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1. FoJlow1nc ‘up on tho 14 Septemlor 1970 dl%CUSoiODS

2

v3+h CIA Director Richard Lelms, |

ber further discussions of’
military, political and economic factors affecting the
present situation in Chile. Accompanyingl rto
Vashing+nn | | was ]

! Althocugh

I i;took’part in [ I
' ‘had with Attorney General Mitchell, Dr. Kissingexr, ¢
- _4343 ‘jprefeJred not to participate in
S-Ouy Subsequen iscussions with ] ;Lnoting that
| ~Kehould probably stay out of sufh talks at this
'-'ﬁ)in‘t . i . o .

Further Thougbtz on the Miiitary

I E.0. 13520, section 3.3(b)(1)

2;fﬂ Bex*ended his prevmovs comments on Ley

Chllean military 1i0rthe context of their possible actions to

- avert the inauguration of Marxist Salvador Allende as President
of Chile on 4 November. (Allende‘'s slim plurality in the
4 September election must be submitted to a congressional vote
on 24 October and he needs to add about 20 votes to those he
has to be the constitutional pr051dent elect ) H;s remarks = -
included the following: ‘ S

1

- a) Major: General Camilo Valenzuela Godoy, Commander of
the Santlano Garrison and as such nominal commander of all Army

forces in the Santiago area. He commands no troops except in a
state of emergency. (CO“[EVT .As Commander of the Santiago
Garrison, Valenzuela commands about 30 men. During a .State of

emer"ency he assumes nominal command of all Armed Forces in the
Santiago area including the carabineros, or National Police.
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. =i Essowwy 4 ,

. Examination of Potential ECOHOmlC I‘rossule Points

12, Credlt moneyv. and bank policies: In the week to

ten days following the 4 feptember election, the run on Chilean
banks was intense and widespread. At one point, the financial
situation threatened to get completely out of hand and alnmost

_ certainly would have done so had the Frei govérnment not moved

.. to save'it. With the printing presses working on a three-shift
basis, and the Central Bank supplying the escudos to satisfy all
comers, panic was short-lived.  Had the Trei administratien not
" loosened its credit and money policies, many banks would have
been forced to close and the ingbility to meet industrial pay-
rolls would have been widespread. Under -these circumstances,
it would have beenr difficult. to keep workers out of the streets-
-or to restrain them from trying to take over the-.plants. 'In the
face of riots, demonstrations, illegal takeovers, and growing
chaos, the Chilean military might have been galvanized inte action
--'1f only to regain some. semh ance of pubilc order ' :

13. AJpointed out that, in.oné important way,
the opportunily to apply pressure in this field has already becn
lost. JImmediately following the election, Frei could have allowed
+the bank run / tight credit / unmet payrclls / financial chaocs /
“military takeover=scenardio-teo play itself out simply by taking no
action at all. Although a similar chain of events could be tri:
gered-at any time, with probably equal effect, it now would tak
overt and decisive action on Frei's part to do so -- 2 highly
unlikely event given the President’'s penchant for indecision and
-concern for his place in Chilean history. In addition, the factw
that the administration's actions on economic matters are now being
- followed closely by Allende's watchdog_(FNU) Vuskovic.
also maintained that Central Bank President Carlos Massad

would be a hindraznce to such a policy reversal since his leanlngS'
would be quite in the opposite direction. He added that there are
other leftist sympathizers among Frei's economic advisors, while
those who share Frei's political and economic views are ineffective

C

F.0.13526, section 3.3(b)(1) |

14. VWe then reviewed several possible situations with

.a) Widespread unemplovment: - The possibility of a scenxrio
unfolding because or growing unemployment also was examined. Unem-
ployment already is growing despite very restrictive Chilean legis—
lation proscribing layoffs. As production contlnucs to slow, 1t

r]i.u. 13320, section 3.3(b)(1) ‘ -
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