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Il.

Mr. President, Salvador Allends, tha Chilezn

Marxist, has now taken offize as President in

that country with virtually no significant

oppesition to holéd kim ian check, and ﬁith a

cabihet comirated by the Communistz and his

own even more extreme Sceialist E’art'jr.

All=rde was a narrcﬁ winne- in the three-way

prasidartial elections on September 4, when

his Popular Unity <oalizion got nim 36.6 percent

of the wvote. '

A. The orthocdox pro-Moscow CoTmunist Party of
Chile put tegethsr the Popular Unity cealition,
ckose Allende as ths candidate, ard provided
the organizaticnal bHase for ais election.

BE. Rllende hirmself balongs to the Sccialist Party.

This is a Marxist, nationalist party with a

strong faction committed to violent ta’f-.rﬁlﬁtion.

rather than the parliamenzary rcad to power fa-

vored by the Mescow-line Chilear Communist Parcty.
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III.

l. The Socialisks, in fact, earlier this year
appeared ta ke ready toc jettison Allende.
He has hsen the parsnnial Marxist canci-
date, but the extrems left wing of the
Sccialist Party mistrusts him. This
radical wing fe=ls that Le has not heen
a firm supporter of vielent revolution,
but has favared alliances with -the Caramuaists
with a wiew to parliamentary wvictaory.
2, The leftwingers--who could cain control
af the Sacizlist Party in coming months-——
feel that Allende, under Communist
tutelage, would move cauvticusly to Turn
Chile into a Communist siate. In contras=s,
they believe that the current situation is
favorakble for a massive, radical, and
vidlant coasolidation of powar,
Chilean election law pravides that when no presi- ’
dential candidate receives a majeority, the prasideat
will be chosen irn a rur-off by both houses of
Congress mecting jelncly.

A. The ferces which mich: have opposed Allende

- ¥

in that Congressicnal wvote on Octcber 24

e -
MNa Foreipn Disgem



were netbt only fragmentad, but were laft

leaderlass bafore the Jongress mez.

1.

Radamiro Toxic, the ceadidate of ovtgeing
Prasident Eduardo Frel's Christiaa Demo-
crabts, recognized Rllende on the heels

of the popular vo:ie as president-=lect,
hecause af his pluralify.

It a special Christian Demccratic congress,
Tomic and other laft-wing leaders overrode
moderate elemernts =nd wvolkss to supnort
Allende, ;

cGnse:vativé former presicdent Jorge
Alessandci, who had trailed by cnly

40,C00 in the popular vote, at first
plarned t= make a strone fizht in the
run-off. But on Octoher 9--afier the
Christian DeTocratliz cascus decided ko
suppert Allende--Alsssandri asked his

followers not o vote £ him.

Th= Allende forces, even bafors the run-off, were
neving guickly ané foroefully to ensuze his

inauguration ard to consolidate control.
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Methods rangin¢ from scothing persuasion to

terrorist threats wore used effectively to

ma<e his presidency appear palatable--and

inevitable.

1.

His supporters exerted major influence

on *he information media, either mareu-
vering their way in, or simply declaring
their author-itv in the name cf the
forthcoming regine.

Allernce and his clese assccociates contactacd
many impor:tant Chiieans*in galitical,
goconomic, and such professicnal fields as
education, to reassure then that ccoperation
would pay.

Grass-roots sucport for Allende was whinped
up by some 8,300 Popular Unity Committees
in fzecteories and neighborhceds, organized
originally as carpaign forces for Allende's
popular electipon, These groups, largely

cantrolled by the Communiz=t Partvy, will

o

apparantly be Xest in beirg ard expanded

to provide lacal prepaganda, coatrol, and

intelligzrnce.
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on Cotoler 24, 195% oI £he 200 legislators in

the full Cengress sacwad up. {(Allende himself

did not vote, and four others were 1ll.}

l, Allende got 1531 votes--74 of thEm‘erm
the Christian Damocrats. Their 19 sena-
ters and 55 national deputizz followed
party orders to vete for Allende.

2. Alessandri got 35 votes from the Wational
Party.

3. Beven nembers of the Congress abstained.

Even before the eplection, ¢here had been specualation

that as a last resert the Chilsan military would not

permit a Marxist government to take office.

nh.

Many high=ranking pfficars had expressed
opoosition Zo hllends, and a few had old
nited Stateé officials that as a Marxist,

he would not be allowad to becore president

if he showld win.

when Allende won his plurality, a number of high
officers--including troov commandexrs and the
head af the Al> Force--were casting about for
ways, means, and support to prevent a Marxist
government,

1. This group inciuvdad Gereral Viceate Huerta,
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commardant cf the Earabinergﬁ, who has
nov been replaced.

