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PRECIS

This Listimate assesses the situation in Chile with particular em-
phasis on the prospects for the consolidation in power of President
Allende’s Marxist regime. Allende has already made considerable
gains in strengthening his minority government through revolutionary
economic changes that weaken his opposition and enlarge his own
constituency. But this strategy has led to endemic economic and po-
litical turbulence which could undercut his popular support, solidify

his opposition, and alienate the armed forces.

Over the next two or three years there will be a series of political
crises and confrontations which serve as tests of strength between the
Allende regime and its opposition. The final section of the Estimate
outlines three possible courses of development: (1) Allende could be
held by his opposition to a standoff, with neither side registering sub-
stantial gains, and with the political future remaining very much in
doubt until the 1976 presidential election. (2) Allende could consoli-
date his regime to the point where the opposition could neither con-
strain his actions nor raise a serious electoral challenge. (3) Allende’s
Marxist regime could be repudiated either by a major reduction of
his freedom of action imposed by the military, or, in extreme circum-
stances, by his removal from office via a coup.

At this juncture, a political standoff seems the most likely course
of development. The chances for consolidation or repudiation, while
less likely than those for standoff, appear roughly equal, one to the
other.

The US lacks powerful and reliable levers for influencing the out-
come. US encouragement of the forces within Chile that constrain
Allende’s behavior could have some impact on the course of events,
though at best a very limited one. Continuation of the present array
of US cconomic pressures against Chile, within the context of a
“cool but correct” diplomatic posture, can help assure that Allende’s
economic troubles—which are largely of his own making—will persist
as a major political lability,

seerer/ (N
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THE ESTIMATE

I. ALLENDE’S POLITICAL POSITION

1. President Allende took office in Novem-
ber 1970 with only 37 percent of the popular
vote, yet with a pledge to carry out an irre-
versible socialist revolution within a consti-
tutional framework. He has already registered
important gains in political strength during
the first half of his six-year term, and he wiclds
formidable asscts for effecting still further
gains. His liabilities arc also imposing, how-
ever, and he has not yet consolidated the
power of his Marxist regime.

Goals and Assets

2. Allende’s strategy is to use his vast cxecu-
tive authority to effect revolutionary eco-
nomic and social changes—a process which
strengthens his hold on power. More specifi-
cally, he has forced the pace of the state
takcover of the economy and of redistribution
of income in order to weaken his opposition
in the middle and upper classes and to enlarge
the support for his Marxist coalition among
the poor.

3. LEspecially during his first year in office,
Allende worked within an environment fa-
vorable to far-reaching change. The 1970 clec-

tion was widcly viewed in Chile as a mandate
to accelerate the restructuring of the economy
begun by the previous administration. IHis
swift action in confiscating US copper intcrests
added the force of nationalism to the political
momentum for revolutionary policies.

4. The extent of Allende’s success so far
was revealed in the March 1973 congressional
election, in which his Popular Unity (UP)
coalition reccived 43 percent of the vote. These
returns indicated that the bulk of low income
Chileans belicve that the Allende regime has
improved their condition, or at least is work-
ing in their interest. Some among the middle
income groups, especially youths, also support
his revolutionary goals.

5. The growth in support for the UP reflects
Allende’s skill at political maneuver as well
as the popularity of his measures. He has held
together most of the elements of his unwicldy
coalition, which includes hardline extremists
as well as pragmatic politicians. He has been
exerting increasingly effective influence on
the hicrarchy of his own obstreperous Socialist
Party, though he still is challenged by an in-
fluential faction which agitates for a more
aggressive revolutionary pace. The Commu-
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nist Party, in contrast, serves him well as a
disciplined and moderating force within the
UP. Reflecting the line of their Soviet mentors,
the Communists sce little point in risking their
hard-won  position within  the  government
throneh unnecessary provocation of the on-

position and the military.

6. Allende has been particularly  effective
in dealing with the armed forces, in part be-
causc of their apolitical tradition. Though gen-
crally sympathetic with the need for social
and cconomic changes, most military officers
arc wary of Marxism and decply concerned
about the turbulence engendered by Allende’s
rule. Yet the army chicfs, because theyv fear
that a coup could ignite large-scale popular
resistance, have felt they must work to avoid
national disaster through rather than against
Allende.

