
U.S. Capitalism: Partner in Chile's Junta 
By Michael Harrington 

The United States actively helped to destroy democ-
racy in Chile. Tij.at, as will be seen, is not speculation. 
It is a fact which can be documented from the public 
record. 

This does not mean that CIA agents were respons-
ible for the coup, or that they played a major role in it. 
That may, or may not, be the case. It does mean that, 
even without the intervention of a single spy, the 
United States· government followed a systematic 
policy of creating the economic conditions in Chile 
which would lead to armed counter-revolution. The 
New York Times editorial which, having argued that 
the CIA was not decisive in these events, thereby con-
cluded that "on the known record, Washington had 
only the most peripheral responsibility in the downfall 
of Allende," is uninformed, malicious nonsense. The 
"known record" is remarkably explicit on how Wash-
ington labored to subvert Chilean democracy. 

The basic American tactic was well defined by Sal-
vador Allende himself in his December 4, 1972, speech 
to the United Nations. It sought, he said, "to cut us 
eff from the world, to strangle our economy and para-
lyze trade in our principal export, copper, and to 
deprive us of access to sources of international financ-
ing." Eventually that strategy succeeded in helping 
to promote a fascist rising against Allende's demo-
cratically elected government. 

There are criticisms which can be made of Allende's 
tactics and particularly of the role of the ultra-Lefts 
from the Altamirano wing of the Socialist Party and 
from the Movement of the Revolutionary Left (MIR). 
This is not the time to detail them. This is the time 
to understand America's despicable role in destroying 
a democratic movement which, whatever its faults, was 
the hope of the Chilean people. 

Allende came in first in a three-way race for the 
Presidency-with 36.3 % of the vote-on September 
4th, 1970. Prior to the election, the Nixon Administra-
tion said that Allende's victory would lead to "some 
kind of Communist regime, create massive problems for 
the United States and for the democratic forces in the 
hemisphere." Contrary to normal diplomatic proce-
dure, Nixon did not greet Allende on his election. 

Between September 4th and the ratification of Al-
lende's victory by the Chilean Congress on October 
24th, ITT attempted to rally Washington to a secret 
campaign on behalf of the Rightist candidate, Jorge 
Allessandri, who had received 35.9 % of the vote. The 
Administration, however, refused to accept the ITT 
off er of 1 million dollars for subversive activity in 
Chile. (The information on these matters was devel-
oped in testimony before Senator Frank Church's 

Senate Subcommittee on Multinational Corporations.) 
At this point, enter William Broe, the head of CIA's 

clandestine operations in Latin America. When Broe 
rejected ITT's crass proposals for buying the election, 
he countered with what eventually became American 
policy: a proposal for the economic disruption of Chile. 
At first, ITT balked at Brae's plan and for a while 
American policy toward Chile was one of sullen, pas-
sive hostility. 

Then on April 4th, 1971, the now President Allende 
strengthened his political hand: the Unidad Popular 
(UP) received 49.75% of the votes in the municipal 
elections. On July 11th, the Chilean Congress voted 
unanimously for the nationalization of the copper in-
dustry. The Right and the Army approved; the law 
was signed in the presence of the Cardinal of Santiago. 

It was in response to this action-which had the 
support of the entire Chilean nation-that the United 
States began to move. On August 13th, 1971, this 
country cut certain lines of credit to Chile on the 
basis of the Hickenlooper Amendment. One of the 
most enthusiastic proponents of that amendment had 

Home of the Brave 
"We will have to work with the generals, and 

it makes no sense to issue some moral statement 
about democracy." 

-A Ni:ton Administration official explaining 
why there has been no American condem-
nation of the coup in Chile. 

been none other than Harold Geneen, the world's 
paid executive and president of ITT. During 

this penod, ITT was secretly trying to double-cross 
the copper executives (as it had previously sold out 
its corporate comrades in Peru) and to make a deal 

Allende. Then, in September of 1971, the nego-
tiat10ns broke down and Allende "intervened" (took 
over preparatory to nationalizing ITT in Chile). Then 
Geneen and company were won over to Brae's strategy 
for creating economic chaos. 

As the ITT memo of September 30, 1971 put the 
concept of "silent pressure" on Chile, there would be 
a "drying up of aid, and instruction to the U.S. repre-
sentatives in the international bank to vote against, 
or abstain from voting on, Chilean loans." And dis-
content was to be fomented in the Chilean military. 
Geneen communicated these views to Pete Peterson 
Nixon's assistant for international economic affairs' ' and to Major General Alexander Haig, then Kissin-
ger's deputy. 

