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Chile:The Dilemmas of Democratic Socialism
by MAURICE ZEITLIN

Can a government commit itself both to radical social change and to parliamentary
democracy? An analysis. written before the military coup. that helps to explain why it
happened.

For a brief moment a few years ago it looked as if the
left might be breaking out of its long isolation from
American political life. There were the beginnings, at
least, of a popular movement that could speak to
people the left had never reached, in a language they
understood; and there was a chance that the
movement could articulate people's private troubles
and make them into public issues. Organizers and
activists proliferated, and new opportunities for
political action opened up.
Even the present political calm across the land

may be deceptive. The taproot of a genuinely new
American left may have been planted deep in the soil
of our country during those years. There is at least
one hint that this is so. At the height of the activism
of the sixties, the New Left generally denounced
electoral politics as a sellout and a trap; its slogans
were full of insurrectionary rhetoric and revolu-
tionary imagery that had little, if any, popular appeal
beyond the campuses. Today, however, many of
these same activists (as well as new ones) are deeply
involved in electoral campaigns. Now local organizing
often revolves around ballot initiatives and referenda.
People who think of themselves as radicals are
running-with considerable political impact-for city
councils, county boards, judgeships, and mayoralty
posts, from Berkeley to Madison to Detroit. It's
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almost as if, through some subterranean process, the
Chilean "peaceful path to socialism" were replacing
the Cuban insurrectionary struggle as the new model
for radical politics in the United States.
The long-run significance of this development, of

course, is hard to judge. Radical councilmen and
mayors (and even the election in Detroit recently of a
"Marxist-Leninist" judge) are not a new phenomenon
in the United States. "Sewer socialists" headed
reform governments in a few cities in the midwest
during this century, even in recent decades. A
Communist city councillor was a fixture of New York
City's government for years. In other western nations,
radicals (who call themselves "Social Democrats" in
Sweden and England, and "Communists" in France
and Italy) have repeatedly been elected senators,
deputies, mayors, and councillors-and have even sat
as cabinet ministers.
We ought to study such situations carefully; they

may clarify the implications of what seems to be an
emerging pattern of radical electoral activity in our
own country. Chile is a good place to begin. What has
happened there during the last two years highlights
some of the probiems faced' by a left that is
committed both to radical social change and to
parliamentary democracy. The Chilean experience
certainly won't give American radicals any definitive
answers, but it may help us ask the right questions.

Chile has a freely elected president who won, the
New York Times wrote, "without soft-pedalling the
Marxist revolutionary program" he hoped to carry
out. Salvador Allende was the candidate of the
Unidad Popular, a coalition made up of the broadly
based Communist and left-socialist parties, the old
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Radical party (based on the lower-middle strata), and
the independent Catholic revolutionaries (MAPU). He
pledged to put Chile "on the road to socialism" by
taking over the major corporations (domestic and
U.S.), the banks, the insurance companies, and the
large agrarian estates, and by instituting democratic
economic planning.
Can the Chileans put through a socialist "revolu-

tion" of this sort by the unprecedented route of
constitutional amendment, presidential leadership,
and parliamentary legislation? Can they do so while
the parties, the mass media, and the organizations of
the propertied classes still vie freely in the political
arena? While the army and the crack national police
force, the carabineros, remain intact and untouched?
Put differently, Ihe question is-to paraphrase Marx-
whether the Chilean socialists can simply lay hold of
the ready-made state machinery and wield it for their
own purposes, or whether they must destroy the old
state as the precondition for creating a new society.
The task of the Chilean socialists is especially

difficult because they won the presidential elections
without gaining a majority in the Senate or Chamber
of Deputies. Indeed, they won the presidency by a
hair's breadth of a plurality: Allende got 36.2 percent
of the popular vote; Jorge Alessandri, the right's
candidate, got 34.9 percent; and Radomiro Tomic,
the Christian Democrat, received 27.8 percent. Such
narrow margins of victory in presidential elections are
not unusual in Chile-in fact, Allende lost to
Alessandri in 1958 by roughly the same margin. But
this narrow electoral victory is not an adequate
measure of the popular pressures for radical social
change. The left wing of the Christian Democrats
supports much, if not most, of the Allende program,
and Tomic ran on a platform not easily distinguish-
able from Allende's. Without a majority in parlia-
ment, though, the socialist administration has had to
rely on support from others not directly involved in
the Unidad Popular coalition; and it has had to use
existing legislation ingeniously, rather than being able
to push through its own "socialist legality." Not
having a "clear mandate from the electorate" has also
hampered the left's initiatives somewhat, for lack of
confidence of sufficient public support.
Also, the stakes in Chile are extraordinary. The

dominant class has immense economic interests, as do
a number of major U.S. and other foreign corpora-
tions. When Allende took office, U.S. direct invest-
ment alone was conservatively estimated at close to a
billion dollars. Over half of this investment was
concentrated in nitrate, iron, and copper mining, but
there were sizable interests in electric power and
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telecommunications as well. Many "Chilean" corpora-
tions were also structurally integrated with U.S.
corporations in "invisible" ways. The Chilean Cotton
Manufacturing Company, for example, which was
Chile's 14th largest firm (as of 1966), was ostensibly
under the control of a Chilean family. In fact, I found

