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The beginning of transition to democracYinlate1989in Chile poses

a nunber ofimportant challenges which need to be overcome so this

PrOCeSSis consQlidated and becomes sustainablein the medium－term・

The proposed research pro］eCt WOuld focus on the design and

1ementation of economic PClicies（ParticularlYin the macro－

economic and social area）that would contribute to the viabilitY，

COnSClidation and sustainabilitY Of democracYin Chile．A basic

assumption of the projectis that theinstauration and eventual

COnS01idation of pQlitical democracY COnStitutes a highlY desirable

goal；itis assumed that animportant elementin measuring a

COuntrYIs welfareis the extent to whichitst citiZenS enコOy

democratic rights．The prioritY attaChed to democracY aS an

important development objective goes back to the writing of authors

like A．Hirschmann，DudleY Seers and R．Prebisch．AIso，the

encouraglng Of democracY and democraticinstitutionsis among the keY

aims that development aid of certain donor governments　〈e・g・Sweden）

explicitly pursues・MostimportantlY′in Chile－aS Well asin other

Latin American countries　－　democracyis a maコOr and verY high

PrioritY Objective for most pClitical parties，SOCial organizations

andindividual citizens；interestingly，mOStleft wing parties share

in thelate eighties a deep－r00ted comitment to parliamentary

democracY，in contrast with thelate sixties and earlY SeVenties，

When democracY WaS Often dismissed bY PartS Of theleft as　‖merelY

formal‖　or　‖burgeoistI．（1）

Economic p01icies must meet atleast two key requirements，if theY

are to contribute towards making democracY Stable and viable・As

Sheahan and others（2）have pointed out， these re uirements ull in

COntrarY directions．One requLrementis that economic p01icies have

the consistency necessarY for a viable economy（in the short and also

in the medium andlong－term）；SuCh an economy would be able to

function without major financial disequilibria（avoiding acceleration

Ofinflation to highlevels and frequent balance of paYmentS Crises），

While achieving some economic growth．冒he other requirementis the

abilitY tO anSWer enOugh of the expectations of the p0liticallY aWare

（1〉　The Partido Socialista de Chile definedin their prograrmein

earlY1988，日recoverY Of democracy‖　as the task with highest

PrioritY；See also工．Walker t，un nueuo socialismo deomcratico en

Chile‖　CエEPLAN Estudios　24，June1988．

〈2）Sheahan，7．日Economic P01icies and the Prospects for succesful

Transition from Authoritarian Rulein Latin Americaltin（ed．）

G．OIDonnell，P．Schmitter and L．

Authoritarian Rule
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ects for Democrac

UniversitY Press．
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groupsin societY tO h01d their acceptance；a related requirementis

