








Contents

c k.nowl e(l:~;ment:_,

l u r r o.i uc t i ou to the 1£'.1n

ti 25

III A prIori J-rospects of the

illcrt-tcrrl Economic ProgramIV

V

VI

1972 and 1(J7

I'he FOLmd \

Inflation and St3~[,~ticil

121

Findl Kcflectiuns

VII I'he ,\..;rarian So c t cr

Referenc.es Le'

174

213

231

Chilean Lxp r e s s t on s and Al-br ev iati ons L:sed 23b











































22

Table 1:5 Annual Production of Selected Consumer Durables 1964 and 1969
(thousands of units).

1964 1969

TV-sets
Record-players
Passenger cars

7,2
13,0
7,8

110,0
81,8
22,1

The growth of these and other modern industries entailed a considerable

shift in the composition of output within the manufacturing sector:

Table 1:6 Value Added in Manufacturing, percentage shares 1960 and 1970

1960 1970

Traditional industries a)
Intermediate industriesb)
Dynamic industries c)

54,8
30,4

~
100,0

45,5
32,0
22,5

100,0

a) Food, beverages, tobacco, textiles, clothing and footwear, furniture,
printing and publishing, and miscellaneous.

b) Wood, paper and paper products, leather and leather products, rubber pro
ducts, chemical products, petroleum and coal products, basic metals, and
non-metallic mineral products.

c) = Metal products, machinery, electrical products, and transport equipment.

Both exports, public investments and the consumer durables industry con

tinued their rapid, a Ltbough s oruewhat; erratic, expansion up to 1969; neverthe

less, overall economic activity only succeeded in sustaining its high rate of

growth durinz, the first two years of the Frei administration. As from 1967 the

Chilean economy once again revealed its inherent tendency toward stagnation 

GDP per capita increased with only one per cent as an annual average 1967-70,

and in agriculture, manufacturing, construction and basic services output per

capita in 1970 even fell slightly short of the 1966 levels.

After 1966 the recession thus became expecially pronounced in the goods

producing sectors, the growth rates of which tended to lag appreciably behind

the growth of the economy as a whole. In terms of employment absorption the

Christian Democratic government's failure in this respect was conspicuous; as

seen in Table 1:7 below, the postwar trend towards services was not reversed

but reinforced.

Table 1:7 Co~position of the Creation of New Employment 1960-70 (percentage)

1960-64 1964-67 1967-70

Production of Goods 44,3 37,4 18,5
Basic Service s 10,5 4,5 10,3
Other Services 45,2 58,1 71,2

100,0 100,0 100,0

After six years of "Revolution in Freedom" all the gave rnrnent' s major promi-

ses remained unfulfilled. TI1e rate of economic growth had declined, as com-
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15) The Chilean material on the Sept.-Oct. events is abundant, and the story was
told over and over again in the Chilean press. Among the sources I have drawn
most upon should be mentioned four, however: Chile al Rojo by Eduardo Labarca,
Chile: Una Economia de Transicion? by Sergio Ramos, articles in Monthly Review,
Vol. 22, No. 8, January 1971, and the so-called "L'I'Tr-documerrts '", The latter,
consisting of memos written by agents from the CIA temporarily employed at
the International Telephone and Telegraph Company's branch office in Chile,
are especially valuable; their authenticity has been officially recognized,
and they contain much although perhaps not always accurate information which
is difficult to obtain from other sources.

16) For figures, see Amerigo Zorrilla, Exposicion sobre la politica Economica
del Gobierno y del Estado de la Hacienda Publica 27.11.1970, (hereafter~
Exposition), p , 78.

17) In September these sales reached 17,5 million dollars and in October 13,6
millions, as compared with an average of 5,3 during the first eight months
of the year. Ramos, Chile: Una Economia de Transicion?, op.cit. p. 139.

18) See Monthly Review, Jan. 1971, p. 4. "It is worth remembering", the MR edi
torial points out, "that the election of Label' Governments in Britain or
Social Democratic governments in Scandinavia has never evoked a similar com
pliment from the local bourgeoisies".

19) For a complete text of Zaldivar's report - known by the Left as the "terror
speech" - see El Mercurio, Sept. 24, 1970. Cf. also the ITT documents (e sp ,
p. 24) where the speech is referred to as if it were part of a general plan
to provoke economic chaos, a plan which is said to be "encouraged by some
sectors in the business and political community and by President Frei himself".