that 45 percent of its stock was U.S. owned. More to
the point, this corporation in turn owned 49 percent
of Caupolican Textiles (Chile's 24th largest firm),
which, on the surface, appeared to be without
substantial foreign ownership. Or take the "Chilean"
commercial firm, Hucke Brothers (Chile's 44th
largest), which still had a Hucke in its management.
In fact, it was owned by W.R. Grace and Company
through Grace's other Chilean subsidiaries and nom-
inees. These are not isolated instances. Of the 139
private corporations owned by Chilean capital on the
list of the 200 largest corporations (national, foreign,
and state-owned) in Chile, I found that 10 were
"joint ventures" in which at least 20 percent of the
stock was held by foreigners. Chilean capital also
participated in predominantly foreign-owned corpora-
tions. Of the 43 foreign companies on the top 200
list, there were II in which Chilean capital held as
much as 40 percent but less than 50 percent of the
shares; and another 10 in which Chileans held 20
percent or more of the shares. So national and foreign
capitalists had a common, immense stake in dis-
proving Allende's thesis that Chile would be the "first
nation on earth" to expropriate them "peacefully."
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It was no mean achievement for Allende, not
merely to be elected but to be inaugurated. The
opposition attempted to prevent the inauguration
through street demonstrations, conspiracies, an assas-
sination, and assorted other dealings. But the left was
well-organized and alert. It had trained "shock
forces" assembled in strategic areas of Santiago ready
for action if necessary. It held constant mass rallies,
organized 8,000 Allendista committees throughout
the country, and operated its own intelligence agency
(which actually discovered the plot to kidnap the
army's chief of staff before he was killed; it advised
the Frei administration, which took no action at that
time). Moreover, in the months preceding the election
and right up to inauguration, the left stayed
mobilized. Revolutionary socialists both in and out of
the coalition led rural land seizures and occupations
of vacant urban sites. Allende. in fact, seemed a
rather moderate alternative to the armed peasants and
urban poor who patrolled the sites they had
occupied. Many of them were accompanied by armed
members of the dissident Movement of the Revolu-
tionary Left-which advocated armed revolution but
also gave its quiet support to Allende's election, and
has since continued to give critical allegiance to his
administration.

Chilean Politics
Chile has' long been a genuine "bourgeois democracy"
-very different from Cuba, for example, where the
privileged strata depended directly on American
imperialism. In Cuba, the fOnTISof political dernoc-
racy associated with capitalism had exhausted them-
selves long before the revolution. Parties and poli-
ticians associated with Cuba's Congress were almost
universally held in contempt. The dominant classes
stayed in power because they had a military regime
(and behind it the power of the U.S. government) to
protect them, not because anyone believed they
deserved power or had the right to rule. They were, in
a word, illegitimate in the eyes of virtually the entire
population. .
In Chile, however, the ruling coalition of the rich

and powerful has enjoyed considerable legitimacy. It
has been able to rule for over a century through
parliamentary government, with neither foreign con-
trol nor the intervention of the military as an
autonomous social force. While there is a healthy
cynicism about "politics and politicians" in Chile
(much as in the United States), parliamentary
democracy is still considered legitimate. Communists
and socialists have run their press, hcld their rallies,
and participated freely in elections for the past three
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decades. Indeed, they played a very significant role in
the so-called Popular Front government of the
thirties. In fact, under the presidency of Gabriel
Gonzalez Videla, three Communists served for five
months in 1946 as ministers in the cabinet. With the
advent of the Cold War, the Communist party was
again outlawed in 1948 (as it had been briefly in
1941) by "the Law for the Defense of Democracy,"
but the party continued to have members in
Parliament.
Chilean political stability and significant social

conflict have gone hand in hand. Since the middle of
the last century, Chile has been the scene of frequent
large-scale strikes and popular demonstrations rivaling
those in more developed capitalist countries. For the
past several decades, Chile has been the only country
in Latin America (Cuba excepted) in which the
organized working class has been both politically and
socially significant and led by Marxian socialists. It is
also the only Western country (since the demise of
the Nenni socialists in Italy) where there has been a
durable, well-organized, Marxian socialist party to the
left of the Communists, with its own base in the
working-class and trade-union movement.
The socialist movemen t in Chile began to become

a serious contender for power in the 19505 as its
popular base among the workers widened. Between
1952 and 1956, the organized working- class move-
ment became increasingly unified: on the trade-union
level, a central lahor organization (CUT) was formed,
and in the political arena a broad electoral bloc
emerged, uniting the Socialists, Communists, and
several splinter parties in a coalition called the
Popular Action Front (FRAP). From FRAP's forma-
tion in 1956, the electoral strength of the socialist
movement has risen rapidly. In the presidential
election in 1958, Allende got 29 percent; in 1964,39
percent of the vote.
The rise of the Christian Democratic party