7. Allende has encouraged this constitu-
tionalist bent via regular praisc of the mili-
tary and gencrous cxtensions of funds for
perquisites and equipment. More important,
whenever acrisis brews he is quick to engage
the military on his side as constitutional presi-
dent. This was most cvident in Novemboer
1972, when he asked three top officers to join
his Cabinet temporarily, to bring an end to
major disorders and pave the way for holding
the March clection in relative stability.

8. Allende’s hand is strengthened by the
divergent interests of the opposition partics,
as well as by their demoralization over the
UP’s clectoral gains. The Christian Demo-
crats (PDC), Chile’s largest party, have their
own socialist traditions and initially lent quali-
fied support to Allende’s program. Since 1971,
they have stiffened their opposition and joined
in an uncomfortable alliance with the National
Party. the second largest anti-UP - zroup.
Since the Nationals represent cconomically-
privileged Chileans, this association costs the
PDC some of its popular support. Finally,

allegations of past US intervention in Chilean
politics on behalf of anti-Allende forces serve
to tarnish the image of key opposition leaders.

Liabilities

9. Allende’s most obvious ity s that
he remains a minority president in a highly
politicized socicty. Ilis opponents control the
Congress and arc influential in the judiciary.
They also hold important assets in the news
media, the  cducational system, organized
labor, and certain sectors of the cconomy. The
constitutionality, not to mention the cfficacy,
of his every move comes under vociferous po-
litical attack. Thus, he can advance towards
his goal of restructuring the country only in
fits and starts and through an unprecedented
extension of exceutive authority,

10. More fundamentally, his strategy for
cementing the UP’s hold on power creates
cconomic and political tensions which could
undercut the gains he has made. The UD’s
reckless policies and feckless management of
the swollen state sector have given rise to
endemic economic turbulence. After an initial
spurt in 1971, industrial output has gone into
a protracted decline, while agricultural output
has fallen by more than 25 percent. Thesc
shortfalls, combined with the rapid expansion
of the purchasing power of the poor and with
near runaway inflation, have made a shambles
of domestic trade. Shortages of essential goods,
queucs, black marketcering, and political ma-
nipulation of the distribution system have
become the order of the day. Allende’s cur-
rent policies will not revive domestic produc-
tion, and he will continue to be saddled with
a dcteriorating cconomy.

I1. Allende’s immediate economic concern
is the anticipated stringency in food and fuel
supplies  during the winter months  ahead
(June-September). He is undertaking a major
expansion of food imports and of state con-
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trols over distribution, to favor the poor. But
becausc of the unprecedented pressure on port
and distribution facilities and on the burcauc-
racy, irregularities in supplies will irritate
most Chileans, including many of the poor.

19, Chile is also eaperioneing o eencian of
respect for constituted authority, as political
and special interest groups increasingly resort
to dircct and forceful action to protect and
advance their interests. The style was sct
by Allende’s practice of stretching the law
to speed the state takcover of the cconomy.
Leftist  extremists—largely independent  of
Allendc’s influence—go one step further with
illegal scizures of farms, factories and storcs.
Rightwing groups, representing dispossessed
and threatened owners, counter with their
own disturbances, and at times clash with the
militants of the left.

13. The problem now extends beyond the
activity of extremists and reflects a polariza-
tion of socicty which is wearing away the
Chilean predilection for political compromise
and abhorrence of bloodshed. The major po-
litical partics have paramilitary auxiliaries and
student affiliates geared for militant action.
Business and  prolessional  associations arc
ready to usc dircct action to protect their
cconomic stake (c.g., the “bosses strikc” of
last October). And so are the copper miners,
the government workers, and other privileged
labor unions who fear that the regimc’s efforts
to aid the poor will be increasingly at their
expensc. So far Allende has been able to con-
tain political violence short of a major blood-
letting. But political disturbances have become
nearly as commonplace in today’s Chile as
cconomic breakdowns.

