service. President Duarte r~quested the release of Lino 
Hernandez, executive directot of the independent Nicaraguan 
Permanent Commission of Human Rights {CPDH), and Alberto 
Saborio, president of . the ~icarag~an Bar Association . Quoting 
the .Esquipulas II agree~ent·, Pres.ident Duarte asked Ortega "to 
mediate" with the respective ·authorities to obtain the release. 



. . 
ORTEGA ALLOWS EXILED CLERGYMEN TO RETURN TO NICARAGUA: On 
August 25, President Ortega announced that as a gesture of good 
faith, the Sandinista government would permit two exiled Roman 
Ca~holic clergymen to return io Nicaragua. Father Bismarck 
Carballo, a former spokesman for Cardinal Miguel Obando y Bravo 
and head of the Church's radio station, Radio Catolica, was 
barred from re-entering the country last year after a trip 
abroad. Also permitted tb returri was Bishop Pablo Antonio 
Vega, vice president of the Nicaraguan Episcopal Conference and 
one of the most conserv~tive of Nicaraguan bishops. The 
government accused him -0f unpatri6tic and criminal behavior and 
deported him after he said• publicly that the Sandinistas were 
responsible for a totalitarian -system Nicaraguans did not want. 

LINO HERNANDEZ AND ALBERTO SABORIO DECLARE HUNGER STRIKE: On 
August 26, Lino Hernandez, executive director of the 
independent Nicaraguan Permanent Commission on Human Rights 
.(CPDH), and Alberto Saborio, pr_esident of the Nicaraguan Bar 
Association, declared a hunger strike from their cell at the 
Enrique Schmidt Police -Station in Managua. They were arrested 
on August 15 by Sandinista police and sentenced to 30 days in 
prison during a p~aceful demonstration by the Nicaraguan 
Democratic Coordinadora. The declaration states, "We, Lino 
Hernandez Trigueras ~nd Alberto Saborio Morales, who find 
ourselves unjustly and arbitrarily detained since August 15 of 
this year, considering that thii deprivation of liberty 
represents a political reprisal for our work on behalf of 
justice and righteousness which we carry out within our 
respective civic organizations, agree to declare ourselves on a 
hunger strike beginning · today, and until our unjustly violated 
liberty is returned to us." 

SANDINISTAS ADMIT HELICOPTER WAS SHOT DOWN: On August 29, the 
Sandinista newspapers Barricada and El Nuevo Diario admitted 
that on August 28 a Sandinista air force M-17 helicopter was 
shot down by° resistance forces.· The downing of the helicopter 
reportedly resulted ·in the _death of 11 Sandinista soldiers on 
board. Nine other~ were injured, : and the crew apparently 
escaped unharmed ·. The report confirmed earlier resistance 
reports that a helico~ter had 'been· aowned. Later that day, 
President Daniel Ortega told the· 11th National Union of 
Students Conference · in Managua that the. resistance had "already 
shot down 20 hel icopter ·s." · 
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September 12, 1987 

This Wednesday all across America, we'll be celebrating 
the 200th anniversary of the document that has brought freedom and 
hope to so many millions -- the United States Constitution. At 1:50 
p.m. on Wednesday, I will lead .a nationwide Pledge of Allegiance that 
will be broadcast live, giving all Americans a chance to renew our 
commitment to the document that's been called the greatest act of 
political genius in history. on Thursday, I'll be in Philadelphia, 
participating in the celebration organized by "We the People." · 

As we reflect on our Constitution this week, we must seek 
to further its purpose, here at home and all across the world. The 
cause of freedom is America's cause. And one of the most exciting 
movements in this direction during the past 10 years has been in 
Latin America where over 90 percent of the people are now living 
under democratic rule. It was my privilege earlier this week to . 
speak with · the Holy Father Pope John Paul II on our mutual concern 
about peace and freedom in Latin America. 

And yet, for all the progress in this region; one country 
Nicaragua and its three million inhabitants -- have seen that 

dream of freedom trampled. Many Americans have learned over the last 
few months what has really been happening in Nicaragua; how a 
democratic revolution was betrayed; how a tiny elite has been 
creating a totalitarian, Marxist-Leninist .dictatorship to satisfy 
their own personal . lust for power and to give the soviet Union a 
beachhead on the mainland of this continent -- only 2,000 miles from 
the Texas border, a clear national security threat. 