At this point, in the fall of 1971, a dispute broke 
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out within the Administration. The hard-liners were 
led by Treasury Secretary John Connally. Their tactic 
was for a complete and automatic cut-off of all Ameri-
can aid and loans whenever a foreign government 
would expropriate, or not pay "appropriate" compen-
sation to, an American corporation. The soft-liners in-
cluded Kissinger and the Assistant Secretary of State 
for Latin American Affairs, Charles Meyer. In this fight, 
Connally had a particularly strong position. He was 
chairing the National Advisory Council on Interna-
tional Monetary and Trade Policy which coordinates 
the policies of the American representatives on the 
International Monetary Fund, the Inter-American 
Development Bank, the Export-Import Bank, etc. 

Throughout this period, Connally's people in the 
international financial community, public and private, 
were already following the tough line. In August, 1971, 
the Ex-Im Bank notified Chile that it would no longer 
be eligible for loans and that loan guarantees to U.S. 
companies doing business in Chile were suspended. 
The Inter-American Development Bank turned down 
a $30 million loan for a petro-chemical center. AID 
cut off funds to Chile as soon as Allende took over-
although it gave $30 million to Bolivia in 1971 after 
the Hugo Banzer coup in that country. The World 
Bank provided no loans for Chile after 1970; the 
Overseas Private Investment Corporation refused to 
insure companies in Chile; and on and on. 

In part these actions were rationalized because 
Chile's national debt was very high. But most of that 
debt-some $3 billion-had been inherited by Allende 

from his Christian Democratic predecessor, Eduardo 
Frei. In 1966, a U.S. Senate study told that 40% 
of official investment in Chile had been financed by 
foreign credit. Frei would have had to pay no less 
than 40% of Chile's foreign exchange earnings just to 
service this debt and he borrowed heavily to pay off 
earlier borrowings. In 1965-66 AID financed 14% of 
the entire Chilean budget and 30% of available foreign 
exchange went to paying off the charges on the pre-
vious debt. 

Under Frei, GNP had increased by only 2.5% a 
year, hardly more than population. There were 232,-
000 unemployed in greater Santiago alone, 21 % of the 
area labor force, when Frei left office. Foreign capi-
tal controlled 80% of the chemical industry, 50% of 
metals and 43% of food. In 1971, Allende's policy of 
freezing prices and increasing the buying power of the 
poor and the workers succeeded remarkably well. 
GNP rose by 8.5%, 260,000 new jobs were generated 
and inflation fell from 35% in 1970 to 22% in 1971. 

But the flight of the Chilean bourgeoisie and a 
strike of capital (which refused to take advantage of 
the favorable situation Allende had created for the 
private sector) reinforced the pressures coming from 
American economic policy in 1971. 

The real turning point, however, came in January, 
1972. Richard M. Nixon joined the ITT-Connally 
camp. On January 19th, Nixon announced that "when 
a country expropriates a significant U.S. interest with-
out making reasonable provisions for such compensa-
tion to U.S. citizens, the U.S. will not extend new bi-

World Socialists Strongly Denounce Overthrow of Allende 
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"Whoever has condemned the persecution of Sa-
kharov cannot remain silent in the face of the events 
in Chile. It is our duty to protest in both cases; if 
not, there is no moral right of protest." 
-Bruno Kreisky, Socialist Chancellor of Austria 

"On the Moneda Square, under Allende's window, 
one evening in Santiago, I bought the largest news-
paper in Chile, the property of the largest banker, 
which had a banner headline 'Salvador Allende, 
Crook.' There were no prosecutions for 'offenses 
against the head of state.' Freedom of the press! Two 
of the three TV channels belonged to opposition 
parties which used them to incite to violence. One 
of them had been closed for several months, but this 
week Allende had authorized its reopening. One will 
debate later on what could have been in relation to 
what was. One will total up the successes and the 
failures. But on this day of mourning, I believe that, 
if there are other riches beyond gold and power, the 
world is poorer." 

-Frarn;ois Mitterand, 
leader of the Socialist Party of France 

As these statements indicate, world socialist reac-
tion to the Chilean coup has been sharply stated 
and unambiguous in support of the Popular Unity 
government. 

On September 12, speaking for the Socialist Inter-
national, Chairman Bruno Pitterman and General 
Secretary Hans Janitschek said: "The Socialist In-
ternational views with shock and abhorrence the 
recent developments in Chile which are the result 
of a continued campaign by reactionary and impe-
rialist forces inside and outside of Chile against the 
lawfully established government of Salva-
dor Allende ... this democratically elected socialist 
President and his Popular Unity government, 
against tremendous odds and relying only on them-
selves, fought for three years to create a united, 
democratic and socialist society." 

