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Hay 1, 1970 

CURRENT STATUS OF A W R I A N  REFORM IN CHILE 

William C. Thiesenhusen* 

When Eduardo Frei took office as President of Chile in 1965, 

he pledged t o  direct  a frontal  attack on the developmental problems 

plaguing agriculture. A s  he defined it, rura l  developnent was to  

include not only an increase i n  agricultural production but also a 

more socially desirable distribution of income and provision for  more 

secure jobs on the land to  ease the growing employment problem. The 

governmentls emphasis, therefore, involved landless laborers and 

small acreage farmers to an extent unprecedented in Chile, a country 

where a few of the people own most of the land and the r e s t  subs i~l t  

e i ther  with no land a t  a l l  o r  on p l o h  too slaall t o  permit them a 

decent leve l  of l iv ing  (minifundios) . From platform t o  policy the 

Christian Democrats were consistent: they called for  agrarian 

reform for  a substantial  number of landless laborers and, since 

there wouldn't be enough land for  a l l  t o  receive some, adequate 

wages and improved l i r ing  conditions for  the others. Uniohization 

of farmers was t o  be encouraged. And minifundistas would be helped, 

mainly through credi t  and coofaeratives. 

This paper w i l l  attempt to describe the accomplishments of the 

F'rei Administration's rura l  development program and to provide some 
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analytical comments drawn from the few existing in-depth studies of 

the reform in its evolutionary stage. I n  general, evaluation is pre- 

mature since the policies being followed by the F'rei government tend 

to  have medium-tern and long-run payoffs. But since no country in 

Latin America has t r i ed  what Chile i s  determinedly attetapting through 

democratic means and i n  an incremental fashion, extrapolation from 

short  term resul t s  i s  possible and may even ward off l a t e r  d i f f i -  

cul t ies .  

The Extent of Reform 

The predecessor government se t t led  fewer than 1,250 families, 

but President F'rei established 18,618 on f a n s  through December 31, 

1969. Recent estimates are  tha t  about 20,000 had been se t t led  by 

the end of February 1970. The bulk of these--over 65 percent--were 

se t t l ed  i n  the r ich  heartland of the country, the Central Vdley  

(from Aconcagua t o  Nuble Provinces), an area t radi t ional ly dominated 

I by the hacienda o r  fmdo. Nearly 85 percent of the more than - 
192,000 i rr igated hectares on which there a re  settlements (about 

4 l  percent of the t o t a l  area i n  the en t i re  reform program) is also 

'This paper w i l l  not describe the t radi t ional  fundo. For a 
c lassic  coverage see George HcCutchen HcWide, chile= and 
Society (New Pork: American Geographical Society, 1936). A more 
recent and excellent source is  Conit6 Interamericano de Desarrollo 
Agricola (cIDA), Chile: Tenencia de l a  t i e r r a  y desarrollo socio- 
econhico de l  sector agricola, 2nd ed. (Santiago: 1966). The 
author's Chile's Experiments Fn Agrarian Reform (Hadison, Wis- 
consin: B e  University of Wisconsin Press, 1966) contains a 
brief description together with some analyses of pre-Frei reform 
ef for t s  which w i l l  likewise not be included here. 
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located there. About 10 percent of nfarmlandll--and over 15 percent 

of the i rr igated land--in Chile is now part of the agrarian reform. 

Indications are tha t  the nearing presidential elections may 

quicken the pace of the program--at l e a s t  this was the major thrust  

of a speech in  February 1970 by the director of the agrarian reform 

agency ( ~ ~ ~ ~ b - - ~ o r ~ o r a c i &  de l a  Refonna Agraria) which was widely 

circulated by the Chilean hbaasy  in  Washington. There are other 

hints that  the r a t e  a t  which agrarian reform is taking place is 

not about to  be retarded. The appropriation for  CORA has continued 

t o  r i s e  and, in rea l  terms, the budget for  1970 w i l l  be about 30 

percent higher than it was i n  1969. Furthermore, one can detect 

no appreciable change in the speed a t  which expropriations are 

taking place; i f  anything they are quickening (Table 1) .  

Yet there is no possibi l i ty  that  F re i l s  campaign promise to 

s e t t l e  100,000 in his  term w i l l  be fu l f i l led ,  a f ac t  recognized 

by the present achbis t ra t ion .  Consequently, the government has 

retained the goal but indicated tha t  it needs more t h e  to  achieve 

it.2 A t  present there are approximately 250,000 families which are 

either landless or which hold too l i t t l e  land to  even enable them 

t o  earn the modest minimum dai ly wage s e t  by the government. 