20) Supported by Washington, according to the ITT-documents (p , 10): "Last Tuesday
night (Sept. 15) Ambassador Korry finally received a message from the State
Department giving him the green light to move in the name of President Nixon.
The message gave him maximum authority to do all possible - short of a
Dominican Republican action - to keep Allende from power."

21) Ibid., p , 21.

22) ~~ich is clearly recognized in the ITT-documents.

23) See Banco Central, Boletin Mensual No. 515, January 1971, p. 23.

24) The ITT-documents, p. 23.

25) Ibid. , p. 14.

26) Ibid. , p. 34.

27) Nov. 30, 1970, p. 39.

28) Naturally, we will often have to recur to other sources - such as authoritative
statements by Allende and other leading UP politicians - when interpreting the
program, and we will also see that although the whole UP always declared the
execution of the program being the government's prime objective there existed
considerable divergencies of opinion with respect to how and in what pace
this should be achieved.

29) First Exposition.
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In Dec. 1970 the rate of open unemployment reached 8,3 per cent in San

tiago and 9,9 and 17,0 per cent in Conc epc i on-Ta Lcahuano and in Lo t a-Cor o

nel, respectively.25)

3. Large stocks of consumer goods. The size of these are difficult to esti

nmte, but they were, as mentioned above, undoubtedly large. Especially du

ring the first half of 1971 sales of consumer goods rose much faster than

production.

4. Large reserves of foreign exchang~. In 1970 the Central Bank's dollar re

serves reached an all-time peak. At the end of December they amounted to

333 million dollars, or equivalent to over three months' imports of goods

and services. 26)

To this we should add another "as se t" from which the UP expected a lot but

the utilization of which was not exactly at the government's free disposal,

namely the huge profits obtained by private business. In 1970, under Eduardo

Frei, distributed profits as a share of national 1:1COTlh2. exce ed ed the sum of

ail wag e s of Chile's blue-collar workers. 2 7)

The Private Sector's Behavior

A key problem was to what extent the government could mobilize the econo

my's idle resources and force the rentier class to accept the material sacri-

imposed upon it. Could the crisis atmosphere be dissipated and a cer

tain cooperation be obtained from private decision makers the economic pro

gram designed by the UP looked promising from a short-run point of view - if

not, it was doomed to failure, and nothing short of a drastic nationalization

offensive - with unpredictable economic and political sequels - or an unmis

takable retreat from the UP's basic programmatic objectives could lead to the

reestablishment of a necessary minimum of economic order.

How did the private sector react? Both production statistics and other in

formation indicate that private industry, by and large. responded positively.

For small and medium-sized industrialists, artisans, merchants, peasants, etc.,

there was not much of a choice - independently of their political opinion they

had to continue to work in order to make a living, and most of them benefit

ed, furthermore, strikingly from the economic policy of the UP. in 1971 no

organized opposition whatsoever from these groups arose, let alone economic

sabotage. But the higher up one gets, the more does the homogeneity of reac

tions disappear. Sabotage and other forms of resistance were frequent during

the first few months: Agustin Edwards, to take one example, let his bank go

bankrupt, left for the United States and became the Vice-President of Peps i

Cola co. 28) Many of the big landowners slaughtered their cattle for sale, and
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Chapter V

1972 and 1973. Inflation and Stagnation
The distinction made earlier between the UP's short-term or conjunctural eco

nomic policy on the one hand and its program of structural reforms on the other

was already somewhat artificial in 1971, and even more so in the years that

followed. But an effort to maintain it will nevertheless be made in the remain

der of this study; in this chapter we will thus extend the analysis of "tradi

tional" economic policies and of the behavior of incomes, money, prices, pro

duction levels, etc. to 1972 and 1973, while chapters six and seven will be

devoted to the political economy of the UP's nationalization and agrarian reform

programs.

The interdependence of all the above mentioned aspects of economy policy is

obvious, as is the interdependence of "economic" and "political lt factors, and

the lines of causation become more and more difficult to trace the further in

time we proceed. While it was, for example, still quite legitimate to regard

the economic boom of 1971 as occasioned mainly by the government's short-term

reactivation program, it is much more difficult to divide the responsibility

for the economic performance later on between the effects of (a) the UP's ini

tial, exaggeratedly "Keynesian" manner of stimulating demand, (b) the program

of structural transformations and of (c) the over-all political situation. All

these factors and several others were certainly influential - and influenced

one another - and to do justice to the dialectics of the Chilean process under

Allende a better synchronized analysis than the one presented below would no

doubt be required.