2. A nﬁmber of them still cxpressed op-imism
thaz Allende wculd be defeated in the Con-
gressonal rua-off, -

To sum up the situaticn between the election on

Septenser 4‘aﬁd the itauﬁuraticn on November 3,

thexe were saéz irportant elements in both the

military and political estanlishments which
perceived that Alleade should not he allowead

tCc bring a Marxist regime intoc cffica.

Also presen:, there was an array of power

factors which--if it had been united and tatally

committed to a plan—--czuld hawve prevented

Allende's assumpticn of the presidency.

1. As the situation develgped, howaver, the
faction which controlled ths Christian
Democratic Party-was cdetermined to reach
an sccommadation with Allesds, and would
not eznsider an ad hoc political alliance
with the Haticnal Parcty Lo stop him.

2, The military, £cr its pa-t, was committed
tc support the constitutianally-clected
president, beth by i<s non-poliitical
traditicn, and through the Eirm conviction

; .
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ané_explicit policy of the Army commandor—
in-chi=f, Genzral Rend Schneider.

1. Those diverse creups of military and
pelitical leadezs who £id wish to preveat
an Rllende presidency at no btine acted in
concert nor demonstrated the couragz to mowve.

D. This immobilism can ke attributed in & consid-
erable degree to the existing climate of public
opinion. The Chilean pezple had been softened

u» and conditioned f{or six years to accept

revolutionary languags, not chly coming from

the Communists and Socialists, but generated

»

by th= ruling Christian Demacraks themselves.

1. The Chilean government had permitied the
Soviets and the local Marxists to carry on
their political zction and propaganda acti-
viti=s without bindrance.

2. As a result, the Chileans viewed the coming
of Allende with aporehensicrn and unease, but
not with the rspuagnance andé gat concern whicﬁ
could have led to actien.

E. Essentially, each element in the power structuro——
the politiczl ard the military--lookad La the

pther 9 praevide the leadexship, but ro leader

S - ‘
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with the clout to hring it off was willing to

ster forwarZ at Lthe czucial momcht.

1. Among the military, the negative attitude
of Army commander Schneidar was a blocking
factor, whether it stemmed from dedication
to thke constitution, or a reparted preference
for Allende., It influvenced CGeneral Carlos
Exats, who becane Army commancer when
Schneider was assassinazed, In earxly stages,
scme offigcers had considsred Prats the beast
potenzial leader against Rllende.

Recired Army General Foberto Viaux, wha hacd led

an earlier abertive military revol: to inprove

the position and percuisites of the military, was
actively seeking support for z coup attempt.

Most of the senicr active officers, however,

faared the risks involwved in the communication

anc ecordination esszertial for choosing a lazder
and ensuring suppcrt Erom thely fellow officers
ard troops.

l. 2s tlhe deadlipe €&r actior aasprosched, the
cecperation c¢i troop commandars in the
Santiage arsa--considsred a necsssitv—-was
not assurad. Divisions among l=ading officers
becans more evidéent, for example by the calls
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which several admirals paid orn Allende.

Schreider's assassination unified thes military,
but the shcek of it unified them againsk any
likelihood of a coup to keep Allande froem cffice.
In addition, the assassination grevided an exouse

for some bo *ake no action.

Allende announced his cahinet a few davs befora

his takeover.

h‘

Ellende himself--znd probably the Communists--
would prefer for the time being to project a
non-radical image.

Let us nake no mistake, howswer: This is a
hard-lina, militant cabinet. It reflecis the
deternination of tha Socialists to assert their
more radical policy from the start. The Commu-
nists have countered by holding out fﬁr-the kav
econoric and patronage ministries. In satisfying
bath, Allende has wound up with a cabinet clearly
dcminated by these two parties at the expense of

the ather mambers of the ccalibion.

VIL.Allende's attainment of the presidency with only

ahout che third of the country's vcte climaxes

a highly successful pelitical career of neacly

35 years.

i
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A. The men knows how to achieve his ends. Ee

xnows the polizical forces of the country
inside and out. Hez has a thozough familiarity
with the goveramental and economis structures
he plans to revolubionize, in the course of
building the socialism he cglaims will solwve
Chile's wany seripus problems.
l. He is tenacious and singleminded, Lut
he knows how o dlssemale his cetermi-
nation with 2 flair for maneuwvering.
a guick wit, and an instipct for when
to reassure and when o challernge.
2. He has alse demonstrated in the past
that he is acest at remaining in commaind
of a querrelins coalitica by playving off
rival farces zgainst each other--a belan—
cing act he will have to rely on to sab
his own pacs Zor change when the Socialists
want to precced fualf =ilt with the proclam-—
; atich of a Marwxist cChile, while the Coomu-
nists czll far 2 nore deliberate construc-
tion of the faundfations.
B, We do nbt cxpect &n immediate flazd of radical
constitutionz] revisions o consalidate his

poelizical and economic control., The consti-

: =l
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tution’ already gives the president broad powers

af execctive dec-ee--recently enlarged by the

Frei government. With the next congressicnal

elections sek for 1973, he has ample time to

obtain the legislatico he may need without
triggering appesition by hasty and alarming

demands ,

We expest that his fizst ezonomic meves will

be aim=d at cgntrol of the majar mining, indus-

trial and financial enterprises that he con-

sidars essential Lo his plans.