The Asentamiento System 

Under the Chilean agrarian reform law (16,64O), the most 

important reasons a fundo can be expropriated are because it is 

abandoned by i t s  owner, because it is badly worked (according to 

2 ~ f  the goal is realized, it w i l l  mean expropriation of about 
half of the irrigated land in the country, CORA of f ic ia ls  believe. 



TAB(LF: 1. EXPROPRIATIONS OF CORA THROUGH JANUARY 1970 
TOTAL PROPERTIES, ACREBGE, AWD PEXCEXT OF TOTAL 

m r o p  
Datea 

June/65 July/68 

Aug ./68-Oc t ./68 

NOV ./68-~an./69 

Feb . / 6 9 - ~ ~ r i l / 6 9  

Hay /69 July/69 

Aug ./69-0ct ./69 

Nov./694an./70 

TOTAL 

% of Total % of Total 
% of Total Irrigated Irrigated Dry DW Total % of Total 

- ~ O P  Ehprop . Hectares Hectare8 Hectares Hectares Hectares Hectares 
Properties* Properties Exprop. Exprop. Exprop. Fhprop . Exprop. Exprop . 

9 
Some expropriated properties are  not yet set t led.  



c r i t e r i a  the legis lat ion s e t s  up), o r  because it contains over 

eighty basic i r r iga ted  hectares.) Besides, owners may t r y  t o  s e l l  

t he i r  land to  CORA. CORA claims that  36 percent of the land ex- 

propriated between the signing of the current law and October 1969 

was offered to  it by landlords (in which cases 10% of the land was 

paid f o r  i n  cash with the balance paid over a 25-year period), 

while 45 percent was expropriated f o r  reasons of size.' Badly 

exploited land i s  usually taken f o r  s ize  reasons because the l a t t e r  

is an easier  cr i ter ion to  apply than proving tha t  the land i s n ' t  

farmed well. S t i l l ,  well over one-third of the  properties taken 

fo r  s i z e  reasons were badly worked. 

I f  a property is well-famed and its workers well-treated, an 

owner is allowed to  keep a reserve which usually includes his  house 

and some of his  out-buildings. H i s  compensation w i l l  also be on 

more favorable terms. 

The authors of Law 16,640 attempted to  design it so that  CORA 

could take immediate possession of the expropriated property with- 

out waiting f o r  the f i n a l  decision on a l l  appeals. This in ten t  was 

often frustrated in practice, however, and an amendment passed in 

January 1970 now makes the procedure somewhat similar to nquick 

)A s e t  of tables,  included i n  the law as Article 172, provides 
the coefficients fo r  converting a l l  Chilean farmland to 80 basic 
i r r igated hectares. 

4CORA, Cuatro f i o s  de Reforma Agraria  antiag ago: 1968), p. 26. 
Land tha t  is held by a corporation, rented land on which any l ega l  
provisions regulating leases and sharecropping contracts are vio- 
la ted,  minifundios for  regrouping purposes, and property i n  
government-sponsored land improvement schemes may also be ex- 
prop~ia ted .  



takingvv i n  U. S. land condemnation proceedings .5 Furthemore, the 

or iginal  law establishes a special series of courts to  expedite 

expropriation. 

Under the Chilean plan of agrarian refarm the old fundo is 

converted into a cooperatively worked asmtamiento--about 575 were 

in operation as of Januaq 1 9 7 0 . ~  On the usual asentemiento the 

production structure of the fundo is  not changed; large f ie lds  

continue t o  be operated intact.  Work is accomplished communally 

in " f ie ld  crewn fashion, much as it was before the reform. But 

now the old owner and usually his on-fam representative, the 

administrator, have l e f t .  Many f i e l d  foremen also e lec t  not to 

take pa r t  in the reform. 

In the selection of se t t le rs ,  preference i s  usually given to  

former permanent workers on the expropriated estate ,  but others may 

be admitted also, providing they have had experience as  an agri-  

cultural worker, renter, or  sharecropper; do not own a parcel of 

land larger than an lleconomic unitI1 (as defined in Chilean law); 

and are over eighteen years old and the head of a family. 