It should however be stressed that the intensification of class struggles

and the further polarization that characterized Chile during the latter half

of the L~ administration gave political factors in the most narrow sense of

the word a more decisive impact upon the behavior of the economy than had been

the case in 1971. Without wanting to emphasize the distinction between economics

and politics, let alone suggest a one-way causal relationship between the two,

I will therefore indicate the differences between 1971 and 1972-73 by making

a change in the disposition of this chapter with respect to the preceding one:

in what follows the political panorama will be presented before turn to

"strictly economic" developments instead of the other way around.

Major Political Events
After having reached its high-water mark some six months after Allende's taking

office the political strength of the UP gradually began to deteriorate, and by

1972 all the parties of the Chilean Left admitted that the "popular forces" hac1
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The New Economic Situation and the Lack of New Policies

As early as May 1st, 1971, President Allende forewarned: difficulties lie

ahead. "The purchasing power that you now dispose of", Allende told the mass

of workers listening to his speech, "has given rise to a sales boom never ex

perienced before in Chile's history, but you must remember that it is necessary

to restore certain things. In fifteen days or in two months our stocks will be

depleted ••• Chile is not accustomed to rationing, and we do not want such

a system to be introduced. Therefore. comrades. we have to produce ••• ,,15)

Despite good-sized increases in output in 1971 the "battle of consumption"

had turned out to be much easier to win than the "battle of production". The

recession of the late Frei years had been cured; now the problem that arOSe was

how to find remedies for the overdose of stimulants and for the explosive in

flationary pressures that had been created.

To confront the new circumstances more drastic measures than appealing to the

workers' consciousness by asking them to produce more were called for. But what

ever these drastic measures might have consisted of they were not implemented,

and with the political situation growing increasingly critical the government's

always very limited freedom of action was further and further reduced.

The first of the economic battles that was irrevocably lost was the battle

against inflation.

The Revival of Inflation

After a brief period of relative stability of prices in 1971, when consumer

prices rose by only 22,1 per cent, the pace of price increases began to acceler

ate at an unprecedented speed:

Table V:l. INE's Consumer Price Index, Percentage Increases.
Selected twelve month periods

Period Rate of increase(%)

Jan. 1971 - Jan. 1972 24.8
July 1971 - July 1972 45.9
Jan. 1972 - Jan. 1973 180.3
July 1972 - July 1973 323.2

(?)a)Jan. 1973 - Jan. 1974 800

a) The junta's estimate. See explanation in footnote 16 below.

The month-to-month development was as follows:
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The inflationary pressures were too strong to permit manipulations with price

controls. Behind the 1972-73 inflation lay an explosive increase in the quantity

of money in circulation in Chile. During 1971 the price spiral could still be

suppressed somewhat thanks to idle capacity, curtailment of profit margins,

cheap imports and, last but not least, thanks to the existence of large stocks

of commodities which could absorb part of the inflated demand for goods. In

1972 these roads were all becoming blocked, however, and with a certain lag even

official prices caught up with the massive injections of money into the economy.

In 1972 and 1973 both series accelerated upwards in an almost parallel way:

Table V:3. Quantity of Money and Consumer Price Index, Percentage Increases.
Selected twelve-month p~riods

Period
EndOI

Percentage increase of
Quantity of money Consumer prices

Dec.
Dec.
April
July

1970 - Dec.
1971 - Dec.
1972 - April
1972 - July

1971
1972
1973
1973

114
172
219
292

22
163
196
324

Source: Based on Banco Central, Boletin Mensual, various issues, and Table V:2 above.

But why did the supply of money increase this fast?

The fact is that the UP's reactivation program, once initiated, became impossible

to check for both economic and political reasons. Tough stabilization policies

were out of the question, since the good times should continue; we recall Dr. Allende's

words about "continuing e xpans i on" being a nec.essary condition for the viability

of the '!Chilean road to socialism ' 1
•

19) Wages sllould not be cut down, material

sacrifices should not have to be imposed upon the Chilean people. Taxes should be

raised for the high-income groups, true, hut this could not be done against the

will of the Congress (which flatly let all tax increase bills down). And the public

sector had to continue to expand. argued the UP which let the h\ld~etary deficit

increase from ten to twenty-six billion escudos between 1971 and 1972. 20)

Let us now see hOt" the f,overnment's intentions and efforts to cope with the new

situation were reflected in its incomes policy - a policy which was both a cause

and a symptom of the rapidly approaching monetary crisis.