Yet, despite all the repression and Soviet intervention, 
the people of Nicaragua still cling to their dream of freedom. In 
the best tradition of our founding fathers, they formed a democratic 
resistance against tyranny -- one of the largest peasant armies in 
the world with more than 17,000 freedom fighters called "Contras." 
And as the Contras have grown stronger, the communist regime has 
grown shakier. 

so, under increasing pressure, the communist leader, 
· Daniel Ortega, recently signed at a summit of Central American 

leaders · a peace plan that pledged his government to democratic 
reform, respect for human rights, and free elections. We welcome the 
Guatemala plan, but it falls short of the safeguards for democracy 
and our national security contained in the bipartisan plan I · worked 
out with the Congressional leadership. That is why, as Secretary 
Shultz said earlier this week, there should be no uncertainty about 
our unswerving commitment to the Contras. It is their effort that 
has made the peace initiative possible. At the appropriate moment, I 
intend to put forth a $270 million request for contra aid over eight 
months -- 18 months, I should say. · 

As Secretary Shultz also spelled out, the Sandinista 
regime has a long way to go in living up to its pledge 
of democratic reform. Only eight days after signing the peace 
agreement, Sandinista police used attack dogs, night sticks, ele~tric 
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cattle prods, and government-organized mobs to break up a peaceful 
demonstration by the Nicaraguan Democratic Coordinadora. 

so, too, the six independent Nicaraguan political parties 
have called efforts by the communists to manipulate the National 
Reconciliation Commission set up under the plan -- "a Sandinista 
maneuver to fool the international public." . They accused the 
Sandinistas of "violating the spirit of the Guatemala agreements." 
And .this week we learned that Daniel Ortega will be in Moscow on 
November 7th, the date the Central American peace plan is to go into 
effect -- celebrating with his Soviet allies the anniversary of the 
Bolshevik Revolution. 

What the world wants from the Sandinistas are real 
democratic reforms, real signs of freedom, such as reopening the 
newspaper La Prensa but not censoring its copy or denying it 
newsprint. La Prensa and other publications must be free to report; 
so must the independent radio .stations and TV. Freedom of religion 
must be respected. The Sandinistas have said they will allow three 
exiled priests to return. But what of the thousands of other exiles? 
Return is not enough; they must be free to minister, live, and 
organize politically without intimidation. 

Genuine free political competition must be permitted. 
The secret police, with their neighborhood block committees, must be 
abolished and all foreign advisors sent home. The Sandinistas should 
know that America and the world are watching. 

Until next week, thanks for listening and God bless you. 

END 12:11 P.M. EDT 
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WHEELOCK STATES FSLN TASKS 

September 3--Speaking before several hundred members of 
Sandinista organizations, Sandinista Comandante Jaime Wheelock 
Roma" stressed that priorities for all Nicaraguans are defense 
of the revol~tion and the "economic battle." 

Accor1ing to Managua Domestic Radio Service, Wheelock said the 
people must continue their fight against "the mercenaries" 
until they are "liquidated." "We must also strengthen the 
armed apparatus, defend our revolution, and patriotically · 
assume all the socioecon~mic 1uties." In addition he said, "we 
must work for our people's welfare and greater organization." 

The groups, represente1 by several hundred members, gathered at 
the Ramirez Goyena Central Institute in Managua. The mass 
organizations work with official government institutions to 
broaden Sandinista control over Nicaraguan society and 
facilitate movement toward a one-party state. They include the 
Sandinista Defens• Committees, turbas divinas ("divine mobs"), 
the San1inista Workers Central (state-organized labor union), 
and the Nicaraguan Women's Association--Luisa Amanda Espinoza 
( A!.ffl LAE ) • 

PRIVATE ENTE.rU)RISE DAY IN NICARAGUA 

September 8--The Superior Council of Private Enterprise (COSEP) 
held its third "Day of the Private Sector" at the Cabrera 
theater in ~anagua. Some 1000 people attended as COSEP leaders 
Enrique Bolanos, Gilberto Cuadra, and Ramiro Gurdian delivered 
strong messages vowing to hold the Sandinista regime to 
promises made in Guatemala. 

Enrique Bolanos, accepting reelection as COSBP PresiJent, said 
that if the Sandinistas comply with the accorj, Nicaragua woulJ 
"win." If they jo not comply, the Sandinistas woulj be 
replaced with the help of the western democracies, Central 
America, anu the Conta1ora group. Bolanos calleJ the accorJ a 
"brilliant opportunity" for peace, but also for "action." He 
said that fulfillment of the agreement must include a broad and 
unconditional amnesty for political prisoners, lifting the 
state of emergency, free elections to replace those of 1984, 
non-FSLN TV and radio stations, return of illegally confiscated 
property, anj an immediate ~•ase-fire. 

8olanos challenged the Sandinista National Liberation Front 
(FSLN) jeclaring that "liberation means the abolition of the 
Sandinista system." Bolanos noted that during ~is 4 1/2 years 
as COSEP President the Organization had succeejej in convinci~g 
~icaraguans anj the world that the FSLN was Marxist-Leninist. 
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ORTEGA MEETS WITH IRANIAN OFFICIAL 

On August 27, Nicaraguan President Daniel Ortega held a meeting 
in Managua with Iranian Foreign Ministry Director General for 
Economic Affairs and special presidential envoy ~ahmud Va'ezi, 
according to the Iranian News Agency. Ortega applauded Iran 
for its "struggle and resistance." Ortega added that Iran 
could count on the Sandinista government's cooperation for 
Iran's future plans. On August 26, Va'ezi also held talks with 
Nicaragua's Foreign Minister Miguel D'Escoto and Vice President 
Sergio Ramirez. Pointing to the relations between Iran and 
Nicaragua, Ramirez said that Tehran-Managua ties are "very 
deep, sincere and brotherly," expressing hope to visit Iran 
once again. 