Se t t le rs  e lec t  a f ive member "settlement committee" (president, 

vice president, etc.) ,  and CORA and the committee draw up a contract 

which formally establishes the asentamiento organization or  the 

'I,aw No. 17,280, January 17, 1970. 

%here is somewhat of a lag between expropriation and asenta- 
miento organization; esthnates in January1970 showed t h a t  about one- 
third of expropriated land had not been so constituted. ( ~ o t e :  The 
number of asentamientos cannot be easily compared to the number of 
properties expropriated as of January 1970, shown in  Table 1; some- 
t ines several expropriated properties are combined into one 
asentamiento . ) 



Sociedad de Refonna Agraria (SAM). Each SARA is governed by an 

administrative council--the settlement committee and, where CORA 

desires, two members of its s taf f .  

A prime function of the administrative council is t o  draw up 

plans for  what w i l l  be grown--and where--which are l a t e r  formalized 

in a general assembly of all campesinos on the property. 

Se t t le rs  agree to  l i v e  on the farm, carry a share of the work 

as  directed by the administrative council, not cede the i r  r ights  

t o  another, and market a l l  cooperatively-grom produce through 

o f f i c i a l  SARA channels (except those cmps gmnn individually on 

each member's houseplot and privately-owned animals, a certain 

number of which are  granted f ree  grazing r ights  on co-op property). .I 

The settlement committee divides work responsibili t ies among 

members. Some are appointed as  f i e l d  work overseers, for  example, 

but contrary to  the old system of supervision by a f i e l d  foreman, 

a l l  are expected to  do physical labor. A t  the end of the year the 

asentamiento is supposed t o  market i ts  produce as a cooperative 

venture . 
During the year, campesinos are advanced a lump sun each month. 

I f  they have a special s k i l l ,  a bonus i s  added to this basic amount. 

Hale family members of working age usually work under the same 

arrangement (in some cases, however, they are paid wages as  hired 

laborers and sometimes hired workers arm' t family members), and 

a t  the end of the year the farm's net income is divided by a 

70n son. asentamientos where houseplots on the old fundo were 
exceptionally small, o r  where there has been pressure for  individual 
ownership, additional private acreages have been allocated. 



pre-agreed-upon formula. Family allowance payments tha t  used to  be 

paid through the government soc ia l  securi ty  program a re  also sub- 

tracted as an operating cost. These payments are  available through 

the government to hired workers, but asentados a re  considered se l f -  

employed. The usual case is  tha t  CORA takes from 10 to  20 percent 

of the ne t  fann income for  administrative expenses and leaves 80 to 

90 percent t o  be divided among campesims according to days worked. 

Of course, the l iving expense advances are subtracted from the 

canpesino portion before it i s  divided up. 

#eyer reports that  a small number of SARA'S have chosen to  

assfgn a portion o r  a l l  of the farmland t o  a subgroup of operators 

o r  to  individuals: 

In the former case.a group of asentados rents a par t icular  
f i e l d  o r  f i e l d s  and farms it jointly, s p l i t t i n g  the prof i t s  
according to some pre-arranged formula. In the l a t t e r  
case, individual asentado families assume responsibil i ty 
fo r  a t r a c t  of land. The ren ta l  fee s e t  by SARA tends t o  
be a portion, usually 10 percent, of gross production pay- 
able to C O R A . ~  

But t h i s  system has i ts special  problems: "Since the i r  land 

ren ta l  i s  a per cent of gross output, [asentados] often report  a 

lower-than-ac tual t o t a l  production. n9 

Under the asentamiento system, productive inputs f o r  the 

agreed-upon farm plan are  supplied by CORA. A team of mobile 

8 ~ e e  Richard I. Meyer, Debt Repayment Capacity of the Chilean 
Agrarian Reform Beneficiaries, Ph.D. thesis,  Cornell University, 
Januarg, 1970, p. 61. 

91bid., - p. 65. In Santiago province, where an asentamiento 
might have consisted of par t  cornunitary and pa r t  rented property, 
ren ta l  was determined by taking 10 percent of the average production 
on the common land, thus circumventing the under-reporting problem. 



supervisors --of ten two production and marketing extensionis ts and 

one concerned with social  development--usually v i s i t  each asenta- 

miento weekly. Jus t  over the "mobile teamvv in responsibili ty i s  

the area chief; his  administrative superior i s  the zonal director 

(there are now f i f teen  zones in the country--see Chart 1 ) .  CORA 

also supervises some investment projects; for  instance, it i s  

bringing i n  nursery stock for  orchards and helping peasants to  

buy dairy ca t t le .  