The UP's first year brought, as we 11ave seen, great economic benefits for Chile's

wage and salary earners. The new government also promised that the real income

gains obtained in 1971 should be maintained in subsequent years as well. In the

general CUT-government agreement it was thus established that from 1972 and on

wards all - or almost all, at least - income groups were to receive full compensa

tion for the inflation. That is, wage readjustments at the beginning of each year

should be based upon, and should not fall short of, the preceding year's rise in
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Thus, although the LT emphatically declared that the great majority of business

establishments would remain in private hands there is little doubt that this

majority of small and medium-sized firms were to be deprived of all possibili

ties to compete with the public sector in "strategic" activities. The full

carrying through of the UP's sweeping nationalization program could then signi

fy the virtual deathblow to Chile's till then most powerful domestic and foreign

economic interests. The necessity to expropriate only a limited number of com

panies in order to control the economy was, of course, a corallary to the UP's

thesis of the Chilean economy's extremely high degree of concentration. According

to ODEPL~~, the National Planning Office, the nationalization of just a few key

firms in key sectors would permit the State to increase its share in the gene

ration of CDP from somE la per cent in 1970 to about 40 per cent in 1976.
2)

The distinction between "monopolies" - which should be fought and expropriate

- and medium and small-scale entrepreneurs - who, in theory, were allies of the

working class in their common anti-monopolistic struggle - turned out to be quite

difficult to make, however, and even more difficult to put into practice. There

was perhaps no other political issue which so clearly reflected the differences

that existed within the Chilean Left and the contradictions inherent in the UP's

program, and the Allende government's attempt to pursue a consistent policy in

its nationalization project was soon shovm illusory. For the so-called " an t i 

monopolistic" strategy was unsatisfactory both from a social and economic point

of view: and as it was bound to clash with the interests both of the bourgeoisie

and the working class it was politically infeasible as wel L, But more on this

below t when we analyze the politically most important implications of the UP's

efforts to create a strong state sector of the economy.

NOWt despite violent resistance from those monopolistic interests which were

to be expropriated the UP program got off to a good start. In two years all

major mineral resource interests and commercial hanks had been taken over by

the state, and the private sector's dominance in several other sectors was

being broken. But before turning to the main prupose of this chapter - to study

the advances and difficulties in the construction of the social area of the

economy - the UP's main arguments for the nationalization policy have to be

presented.

Principal Objectives
Like all who claim to be Narxists the UP leaders asserted that the 3.bolishment

of private property in the principal means of production was a necessary -though

certainly not sufficient - condition for the construction of a social i s t society,

and the UP's "social area" was conceived as "t he embryo of the future s oci a l i s t
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When it came to the financing of this expansion plan Kennecott escaped without

having to raise a single dollar in fresh capital. Its only contribution was a

credit of about 90 million dollars - that is, the sum, i nc Iud i ng interests, re

ceived by the Chilean state - which Kennecott granted the new mixed company

Companta de Cobre El Teniente. The rest was supplied by the U.S. Export-Import

Bank (119 millions) and the Chilean state. Thus, while the Frei-Kennecott agree

ment failed to "Chileanize" both the profits and the administration of the com

pany it did "Chileanize" a large part of the capital costs as well as the re

sponsibility for the repayment of credits from outside sources.

The results of the "expansion plan" turned out to be meager. In 1970 - the

last year in which El Teniente was under the exclu~ive administrative control of

Kennecott/Braden - production amounted to 176 600 metric tons, while the plans

made up four years earlier indicated 213 400 tons (see Tahle VI:7). This further

confirms the verdict of Keith Griffin, expressed before the outcome of the

"expansion plan" was known: "The agreement with Kennecott appears to be a disaster

from Chile's point of view. ,,23)

Table VI:6. Output from Gran Minerta 1964-70, thousands of metric tons

Year Tons Year Tons

1964 528 1968 519
1965 496 1969 540
1966 538 1970 535
1967 537

Source: ODEPUU1, Antecedentes ••• , op.cit., p. 128.