thatlevels of absClute and relative poverty need to begin to be

reduced，after relative neglect during military governments・

甲hefactthatirrportantchan？eSinthepClityand／ortheeconomYmake

consistent and viable economlC P01icies both extremelY difficult and

crucialis wellillustrated bY Chilean history and the experience of

nmerous other countries．　One of the main contributions of this

pro］eCt COuld be to draw out thelessons′　both positive and negative′

from previous experiencesin the hope that atleast past mistakes

Will not be repeated．Though obviousIYlessons cannot be

mechanicallY eXtraPClated，Valuableinsights can hopefullY be gained・

工n the Chilean case，the attempt at transition to socialismin the

earlY SeVenties partlY failed due toinconsistent macro－eCOnOmic

PQlicies′leading to rapid acceleration ofinflation and severe

balance of paYmentS Crises．As discussed elsewhere（3）this negative

economic evClution not only had a deepIY PrOblematic effect on the

achievement of the economic and pQlitical goals of the Allende

government′　but also contributed to the breakdown of democracyin

Chile．

More recentlY′　a number of countriesin Latin America and elsewhere

have undergone or are undergoing process of p011tical transition to

democracY．ParticularlYin the Latin American experiences of

transition′　mOSt Of their economies had a seriousintensification of

financial disequilibrialeading for exarrple to very rapid

acceleration ofinflation；this has had negative effects on the

P0litical process of democratization．Though the task of economic

P01icY一makers has been particularlY difficult due to the hostile

international environment facing Latin Americain the eighties，（and

the specific problem of the debt overhang）animportant explanatorY

element of the financial disequilibria areinconsistent macro－

economic pQlicies・Transitions to democracyin other areas of the

world，aS those of the　工berian Peninsulain the seventies，have on

the whQle been more succesful bothin cons011dating democracY andin

SuCCeSful economic management．

Though the research project wouldinclude historical analysis on

Chilean economic and p01itical historY and on other countries

（including Portugal，Spain and Argentina）experiencein transition to

democracY，its main focus would be on the desi n and im lementation

Of macr〇一eCOnOmic and socia1－－－－－　PCliciesin Chile from1990

0nWards．

（3）For one of the researcherst own detailed discussion，See

S．Griffith－Jones．　The R01e of Financein the Transition to

Socialism．　Frances Pinter。1981．　For excellent discussions of

these and relatedissues，in the Allende period，See，for

examPle′　S・Bitar Transicion′　SOCialismo y democracia′1a

experiencia Chilena，Siglo XX工．Mexic0．1979，and FoxleY A．and

Munoz O．t－Redistribucion delingreso，CreCimiento y estructura

SOCial‖in Foxley A　〈ed）Distribucion delingreso・F・C・E・

Mexic0．1979．



Ellaborating on Hirschmann－s analYSis　〈4）of disequilibrated

development，it can be argued that recent governmentsin Latin

America have focussed either on financial stabilitY（both domestic

and external）Or on equitY With raPid growth．EiLher financial

StabilitY Or equityis sacrificed as a keY PClicY Objective・The

Strains produced frominsufficient attention t00ne Of the maコOr

Objectives havein the past produced extreme pressures both on the

economy and on the p01itY，leadingin some cases to the breakdown of

democracY．

This poses as a keY Challenge for the new democratic governmentin

Chile to deslgn andir噌lement p0licies that simultaneously expand

SOCial expenditure，er噌lQYment and economic growth，While encouraging

directlY PrOductiveinvestment，Withoutleading to balance of

PaYmentS Crises and／Or excessivelevels ofinflation・ClearlY

democracY WOuld be cons01idatedin Chileif during the next tw00r

three governments′　mOderate success was achieved on all these fronts

SimultaneousIY．甲he proposed pro］eCt WOuld attempt to contribute，

however modestlY，tOWards the achievement of these objectives，aS

Well as attempting to evaluate and explain possible slippages・

Thelargest opposition partyin Chile，the Christian Democratic one，

as well asits close allies（5），have explicitlY COrmited themselves

to all of the objectives］uSt described．The difficultYis to

achieve not only the appropriate economic p01icY deslgn，but also－

and thisis far more difficult　－　the necessarYinstitutional

arrangements and pClitical agreements，tO makei叩丸ementation of such

P01icies feasible．

E工．曹he content of the

ecific features

The proposed research pro］eCt WOuld have several specific features：

1）エt would be c011aborative，With Chilean academicinstitutions

（mainlY but not onlY CエEPLAN）as well as withintentional

institutions（e．g．CEPAL，UN工C聞，工．L．0．）；later，it could possiblY

have directlinks to a new democratic Chilean government．