The asentamiento is an intermediate s tep i n  reform which w i l l  

l a s t  f o r  three to  f ive pars,'' a f t e r  which time the s e t t l e r s  decide 

whether the asentamiento w i l l  be divided in to  individual farms o r  

whether the former work pattern w i l l  continue. Judging from early 

experience (o rib. a few SARA s have completed the i r  asentamiento 

phase), an intermediate alternative may become quite general: 

commonland farming may continue on part  of the old asentamiento 

while plots  are  given out on the remainder. I n  th i s  case a "co- 

operative t i t l e v 1  w i l l  be given on part  and an individual t i t l e  on 

the remainder. 

The main objectives of the asentamiento are to t ra in  the 

campesinos in farm management and marketing, to maintain f u l l  

production during the f i r s t  crucial years a f t e r  expropriation, 

and to encourage the asentados to re ta in  a cooperative type of 

operation once the land is  distributed to them--or, a t  the very 

leas t ,  to  fos ter  a " s p i r i t  of c~opera t iv ism.~ 

''This i s  one distinguishing characteristic of the Chilean 
asentamiento when compared to  the Venezuelan asentamiento. In 
Venezuela a l l  agrarian r e f o w  settlements are  called asenta- 
mientos --they are not temporary arrangements. 
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CHART I 

Zonal off ices  of CORA (TOP number re fe r s  t o  t h e  zone; 
t h e  middle one t o  t h e  number of asentamientos and t h e  
bottom t o  t h e  nuraber of benef ic iar ies  i n  t h e  zone). 
Zone X is  undefined a t  present. 



The asentamiento period also serves t o  t e s t  the capacity of 

the asentados. They are  graded each year by a committee of three 

of the i r  colleagues and one C O U  of f ic ia l ,  each with equal vote. 

Once the proving period has elapsed, only those who meet certain 

requirements w i l l  be e l ig ib le  t o  receive land t i t l e s  t o  the property. 

In practice it is d i f f i cu l t  (but not impossible) to  drop asentados, 

whatever the charges against them. 

A t  the end of the asentamiento period actas de asig;nacibn-- 

cer t i f ica tes  of e l i g i b i l i t y  fo r  land--are given to  each asentado. 

A s  soon as  possible, t i t l e s  and mortgages are delivered. The f i r s t  

actas were distributed i n  November 1968. A s  of September 20, 1969, 

t i t l e s  had been granted to  1,621 families on twenty-four asenta- 

Beneficiaries are  expected t o  pay off t he i r  land debt within 

t h i r t y  years a f t e r  t h i s  assignment. Payments are based on tax 

assessed value of the land the year of assignment, CORArs  infra-  

s t ructure investment, and a 2 percent fee  t o  CORA. It has been 

shown t h a t  debt installments a re  adjusted i n  such a way tha t  the 

deflated value of t o t a l  installments w i l l  be samewhat l e s s  than 

the or iginal  debt even i f  a f a i r l y  conservative 20 percent inf la t ion  

r a t e  i s  assumed.'' A three-year grace period on these payments w i l l  

be offered (but a downpayment of half an annual installment w i l l  

'%IeFr, ope c r . ,  pp. 75-79. Installments are readjusted to 
only 70 percent of t e r i s e  in consumerrs price index. No in t e res t  
i s  charged on the first three installments, but i n  the seventh year 
(the f i r s t  three years consti tute the grace period) it is charged 
a t  18 percent and r i s e s  by 3 percent per year thereafter.  Interest  
is charged on the base installment plus half of the adjustment for  
inf lat ion.  



presumably be required immediately) during which t ine  the livestock 

and machinery ( p l w  a 2 percent CORA fee) a re  to  be paid off ;  these 

l a t t e r  payments may be extended over a five-year period. Payments 

that  s e t t l e r s  make while they are  asentados wi .11  lessen the i r  l a t e r  

debt burden.12 Regardless of the post-asentamiento type of tenure 

decided upon, a cooperative to purchase inputs and s e l l  produce 

w i l l  continue. 

Campesino Unions 

Perhaps be t te r  than i n  the agrarian reform program per se, 

the expanding power of ru ra l  groups in Chile i s  i l l u s t r a t ed  in the 

spread of unionization and organization in Chile1 s countryside. 