Table VI:7. Projected Output in 1970 According to the Expansion Plans and
Actual Production in 1970, thousands of metric tons

Mine Output projected Actual output Plan fulfillment
for 1970 (197O) (per cent)

Chuquicamata 317,8 263,0 82,7
El Salvador 95,3 93,0 97,6
El Teniente 213,4 176,6 82,8
Exotica 22,7 1,9 8,4

Total 749,2 534,5 71,3

Source: Banco Central de Chile, Bolettn Mensual, May 1972, p. 626 (actual
production); and Panorama Econ6mico, No. 246, July 1969, p. 20
(planned production).

Chuquicamata, El Salvador, and Exotica

Anaconda, owner of ChuQuicamata and El Salvador, first refused to be "Chileanized"

- it only let the Chilean state acquire a 25 per cent interest in the future ex

ploitation of a new mine, Exotica, which was to start producing in 1970. Anaconda

did, however, sign an agreement with the Chilean state in 1966 in which the



























































































Table VII:l. Distribution of Agricultural Land by Size Groups 1965

Size unit ;~umber of uni ts Surface covered
(t:lnds~ of hectares)

Average
si ze

Sub-family
Family
Hulti-family medium 000
>h..lti v f ami l l ar ce

Total 2'):.> ioo
24

0,7
9,9

10,!.
79,0

1,7
30,0

145,0
200,0

Source: Ministerio de
1965-80, Vol. 1, p~

~ Plan de Desarrollo Agropecuario

some'What already 11 23 per cent between 1 and

and Wl~4L ~ocial and economic progress been made in Chile was out of reach

for the great majoritv of ttle agricultural - a fact vhi ch t Se c orr-

t i nua l exodus f rom the countryside

i n to urban slums provided ample proof

t.he con ccmi tant t r ans fer of rural poverty
5)

The polarization in the countryside wa s

the earlier ad~inistrations' agricultural

sino was weak se} heard; wh i

r ein fo r r-ed rather than counteracted by

policies~ The voice of the poor campe

big l ancovne r s had cl fi!1T1 control of

legislation and policy implementation at all levels the ag r i cu l t u r a I workc r s

and smallholders remained poorly eciucated, badly and without re

presentation vhat s oever in dec i s i on-mak i ng i n s t i t ur i on s , Under these. CirCUJ11

stances it is quite natural that the e c oncr-i c gulf s ep a r a t i nr- the two poles

existing in rural Chile continued to l,Jiden; a o r i cu Lt ur a I policies consistently

tended to serve large landowners and urban pressure groups, not agricultural

workers and minifundistas. 7)

Credit policy can serve as an e x.arnpl e , Al t.bour-v. the a z r i cu l t ur a l sector as a

whole received benevolent treatmeJlt when it came to access to capital - in 1964

agricultural loans ~ade up 3S per cent of all public and private institutional

credit - small producers had liltl

rnarket~ IllC bulk - 93 per cent

contact with the organized credit

all credit vent, to the Lati fund i s t a s , not

to the ly-sizeJ or minor instead of benefiting from tIle nepa-

tive real rate of interest the fo rme r e n j ov ed through institutional loans we re

f or ced to the market run and o ther local moneylenders

where the nominal rate of interest zene r a l Iv exceeded fifty per cent.
8)

Tax policies also served the interests of the wealthv. Virtually all taxes

inheritance enabled t~le large estates 
9)

off almost seal-free. A ~tudy fro~

ve r e indirect, and the extreme 1ight on land, capital, income, and

especially the idle ones - lo get

tax p av i.n g and ccus unp t i on habits

of twenty large landowners (all ~illl

of dollars eacll) revealed

nssessments exeeclli the equivalence

an average income of 45 865 dollars
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able to elaborate and implement a new agrarian strategy. 1964-70 was, as Eduardo

Frei liked to put it, only to be the beginning of a long era of Christian Demo

cratic rule in Chile, and although the PDC towards the end of the sixties had

to recognize that the agrarian "revolution" had been delayed somewhat they did

promise to correct some of the mistakes made and to accelerate the agricultural

trans.fonnation.

The acceleration of the process instead became the responsibility of the govern

ment of Salvador Allende which, as will be seen below, had to work with exactly

the same legal tools as its predecessor hut under different circumstances and

inspired by different intentions.