CEREZO ASKS VICE PRESIDENT TO INTERCEDE 

Guatemalan President Vinicio Cerezo has asked Vice President 
Roberto Carpio to intercede with the Sandinista government and 
request the immediate release of two Nicaraguan civic leaders 
imprisoned since August 15. Public attention has been 
heightened by a hunger strike in Guatemala by 11 members of the 
Nicaraguan Resistance. The protesters have vowed to continue 
their hunger strike, begun on August 26, until the Sandinistas 
free Lino Hernandez and Alberto Saborio. Nine men and two 
women, whose health is reaching a precarious state according to 
physicians said the imprisonment is a violation of human rights 
and a clear case of noncompliance with the Central American 
Peace Agreement signed on August 7 in Guatemala by the leaders 
of Guatemala, Nicaragua, Costa Rica, El Salvador and Honduras. 
The strikers also stated that the Sandinistas signed the 
agreement as a delaying tactic and have no intention of 
complying. One of the fasters, Alfonso Sandino, said "the 
arrest of Saborio and Hernandez while exercising their civil 
rights shows the true nature of the Sandinista regime" and that 
this was a "vital political moment for the Nicaraguan 
Resistance, not as an organization, but as a symbol of the 
struggle for freedom in Nicaragua." 

COSTA RICAN VESSEL SEIZED IN OWN WATERS 

On September 2, two Sandinista patrol boats entered Costa Rican 
waters and captured a Costa Rican Civil Guard vessel near the 
Atlantic coast community of Barra del Colorado today. The 
Nicaraguan boats also fired at an onshore police post, but 
there were no reported injuries. No explanation for the action 
was given, and the Costa Rican vessel and four-man crew were 
returned a few hours later. 
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Contact: Jeanne Guttman 
647-6751 

SOVIETS PLEDGE OIL--ORTEGA TO VISIT MOSCOW 

September 7--President Daniel Ortega announced that Soviet leader 
Mikhail Gorbachev pledged an additional 100,000 tons of oil to 
Nicaragua this year. The announcement came during a meeting 
between Ortega and Soviet envoy Vadim Zagladin. The soviet Union 
has supplied virtually all of Nicaragua's oil since 1985. In 
May, the sandinistas announced that it would cover only part of 
their needs this year. 

Ortega also announced his plans to fly to Moscow to celebrat.e the 
70th anniversary of the Russian Revolution on November 7, the day 
the Central American peace accord begins. Ortega said his 
decision to travel to Moscow followed a personal invitation from 
Secretary Gorbachev. Speaking at a Joint news conference, vadim 
Zagladin pledged Moscow's support for the accord. The agreement 
calls for an end to all outside support for Central American 
·rebels but makes no immediate demand for an end bo soviet 
military aid to Nicaragua. 

NICARAGUAN OPPOSITION GROUP ASKS COMPLIANCE FROM SANDINISTAS 

September 6--As many as 1200 members of the Nicaraguan Democratic 
coordinadora, a coalition of Nicaraguan opposition groups, staged 
a peaceful rally to ask the Sandinista government to fulfill 
promises of political freedom and an end to press censorship 
according to the recently signed central American peace accord. 
Although the meeting was peaceful, Sandinista police refused to 
allow the protesters to march through the streets. 

Julio Ramon Garcia, ·a l _eader of the coordinadora, said the next 
day, •The peace plan . represents the falling from power of the 
Sand inistas. If they fulfill the agreement they will lose power 
because they will have to hold elections they will not win, and 
if they do not complete the agreements, they will be forced to 
go.• According to United Press International, coordinadora Vice 
President Ramon Gurdian, remarked, •we are here to demand that 
the sandinistas fulfill the peace plan. If there is no peace 
plan in Nicaragua, there will be more blood spilled, blood of 
Sandinista soldiers and contra fighters, all Nicaraguans.• 
Gurdian said the coordinadora demands a reopening of the 
opposition newspaper La Prensa, shut down for the past 14 months 
by the government, and reopening of the catholic radio station. 
In addition, the group seeks access to state-controlled airwaves 
to deliver its message to the people. 
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United States Department of State 

~:::a!UPDATE 
NICARAGUA REPORT #8 
September 11, 1987 

Contact: Jeanne Guttman 
647-6751 

NICARAGUA RELEASES 2 JAILED CIVIC LEADERS 

September 8--After appeals by Central American and U.S. 
leaders, President Daniel Ortega released two jailed civic 
leaders, Lino Hernandez and Alberto Saborio. Hernandez, 
executive director of the independent Nicaraguan Permanent 
Commission on Human Rights, and Saborio, president of the 
Nicaraguan Bar Association, were arrested by Sandinista police 
on August 15 juring a peaceful demonstration by the Nicaraguan 
Democratic Coordinadora, a coalition of opposition groups. 
They were sentenced to 30 days in jail, and on August 26 began 
a hunger strike to protest their arrests. 