The unionization law of 1967 (16,627) may prove to be the most 

important face t  of the present government's rura l  development pro- 

gram* &en i f  a new government t r i e s  to  reverse gears on reform-- 

or  even t r i e s  t o  slow the program appreciably--pressure from ru ra l  

unions may make it impossible t o  do so. 

Before the Christian Democrats came to  power, i t  was v i r tua l ly  

impossible t o  unionize peasants. In 1964 there were only 24 weak 

and docile mions with 1,658 members. ear ly 1969 there were over 

3,500 union organizations involved in bargaining ( to  a greater or  

lesser  degree) with landlords a t  the fundo level.  They united, 

according to government figures, more than 190,000 farm workers. 

In 1960-64 there were only 97 s t r ikes  of agricultural  workers. In 

121bid. But the r e s u l t  could be paradoxical. There seem to 
be some m t - i n  pressures for waiting as long as possible t o  pay. 
High ra tes  of inf lat ion w i l l  progressively l ighten the debt burden. 
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1965 there were 141, and in 1966 there were 586, indicating that 

the government was allowing action tha t  was, by the s t r i c t  l e t t e r  

of the law, i l l ega l .  After Law 16,627 passed in  1967, there were 

693 str ikes,  and in 1968 there were 618. 

Another 500 unions--again according t o  government count--were 

comprised of small landholders, many of them organized by INDAP 

(The Ins t i tu te  of Agrarian Developnent), which has also organized 

carnpesino cooperatives made up of small holders f o r  the purpose of 

purchasing inputs and sel l ing produce. INDAP i s  the government 

agency charged with apportioning credi t  to small holders who are 

not beneficiaries of land under CORA programs. INDAP credi t  is 

given through cooperatives which serve as guarantors fo r  the credi t  

disbursed to individual borrowers. 

The Macro-Economy and Its Relation to Reform 

A. The Amicultural Economv of Chile 

However determined the ef for t ,  when judged by the t o t a l  number 

employed in agriculture, the agrarian reform program in Chile cannot 

be considered very extensive t o  date. And it must be regarded as a 

long run investment. To look fo r  short term ef fec ts  of re fom in 

the macro-economy by examining such indicators as production, em- 

ployment, and income distribution is a premature exercise. Hence, 

most of t h i s  report w i l l  deal with the economic effects  a t  the 

micro level--and even these w i l l  have to be highly qualified since 

the time period from the inception of reform to  the present is  

short. While the government ut i l ized the law passed by the 



previous administration t o  s e t t l e  6,000 families, legis lat ion under 

which agrarian reform now operates in Chile was not passed un t i l  

Besides the impossibility of assessing the importance of 

agrarian reform i n  Chile on t o t a l  agricultural  production because 

the program is  too small and the time horizon too short ,  a great 

many other factors  have been operating a t  the same time t o  inf lu-  

ence agriculture. It w i l l  be worthwhile t o  enumerate a few of 

them since some undoubtedly had positive effects  on agricul tural  

production and employment while others affected economic performance 

adversely: 

1. Chile is only now pulling out of one of its worst two- 

year droughts in history. The 1968 drought was considered 

the worst in 100 years, and 1967 wasn't much better.'' Most 

t race the decline of agricul tural  production in the Central 

provinces--where without water the land becomes a v i r tua l  

desert and with it i s  one of the most agricul tural ly  r i ch  

pieces of rea l  es ta te  i n  the world--to shortages of water. 

Indications are  tha t  the return t o  near nonnal r a i n f a l l  

conditions in the Central Valley i n  1969--at l eas t  from 

13F'r0~ the beginning of i t s  term through July 31, 1967, the 
government eqropr ia ted  479 farms and organized 156 asentamientos . 
Payment fo r  property during th i s  period had t o  be negotiated with 
owners, some of whom f e a r e d l e s s  favorable terms were they t o  await 
passage of the law. This applied with special  force to those who 
held notoriously badly exploited or  abandoned property. 

'%n Central Chile precipitation f a l l s  i n  the winter months, 
and melting snows i n  the Andes flow down to provide i r r iga t ion  water 
fo r  the valleys during the growing season. Hence, the winter drought 
i n  1968 affected the harvest in 1969. 
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Santiago southward--will boost production substantially f o r  

the harvest which began in January 1970. 

2. Chilean wheat production in 1970 w i l l  l i ke ly  be influ- 

enced fo r  the bet ter  by the favorable forward price which 

was announced during the planting season, and it was 

promised t h a t  t h i s  figure would be adjusted upward with 

inflation. 

