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Introduction

pinochet's defeat in the October 5, 1988 plebiscite set EE
the stage tor the transition to democracy in Chile, ,
presidential and Congressional clections are ccheduled for
December 14, 198Y. Christian Democrat Patricio Aylwin is the
“tront-runner in the presidential race. Aylwin is from the
relatively conservative wing of his party, but he is the
candidate ot a broad coalition which includes socralists and

declared support from the « ommunist Party. Opposing Aylwin are .
two independents from the center-right: ftormet Finance :
Minister Hernan Buchi and businessman Francisco Javier ey

Frrazuriz.

: Considering the wide swings in economic and social policies

! in Chile over the past twenty years, it is surprising the

: ‘ degree to which the three Chilean presidential candidates agtee

~on maintaining the out lines of the current tree-market economic
model while at the same time increasing social spending.,
Aylwin tavors a slightly larger iole for the state and
restoring power to the unions, but would encourage the private
cector to remain the primary enagine of growth. Buchi would
retain current policies but would increase social spending by
relying more on the private sectur to provide services,
Errazuriz has a more populist approach which promises free
health -and education for tne poor and elimination ot the
mortgage indexation system. Co

L e emoanaelo o

There 15 Some consensus amony the candidates that the
greatest political problem facing the new civilian government
will be asserting control over Chile's military. However,
Aylwin would have the greotest difticulty in this process,
Aylwin's covalition has declared its intent to pursue justice in -
human rights cases and its desire Lo see President Pinochet
retire from his position as Commander in Chief. Some members
of his coalition have questioned the military's role in a

democratic society.,

ot

The new government will take power on March 11, 1990, If
Aylwin, as expected, is elected the next President ot Chile, he
| o will need strong support from the U.S. and other countries to
. bolster himself in necgotiating with the military on the
This PCC meeting has been called to discuss how
with the new civilian
assistance.,

transition.
the USGC should normalize relations
government and respond to its likely request tor
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U§ Interests
Pur LiFb. REloritg inuit e Lo nuppbrt the dsmeefdble
procses TN ENiTE: A BNV ana i ndroan 1A Sther
£ U ‘ \ depend UBOR ERE ability nf the new

arcas of U.S. interest : . 5L
government to gain broad support and establisch ita legitimdey
in a short period of time. The new government will have ta
neqotiate with the military on three main issues: the pursuit
of justice in human rights cases, the future of Pinochet as. - -
commander in Chief, and the role of the Armed Forces in the new: i
democratic Chile. The civilian politicians and senior military

of ficers do not trust each other. There is mutudal suspicion e
and great uncertainty abou’ Lhe intentions of all parties. e
(And many U.S. congressmen and staff will be suspicious about

the real authorities of any elected government, especially '

while Pinochet remains on the scene.) The U.5. can play a role P
in this process by encourayging dialog between the civilans and f
the military, even though .ur intluence with the arwed i

services, especially the army, is not great,
A second priority is to support free market economic
policies _encouraging contiauecd growth. 1t is important that
the Chileans demonstrate to the rest of hLatin amer ica that
democracy is not incompatible with sound economic¢ policies and
growth. The Pinochet government achieved remarkable economic
. success at considerable social expense. And, while the

adjustment process continucs, the question now is whether

democracy can deliver -- both economically and politically. We
also have a strong interest that the chileans continue sound,
responsible external debt management policies. U.5. investors
have substantial sums at stake in Chile and are looking to the
USG to monitor the situation closely and protect their
interests if necessary.

_ In order to broaden our relations with the new government
we must resolve the Letelier case. This is the key to
reopening a security assistance program with Chile and to fully
restoring military and political relationships. We are
confident that an Aylwin government will want to tesolve the
case quickly.

In sum, the transition to democracy in Chile will create
new realities, calling for a review of U.S. policy toward the

country. Policy issues to be discussed at the PCC meeting :
include: :

-- political support for the ncw government ,

-~ security assistance,

-- economic assistance,

-~ . parcotics control assistance,

- restoration of CSP and uPlC eligibilily, and

- support for further Chilean debt reduction operations.
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