Following their release, Saborio and Hernandez described their 
experience to embassy officials. Saborio said he was watching 
the coordinadora demonstration when police dogs were brought 
into the area. He was beaten and arrested by Sandinista police, 
who, he believes, overheard him exclaim that not since the days 
of the Spanish Inquisition had dogs been used against the 
Nicaraguan people. Hernandez, who heard of Saborio's plight, 
sought to aid him but a security agent told him to leave the 
area. Hernandez refused, noting that he was not partic i pating 
in the demonstration. The security agent again demanded 
Hernandez to leave. Shortly thereafter, he was beaten and 
attacked by government-organized mobs (turbas) and arrested. 
During his arrest, Hernandez said that police shocked him in 
the stomach with an electric cattle prod. 

Both leaders said they initially were detained together in a _ 
cell at the Enrique Schmidt Police station in Managua. 
Hernandez described the police station as having rough walls 
and floor and ventilated by a hole in the ceiling. Concrete 
slabs served as beds~ Mattresses were provided shortly before 
their release. During the first 10 days of detention, both 
prisoners were permitted visits from family and associates. 
However, upon receiving word on the 10th day of detention that 
their appeals had been denied, Hernandez and Saborio decided to 
stag~ a hunger strike. At that point, they were separated, ·· 
declared incommunicado, and denied visitors. On Septe~ber 8, 
14 days later, they were released. 
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CO~Ma~ 

Was the Spanish Civil War ~ ~ 
"Our Cause"? Y' 

Irving Howe 

he October 1986 issue of the neoconservative 
magazine the New Criterion carried an article, 
"Spain and the Intellectuals," by Ronald Radosh, a 
member of the Dissent editorial board. All of us at 
Dissent speak and write as individuals; there is no 
"party line"; and we accept differences among 
ourselves as normal. But Radosh's piece is so dis­
turbing that I feel obliged to say a few words about 
it. His reply to me follows. 

The basic thrust of Radosh's piece, if not its 
explicit or clear conclusion, is to question the 
political-moral rightness of having supported the 
Republican side in the Spanish Civil War. Long · 
regarded as a clash between an antifascist Repub­
lic democratically elected and an insurgent mili­
tary fascism, the war according to Radosh was 
actually one between two camps more or less 
equally repressive and equally guilty of atrocities. 
As the war continued, writes Radosh, the Spanish 
Communists and their Soviet masters came in­
creasingly to dominate the Republican side and 
introduced a terror against leftist dissidents. 

Radosh concludes with a polemic against an 
Englishman who fought in Spain, later came to 
recognize the destructive role of the Communists, 
but still "does not regret his own part in the fight." 
From which Radosh concludes: 

Those brave men who gave their lives [fighting for 
the Republican side] had allowed themselves to be 
part of an ideological and propaganda instrument 

*In a passing remark Radosh seems again either to be 
backing away from the logic of his article or to be 
uneasy at the thought of facing it. He praises T.S. Eliot 
for staying "aloof from the foolish chorus of Stalinist 
hosannas" about Republican Spain, but adds that Eliot 
was wrong to have opposed lifting the embargo on arms 
imposed by the Western powers. This seems quite in 
opposition to the bulk of his article-after all, one can 
hardly suppose that he took all that trouble just to 
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forged by the Comintem [Communist Interna­
tional]. Had they looked closer, they could have 
discerned the truth at the time. In 1986, those who 
still respond to the Spanish Civil War as simply "our 
cause" have no excuse. 

The clear implication of all this is that it was 
wrong or foolish to have supported the Republican 
side-though by inserting "simply" before , .. our 
cause'" Radosh may be trying to leave himself a 
way out.• 

There were people· who did "simply" cheer the 
Republic, and by now they should know it wasn't 
all that simple. But there were also liberals and 
a°iki-Stalinist leftists who supported the Republi­
can side not at all "simply." They did not lie or 
romanticize, they knew there were atrocities on 
both sides (civil wars are brutal), and they de­
nounced publicly the role of the Stalinists in Spain. 

Yet the anti-Stalinist left, including the POUM 
(a Spanish left-socialist party) and the Spanish 
anarchists, both of whom suffered from the Stalin­
ist repression, still felt that, even as they struggled 
for civil freedoms within the Republic, it was 
necessary to support and join the military cam­
paign against Franco. 

Why? Because the whole of progressive Spain­
the democrats, the unions, the left, most intellectu­
als-had rallied to the Republic and been inspired 
by its promise ... Because Franco and his generals 
represented the growing power of European fas-

convince the ncocon readers of the New Criterion that 
Stalinism in Spain was bad. 
**Years later Octavio Paz, who fought in Spain and 
has long been a staunch anti-Communist, would write 
in The l.Abyrinth of Solitude that he had found in 
Spain "a desperate hopefulness . . .. The memory will 
never leave me. Anyone who has looked Hope in the 
face will never forget it. He will search for it wherever 
he goes." 