3. Chile s agricultural planning off ice (ODEPA) has com- 

pleted an agricultural development plan tha t  covers the next 

decade. In addition t o  spelling out  the need for  continued 

agrarian reform, it c a l l s  fo r  an increase in truck crops, 

orchards, and vineyards; a doubling of improved pastures, 

more i r r iga t ion  f a c i l i t i e s ,  and doubling the ca t t l e  and 

sheep population. 

The government claims a 4.6 percent annual growth ra t e  in its 

agricultural sector during the F'rei presidency. This compares with 

a 1.8 percent ra te  of growth in the years immediately preceding 

1965. These figures a re  open to much dispute. In 1969, r i ce  was 

only 39 percent and corn 41 percent of 1968 production. Slightly 

less  wheat was harvested in 1969 than i n  1968. Furthermore, yields 

per hectare of major crops tha t  Chile grows do not show a clear  up- 

ward trend of l a t e  (Table 2) .  Besides, Chile had a negative trade 

balance fo r  agricultural products amounting t o  $96 million in 1967 

and $141 million in 1968; the figure for  the 1969 drought harvest 

w i l l  l i ke ly  be higher. The countiy s t i l l  imports many products-- 



TABLE 2. YIELB OF VARIOUS CROPS: CHILE 

Product 

Wheat 

Oats 

Barley 

Rye 

Rice 

Corn 

Beans 

Lentils 

Peas 

Chick Peas 

Potatoes 

Sugar Beets 

Sunflowers 

Rape seed 

Onions 

Garlic 

Quintales Per Hectare 
64/65 65/66 66/67 67/68 - 
15 *4 17.3 16.7 17.4 

.K n.a. 16.2 16.8 15.0 

19.3 22.8 23.3 21.9 

11.9 16.1 13.0 11.4 

29.1 20.8 30.2 28.8 

30.8 35 -4 39.3 36.2 

10.1 10.6 13.1 10.9 

3.9 4 a 4 5.8 5 -1 

7 -7 13.0 10.5 6.8 

6.0 4.9 8.6 4.7 

77.2 105.3 92.6 90.6 

379.7 n.a. n.a. 378.7 

Ik.1 13 -3 14.8 14.9 

12.5 1 2  .5 13 -5 12.8 

n.a. n.a. 260.0 325.0 

n.a. 49.2 50.0 n.a. 

Computed from Government of Chile s t a t i s t i c a l  sources. * n.a. = not available. 

some economists put the figure a t  60 percent of the total--uhich 

could be grown domestically. 

One problem with a reform of t h i s  nature is  tha t  it may cause 

a cer tain amount of disinvestment and malaise in the large-farm 



sector which, admittedly, contains some well-worked properties. 

The extent t o  which this may be happening is, a s  yet,  m h o m .  

But as mentioned previously, legis lat ion does provide .that best 

worked farms can keep largest  reserves and thatpayment for  what 

land is expropriated w i l l  be on f a i r l y  good tenns; t h i s  pressure 

w i l l  cer ta inly have a pa l l ia t ive  effect .  Preliminary resul ts  of a 

recent f i e l d  study of a sample of 43 privately operated fundos i n  

Santiago Province show tha t  investments per hectare i n  every 

category (in r e a l  terms) rose in 1968/69 when data are  canpared 

with the same fanns i n  1963/64. 15 

B. Recent Developments i n  Other Economic Sectors 

If it is d i f f i c u l t  t o  assess ' the  impact agrarian reform to  

date has had on agriculture, it i s  likewise impossible t o  determine 

what e f f ec t  it has had on the whole economy. But the progress of 

reform w i l l  depend, t o  some extent, on how well the economy per- 

forms, and the expansion of the Chilean economy was l e s s  a t  the 

close of the decade than in e i ther  1965 or  1966. I n  1966 per 

capita growth of GNP i n  real t a m s  was 6.5 percent.16 The Chilean 

economy did not grow i n  tern of GNP per capi ta  in 1967 and 1968 

and, when o f f i c i a l  figures a re  out, the 1969 s i tuat ion is  not 

l i k e l y  to  show much, i f  any, improvement. 

''personal correspondence with Wayne Ringlien, Ph .D . candidate, 
University of Maryland, February 19, 1970. Ringlien compares data 
he gathered with that  secured in the ear ly  period by the Ministerio 
de Agricultura y Pesca. 