paralleled the rise of the Marxian parties. In the space
of a few decades it transformed itself from just one
more splinter party of the right, advocating corporat-
ist views, into a governing reform party emphasizing
the need for economic development. Its dominant
wing, led by Frei, emphasized reforms within the
framework of capitalism. Its more radical and
militant activists talked about building a "cornmu-
nitarian society" through anti-imperialism and a
"non-capitalist path of development." Radomiro
Tornic, the Christian Democratic candidate in the
1970 presidential election, reflected the latter ten-
dency far more then he did the centrist one. Tomic
ran, as the New York Times put it, almost as if he
were an opposition candidate and "tried at times to
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outflank Dr. Allende on the left. ... " But to blame
Tomic personally, as the Times did, for being the
"architect of disaster" in the elections-and hence for
the victory of the Unidad Popular-is to miss the
essence of recent Chilean history.
The expectation of revolution has been in the

wind for a decade or more in Chile. When Allende
lost in 1958 (by a margin as narrow as that by which
he was to win in 1970), hundreds of thousands of
workers surged into the streets spontaneously, believ-
ing they had been robbed in the ballot count. Many
on the left were prepared to strike for power, while
others were demanding that Allende, not Alessandri,
be selected president by Parliament (a constitu-
tionally permissible act with historical precedent).
Outgoing President Carlos Ibanez reportedly called
the head of CUT, a Christian socialist, to offer the
left the reins of government and to throw his
authority in their favor if asked. Heated secret
debates ended with the decision of the Communist
and Socialist leaders to call for the observance of the
legal results of the election and to cool off
revolutionary fervor.
Six years later, in 1964, Frei was elected on a

program explicitly designed as an alternative to the
socialist movement. He spoke in a populist, national-
ist, even revolutionary, idiom. His party's program
emphasized the need to "recover" Chile's resources,
especially copper, from foreign control. With its
rhetoric of "mass participation" in reconstructing
Chilean society and its emphasis on the "dignity" of
the poor and the need for vast reforms, the rise of
Christian Democracy represented a sharp break with
the prevailing ideology of the propertied classes. Few
leading intellectuals now defend "capitalism" as a
humane or just system. The overwhelming majority
of workers are class-conscious, militant supporters of
the Marxian left.
The peasantry has also emerged in the last decade

as a potentially powerful left political force. Under
the Christian Democratic government, there was
constant public agitation for agrarian reform. The
number of peasants involved in strikes tripled in the
first year (1964-1965) after Frei took office, and the
Frei administration went ahead, though slowly and
reluctantly, with expropriation of several large
estates. Frei had promised new land for 100,000
families, but in fact settled only 30,000 during his
term of office (while spending $100 million to
compensate former landowners).
However, by making the talk of agrarian reform

respectable, Christian Democrats gave the left a major
opportunity to speak to hundreds of thousands of
peasants in areas that had been practically impenc-
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trable to the left before. The left parties gained
strength among all types of peasants in the past years,
both agricultural wage laborers and small proprietors.
And with the growth in the cities of a new movement
among the previously unorganized slum dwellers-the
so-called movement of the "homeless"-the left has
reached and begun to organize nearly all exploited
strata in Chile.
Initiatives by younger socialists, many of them in

the Movement of the Revolutionary Left and others
in the Catholic left, MAPU, kept the Socialist and
Communist parties on 'the alert and actively organiz-
ing, unable to rest on their accomplishments even if
they wished to do so. In the months preceding the
elections, urban land seizures and peasant occupa-
tions seemed to be occurring in a rapid crescendo,
and the New York Times quoted "a conservative
Chilean civil servant" whose fears and estimate of the
situation undoubtedly reflected those of the priv-
ileged in general: "It makes little difference," he said,
"whether or not Allende wins this election. Without
quick and drastic action, the Marxists will win their
real battle anyway."

What's Good for Business
On November 4, 1970, Allende took office. He left
no doubt of his administration's intention to nation-
alize major foreign investments, large commercial and
industrial monopolies, and the banks and insurance
companies. Since the socialists were committed to act
within legal norms to put through their "revolution,"
the question was what the propertied classes and their
allies might do in the meantime. Could businessmen
be expected to continue to function as if business
conditions were normal-as if the ownership and
control of their enterprises and profits were not
endangered? Would businessmen continue to reinvest
at their normal rate without the security of a
"proper" investment climate? Without being able to
make reasonable calculations as to the profitability of
these investments, without knowing if they would,
indeed, find themselves still in business tomorrow?
The answer seems clear in principle, and much of the
experience of the government so far seems to confirm
it: the economy cannot function well so long as big
businessmen believe their coun try is headed by
genuine socialists whose policies threaten the very
existence of the capitalist system.
Allende's election changed the business climate

overnight. Some of the largest enterprises began to
layoff workers, and the already staggering rate of
unemployment inherited by the socialists (upwards of
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a fifth of the work force in Santiago) rose even
further, as the slowdown extended throughout the
economy. Strikes and work stoppages-and even the
seizure of several large plants by their workers-
followed. The government, in tum, "intervened" (i.e.,
assumed temporary management) in these plants;
earlier legislation had given it the right to protect the
interests of the employees of a company involved in
labor conflict. Several foreign firms whose production
had dropped precipitously were also taken over."
Just such policies, of course, further eroded