On September 22, an extraordinary meeting of 
the SI's Bureau reiterated these sentiments, estab-
lished an International Solidarity Fund for victims 
of the coup and commissioned a delegation of social-
ists from the leading social democratic and labor 
parties to go to Santiago on September 30. 



lateral economic benefits to the expropriating coun-
try .... " There was a concession to the "doves" at 
State and the NSC: the United States would not 
move automatically if there were "major factors affect-
ing U.S. interests which require continuance of all or 
part of these benefits." But the signal had been given 
and it was the Treasury, not the State Department, 
which took charge of American policy toward Chile. 
Nixon publicly proclaimed that America "would with-
hold its support from loans under consideration in 
multilateral development banks." 

Allende responded to this attack in a forceful and 
convincing manner. Chile, he said, had paid the copper 
giants $4 billion over 42 years on an original invest-
ment of $30 million. "In my country," he told the UN 
in December, 1972, "there are 600,000 children who 
will never be able to enjoy life in a normal human way 
because during the first eight months of life they did 
not receive the minimum amount of protein. Four 
billion dollars would completely transform Chile." 
And Congressman Harrington reports that between 
1953 and the present, American corporations in Chile 
took out more than $1 billion in profits-and invested 
only $71 million. 

Moreover, the copper companies were trying to 
charge Chile double on some of the items in dispute. As 
Allende told the UN, the copper companies had "bor-
rowed" from their own parent companies in the United 
States-to the tune of $727 million during the Sixties 
-in order to finance investment in Chile. After na-
tionalization, they wanted to be paid for the value 
of the invested capital and for the debt which had 
paid for it (this is a variant of what economists call 
"transfer pricing"). Allende was actually paying off 
on the debt; to have compensated for what the debt 
had "bought" would be to pay twice. 

Richard Nixon was not impressed. The Chilean peo-
ple, however, were. In March of 1972 Allende's coali-
tion received 43.3% in a nationwide vote, i.e. Unidad 
Popular had substantially increased its strength and 
was in sight of a majority when it was overthrown. (In 
Chilean politics, the undeviating tradition has been for 
the party in power to lose in off-year elections. Al-
lende's coalition reversed that.) But America con-
tinued the economic offensive throughout 1972, block-
ing Chile at every turn. In October of that year, Dutch 
and Canadian private banks cut off credit. The Rus-
sians, who were quite wary of Allende's democratic 
road (and also suspicious of the ultra-Lefts in his 
coalition) promised $265 million in credits but actual-
ly were somewhat more generous with the military in 
Argentina than with the Left in Chile. 

There is another interesting angle to the Russian 
coolness to Allende. The Soviets are primarily con-
cerned with making deals with multi-national corpora-
tions in order to benefit from their technology ( J er-
men M. Gvishiani, Deputy Chairman of the Soviet 

Protest the Chilean Junta 
The fall of a democracy is always a deeply distressing 

event. This is particularly the case when it affects a nation 
with a noble tradition of freedom such as the nation of 
Chile. At the present time the exact extent, if any, of 
active U.S. complicity is unknown; but this nation's policy 
of economic strangulation and unprecedented diplomatic 
rudeness must be viewed as major contributors to the 
staggering economic difficulties of the government of Presi-
dent Salvador Allende, difficulties which in turn helped 
bring about his deposition by a violent military coup and 
his tragic death. 

While the long process of repairing the grievous damage 
that has been done to the constitutional fabric of Chile 
has yet to be begun, we urge that the U.S. maintain only 
minimal diplomatic relations with the military junta and 
provide only humanitarian assistance to the people of 
Chile until the following conditions are fulfilled: the Chi-
lean Congress must be reopened; all political parties must 
be allowed to function; military law must be ended and the 
legal system restored; and there must be a forthright return 
to full constitutional rights. 

We are particularly troubled by reports coming from 
Chile that the civil rights of the upwards of 10,000 political 
"'< iles in Chile have been jeopardized, and that the military 
junta has resorted to the cynical practice of sending some 
of them back to their countries of origin, at a threat to their 
lives. We are also alarmed by information that books are 
being burned, that newspapers have been suppressed, and 
that former members of the Allende Government and some 
of its supporters are being brutally persecuted for their 
past political allegiances. We urge that the people of the 
world join in pressing upon the military junta of Chile the 
realization that they must abide by the norms of civilized 
practices and human decency. 