16~11 these figures are subject t o  the usual doubts and 
reservations economists express on the accuracy and appmpriate- 
ness of data on national income accounts. 



Industry, which generally shows the most buoyant growth as  an 

economy expands, has shown enormous fluctuation of la te .  Industr ial  

production increased 6.4 percent in 1965 and 8.6 percent in 1966, 

but it rose only 2.8 percent in 1967 and 2.0 percent in 1968. Some 

early and provisional data for  1969 show a decline of 1.1 percent 

for  the f i r s t  half of 1969 compared with the f i r s t  half of 1968. 

As Fkei assumed office,  there was a great deal of i d l e  capacity in 

industry: manufacturing output could be expanded ui thout set t ing 

off as much inf lat ion as  Chile had experienced under Jorge 

Alessandri, the former president. But the economy fa i led  to  gener- 

a t e  new capacity by the middle of F r e i l s  tern, so industr ial  pro- 

duction slowed and, as a pa r t i a l  resul t  (but only par t ly  fo r  this 

reason), inf lat ion boomed again. 17 

Because of the high price of copper on the world market, 

Chile's foreign exchange earnings continue high. They are l ike ly  

t o  increase even more in 1970 as a resul t  of the agreement between 

Chile and the Anaconda Cooper Company, but the precarious nature 

of this dependency on the world price of copper should be obvious. 

Ekports rose from U.S. $783 million in 1965 to U.S. $lob2 million 

in 1968. But imports rose to U.S. $1040 million in 1968. A 

balance of payments surplus rest ing on a very high copper price 

could eas i ly  become a defici t .  

170fficially,  inf lat ion was 17 percent in 1966 and about 40 
percent in 1969. Both of these figures probably understate the 
true rise in the cost o f  l iving since many government-controlled 
items are included i n  the index. 



C. Population and Rnployment 

While high, the r a t e  of population growth i n  Chile i s  well 

under the Latin American 1963-67 annual average of 2.9 percent. 

And it dropped from about 2.3 percent in 1961 to  s l ight ly  under 

2 percent in 1967. The t o t a l  population of the country was e s t i -  

mated a t  about 9.4 million on July 1, 1969, and is  expected to  

increase to between 12.5 and 15.6 million by 1991. The potential 

work force (the population aged 15 to 64 years) w i l l  l i ke ly  increase 

a t  a s l ight ly  f a s t e r  r a t e  than the ent i re  population, reaching be- 

tween 8.5 and 9 million i n  1991. 18 

This i s  disturbing because one of the most important problems 

currently confronting the Chilean society is unemplogrnent and under- 

employment. Official  data shaied tha t  the unemployment r a t e  rose 

to  7.1 percent in greater Santiago by June 1969, compared with 5.9 

percent a year earlier,19 and these data grossly understate the 

true dimensions of the issue. The UN has suggested tha t  i f  a l l  

underemployment were converted t o  unemployment equivalents in 

Latin America, the r a t e  might be as  high as 25 percent of the 

work force. Because i t s  economy is so sluggish, this estimate 

i s  not a t  a l l  unrealistic for  Chile. 

Almost 70 percent of the to ta l  population increase of Chile's 

major c i t i e s  (Santiago, Valparaiso, ~oncepci6n) i s  currently accounted 

18Steve We Rawlings , Population of Chile r Estimates and 
Projections, 1961-1991, Bureau of the Census, U.S. Department of 
Colmnerce, Series P-96, No. 1, December 1969. 

19~ank  of London and South America Review 3 (September 1969), 
p. 590. This information is usually compiled by the Ins t i tn to  de 
 cono om fa, Thiversidad de Chile, Santiago. 



for  by natural increase and 30 percent by migration.20 The step- 

wise nature of migration patterns (from rura l  areas to  towns t o  

c i t i e s )  21 i n  Chile probably indicates a higher unemployment s t r a i n  

is being placed on towns than on c i t i e s  by rural-urban migration. 

The unemployment problem in the three largest  c i t i e s  seems mostly 

due to the high b i r th  and low death ra tes  there. But th is  is some- 

what of a moot point and s t i l l  does not make the unemployment 

problem due to migration a negligible one in metropolitan complexes. 