Before leaving the 1964-70 agrarian reform we must, however, give credit to

the Christian Democrats in one~portant respect: they did succeed in stimulating

the active participation of the campesinos.

Campesino Mobilization

The rapid abolition of all remaining legal bans on agricultural trade unions

was one of the first steps taken by the new government in order to permit the

campesinos to express their opinions and fight for their interests collectively.

Encouraged by active support from CORA and other public institutions, as well

as by a virtual invasion of the Chilean countryside by cadres from different

political parties anxious to gain influence in the awakening campesino movement,

the rural poor did not fail to grasp the opportunity:

Table VII:4. Agricultural Trade Unions 1964-70

Year Number of Unions Nurnbe r of !1embers

1964 24 1 658
1965 32 2 118
1966 201 10 647
1967 211 47 473
1968 325 71 721
1969 385 101 232
1970 a) 488 127 680

a) June 1970

Source: Alaluf, et.al., El sector agrario in Instituto de Economia,
La Economia Chilena en 1971, op.cit. p. 493.

Not only trade unions underwent a spectacular growth - campesino cooperatives

and similar organizations, non-existent before 1964, absorbed another 100 (lOO

members, mainly minifundistas and small tenant farmers. The cooperatives' con

crete eco~omic achievements were insignificant but they did serve as educational

centers for large groups of peasants who had earlier been almost deprived of

both elementary education and regular contact wi t h other c arnpe s i nos ,
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that a large number of those medium-sized farms were quite efficiently run and

accounteri for a disproportionately large share of the marketable surplus of food

stuffs.

The obligation to grant the expropriated landowner a~ of 80 B. Hres.

was an even greater hindrance to the realization of the UP's agrarian objectives.

The LT had argued that the future planning of the reformed part of the agrarian

sector was to be conducted not on an artificial estate-tc-estate basis but by

whole areas; this was rendered impossible by the right of the former owner to

retain his~ and by the fact that the agrarian reform law stipulated that

every expropriated funde was to form a unity of its own and that only permanent

workers and sharecroppers could become members of the cooperatives that were to

be established (save in cases when the affected campesinos themselves agreed to

take in others. If CORA and the beneficiaries were in agreement, they could

organize the expropriated areas as they liked). Furthermore, the law allowed the

expropriation of land only. Buildings, machinery, equipment, inventories, cattle,

etc. were not included, and neither was the control of irrigation works; in choos i ng

his~ suitably the landowner could, and did in many cases, direct and re

direct the supply of water.

The legal restraints to a more radical agrarian reform were thus numerous, and

since the correlation of forces in the countryside and in the Chi lean society

as a whole did not develop favorably enough for the Left, the UP's amb i t i o ns had

to be reduced. vhet cou l d , at best, be achieved was a successful bourgeois-demo

cratic agrarian reform, not a socialist one, and in most vital aspects the reform

of the UP was only an extension and acceleration of the work initiated by the

Christian Democrats.

Implementation
The Destructive Phase: the Death of the Latifundio

In tHO years Chi le "li] 1 be Li he r at e d f r om all latifundios; this was the promise

gi ve n by the new government when t ak i n a office. Both in order to respond to the

s t r on r pressure from the eampesinos and to p reemp t. the spread of uncertainty the

UP decided t o act imnediately34), and more fundos were expropriated in the first

fourteen months than durinr, the whole Christian vemocratic administration. By the

end of 1972 virtually no estate liable to expropriation due to excessive size

remained, a1 t acugh the actual taking possession of the land by C:0~i\ and the campe

sinos was very often delayed for six months, or even a year - \..rhile in the mean

time, a tremendous de c ap i t a l i zat i on occurred.

It was in a climate of social turmoil that this massive expropriation took

place. The electoral victory of the I'P had ?iven the campesino movement Cl new
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agrarian reform, the expropriation of the latifundios, witnessed a rapid rle

capitalization of the expropriated areas and a subsequent mechanization of the

reservas; in the next stage, the f i r s t tendency was More than amply compensated,

however, since assistance from en:':. soon e x cee ded the initial losses. Both the

private multi-family estates and the reformed cooperatives - i s e , the agricul

tural. workers' only possible employers - we r e thus be corni nr; more and more

capital-intensive, and. Allende's promise of 50 ()()O tractors to the re f o rme d

sector poi~ted to a further development in this direction.

