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Peru: Freefall (C)

A series of ill-considered, authoritarian moves intended to squelch
e opposition have landed President Fujimori in one of the worst domestic
political crises of his seven years in office. Despite a strong and improving
' . economy, his popularity has declined dramatically, tumbling 50 points in

e

three months according to some polls. (C)

Fujimori, credited with bringing Peru’s
bloody terrorism problem under control and
reviving a moribund economy, was reelected to
a second five-year term in 1995 with 64% of the
vote. Peruvians supported or tolerated
Fujimori's authoritarianism, including his 1992
“setf-coup,” accepting his
tendencies as the price for success in critical
areas. (C)

But in 1996 Fujimori began a slow decline
in popularity as his constituency among the rural
and urban poor started to tire of austerity
measures that seemed to yield no appreciable
benefits. Opposition grew in other sectors as
well, questioning such heavy-handed tactics as
the Fujimori-controlled congress's
constitutional  interpretation  allowing  the
president to run for a third term in 2000, the
refusal to allow an investigation into narco-
corruption charges against powerful national
security adviser Valdimiro Montesinos, and a
botched kidnapping by intelligence agents of a
dissident retired general. (C)

Bonehead moves
~~  The four-month hostage crisis that began
last December captured the country’s attention
and gave Fujimori a respite from domestic
criticism;  his bold, spectacularly successful
rescue operation sent his popularity soaring to
70%. Instead of capitalizing on his popularity to
cement support for his programs (and an
eventual 2000 presidential candidacy), however,
Fujimori and his lieutenants quickly alienated

@ dismissed
mstices who opposed on legal grounds a third

undemocratic.
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On May 29 Fujimori's congressional
three constitutional court

presidential bid by Fujimori. Their dismissal
generated large protests, mobilizing students
against Fujimori for the first time. Public
attacks against television station owner Baruch
Ivcher, for reporting critical of the military,
culminated in the July 13 revocation of his
Peruvian citizenship based on a technicality.
The action was widely condemned both
nationally—including by normally  pro-
government media—and abroad as an attack on
free speech. (C)

The pot was kept boiling by the July 13
broadcast by Ivcher’s station of illegal telephone
intercepts of 197 journalists, politicians, and
business leaders, - presumably by intelligence
agencies. Earlier rumors that Fujimori was born
in Japan rather than Peru, which would render
him ineligible to be president, gained new force
with the revelation by an opposition magazine
that Fujimori birth documents had alterations
and inconsistencies. {U)

These latest incidents conform to a patiern
of arrogant, authoritarian behavior evident in
Montesinos’s large and unexplained income,
continuous harassment of opposition figures and
joumalists, and the grisly murder of an army
intelligence agent and the torture of another by
their own organization. (U)

Fujimori’'s response—combativeness

Fujimori's usual reaction to criticismn is to

most Peruvians with strong-arm measures.
o
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the “corrupt press.” Explanations of incidents
offered by surrogates lack credibility,

undermining public confidence in Fujimori and”

the government. The president’s July 28
Independence Day speech ignored political
problems, focusing instead on the economy. In
an attempt to shore up his base among Peru's
poor, Fujimori offered to cut taxes, increase
social spending, and raise public workers’
salaries by 15%. (C)

The triumvirate

In addition to lashing out at critics when
under attack, Fujimori tends to draw closer to
his key support bases in the military, headed by
General Hermoza Rios, and Montesinos’s
intelligence service (SIN). Some observers have
described the complex power relationship
among the three as a triumvirate, with Fujimori
playing Hermoza and Montesinos off against
one other while depending on their support. (C)

Whatever the case, recent events have
raised questions about who is in control, with
one poll showing only 33.5% believe Fujimori
is; 22.88% cite the military, and 30%
Montesinos. Though the hostage-rescue
operation temporarily raised the. status of both
the military and SIN, they are now in public

disfavor, perceived as responsible for many of

the recent incidents. In the poll cited above,
82% said Hermoza anrd Montesinos should.
resign. (C)

‘ The true nature of the relationship among
the three is murky, though it seems likely
Fujimori is sull in control. By rejecting
restraints on his personal decision-making

powers, however, Fujimori denies himself the
political “reality check” that his brother
Santiago and scveral others apparently offered
before their dismissal from government service
in April 1996. Without someone to keep a wary
eye on the questionable political tactics of his
military and intelligence allies—a job the
current cabinet of sycophants is.unable .to
perform—Fujimori apparently falls victim too

often t0 ideas that subsequently require

extensive damage control. (C)
Political and economic outlook

Though Fujimori has stumbled badly, the
fractured opposition has not been able- 10
coalesce and capitalize on his mistakes. Likely
2000 presidential candidate and Lima Mayor
Alberto Andrade is well ahead of Fujimori
(more than 30 points in one instance) in the
polls. But elections are three years away, and
Fujimori will hope to ride out the current
political storm and eventually capitalize on
Peru’s strong economy. (C)

The recovery from the 1996 slowdown has
left Peru with high growth (7%), a budgel
surplus (3.7% of GDP), low inflation (under
10%), and large international reserves ($10
billion). As he attempts to woo back the poor
with increased social spending, he is also
keeping an eye on investor confidence, shaken
by recent dips in stock market and Brady bond
prices. and business leaders’ expressions of
concemn in reaction to the political crisis. (C)
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