✓ 
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cism. Because Hitler and Mussolini rushed to Fran­
co's aid . 

.. Stalin's cynical goal," writes Radosh, "was to 
steer internal developments in Spain to coincide 
with the foreign policy objectives of the Soviet 
Union." To be sure; and Radosh is no more than 
half a century behind in saying this. But what 
needs to be stressed is that the Soviet intervention 
could be effective in good part because of the 
cynicism and cowardice of the Western democra­
cies, all of which, in the name of neutrality, allowed 
the antifascist side to go down in defeat. 

HAD REPUBLICAN SPAIN WON THE WAR, writes 
Radosh, "there is little reason to assume that a 
Communist-dominated Republic would have 
shown any tolerance for dissent or even led to a 
subsiding of brutal internal terror." This takes for 
granted what cannot be demonstrated: that a Re­
publican victory would necessarily have meant 
Communist domination. But the great majority of 
Spanish Republicans were not Communists and 

After-Tax Gap Widens 

The gap in after-tax income between the 
richest 20 percent of American households and 
the rest of the nation hit its widest point In 1984, 
according to an analysis by the Center on Budget 
and Policy Priorities of the Census Bureau's af­
ter-tax income data tor 1984. 

The top fifth of U.S. households received 
42.3 percent of all after-tax income in the country 
in 1984. This is the highest level recorded since 
the Census Bureau began collecting these data in 
1980. 

The top fifth's gain from 1983 to 1984 came 
largely at the expense of middle-income house­
holds. The middle fifth of all U.S. households 
received 17.2 percent of the national income in 
1984, the lowest level that has been recorded tor 
this group. The next-to-the-bottom fifth received 
11 percent, also a new low. 

The poorest fifth of all households received 
4.7 percent of the national income in 1984; the 
same level as in the previous year but lower than 
in 1980. 

The Census data show that since 1980, the 
share of national after-tax income has dropped · 
for households in every income fifth except for 
those in the top 20 percent. While after-tax house­
hold income grew between 1983 and 1984, typi­
cal black, Hispanic, and female-headed house­
holds still had less after-tax income than in 
1980. D 

once the fascist threat had been removed and 
thereby the need for military aid from the Soviet 
Union lessened, democratically minded Spaniards 
might well have been able to reassert themselves. 

Can we be certain? No. What we do know, and 
what they certainly knew then, is that a Franco 
victory meant decades of fascism and an opening to 
world war. 

Radosh's argument has its implications. You 
might say---some people did-that it was hardly 
worth the trouble to defeat Hitler in the Second 
World War since one result would be Stalinist 
domination of large parts of Europe. That did in 
fact happen, but it was not sufficient reason not to 
work for the military defeat of the Nazis. Or you 
might argue-docs Radosh?-that it is wrong or 
futile to support the struggle for black liberation in 
South Africa since it could lead to Communist 
domination. That is a possibility, of course. It is a 
risk which in the modem world besets any struggle 
against fascism or military dictatorship. But that's 
no reason to decide that black liberation in South 
Africa isn't "our cause." (Without a .. simply.") 

Radosh criticizes those who cite Orwell's state­
ment "that there was much he did not undfrstand 
and did not even like about revolutionary Barce­
lona, yet 'I recognized it immediately as a state of 
affairs worth fighting for."' But this, notes Radosh, 
was written early in the Spanish war; later Orwell 
exposed .. the new reality" of Stalinist terror in 
Spain. So he did. But Orwell continued to believe 
that the Spanish Republic, with all its faults and 
failures, was .. worth fighting for." Here he writes 
in 1942: 

When one thinks of the cruelty, squalor, and futility 
of war-and in this particular case of the intrigues, 
the persecutions, the lies and the misunderstand­
ings-there is always the temptation to say: "One 
side is as bad as the other. I am neutral." In practice, 
however, one caMot be neutral, and there is hardly 
such a thing as a war in which it makes no difference 
who wins. Nearly always one side stands more or less 
for progress, the other side for reaction. The hatred 
which the Spanish Republic excited in millionaires, 
dukes, cardinals, play-boys, Blimps and what not 
would in itself be enough to show how the land lay. In 
essence it was a class war. If it had occn won, the 
cause of the common people everywhere would have 
been strengthened. 