business confidence and reinforced the "climate of
uncertainty" among the major investors whose
decisions were of national economic consequence.
The Allende government was faced with the possi-
bility that it would be held responsible for an
economic crisis. Yet it could not act decisively. There
was no legislation allowing the outright expropriation
of enterprises, and no planning body capable of
coordinating production. The largest enterprises,
particularly, could frustrate the government (as lIT
had secretly proposed) and create economic havoc.
These firms controlled the bulk of production and
sales in their respective industries, and many were
effective monopolies. Too, interlocking directorates
and common large shareowners, as well as reciprocal
holdings of the firms in each other, bound them
together into a centralized political economic struc-
ture. Expropriation was not an immediate option
within the law, yet it was necessary to take
immediate measures to stabilize the economy I if not
restore "business confidence."
The government began construction projects and

froze the prices of most consumer and capital goods.
It raised the wages of public employees and the
minimum wage in the private sector. ~bwever I as
scarcities developed with the new-found purchasing
power I price controls were removed, and Chile's

* Most of the firms have been taken over by the socialist
government under legislation dating back to August 30,
1932, in Decree-Law No. 520. Despite subsequent modifica-
tions, the law grants the executive considerable powers of
intervention in the economy, including taking over private
rums under certain conditions: when production has been
paralyzed; when goods of "primary necessity" are not being
produced in the "quantity, quality, and conditions deter-
mined by the President of the Republic"; when "unjustifi-
able" breaks occur in the "normal rhythm of production,
producing deficiencies in the provision of the population,"
and so forth. Remarkably, this law was promulgated during a
brief (l8-day) "socialist republic" declared by air force
officers led by Colonel Marmaduke Grove in the midst of
several successive military coups in the thirties. Although
modified, it has endured since, more or less intact.
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chronic inflation reappeared. At the sarne time, the
government provided direct benefits to working
people. Children receive a half-liter of milk daily. The
quality of bread has been improved and standardized.
There is inexpensive transportation to seaside resorts;
neighborhood medical care programs have been
developed, and rent controls instituted. Small busi-
nessmen have benefited from more equitable distri-
bution of bank credit under government supervision.
Through all these means, the government has been
able to consolidate its authority and popularity while
avoiding economic collapse.
Also, the government took control of many large

enterprises, and made clear its readiness to intervene
or requisition plants when deemed necessary. The
result is that industrial production has stabilized and
even risen considerably. Gains somewhere between 11
and 15 percent were registered during 1971, though
in 1972 production rose by only 2.5 to 3 percent.
(The serious losses of production lasl year are partly
attributable to the "October events" discussed be-
low.) The clearest gains overall have been in the
public sector, where production increased by ]5
percent even during 1972.
The government also found itself faced with

pressure from the left: spontaneous occupations of
large estates by agricultural workers, and strikes and
land occupations in urban areas. It has responded
cautiously, trying to maintain worker and peasant
confidence in further change without losing leader-
ship of the movement to more radical groups on the
left. Thus the socialist interior minister declared in
February 1971, in words that have been repeated in
varying formulations since, that the government
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approved the resolution of the workers to defend
their rights, but condemned the seizure of property
"in the name of the revolution [as] playing the role
of counterrevolutionaries."
Along the way, the government has gained in

popularity. In the municipal elections in April 1971,
progovernment candidates won an unprecedented 51
percent of the vote. In the elections for senators and
deputies in March 1972 (the results of which cannot
be directly compared to the municipal elections), the
Unidad Popular candidates, contrary to the right's
predictions. gained two Senate seats and six Chamber
of Deputies seats, with 44 percent of the vote in all.

The Path to Socialism
The fact is that the government, with all its
"moderation," has taken direct steps toward its
objective of a "socialist and pluralist society." Aside
from the immediate welfare measures and economic
palliatives described above, it has used the authority
of the presidency imaginatively and decisively to try
to gain control of the country's productive apparatus,
and to put through basic changes in property
relations. It has intervened and "requisitioned" plants
involved in prolonged labor conflict and plants with
lowered or below-capacity production. It has used the
state's fiscal resources to purchase controlling inter-
ests in the largest private banks and several large
national and foreign firms. It has encouraged estab-
lislunent of workers' councils to administer the new
socially owned enterprises, and it has used existing
agrarian reform legislation to expropriate large estates
and turn them over to their resident workers to run
cooperatively.
The most decisive action of the Allende govern-

ment in this area has been its nationalization of the
large mines belonging to Anaconda, Kennecott, and
Cerro. It was an overwhelmingly popular act. Neither
the Christian Democrats nor the conservative
National party, which constitute the major centers of
opposition, dared vote down the nationalization in
Parliament, and it passed unanimously, in July of
1971. A constitutional amendment giving the nation
"prior dominion" over its natural resources was part
of the law making nationalization possible. Compen-
sation was, in principle, to be provided, but the
government's demand that "excess profits" be de-
ducted first from any payments has meant the
effective expropriation of the mines without compen-
sation. And it was all done perfectly legally, with the
mining companies appealing to Chile's highest judici-

21

ary bodies, and losing their case.* Such moves, of
course, do not come easy. In response, the corpora-
tions attempted to gain control of the actual
shipments of Chilean copper abroad. In France, Italy,
and Germany. Kennecott has attempted to have the
courts impose embargoes on or seize Chile's copper
shipments to those countries, claiming the copper as
its property. In France, an embargo was first
imposed, then lifted, and is now (May 1973) in
litigation; in Hamburg, 3,000 tons of copper are now
under embargo; in Italy, the courts rejected Kenne-
cott's petition outright. What will happen with ITT
properties or the investments of other major Ameri-
can corporations in Chile is not yet clear. Some, like
Dupont's South American Explosives, Bethlehem
Steel, and the Anglo-Lautaro Nitrates have been
purchased on apparently amicable terms.