Il. ALLENDE'S FOREIGN ECONOMIC
RELATIONS

14 Chile’s forcign cconomic relations re-
flect both the UP's dismal cconomic perform-
ance and Allende’s skill at political mancu-
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ver. The country is saddled with a huge and
rising foreign debt and a parlous credit rating.
From 1970 to 1972, exports fell by ncarly 25
percent, while imports rose by over 35 per-
cent. (Food imports jumped from $150 million
to $100 million.) The Allende government
sustained w $540 million trade delicit in 1972
by obtaining credits from new sources, in-
cluding politically motivated aid from the
USSR and others; by defaulting on debt re-
payments to old creditors, mainly the US; and
by allowing nct forcign reserves to run deeply
into the red.!

15. A similar pattern is cvident so far in
1973. Thanks in large mecasure to Allende’s
cultivation of a favorable international image,
the Chilcan revolution is regarded with sym-
pathy by many non-Communist as well as
Communist governments. Thus, most West
European countrics have been reluctant to
take a hard line on Chilean repayment of old
debts and a few have extended new lines of
credit. For certain new creditors, it is a case
of good business as well as good polities. Ar-
genting, and  ceven Brazil, have extended
credits for goods that they could not casily
sell elsewhere (buses, tractors, and such).

16. Beeause of a recent sharp rise in world
prices, Chile stands to increase its earnings
from copper exports in 1973 by about $200
million. This should help prevent any serious
deterioration in Chile’s import position, but
only if old and new creditors do not toughen
their terms. On balance, Chile is likely to

YAbout $1 billion in ecconomic assistunce was ex-
tended to Chile during 1971-1972, mostly for develop-
ment projects. The latter includes $400 million in
Communist development loans on which little has
so far been drawn. Among the key credits which
met Allende’s immediate import needs were (a) $100
million in hard currency from the USSR; (h) food
shipments from  Argentina, Australia, New Zealand,
and the People’s Republic of China: and (¢) $85
wmillion in balance-of-payments support from the In-
ternational Monctary Fund,
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remain dependent on political favors and sub-
ject to day-to-day strains in trying to main-
tain imports at a politically-acceptable level.

17. Allende has petitioned the USSR for
nussive ceconomic assistance to strengthen the
UP regime for the Tong haul. The Soviets are
interested both in increasing their influence
in South Amecrica and in the UP's success
as a model for a Marxist revolution through
clection. Yet they do not want another Cuba
on their hands in terms of forking out regular,
extensive balance-of-payments assistance to a
foundering cconomy. Sovict caution also re-
flects doubts about Allendc’s ability to survive
in office, as well as concern about antagoniz-
ing the US by pushing too vigorously for in-
fluence in the Western Hemisphere. Thus,
on the one hand, when Chile has pleaded a
desperate need, Moscow has extended some
cemergencey help. But, on the other hand, it
has advised Allende that he must shore up
his cconomic position through an austerity
program and by improving relations with the
US in order to increase credits from traditional
Woestern sources.

[ll. THE UNITED STATES AND THE
ALLENDE REGIME

18. Allende derives considerable benefit at
home and abroad from an adversary relation-
ship with the US. Yet he sees advantages in
pressing for certain kinds of cooperation, if
obtainable on his own terms. Thus, he has
kept lines open to Washington on possible
Chilean compensation for the expropriated US
copper companics.* For both political and

*Chile has recently been touting, as a means for
solving the compensation dispute, a 1914 treaty, which
provides for addressing Dbilateral difficulties through
a special international commission that would render
non-hinding recommendations, Allende might invoke
the treaty in hopes of setting aside the compensation
dispute for a prolonged period, during which he
might hope that his relations with the US would
appear sufficiently improved to enable Chile to carner
increased foreign credits,

cconomic reasons, however, he would not
agree to pay compensation except as part of
a favorable package deal, including lenient
terms for rescheduling of the outstanding
debts to the US (over $1 billion) and the
opening ol gencrous new lines o eredit,
mainly through international lending agencices.
In short, Allende does not want either to
repay his US obligations or to straighten up
his international accounts generally, at the
cost of domestic retrenchment.