That is why we "still respond to the Spanish 
Civil War as .. .'our cause,"' though neither now 
nor then "simply" so. In this century nothing is 
"simply" -except perhaps a certain kind of anti­
Communism which in its intellectual style too 
closely resembles that which it opposes. □ 
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FMLN DEFECTOR BIOGRAPHIES 

Napoleon Romero Garcia, (Miguel Castellanos) 

On April 11 1985, the Salvadoran National Guard arrested 
Napoleon ~arcia, more commonly known by his guerrilla 
pseudonjm "Miguel Castellanos." After his arrest Romero 
decided to cooperate with the Salvadoran government and 
provided valuable information regarding the Salvadoran 
guerrillas' activities and their e~teosive links to the 
Sandinista regime in Nicaragua. Romero's testimony 
corroborates th at suppl 1ed by many former Salvador an guerrillas 
which detailed Salvadoran guerrilla tactics as well as their 
ties with the Sandinistas. Until the time of his capture, 
Romero had ~een a high ranking member o__f_tJ'ie satvadoran • 
gi:rnri"illa ruovement, s:eci.eEat:y General of the Metropolitan Front 
of tb.e Popular Liberation Forces (FPL), one of the groups 
forming the Farabundo Marti National Li~eration Front (F~LN). 
His position as the third-ranking commander of the FPL gave him 
access to highly sensitive information regarding the inner 
workings of the Salvadoran guerrillas. 

As Secretary General, Romero provided overall orjeotation in 
both political and militar~ activities in the Metropolitan 
Front 1n accordance with instructions he received _from the 
general command of the FPL. 

Romero says that the FMLN's principal target is the destruction 
of the Salvadoran economic infrastructure such as.......b_ridges, 
warehousea, ancr-the telecommunicat1on·s anaelectr ical systems. 

Romero has provided a wealth of information concerning the · 
Sandinista regime's support for the Salvadoran guerrillas. He 
described the routes used to bring supplies into El Salvador 
from Nicaragua. He says that in 19~ as m.11.ci:l, as 50 tons of 
supplies were delivered every t!_uee months. Through 1983 the 
shipments were mostiy weapons but, accoti..ding t~ Romero, the 
guerrilTaa now have~ in storage-e-han personnel to 
use them. -
Romero estimates that the FPL receives approximately 80 percent 
of its monthly .operating budget of u.s. $65,000-100,000 from 
the FPL National Finance Commission in Nicaragua. ~anagua is 
the collection oint for all financial assistance oorcrt"ned 
abroa by the FMLN/FDR solidarity groups. 
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Nelson Omar Guerra Trinidad, (Comandante Ernesto) 

DOB: 10/22/64 

Nelson Omar Guerra Trinidad (Pseudonym: Comandante Ernesto) was 
recruited by the people's revolutionary army (ERP) in 1970 but 
was not active in the group until he joined the student front 
of the ERP's LP-28 Movement in 1979. There he helped organize 
small groups dedicated to popular recruitment. Ernesto said he 
joined the guerrillas because of the institutionalization of 
repression, the economic and social crisis of the country, and 
the lack of an alternative. 

In December 1979 Ernesto was called to work in a military 
squadron full time and in 1980 was assigned to a military urban 
co .mando unit. He was involved in kidnapping, murder and rank 
robberies. That same year he attended a course in San Salvador 
given by Sandinista Army members and participated in the 
attacks on major targets in the city such as the u.s. Embassy, 
the first brigade, national guard and air forces in 1950, When 
the "final offensive" of January 1981 failed, Ernesto withdrew 
with the other surviving guerrillas to the Guazapa region north 
of San Salvador. 

In 1980 Ernesto went with seven other guerrillas to Honduras, 
where he spent three months working with the Honduran terrorist 
group "Cinchoheros." In 1981 he travelled to Cuba through 
Nicaragua, and there he took an intensive three-month course 
for the special forces command and received specialized 
training in preparation for the 1982 attack on the air force _ 
base at Ilopango. He then went to Nicaragua and took a course 
in demolitions. In December 1981 Ernesto returned to San 
Salvador via Mexico to prepare for the attack on the Ilopango 
air force base (1982) which was a success. 

After further training in Honduras Ernesto was selected in 1982 
to command the special forces units in Morazan. There he 
participated in the attacks on such strategic targets as the 
Microwave relay station and the cuscatlan and "Puente de Oro" 
bridges across the Rio Lempa. 

In 1984 Ernesto left the special forces and became the 
Executive Officer of a western front battalion. Over the next 
two years internal problems with his association with the 
western front Commander Balta developed. Balta openly opposed 
Villalobos strategy of placing strategic forces where they had 
already been twice defeated. Contradictions between the 
theoretical struggle for the people and the actual behavior of 
the guerrillas became increasingly evident to Ernesto ~uring 
this time. 

In February 1986 the ESAF captured Ernesto who ~ecided to 
collaborate with the ESAF and has since been actively 
denouncing the F~LN. 
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Marco Antonio Grande, (Comandante Jose) 

DOB: 4/28/58 

In 1979 Jose entered the Salvadoran Communist Party (PSC) while 
he was a student at . the National University where he began his 
activities by distributing propaganda and painting slogans on 
walls. In 1980 he was offered a scholarship to study 
International Relations in the Soviet Union. After arrival in 
Leningrad in 1980, Jose found that instead of International 
Relations he would oe studying scientific communism, which 
included studies in Marxist-Leninist theory, dialectic 
materialism, historical materialism, and political economic. 