While surface relations between the United States
and Chile remain "correct," Chile has been subjected
to what its leaders call an "invisible blockade." Most
purchases of parts and equipment from the United
States have been halted, since credit has all but
disappeared and it has been difficult to obtain
licenses to use manufacturing equipment. Short-term
U.S. credits dropped from $219 million in August
1970 (before the copper nationalization) to $32
million by August 1972. There has been a similar
pattern in the loans and credits from international
agencies, which are largely controlled by the United
States. Since the end of 1971, the World Bank, IDB,
AID, and Eximbank unilaterally suspended credit to
Chile, though the International Monetary Fund did
grant a large loan to "alleviate balance of payments
problems" last December (1972). Fortunately, given
the new competitive footing on which the United
States now finds itself with other capitalist countries,
Chile has been able to purchase parts and capital

* Although the deduction for excess profits meant that no
direct compensation was to be paid to the American
companies, the latter received huge payments in other guises.
The Chilean government had previously paid Kennecott $80
million for a 51 percent interest in a company that, in fact,
only had a book value of $67 million in all, in accordance
with a contract negotiated by the Frei administration. In
addition, the government assumed the responsibility for the
total debt of the nationalized company (El Tcniente) in
which Kennecott's subsidiary, Braden Copper Co., held a 49
percent interest prior to nationalization. This is a further
indirect compensation, then, of about $150 million. Chile
also assumed the debts of Anaconda's nationalized properties
to the tune of $300 million, and will also pay $36 million
more negotiated by the Frei administration for its 51 percent
-interest in one of Anaconda's mining subsidiaries. Cerro's
subsidiary, Andina, was awarded $18 million in compensa-
tion in a recent ruling, as was another Anaconda subsidiary,
Exotica, of $10 million.
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equipment from Great Britain, West Germany, Japan,
and other Western nations without much difficulty.
Additionally, the USSR and other Communist coun-
tries have provided aid and technical assistance. Thus,
in the first year of copper production after national-
ization (August i971-August 1972), production and
sales were up, and more efficient administration of
imports meant a relative saving of foreign exchange.
Since the world market price for copper dropped
during 1972, however, Chile suffered significant
losses in actual revenue.
In other sectors of the economy, the government,

following good capitalist practice, has made offers
that can't be refused. It purchased the stock of the
large private commercial banks and several large
corporations. Though stock market values had plum-
meted when Allende was elected and inaugurated, the
government offered to buy outstanding shares at the
average market price in the earlier period of the first
six months of 1970. By March of 1971, it had either
purchased controlling interests or intervened in
several of the smaller banks; during 1972, the State
Bank gained control of the largest and most
important private national and regional banks (with
one possible exception), and of the foreign branch
banks of First National City, Bank of America, and
the British-owned Bank of London and South
America. The most dramatic act, however, was the
liquidation of the Bank of Edwards in August 1972.
One of the oldest banks in the world, it was a
symbol-and repository-of immense economic power
in Chile. Its owners' roots in the country went back to
the dawn of the Republic in the beginning of the
nineteenth century. The Edwards newspaper, El
Mercurio, has been a major political force and
spokesman for big business (national and foreign) for
half a century.
In taking over the banks, the left's justification-

which is correct-has been the need to break the
monopoly of private credit. But the left also
apparently has acted on the assumption, widely held
in Chile, that the banks control the corporations-and
that by taking control of the banks, the government
will also gain control of many of the largest
corporations that allegedly form part of these banks'
financial groups. If this is the left's premise, I think it
is wrong. My research on the ownership and control
of the 6 largest banks and the 50 largest nonfinancial
corporations in Chile does not support this view. On
the contrary, with the possible exception of the Bank
of Chile, by far the largest private commercial bank,
the other banks were clearly controlled by specific
propertied families with controlling minority interests
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in a number of interrelated corporations including the
bank. The bank was only part of the family's control
structure; and the bank's policies were subordinated
to the objectives and interests of the family and its
close associates in the group of firms under its
control. Taking over the banks alone might wound,
but never cripple, these families.
Though the government successfully purchased

several large firms, it suffered a decisive defeat in one
of its most important take-over bids, that of the
Paper and Cardboard Manufacturing Company. The
company is the largest nonfinancial corporation
owned entirely by Chilean private capital. Despite a
concerted campaign, the government's offer to
purchase stock at the prior market price was