Lab o r p r o duc t i v i t y in Chilean agriculture wa s indeed very l ow - only abou t

one-r t.h i r d of the national average - and needed t o be increased. t-lechanizalion is

a blessing for those who benefit fror it; it lightens the hurden of 1ahor, it

raises lahor productivity, it is the neccssarv condition for all long-ranpe eco

nomic progress. Rut were the the I1n- and underemployed mass of landless day

laborers in rural Chile able to s113re these henefits, or was the surplus of men

over jobs to be perpetuated or even increased by the developments that took

place? This we \"i11 never know with certainty, hut it is quite conceivable that

the Al1ende government's way of promoting technolo~ical pro?ress in the long run

could have served to accentuate unemployment and poverty arnong 1arr,e peasant

groups.

Availability of Foodstuffs 1970-72
Domestic Production

We have seen earlier that agricultural production went tlP markedly in 1970/71,

and that a modest increase fo l l owed in 1971/72. Rut in 1972/73 there came a very

poor h a r ve s t ; as Table VII:12 shows, the total area under cultivation fell by

aloost 20 per cent, 'With consequent drops in the production of most major crops.

It is difficult indeed to assess the relative importance of the various reasons

behind the relatively good harvests of 197] and 1972 and the serious crop failure

in 1973. 'vee t.he r conditions affected output, of course; these were very favorable

in the agricultural years 1970/71 and 1971/72, but quite adverse in 1972/73. But

several other factors interacted.

It might have been expected that the most serious production problems wou l d

arise during the initial phase of the land reform, when uncertainty was widespread

and ownership of more than one quarter of Chile's agricultural land changed hands,

and that the situation would stabilize when all latifundios had been expropriated.

But the pattern was, as seen, quite the opposite, the main reason probably being

that outside the agrarian sector the former half of the ~11ende period was charac

terized by relative tranquility, while as of middle 1972 galopping inflation,

infrastructural bottlenecks, political turbulence and rightist sabotage occasioned



205

Table VII: 12. Area Under Cu1ti vation (thousands of hectares) and Harvests
(thousands of metric tons) of Major Crops 1969/70 to 1972/73

1969/70 1970/71 1971/72 1972/73a) Index 72/73
Culti- Cu l t i.r- Cu1ti- Cult i- (69/70 = 100)
vated Pro- ~ Pro- ~ Pro- ~ Pro- Pro-

Crop area duction area duction area duction area duction Area duction

Hheat 740,3 306,9 727,4 368,0 711,8 195,0 470,0 827 ,2 61>,4 1>3,3
Barley 47,4 97,4 52,5 113,6 67,1 139,0 67,0 147,4 141,5 151 ,I,
Rye 8,3 10,7 8,9 12,3 9,2 12,4 9,0 12,5 108,4 116,8
Oats 72,6 110,5 75,3 112,0 83,8 111,3 70,4 97,5 91>,1 83,1
Rice 25,2 76,2 27,3 67,1 25,7 86,3 18,0 61,2 71 ,4 80,3
r-~ai ze 73,9 239,1 77 ,0 258,3 84,S 283,0 108,0 388,8 148,8 162,6
Pulses 96,S 89,6 114,2 99,8 131,1 113,6 112,2 105,3 116,3 117,5
Potato 71,7 683,8 80,0 835,8 79,2 733,0 70,4 605,4 98,1 87,1
Sun-
flower 20,2 28,2 15,3 20,3 14,8 19,9 13,4 16,0 66,3 58,2
Rape 53,7 69,9 49,4 82,1 56,1 78,0 40,0 52,0 74,S 74,4
Sugar-
beets 41,7 655,] 35, I 390,7 31,4 201,6 26,0 936,0 62,3 56,5

Total 1 25],5 262,4 ~ 004,4 _i!.£.2

a) Preliminary data.

Source: 1969/70 - 1971/72: Instituto ~aciona1 de Estadlsticas, Encuesta 'iaciona] Agrope
cuaria de Mayo de 1972, pp. 3ff. 1972/73: Third ~Iessage, p , 278.

much rrore disruption and disorganization than the social stru~gles in the country

side over the land question had caused earlier.