LAWRENCE BmNs 
New School for Social Research 

CONGRESSMAN DONALD FRASER 
House Foreign Relations Committee; 
Chairman, Americans for Democratic Action 

MICHAEL HARRINGTON 
Democratic Socialist Organizing Committee 

This petition was drafted in minimal terms so it could be 
widely circulated, not only among those who were sympa-
thetic to the Allende government, but to all who are out-
raged by what is happening in Chile in terms of basic 
democratic liberties. Signatures should be sent to Congress-
man Fraser, Suite 1704, 1424 16th Street, N.W., Washing-
ton, D.C. 20036. 

Council of Ministers for Science and Technology 
lauded the multinationals in a speech to 650 leading 
capitalists at the International Industrial Conference 
last month). As the Financial Times put it after Al-
lende's UN speech, "as Pepsi-Cola disappears from 
the supermarkets in Santiago, it will become available 
to buyers in Moscow." 

In any case, Chile, a nation which, through no fault 
of its own, had to live on credit, dropped from $220 
million credit in 1971 to $35 million in 1972. The 
United States, which was the architect of this reality, 
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made one exception in its policy: it continued to sup-
ply generous assistance to the Chilean military 

I do not for a moment want to suggest that this 
evidence proves that American economic warfare 
against Chile was solely responsible for the destruc-
tion of democracy in that country. The indigenous 
counter-revolutionary forces were, and are, obviously 
quite strong (and they were aided more than a little 
by the treachery of the Christian Democrat, Eduar-
do Frei, who refused to do anything to support the 
cause of constitutional government in his homeland 
and even campaigned among European bankers against 
loans to Chile). Indeed, the New York Times recently 
reported that the Rightists in the army were delighted 
with Allende's electoral victory of last spring. One 
officer told of a "sigh of relief when the Marxists re-
ceived such a high vote because we felt that no poli-
tician could run the country and eventually the Marx-
ist vote might even be stronger." 

The Rightists, in short, wanted chaos, and they 
conspired with the businessmen and the truckers to 
get it. America was on their side. Broe's CIA scenario 
of 1970 became official American policy, admitted in 
Presidential directives and carried out with enthu-
siasm by the then Secretary of the Treasury. Just 
as we sided with the Pakistanis against Bangladesh, 
so we joined hands with fascist reaction against a 

democratic Government in Chile. 
Does this prove, as some on the Left already argue, 

that there is no peaceful road to socialism possible? 
I think not. One knew in advance that an attempt to 
build socialism in a small, relatively poor country, 
dependent for foreign exchange on a single export and 
extremely vulnerable to attack by international :fi-
nance, both private and public, was extremely prob-
lematic. But what if there had been a government 
of the democratic Left in Washington? Not a socialist 
government, which is hardly likely in the foreseeable 
future, but a decent government of the liberal Left. 
That would not have made it simple for Chile to over-
come the disadvantages that our imperial system has 
imposed upon it. But it might have made it possible. 

And finally, this criminal and anti-democratic policy 
of the United States serves notice that capitalist 
reaction has become much more sophisticated-and 
more effective. It need not overthrow governments by 
force and violence as it did in Guatemala in the Fifties 
and as it tried at the Bay of Pigs in the Sixties. It 
can intervene through the economic mechanisms of 
the world market; it can help overthow democracy 
silently, quietly. 

For Americans there is one crucial moral in all of 
this: we must join together to change this country 
so that it will never again play such a role. O 

A New Beginning for American Socialism 
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Founding Convention in New York City 
OPEN MEETING 

DAVID LEWIS, Leader, New Democratic Party of Canada 
"US Economic Imperialism" 

Oct. 12, 8 pm. Eisner and Lubin Auditorium 
Loeb Student Center, New York University 
Washington Square Park at LaGuardia Pl. 

OCT. 13 • McALPIN HOTEL, BROADWAY AND 34th STREET 
SOCIALISM '73 

Address by Michael Harrington 
WORKSHOPS ON: the unions; feminism; racial equality; 

Democratic Party; equality; and detente 
with David Selden, Rose Laub Coser, Doug Ireland 

Michael Walzer, Bogdan Denitch, Christopher Lasch 
Panel on 

Socialism and the Welfare State 
with Irving Howe • Erazim Kohak • Norman Birnbaum 

OCT. 14 • McALPIN HOTEL 
National Board elections • Ratify Constitution 

All sessions open to the public. Join at the convention. 