unsuccessful with the most important of P&C's
16,000 or more stockholders. Its principal share-
owning families responded with counter-offers and a
massive public campaign to "save private enterprise,"
and in the end were able to retain control. Not
incidentally, its president for most of the past two
decades has been Jorge Alessandri, except for the six
years (1958-1964) he served as president of Chile. In
1970, Alessandri was the candidate of the National
party (a merger of the former Liberal and Conserva-
tive parties). The Mattes, who have the controlling
interest in P&C, are in-laws of Alessandri. Together
with several other closely related families who own
controlling shares in several other large corporations,
insurance companies (and banks until recent govern-
ment acquisition)-as well as a good deal of land-
they form a kind of core of the dominant class.
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The October Events
It is hard to tell how indicative the government's
failure with P&C is. The propertied class has a good
deal of power to marshal against socialist programs,
provided it is resilient enough to do so. The
government's direct actions so far have scarcely
disturbed the social fabric of that class: its homes,
gardens, clubs. and assorted watering places; its
immense private wealth, wide range of. social
contacts, and pervasive social influence with the
government bureaucracy. Nor has there been a major
shakeup in universities, secondary schools, churches,
or indeed anywhere in the middle levels of society.
The dominant class retains its control of the principal
mass media. and its freedom to defend its interests
politically and economically remains virtually un-
touched. Unlike its Cuban counterpart, this is a class
with roots in its country and no easy exit to the
United States.

After the initial panic, in fact, many "exiles" have
returned. Others have regained a measure of confi-
dence in their staying power. The Christian Demo-
cratic left wing has been outmaneuvered; and its
dominant "reform" leadership has made common
cause with the National party to form a relatively
cohesive "Federation of Democracy" in opposition to
the government. Business, trade, employers, and
professional associations have become organizational
centers of resistance to socialist policies. Neighbor-
hood associations and even paramilitary organizations
have been formed in many areas both to counter
worker and peasant militancy and to carry out
antigovernment activities.

In October 1972-the month of the so-called
October events-the initiative passed momentarily to
the right. The Truck Owners' Association called a
work stoppage, which grew into a well-organized
attempt by the propertied strata to paralyze the
economy. The Christian Democratic and National
parties, opposition media, rightist student groups, and
the National Association of Manufacturers called for
work stoppages in solidarity with the truck owners.
The events took on all the earmarks of a national
confrontation between classes, and indeed something
like a revolutionary situation developed as workers
fought to get into work against the employers'
attempts to lock them out. The conflict lasted almost
a month. It caused severe economic losses, primarily
in transport of perishable goods and in commerce.
But workers in the factories showed up in record
numbers and the normal rate of absenteeism plum-
meted, as many volunteered for overtime or took on
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jobs elsewhere to maintain essential services and
transport. Several plants were occupied immediately
by their workers, and others were officially requisi-
tioned by the government when they shut down in
response to the right's call for a general, indefinite
lockout.
These militant responses by the left were coupled

with Allende's appointment of three military officers
as ministers, including the army's chief of staff as
minister of the interior (a post second only to the
presidency in importance). Whether this meant
capitulation to the forces of order in a revolutionary
situation or the further consolidation of the socialist
government's authority cannot be answered unequiv-
ocally. The New York Times had announced during
the stoppage that "in the prevailing climate, the
anti-Marxist coalition would be certain to win the
elections, possibly with a majority large enough to
remove Dr. Allende's government legally." But in the
event, the Times was wrong. In March 1973, the
Unidad Popular coalition emerged with increased
parliamentary representation. In April, Allende
accepted the resigoation of the military officers from
his cabinet, replacing them with a Socialist as minister
of interior, and a left Christian and Radical in the
other two vacated posts. These events do show,
however, how fragile and precarious the "peaceful
path to socialism" is. And they highlight the tension
between mass spontaneity and legality that the
Chilean left, and any such government anywhere,
must try to resolve without losing its radical impetus.

"Social Property"
The long-range task seems clear. The government
must gain parliamentary approval of its ownership of
intervened, purchased, and requisitioned plants and
facilities, approval which it does not now have. It also
must establish the legal basis for what it calls "social
property"; public ownership and workers' control of
the most important economic institutions. Either
without the other is not likely to result in historically
durable changes in social relations; yet neither has
much chance of passing a Parliament dominated by
the "bourgeois opposition." When the large copper
mines were nationalized, Allende made workers'
control one of the government Copper Corporation's
three main objectives, ranged alongside "breaking the
structure of dependency" and integrating the five
formerly American-owned enterprises into a single
rational productive unit. The corporation was charged
with encouraging a "profound modification in the
social relations of production in the large mining
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centers by decisively pushing labor participation in
the management of the enterprises." Several bills
were sent to Parliament as early as August 1972 that
attempted to establish a national system of "auto-
gestion" or workers' self-management in ali publicly
owned and "mixed" enterprises, including the long-
established state enterprises in electricity and petro-
leum. The bills sought to create assemblies of workers
(including ali the employees in an enterprise) as the
basic administrative unit. The productive assets would
be "social property" and general production and
investment decisions would be in the hands of
administrative councils charged with using their
profits for the public benefit. So far, none of the bills
on workers' control has even made it out of
committee.
Nor has there been any evident advance on the