He can distinguish three main factors whi ch in particular affected the 1972/73

harvest adversely:

1. Bad weather conditions. Huge rainfalls in the South dur i n c the Chilean spring

(September-~ovember) delayed or even impeded completely the sowing of several

major crops (wheal, rape and sugar-beels, above all). This was the prime reason

for the decline in area under cultivation that took place in most of the southern

provinces.

2. The "October events". The prolonged transportation strike (rather "lockout", as

it ought to be called) occurred during the most hectic africultural season, or

right when spring sowing was gains!, on. The delivery of seeds, fertilizers, pesti

cides, etc. was cut off almost totally for more than three weeks~ and the time

that was lost could only partially he recovered. Acco r di ng to very roug:l and

preliminary estimates by CORA about three per cent of the who l e year's crop was

lost due to difficul ties directly caused by the "October eve n t s", 72)

3. Disorganization. llere we must include a great many factors which influenced

the normal farm work in a negative ~...ay: continuing strikes, land seizures and

social stru~gles of various kinds, outrip,ht sabotage fro~ ex-latifundistas and

medianos linked to the political opposition, the disruption of traditional mar-
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15) Lands Alive, 1965, p , 66.

16) See especially CIDA, Chile: Tenencia de la Tierra y Desarroll0 Socio-economico,
op.cit.

17) That is, the Conservative and the Liberal Parties, which in 1966 got together
to form the National Party (Partido Nacional).

18) Figures on the agrarian reform 1965-70 are found in, among others, Alaluf,
Barraclough, et.al.) Reforma Agraria Chilena: Seis Ensayos de Interpretaci5n,
1970; and Alaluf, et.al., El Sector Agrario •.• , in Instituto de Economia,
La Economia Chilena en 1971.

19) ECLA, Economic Survey of Latin America 1969, p. 155.

20) Jorge Godoy & Nanuel Krants, La Corporacion de la Reforma Agraria y su Gesti6n
- Analisis Financiero para el Perrodo 1964-70, 1971, Table 14, p. 164.

21) Article in Cuadernos de la Realidad Nacicnal (CEREN), June 1970, pp. 77-78.

22) The average asentamiento comprised ahout 40 families and was managed jointly
by CORA and a committee elected by the members. For a brief description, see
Solon Barraclough, Alternative Land Tenure Systems Resulting from A~rarian

Reform in Latin Amer i ca , in Land Economics, August 1970.

23) This was undoubtedly the 0plnlon of Jacques Chone-hol, too, although hardly
of Eduardo Frei and his rightist followers within the Christian Democracy.
The legislation favored the splitting up of the land; Article 65 of the Land
Reform Law stipulated that unless the campesinos decided o t he rw i s e , 11 ••• the
land acquired by CORA will "be assigned to the campesinos as private property".

24) An inquilino usually had us uf ruc t right to cultivate a srr a l l plot of land for
his own consumption, paying for this right wi t h l abor obligations to the
landowner. In the early 1960's the number of inQuilino fanilies amounted to
s l ightly more than 80 000. .

25) Agrarian Reform and Structural Change in Latin America: The Chilean Case, in
The Journal of Development Studies, Jan. 1972, p. 168. It should be pointed
out, however, that real wage s of pennanent ag r i cul t ur a l workc r s a l mcs t doubled
between 1965 and 1970 due to the equalization of legal minimum wa~es of
agricultural and industrial workers. Since the landowner was free to fire the
workers he now found unprofitable a large number of pe rrran en t vcrke r s were
however turned into unattached day-r l abo r e r s as a result of the new lE~?-.is1ation.

26) 1}hether "Ln spite o f " or "t.hanks to" the agrarian reform I dare not say, but
the index of agricultural output developed as follows be t we en 19(,5 and 1970:
1965=100,1966=111,8, 1967=116,4,1968=117,0, ]969=109,3, 1979=114,7 (1965
prices used). Source: TeTRA, Diap,n6stico de la Refonna Agr3ria, (hereafter
Diagnosis) op.cil. p. iV-30.

27) See especially A'la Luf et.al., Reforma l.r;raria Chilena: Seis Ensayos de Inter
pretaci6n, op c c i t ; , and ICn'v'l, Dias;nosis.

28) See Instituto ~acional de Fstadfstica, Encuesta Nacional Agropecuaria, various
issues.

29) In interview made by Regis Debray, Pouto Final, Xarch 11, 1971, pp. 48-49.
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