In 1982 he left the Soviet Union without completing his degree 
and went to Cuba where he studied to be a guerrilla company 
commander. 

In 1983 Jose went to Nicaragua for a political training course 
and returning to El Salvador via Guatemala with false 
documents. Seeing what he believed to be the same repressive 
political system he went to work in Jucuaran, Usulutan. He was 
the political leader of the Jucuaran Platoon and the Chief 
Political Leader of the expansion project for the Jucuaran zone 
in the southeast front. Jose was also the Political Company 
Leader of the Paracentral Front. 

Jose says that he saw the Salvadoran political system begin to 
improve with free elections held and Human Rights violations 
declining. Meanwhile, the guerrillas ha1 become increasingly 
dogmatic. The FMLN had eliminated the option for a political 
solution and had itself violated Human Rights by using land 
mines, trying to destroy the country's infrastructure, and 
prolonging the crisis. Fearing that he was increasingly being 
considered a deviationist and that he would be executed for not 
following the party line as had oeen Roque Dalton (1975) and 
Ernesto Jovel (1980), he turned himself in to the ESAF in 1985. 

Luz Janeth Alfaro, (Michelle Salinas) 

DOB: 10/27/63 

Education: 1981 graduated from High School with a degree in 
Business Administration and Accounting. 

In 1982 Luz Janeth Alfaro joined the Non-Governmental 9uman 
Rights Commission of El Salvador (CDHES) using the pseudonym 
Michelle Salinas. She hoped to learn more about the 
disappearance of her mother, who disappeare'.3 in June of 1981. :_::.:::.::..:.:.:.=:.:..=..-=.:~=-=-:::=....::~a..J---'---''----'-----
Du ring the first year she worked in various po_s_i_t~ions within 
the le al and statistics section · here sh~ alt~red 
the dee ara ions o peop e w o came to c~mpla1n 6f v1olat1ons, 
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and where rep_o~ erril s of their killed in combat 
were changed to show "civilians illed by the army." 

In 1983 while part of CDHES she was recruited by_t.he National 
Resistance (RN), the political ·arm of~forces of 
natTonal resistance, one of the five guerrilla armies that make 
up the FMLN. She agreed to become a member of the RN ~ecause 
"of the regimes that my country had had" and because "there 
were no signs of democracy or pluralistic ideology." 

In November of 1984 the CDHES held the "first congress of Human 
Rights j.n El Salvador," and following the even~ES named her 
as the head of Public Relatiao5--0.i.SDHES. In 1985 the RN 
ass igl'ted het to attend ffl""e meeting of the United Nations 
Commission for Human Rights in Geneva. CDHES is affiliated 
with the International Federation of the Rights of man, a 
consulting member of the Uni-c,eg ..Nations, and this gave her 
official status to attend the conference to meet the delegates 
and lobby for condemnation of the government of El Salvador for 
its Human Rights violations. After the conference she toured 
Ell..t_ope, visiting Sweden, Germany, Holland, Belgium and Denmark 
speaking with organizations about Human Rights violations and 
soliciting funding for CDHES. The funding provided by the 
organizations was used to support the political activities of 
the CDHES and also diverted to support the FMLN. 

In August of 1985 she left the RN because she no longer 
supported the fact that as a member of the F~LN it "manipulated 
the pain of the Salvadoran people for economic gain." In 
December 1985 she asked to re-enlist in the RN "because of the 
non-existence of a democratic space for independent 
organizations that permitted me to work for my ideals," and in 
January 1986 she was allowed to rejoin CDHES. 

When she rejoined, she was sent to the countryside to meet with 
the FMLN and receive instructions on the policies of the CDHES 
and conduct investigations for the CDHES to be used against the 
government. During her time in La Libertad, Chalatenango and 
Santa Ana Departments she observed the FMLN's use of minor 
children as combatants and to carry military supplies. She was 
"revolted" to see children used this way, and asked to be sent 
back to San Salvador. In April she returned to CDHES and was 
made head of Public Relations again. 

On May 20, 1986 she was arrested by the Treasury Pol i ce in her 
home, who showed her proof of her members h ip in a terrorist 
organization, the RN. After reflecting on her situation for 8 
hours she decided to cooperate and asked for the protection of 
the government, as "I am a target of the F'1LN. Now I have 
renounced my membership in the organizations that make up the 
FMLN/FDR, but not my principles. I feel ob li g ated to c~ntinue 
my struggle so that we have a real peace i n El Salvador, based 
on democracy and respect for Human Rights." 
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Dora Angelica Campos, (Violeta) 

Age: 32 years 

Dora Angelica Campos joined the National Resistance in 1975. 
Her Husband, Ernesto Jovel, was one of the original founders of 
the National Resistance (RN), which was a splinter organization 
of the popular revolutionary army (ERP), the most militaristic 
of what now make up the five armies of the FMLN. In 1975 each 
guerrilla group operated independently. The split was not 
friendly, and several leaders were assassinated during the 
revolutionary argument. Dora says that after the public 
security forces massacred a group of students in front of the 
social security hospital in 1975 "in which they killed, 
arrested or caused to disappear hundreds of teen-agers, I was 
even more convinced of the urgency of deepening the illegal 
struggle, to finish a system of government that did not offer 
alternatives for political and socio-economic change for 
Salvador ans. 