government's bill on social ownership sent to Parlia-
ment in March 1973. The bill contained a list of 90
firms in which the public interest was declared to be
central, 41 of which had already been intervened or
requisitioned, and all of which the government had
slated for expropriation. (These 90 enterprises were
culled from an earlier list of 253 large corporations
named in November 1971 as susceptible to "incor-
poration into the area of social property"; the
combined assets of these 253 firms amounted to over
80 percent of ali corporate assets in the country.) Of
course, if genuine workers' councils can be estab-
lished de facto in the plants now under government
control-whatever their legal status-this might make
it less likely that these plants would ever revert to
private ownership. The workers would not easily
relinquish their newly gained freedom at work,
especially since any such attempts to take control
from them would occur in a larger context of

politicized class conflict. Even if a non-socialist
president were elected in 1976, he would have to deal
with such "facts," and with an alert, organized
working class that had seen many other social and
economic gains won by the socialist government.
It is not clear, however, in how many of the largest

plants such workers' councils exist, nor how much
they mean yet. In fact, the government's moves
toward social ownership, significant though they are,
should not be overestimated. Of the 37 largest
corporations owned by national capital, on which I
have systematic information, 19 appear to have been
untouched so far.' Even among the 18 affected, the
significance of the changes is not clear. The largest
nationalized fum is the Pacific Steel Company; it was
already a "mixed" enterprise, in which the dominant
minority interest was held by the government long
before Allende's election. The same is true of Tamaya
Mining, which was nationalized through stock pur-
chase. Eleven other firms of these top 37 were either
intervened or requisitioned, and it would, therefore,
take no more than an executive order (if legality were
the only issue) for them to be returned to private
ownership. One, the giant Tierra del Fuego Cattle
Company, has itself not been intervened, though
much of its cattle lands have been expropriated under
the agrarian reform law. This leaves 4 of the top 37
corporations that the government requisitioned in
direct response to workers' seizures of these corpora-
tions' main plants. So once again, the question

* For the last six years, I have been studying the ownership
and control of the 50 largest nonfinancial corporations in
Chile (as of 1964), excluding the American mining ccmpa-
nies' wholly owned SUbsidiaries. Of these, 37 turned out to
be majority-owned by Chilean private investors and 11 by
foreigners; 2 have since dissolved.
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remains: how seriously has the social existence and
economic base of the capitalist class been threatened
by the socialist government's actions so far-and how
irrevocable are the changes already made?

The End of Capitalism?
The government's immediate plans, and the bills it
has before Parliament, unquestionably would alter
the nature of the economy. They would bring basic
sectors under state ownership and control I especially
those industries heretofore controlled by foreign
capital. But they would not necessarily put Chile "on
the road to socialism." Since the Popular Front
government of the thirties established the government
development corporation (CORFO) in 1939, the state
has always played a major role in investment,
especially in machinery, equipment, electricity, and
oil production. State-owned and mixed enterprises
(with both the government and large private investors
owning the bulk of the stock) were established in
areas deemed necessary for Chilean development.
These were areas that private capital would not enter
because of the magnitude of the investment required
and the uncertainty of profitable returns. Once
successful, however, the mixed enterprises were
gradually turned over to private owners. Even those
that remained mixed enterprises, such as Pacific Steel,
often had exclusive management contracts with large
foreign corporations. And the policies of both these
and fully state-owned enterprises, while contributing
to development, were generally guided by the profit
considerations of the largest corporations and the
needs of the private sector as a whole. This situation
is similar to that in several leading capitalist countries,
such as Britain and France, where selective and
limited state ownership is employed cooperatively
with private interests.
In fact, the nationalization of the great copper

mines, by considerably improving the prospects for
sustained development, may in the end be a boon to
Chilean capitalism. Until nationalization, the copper
mines, while located physically in Chile, were a
foreign enclave, isolated from the Chilean economy.
Their profits were largely "repatriated" to the United
States, and therefore lost for reinvestment in Chile.
Also, most important, the productive plant and
facilities to refine and fabricate copper products were
largely established outside Chile. Had national capital
controlled the copper mines, this would not have
occurred. Instead, refining and copper fabrication
would have been done in Chile; the heavy equipment
needed for mining operations would have been made
in Chile; Chilean banks would have provided the
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financing; the large cash reserves of the companies
would have been placed with Chilean banks; and
Chilean ships, not American ones, would have carried
refined copper and manufactured products abroad, to
be sold there by Chilean sales organizations.
In countless ways, the multiplier effects of the

mining industry would have been felt in Chile rather
than in the United States, and might have been a spur
to further development. Clearly, the capitalist class of
Chile would have possessed a far broader, more
independent, and wealthy economic base than it had
when the Allende government began its attempt tu
put Chile on the road to socialism. The socialist
government may, then, unwittingly be putting
through major reforms, especially the nationalization
of foreign firms, that the capitalists themselves would
never have sponsored but which may release forces
for the expansion, rather than the contraction, of
capitalism in Chile. The situation would be cornpar-
able to the New Deal policies of the thirties in the
United States and the post-World War II nationaliza-
tions in Britain or in France. In both cases, big
business fought the reforms, but the same policies
undoubtedly helped to maintain the capitalist system
in those countries.
The process in the countryside poses the same