2）エt would beinterdisciplinary．曹hough the research proコeCt WOuld

Start from economicissues，it would also concentrate on the relevant

institutional，SOCial and p0liticalissues．Past experiences（either

in transitions to democracy or atte叩PtS at StruCtural changein the

economY）have shown the particular difficultYinimplementing p01icY

（4）Hirschmann A．tlconfessions of a dissident；reVisiting economic

development strategY‖in G．Meir and D．Seers（eds）

Development．　0．U．P．1985．

Pioneers in

（5〉　See，for example Programa Basico de Gobiemo para un periodo de

transicion de cuatro anos elaborado porlos Partidos Democrata

Cristiano，Padena，Humanista，Liberal Repoblicano，Radical，

Usopo and U．S．P．Mime0．June1988，also，See PrOgrarme Of

Partido socialista de Chile．



targetsin societies undergoing ma］Or Changes．ghis shows the need

to carry out research that attempts toincorporate social，P01itical

andinstitutional variablesinto p01icY design andimplementation．

3）The projectts main focus would be national p0licY design and

implementation particularlY referred to Chile・However，it would be

hoped that pQlicY COnClusions relevant for bilateral and multilateral

aid donors would also be extracted．At a generallevel，a better

understanding of economic and p01iticalinteractionsin the

transition to democracY maY be ofinterest to donors，Particularly

those（e．g．Sweden）which value democracY aS a keY Objective．More

SPeCifically，Certainindustrial governments have begun to develop

CO一〇Peration prograrmes，With‖democracY COnditionalitY‖　attached to

them；thus，for exarrple，maコOr Credits granted recentlY bY Spain and

工talY tO Argentina have a special clause saylng theY are Valid onlY

underdemocraticg？VernmentS・（6）工ndustrialgovernmentsand／Or

multilateral agencleSinterestedin supporting democratic governments

maY Well wish to support specific pClicies or p01icY－PaCkages that

Can be shown to belikelY tO COntribute towards the cons01idation of

democracy．Thus，this research pro］eCt COuld be of particular

interest and／or obtain some funding from donors or potential donors

to the Chilean government．

b．The content of the research．

The research prograrme would operate at differentlevels；

1．Economic．

i）工dentification，in a cCllaborative manner with Chilean

researchers，Of keY high prioritYincreasesin expenditurein fields

SuCh as health，nutrition，education，low－income housing and social

SeCuritY SPending．（e．g．familY allowances，PenSions）・

As RaczYnSki　〈7）and others have shown，When the military government

Came tO POWer，eXPanSion of the welfare state came to an end．

According to C工EPLAN figures（8）per capita public social expenditure

in the mid－80－s was belowitst levelin1974；this deterioration has

been particularlY Sharpin health andlow－income housing・

Furthermore，the coverage of social security，Which historicallY had

been highin Chile，WaS reduced；though the military government

initiallY equalized family allowances for blue c011ar and white

CCllar workers，it then allowed alarge deterioration．

（6〉　A．MarinakisItThe Transition and Cons01idation of DemocracYin

Argentinat一　工．D．S．Term paper．1988．

〈7〉　Raczynski D．‖social PClicy，PovertY and Vulnerable Groups・

Childrenin Chile‖　〈ed．G．Cornia，R．JClly and F．Stewart・）

ustment with a Human Face．VCl　工工．0．U．P．1988；anOther

Valuable studyin this fieldisJ．P． Arellano PCliticas

sociales v desarr0110；Chile1924－84．　CIEPLAN．1985．

（8）For example，Marcel M．‖Gasto social en Chile：1979－83日．CエEPLAN

Notas tecnicas　66． 1984　Santiago de Chile．



A paper would be written toidentify alternative high prioritY

increasesin social e羊Penditure that arelikely to be undertaken bY a

new democratic government，With an evaluation of their total cost．

Animportant part of this studY WOuld be done bY Chilean researchers，

PartlY drawing on their current and past work．Mario Marcel，

researcher at C工EPLAN andinvClvedin preparing the social prograrme

for the new government，WOuld co一〇rdinate this studY；ParticIPation

from other schQlars，e．g．Dagmar RaczYnSkiin C工EPLAN，Alvaro Garcia

in工．L．0．is envisaged．Close cCllabaration with UN工CEF，aS Well as

POSSible funding assistance from themis hoped for・

ii）Funding ofincreased social expenditure prograrmes（in different

SCenarios）．

The main sorces of funding that would be explored are：

increased taxation，re－StruCturing of public expenditure and a

reduction of Chilels net negative resource transferin forelgn

exchange related to the external debt overhang．ghe potential

increasein taxation would partlY relate to reversing some of the tax

reforms　〈e．g．reductionin direct taxation）carried out by the

PreSent gOVernment）〈9）．　エr噌Ortantissues would be not onlY the

achievement of approval of changesin taxationin Congress，but also

attempting to deslgn P01icies so changes do not provide tQC muCh

disincentive for private sectorinvestment．Re－StruCturingin