19. Though increasingly dependent on for-
cign cconomic aid, Allende’s Chile is largely
insulated from external controls over its do-
mestic politics. This reflects its geographic
remoteness from the world’s powers, the po-
litical sophistication of its population, the
willingness of a large number of countrics to
proffer assistance, and the very complexity
of its internal political scene. Consequently,
the US lacks powerful and reliable levers for
influencing the political outcome in Chile.

20. US encouragement of the forces within
Chile that constrain Allendc’s behavior could
have some impact on the ultimate political
outcome, though at best a very limited one.
Continued US cooperation with and assistance
to the Chilcan military, for example, would
contribute to their willingness to stand up
against certain policy initiatives by Allende
(e.g., acceptance of sizable Soviet military
assistance).

21. Continuation of the present array of
US cconomic pressures against Chile, within
the context of a “cool but correct™ diplomatic
posture, can help assure that Allende’s cco-
nomic troubles—which are largely of his own
making—will persist as a major political
liability. But if the US were to institute a
policy of open and all-out cconomie pressure,
Allende would gain more political strength
from wrapping himself in the flag than he
would lose beeause of the additional cconomic
burden. Besides, Chile would probably attract

—ssensw- 5
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increased aid on political grounds from Com-
munist countrics, from certain European
countrics (despite US pressures), and from
sympathetic neighbors (in particular, Peronist
Argentina). The outcome would be the same
whether or not the US poliey were explained
on the basis of the Hickenlooper Amendment
and other restrictive US legislation.

V. CONCERNING CHILE’S FUTURE
New Turbulence Ahead

92. Encouraged by the March election,
Allende is pushing ahead with his strategy
of strengthening the position of the UP by
measures that appeal to low income groups
and by attacks on remaining opposition strong-
holds, especially in the private economy but
also in the news media and the educational
and judicial systems.® He will be prepared
to retreat temporarily under heavy opposition
pressure, or when needed to keep the mili-
tary on his side. But for the most part he will
try to ride out the tensions generated by his
policies, because he is unwilling to risk under-
taking the major reordering of prioritics—
towards austerily and discipline—nceded to
spur cconomic  growth and stem political
violence.

93. There are no scheduled nation-wide
popular clections to test the success of Al-
lende’s strategy until the municipal contests
of 1975 and the presidential race of 1976. In
the meantime there will be a series of political
erises and confrontations—some triggered by
the regime’s initiatives, some by the resistance
of the opposition to his right or the provoca-
tions of the zealots to his left. The outcome
of these tests of streugil will depeind v tie

TThe private sector stll accounts for between a
third and a half of national output, and consists
mainly of small enterprises iu agriculture, manutac-
turing, retail trade, motor transportation, and pro-
fessional services.

interplay of a scries of complex factors: Al-
lende’s skill; the opposition’s will; the provo-
cations of the extremists; the popular mood;
and, increasingly, the reaction of the military.

What Role for the Military?

2.1, The inevitable suceession of  political
crises scems likely to draw the military into
a more open and important political role. But
what role? There is evidence of growing anti-
UP feeling and coup plotting within the armed
forces, and also of a growing willingness
among opposition politicians to look to the
military for support in curbing Allendc’s
strength. Many navy and air foree leaders
apparently already feel that strong measures
against Allende are urgently required. The
picture in the army, by far the key service,
is less clear. A few generals and a substan-
tial number of middle grade officers also ap-
pear anxious to constrain Allende’s hand. But
in part because of fear of touching off a civil
war, the top leadership, especially  Com-
mander-in-Chicf Prats, continues to weigh in
against a coup.

95. A successful coup would probably re-
quire extensive high-level support in all three
services, and at least tacit approval by the
Carabineros, the national police. The necessary
support might be quickly forthcoming in the
event of very widespread disorders or such a
complete cconomic collapse as to imperil the
sccurity of the country. Short of these con-
tingencics, broad military support scems un-
likely unless there is () a major decline in
Allende’s popular appeal, (L) o broad com-
mitment to a coup by the political opposition,
and (c) an intransigent posture by Allende
in the face of demands from the military. On
balance, there would scem to be only an out-
side chance of a successful miltary move to
force Allende from office at this juncture.