Between 1975 and 1980 the RN emphasized the "Politicizati'on of 
the Masses," and infiltrated unions and other popular 
organizations. "The repress ion of the armed forces against the 
workers ••• brought as a consequence the repodiation of the 
Salvadoran people ••• as the number of deaths, prisoners and 
disappeared people climbed every day, causing pain and 
suffering in every Salvadoran family." 

In 1980 the Cubans enforced the formation of a National 
Umbrella Guerrilla Organization, the Farabundo Marti National 
Liberation Front (FMLN), which was to unify the five groups 
under one revolutionary flag. Ernesto Jovel, Dora Angelica's 
common law husband, strongly opposed the entry of the ERP into 
the group, and was killed by other guerrilla leaders as a 
result of his resistence. 

Dora Angelica was told that Jovel had disappeared in a plane 
crash. This situation almost drove me to insanity, believing 
that he was possibly still alive and 'disappeared' (by the 
army) ••• nevertheless, I justified the suffering as an offering 
to the revolutionary movement of my country, which would see a 
popular triumph with the taking of power by the dictatorship of 
the proletariat, which would once and for all change the 
climate of social injustice. After Jovel's disappearance 
Dora Angelica was not financially supported by the RN. She 
heard nothing further about the circumstances of his 
disappearance and had no contact with RN militants. 

In March of 1984 she recontacted friends in the RN, "motivated 
by 1) a desire to find out more about my husband's death, 2) my 
weak but still existing belief in the revolutionary struggle, 
and 3) the fact I had tNO children whom I ~oul, not support 
because I was a woman and was unskilled, due to my years with 
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the guerrillas." She was contacted by refresentatives of the 
RN who suggested she work for co-madres, 'the committee of 
Mothers of the Disappeared", where her husband's disappearance 
could be put to gooa use. She worked in a "closed" or 
clandestine office in charge of "propaganda" and was given the 
pseudonym "Violeta Jovel", in honor of her husband. She wrote 
radio programs, bulletins and press releases denoucing human 
rights violations. 

In December 1984 she was authorized to join the propaganda 
commission of the party, which was the preparation phase for 
her appointment in May 1985 to head the co-madres. As head of 
co-madres she was responsible for: The Propaganda Commission, 
The Public Relations Commission (to deal with funding 
organizations and people impor+ant to the cause), The 
Organization Commission (charged with mobilizing people for 
marches and recruitment for the RN), The Documentation 
Commission (in charge of statistics and files of affiliated 
members). 

Part of the co-madres' duties were to visit the prison every 
day to collect statistics on prisoners held, charges, and 
conditions. These were used for denunciations of illegal 
arrests for political activities. At the same time, the 
co-madres prison visitor collected and passed to Dora the 
"grade of militancy," i.e. which guerrilla group the person 
belonged to and his rank. This Dora passed on to her superior 
in the RN for internal guerrilla purposes. 

At the end of 1985, Dora was also given the responsibility for 
finances for the solidarity committee of the RN, of which 
co-madres was one organization. Her job was to collect funds 
from International Organizations that donated to the co-madres 
and others. She was also responsible for coordinating the 
activities of RN members in the Non-governmental Human Rights 
Commission (CDHES). 

At the instruction of the general command of the FMLN, the 
different Mothers Committees renewed their coordination 
meetings to achieve their goals. The two other ••~others 
Committees", were run by the Popular Liberation Forces and the 
Popular Revolutionary Army, Nhile the Communist Party had a 
support committee that also cooperated. 

In May 1985 she wa s still unhappy, 1espite her responsibilities. 
She still had · no logical explanation for her husband's death, 
although she had heard rumors that he had ~een "purged" (killed) 
by the party for his radical maoist tendencies. She was 
opposed to the co-madres technique of conditioning material and 
economic aid to the poor to attendance at marches, and she 
thought that there shoul1 be room for peaceful and legal 
movement, rather than a continued military strategy of the 
guerrilla groups. 
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On 29 May 1986 she was arrested by members of the treasury 
police who showed her proof of her membership in the RN. After 
some interrogation she was left alone to think over her 
situation, and she decided to leave the movement "as I honestly 
was no longer in agreement with the policy of the RN." She 
agreed to talk to the press "to explain to the other members of 
the co-madres how they were being used, because the committee 
used the denunciations in marches, but never resolved the cases 
(brought to its attention)." 

On June 13 she was released "which surprised me. Later they 
(the treasury police) explained that the decision was made 
because I had made declarations against the FMLN / FDR, which put 
me in danger if I was sent to prison, where there could be an 
attempt to kill me. 6 3s i des, my confession was taken as a sign 
of rejection of the guerrilla movement and incorporation into 
the democratic process ••• " 