government expenditure would alsoinclude delicate p01itical matters，

SuCh as a possible reductionin militarY eXPenditure．　エt has been

estimated　〈10）that militarY eXPenditure hasincreased by around2．5％

Of G．D．P．since1973．

Last，but certainlY nOtleast，increased social expenditure could

PartlY be funded by anincrease of aid and credit flows to Chile

and／or bY SOmelimitation of debt service payments．Obtainment of a

favourable dealin this aspect should be eased by two factors：a）

工nternational sYTmathY and support for the process of democratization

and b）Consistent macro－eCOnOmic pCliciesinherited from the militarY

government，WhichimpIYlowinflation，diversified exports，high

foreLgn eXChange reserves，etC．（Thelatteris also to animportant

extent the result of current verY high copper prices）．The abilitY

t00btain／bargain for a gCCd credit／aid／debt servicing package will

also depend naturally on the qualitY Of the macro－eCOnOmic and

development p0licies of the new democratic government．

Work on this part would be carried out bY StephanY Griffith－Jones，in

C011aboration with Chilean researchers　〈particularlY On the fiscal

aspects）．　On the external resources front，SOme OPtions on

debt／development swaps，geared to social spending would be explored．

〈This wouldinclude not only debt to private creditors but also t0

0fficial creditors，e．g．gOVernmentS）．More generallY，theissues of

newlending，aS Well as debt service pQlicies would be analized for

the Chilean contextin thelight of previous research．Consultation

With Chilean sch01ars，like R．Ffrench－Davisis envisaged．

（9）　See，for exaInPle，M．Marfan（1985）目口WO eSSaYS On fiscal p01icY

for the Chilean economY‖　ph．D．dissertation，Yale UniversitY・

（10）CortaZar，R．‖conflictos macro－eCOnOmicos Y democratizacion日
日Estudios CエEPLAN n0．19，June1986．



iii）Though theissue ofincreased social spending expenditure and

its－　fundingis fairlY SPeCific，the marginS Of manouvre and the

effects of pClicy change on the rest of the economY are CloselY

linked to the overall macro－eCOnOmic pQlicY framework．

A firstissueis that of relations and trade一〇ffs between social

expenditure　〈the social wage），mOnetarY WageS andlevel of

employment．

Chile undergoes a transition to democracy，aS trade union

Organizations are strenghtened and pClitical procedures are re－

established，there will be pressures toincrease monetary wages，the

SOCial wage and eInPloyment simultaneousIY．　〈11）The pressureis

ParticularlY great glVen that real wages are still below their1970

1evel，the unemployment rate　〈though farlower thanin recent YearS〉

is above the average historical one and social spending per caPitais

belowits pre－1973levels．

Table l．

Socialindicators，1970－87〈a）

Real wage and Un敏1mloyment Per capite social

Salariesindex rate e翠penditures

l970　　　　　　　　100．0　　　　　　　　　5．9　　　　　　　　　100．0

1971－73　　　　　　98．8　　　　　　　　　4．7　　　　　　　　　　n a

1982－85　　　　　　88．7　　　　　　　　25．7　　　　　　　　　50．9

1986－87　　　　　　84．8　　　　　　　　14．1　　　　　　　　　61．4

Source．Munoz．0．tlLos e叩草eSarios Ylaindustrializacion en Chileli

C工EPLAN∴Nota tecnica122．Nov．1988．

（a）Government figures would give somewhat different results．

KeYissues to be analized are the pace at which monetary and social

WageS，aS Well as employment can beincreased，and the trade一〇ffs

between theincreases，glVen different assuIrPtions about economic

COnStraints．The possibility of some tYPe Of social pactin which

higherincreasesin e叩Ployment and the social wage are accoIやanied bY

limitations on the rate ofincreasein nominal wages would be

discussed in this∴SeCtion．

工SSueS Of aPPrOPriate deslgn Of monetarY，fiscal，eXChange rate and

incomes p01icYin this context would be analized，both at an economic

and an institutional level．

Analysisin this section would draw on the specific discussions on

macr〇一eCOnOmic pQlicYin Chile and on the emergingliterature on

economics of transition to democracY；it would however also relate to

the more general discussionin the　工．M．F．，World Bank，UN工CEF，etC

（11）For a recent useful explanation of some of theseissues and of

relevant economic models，See A．S01imano　‖p01itica de

remuneraciones en Chile：eXPeriencia pasada，instrumentos y

OpCiones a futurotl．C工EPLAN Estudios　25　Dic．1988．



（andindeed工．D．S．itself）on adjustment with equity．（Or　‖adjustment

With human face‖）．

Work on this section would be started bY R．Zahler，based at CEPAL，

Who would draw both on his theoretical work on macro－eCOnOmic pClicy，

and his advisorY WOrk to Latin American governments．A contribution

On the trade一〇ffs betweeninvestment and wages（both social and

monetarY）would be made bY O．Munoz，a SPeCialist on Chilean

industrialization and DeputY Director at C工EPLAN．S．Griffith－Jones

WOuld co一〇rdinate this work，aS Well aslinking to thatin the

PreVious sections．

2．PQlitical and institutional．