1, These assets, combined with the substantial
Foreign exchanhge reserves ke inh=rits
from the ovtgoing government, will
puc his r=gime in good ficancizl shape
at the outset. .

2. Recent high copper prices and extensiwve
recent U.S, invastms nt in expanded copper
productizn in Chiis are additizral bonuses
for the new rz=girng, althouch world cooper
prices have bee: &ropping, and there are
indications that supply Ls approaching
demand.,

3. FEe grd his main economic advisoexs are

concerned, howaever, abopui Lhe daetarioraticn

=11-
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oI the internal economy sinee his elsction,

D. Ee has describked inflzuion as the mosk urcent
proalem of the moment.

E. Eis progzrem for socialism will be facilitate3d
by the already prepondsrant role of the Chilsan
goverament in nearly awvery fleld pof economic
activity. The private enterprise systen kas
already been distorted by 20 years of rapid
irflation and government intervention.

In the international econcric field, we expect that

Allence, at the start at lesst, will move with

caution and with considerzhle regard for the

reailities. He has asserted his intsrest in foreign
capital and technolcgy as loang as "the benefits

are motual.”

A. Urnderstandakly, foreign investors will bs wary
af a professedly Marxist regime, and new forsian
gredits will be harder to come by.

B. Allende and his represantatives have relterated
in public and in private thelr hopes of retaining
Chile's traditicnal hzrd currsncy mazkets in
Western Europe, Japan, and elsewhere for their
copper, iron, and aother expor:is, as well as

plans for expanding into Commuornist markets.

o e
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1. We knew that Fidel Castro has sdvised
Ellende te keep Chile's copper sales
in hard currency.

C. U.S. private assets= in Chile total abcut ane
and a half billicn deollars, of waich slightly
less than half consists of Chilean govarnnent
notes issued for rationalizaticn, heldings of
public bohds, and long- and short-term loans.
1. We estimate the book wvalue of direct U.S.

investmant'at 5800 miilien, although re-
placement would be considercably higher.
More than half--548C million——is in mining
and smelting.

2. 4= of September 10, U.S. investors had A.I.D.
gurrent investment insurance acainst ex-
prooriaticn angunting to $293 million,
and standby coverace for another £33
million.

As for for=ign relations, many covernments are

skeptical of Allende's zims, but enxious to avoid

;n appaarance of prejriging him.

A. The pleas he has mads so0 far Zor inter-
raticnal understanding would aspear to be
contradicted by the apsointment of the

radical CTlodenira Rlneyda as Forelgn
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Minister.

1. Alreyda is so far to the left that
ais admirakbior for the Chinese Commu-
nists and the Cubans in the past has
glaced him in cpposition toc Moscow.

Several Latin American governmsnts, in-

cluding in particula- Argentina, are

deeply concerned over the possible effect

af the Allende governrent on pelitical

stability inside their own couniyies,

1. A reliable clandastine source reports
that in late Qctober Rllende promised
representatives cf revolutiona-y guer-
rilla groups in Latin America that
Chile would necome 2 centez of support
for them zz soon 2s he is firmly in
control.

There is every indication and every reasoh (o

expect that-—whatevar Allende may say or in-

tend=-the Zorves arcund him will use every
epportunity to exaserbate relations with the

United States.

1. The persornal emissary aAllende sent to
our Embassy in Santiago said there was

-14-
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little the new president could do to
curn» the constant attacks oo the United
States in the Chil=zn press.

As far the Soviet Union, Mcsoow 1s showing

cautien in cealing with =he n=w government.

In turn, the Chilean Socialists will want

to avoid excessive dspenderce on Moscow, and

the Chilean Commuanists --for the sakz of thelir

domestic appeal-=-will exzrcise restraint in
promoting closer ties with Russia.

1. The USER exterded a credit of $57 million
to Chile in 1987, none of which has Eeen
used. Chilesn =conomic proalems,; however,
will inevitakly create the cpportunity for
Moscow to use zhis for leverage with the

new Marxisi government.
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