question with particular clarity. On the one hand, the
Allende government has put through significant
changes in tenure relations. In its first two years in
office, using the reform legislation of the previous
Christian Democratic administration, the Allende
government has expropriated more than twice as
many holdings as in the six years of the Frei regime.
Roughly a fifth of the agricultural labor force was
employed in the new asentamientos, or cooperative
enterprises, by mid-1972: two-thirds as members of
the cooperatives and a third as hired labor. Perhaps
half of the very largest agrarian estates in the country,
which formed the economic base of the large
landowners' political power, have been transformed
into asentamientos. The government has also pro-
vided an umbrella for the already burgeoning union-
ization of the peasantry, so that about a third are
now estimated to belong to unions.
On the other hand, there has been a tendency for

further social differentiation in the peasantry. The
newly settled cooperative members have tended to
become a relatively privileged stratum in contrast to
the small holders, wage laborers, and the vast
numbers of unemployed who have not benefited
from the reforms. The cooperatives have a dispropor-
tionate share of the best irrigated land, and coopera-
tive members have a common short-run interest in
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preventing further incorporation of previously land-
less laborers. There is also variation between coopera-
tives in the relative productivity of the land and their
access to lucrative markets. Further, the cooperatives
have so far had almost complete autonomy to plan
and implement their own production, thus posing
anew the contradiction between the objectives of
private enrichment, albeit within a cooperative
enterprise, and social needs.
The government's options are limited, since it has

already expropriated all lands liable to expropriation
under existing laws. This leaves at least half of the
very largest estates in the country intact (many have
been legally subdivided to escape expropriation) and
in the hands of the same large landowning families.
The government has established national, regional,
and local peasant councils to bring small holders,
wage laborers, new cooperative members, and the
tenant laborers still working the large estates,
together around their common interests. It has also
formed agrarian reform centers meant to incorporate
several independent cooperatives and other expro-
priated lands into one social and economic unit, thus
allowing more rational utilization and more equitable
distribution of their common resources. These centers
have also helped to incorporate many more landless
workers into the cooperative agricultural sector, by
imposing less restrictive membership requirements,
and including as partial members all workers' families
employed (though not living) on the expropriated
units. This policy has necessarily met some resistance,
if not hostility, from the very peasants who have been
the beneficiaries of government programs. The left's
base in the countryside may, to that extent, be made
more precarious in the short run as it attempts to
equalize and spread the benefits of its reforms.
Thus, the issue is once again posed sharply:

committed to act within the law, the socialist
government must contend with the problems of
production in what is still a predominantly capitalist
agricultural system; at the same time it must broaden
and consolidate its social base in the coun tryside, The
socialists are aware of the possibility that commercial
capitalism in agriculture will revive itself, with all its
attendant inequalities and irrational use of resources.

Radicalism and Revolution
Of course, as the October events demonstrate, the
situation in the country can change rapidly and
profoundly. A showdown, whether provoked inten-
tionally or not, would arouse the energies of leftist
activists, and perhaps compel the socialist leaders to
take action they neither desired nor anticipated.
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Withal, however, bargaining and compromise-if
not stalemate-are firmly rooted Chilean national
traditions. The socialist government has internal
impediments to decisive action, because it rests on a
diverse coalition, The Socialist party itself is highly
pluralistic, containing a diversity of ideological
currents (though heavily weighted on the pro-Fidel
and Marxian left). The Communist party, while
tightly organized and disciplined, has so far at-
tempted to moderate government policies at every
tum. The leadership of both government parties has
been shaped largely by its experience in the trade-
union movement-which necessarily has involved
battles for immediate reforms-and, to an immeasur-
able extent, by its participation in Parliament.
Therein, of course, lies a special sort of dialectic: for
while it raises the prospect (which, if successful, will
have tremendous significance for the development of
the socialist movement elsewhere) of a socialist
government ruling through a genuine parliamentary
democracy, it also means that the revolutionary
capacity of the Chilean socialist movement has yet to
be tested.
To say this is not to detract from the political and

organizational abilities of the Communists and Social-
ists, nor their dedication and courage. It would be
arrogant and foolish to do so, considering their
already unprecedented achievements. What the state-
ment does mean, though, is that the Chilean socialists
may underestimate the struggle ahead. Never having
experienced colonial rule and oppression, never
having needed to organize clandestinely under con-
ditions of dictatorship nor to resist an occupying
foreign power (as the Italian and French Communists,
for example, were compelled to do), the Chilean
socialists may unconsciously delude themselves about
what it will take to "defeat definitively the dominant
class in Chile."
Even more profound than the issue of who holds

on to immediate state power is whether genuine
socialism can be ushered in from above, even by a
democratically elected socialist government, without
the conscious, active participation and independent
initiative of the people themselves. "Revolution is
necessary," Marx believed, "not only because the
ruling class cannot be overthrown in any other way,
but also because only in a revolution can the class
which overthrows it rid itself of the accumulated
rubbish of the past and become capable of recon-
structing society."
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