6 -sec—RE:H—
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26. Much more likely would be the return
of military leaders to the Cabinet, under terms
negotiated with Allende. Such an arrangement
would, in cffeet, strengthen  rather  than
weaken  Allende’s hold on olfice, at least
initially. But the military would probably at-
tempt to curb certain UP policies which they
believe are  exacerbating  tensions, and  to
crack down against cextremists on both the
left and right. The subsequent dynamics
could work cither for or against Allende and

the UP.

Three Alternative Lines of Development

97. The following paragraphs outline three
possible lines of development in Chile over
the next two or three years: a political stand-
off; consolidation of the UP; repudiation of
the UP. At this juncture, a standoff, in which
neither Allende nor the opposition registers
substantial gains in political strength, scems
the most likely course of development. The
chances for consolidation or repudiation, while
less likely than those for standoff, appear
roughly cqual, one to the other.

98. Standoff: Neither Side Registers Sulr-
stantial Gains. Allende would experience fur-
ther gains in some aspects of his political
position but perhaps reverses in other aspects.
The net cffect would be no major shift in the
present balance of political power. Through
skillful mancuver he would weaken the op-
position somewhat further. Yet the UP's popu-
larity would still be hindered by the economic
and political turbulence. Though he might
call upon the military to shore up his regime
during rough periods, Allende would remain
sufficiently independent to continue alonz his
established policy direction. For their part,
the military would be able to sct some limits
on Allende’s political initiatives. The opposi-
tion too would be able to place constraints
on Allende's freedom of action and to criticize

his regime vigorously.

99. Under these conditions, the rules of the
political game would not be changed basically
and the way would still be open to a com-
petitive presidential contest in 1976, Without
the charismatic Allende, who would not be
cligible to run, the Marxist partics would face
difficultics in maintaining the unity of their
coalition. The opposition would face similar
problems of maintaining unity, since the plat-
form of any Christian Democratic candidate,
while emphasizing promised improvements
in the quality of government, would probably
accept a significant number of the socialist
measures already in cffect. Thus, the political
futurc of Chile would remain very much in
doubt at least until the electoral lineun for
1976 became clear.

30. The UP Consolidates Power. In this
case, Allende would cffect gains so sub-
stantial that the UP would emerge from g
1973-1974 period  cffectively entrenchedy in

power. The opposition would be unable cither
to constrain Allendc’s political initiatives or to
offer a serious clectoral challenge. This devel-
opment would probably require, in addition
to strong initiatives by Allende, a thorough
demoralization or discrediting of the opposi-
tion through major blunders on its part (e.g,
counterproductive violence or a failed coup).
The military would lend at Ieast tacit approval
to a more authoritarian government. The re-
vime would still face debilitating cconomic
problems, internal political disputes, and vari-
ous manifestations of popular discontent. But,
with the acquicscence of the general public,
Allende would have done away with consti-
tutional checks on his authority and with
cffective criticism from the media.

31. Repudiation of the UP. Allende would
cither suffer a major reduction in his freedom
of action because of military dictation in the
arcas of cconomic policy and public order, or,
in extreme circumstances, be removed from
office via a coup. This case would probably
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Reproduced at the Richard Nixon Presidential Library DECLASSIFIED

This document has been reviewed pursuant to Executive Order 13526 and has been determined to be declassified.

5 CPTRPCSSEERE: CUCTAY SO i it 3

ATIHD




il o

secxer (N

require that the public get fed up with mount-
ing inconvenience and disruption and that
the opposition be able to pin the blame for
Chile’s difficulties squarcly on Allende’s mis-
management. Also, Allende’s ability to manage
crises (especially his ability to use the mili-
tary towards his own cnds) would have to
be reduced—for instance, by tensions within
the UP created by the revolutionary zcalots.
The military might well insist that technicians
or representatives of political groups not now

associated with the UP be brought into the
Cabinet. Concern that the armed forces would
be blamed for all of Chile’s difficulties would
probably motivate military leaders cither to
¢o ahead with the scheduled presidential elee-
tion or Lo arrnge for a special one. The
chances that an anti-UP political combination
would do well in the elections would be
cnhanced. But the outcome would depend
principally on the relative popular appeal of
the candidates and how—in a new situation—
the political forces were arrayed.
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