I n  addition to production targets,  then, any economic pmgram 

of the government must have employment objectives. Off-farm migra- 

tion i s  continuing to  such an extent tha t  the active labor force in 

Chilean agriculture i s  ei ther  remaining constant or  dropping 

slightly--at the very l e a s t  the natural increase i s  being siphoned 

off.  Until the urban economy is functioning a t  a much higher level, 

th is  implies that underemployment and unemployment are  being trans- 

ferred from farms to  c i t i e s  and towns. 

D. Redistribution of Income and Resources 

There are conflicting reports on how much actual redistribu- 

t ion  toward poor sectors there has been during the current adminis- 

t rat ion.  There was a notable r i s e  in the minimum wage a f t e r  Frei 

2 0 ~ .  E. Arriapa, llComponents of City Growth in Selected Latin 
American Countries ,;i Milbank Memorial ~und Quarterly 46 ( ~ ~ r i l  1968), 
pp. 2b-253. See also John R .  Weeks, llUrban and Rural Natural 
Increase i n  Chile,ll Milbank Hernorial Fund Quarterly 48 (January 
1970), and United Nations, Population and V i t a l .  S t a t i s t i c s  Report, 
data available as  of July 1, 1968, S t a t i s t i c a l  Papers, Series A ,  
Vol. 20, No. 3. 

21~he step-wise nature of migration is documented in B. H. 
Herrick, Urban Migration and Economic Development in Chile (cam- 
bridge, Mass.: The MIT Press, 1965). 



assumed power, and i n  1969 he claimed that  r e a l  income f o r  white 

col lar  and blue col lar  workers rose 54 percent during h is  adminis- 

tration.22 Ringlien reports tha t  in his sample of private f undos, 

when 1963/64 and 1968/69 are cormpared, farm workers1 real wages 

nearly doubled when a value is imputed for  in-kind payments. 23 

AID figures (Table 3) show that  the minimum wage dropped slowly 

between 1966 and 1969, demonstrating how quickly gains can be 

turned into losses as inf lat ion erodes them. 

Nominal Realb - 
(~scudos ) (Escudos) 

Source: A I D  Memorandum, November 28, 1969, Santiago, Chile, 
p. 9. The escudo i n  1969 averaged about U.S. 
$0.13. 

a Since 1965 agricultural and industr ial  minimum wages 
f o r  workers were fixed a t  the same level .  

b ~ e f  la ted by General Price Index 1965 = 100. For 1969 
i t  i s  assumed G.P.I. w i l l  increase by same percent as  f o r  
1968. 

2 2 ~ r e s i d e n t  Eduardo Frei  , llFif th  Armual Message to Congress, 
May 21,  1969, Santiago. 

Phiriglien, correspondence. 
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The reform t o  date has not changed the basic structure of 

Chilean agriculture where, as  revealed by the l a s t  census--in 1965-- 

13,478 farms (5.3 percent of the to ta l )  of 200 hectares or more 

constituted nearly 87 percent of the country's farmland. A s  of 

January 30, 1970, a f t e r  1,140 properties had been expropriated, 

approximately 5.0 percent of the properties s t i l l  comprised 76.7 

percent of the land area. (This observation does not, of course, 

consider the l ike ly  possibi l i ty  that there has been some private  

subdivision of land in the 1965-69 period.) The other end of the 

spectrum, of course, was unchanged by reform; i n  1965, 123,693 

farms of under 5 hectares, or L9 percent of the t o t a l  number of 

farms, occupied 0.7 percent of the land. And 45,233 farms of l e s s  

than one hectare or 17.8 percent of the t o t a l  number, held 0.1 per- 

cent of the land (Table 4). 

Another indicator of redistribution might be found by 

examining the amount of agriculture credi t  going to agrarian reform 

beneficiaries or small-plot agricul tur is ts  over the past years. 

This means looking closely a t  disbursals of CORA and INDAP as 

opposed t o  those of Banco del Estado and CORFO, both of which 

direct  the bulk of agricultural loans to large farms. 

Agricultural credit  trebled between 1964 and 1968 (see Tables 

5 and 6); likewise, the number of farmers receiving loans increased 

three times. Banco del Estado credi t  disbursals were up 300 per- 

cent while CORFO credit  rose slightly.  Meanwhile, INDAP credit  

more than trebled, and CORA disbursals rose by more than 60 times 

from an exceedingly low level. 



TABLE 4. CHANGE IN SIZE OF FARMS CONSIDERING ONLY AGRARIAN REFORM AND NOT ALLOWING FOR 
PRIVATE SECTOR SUBDIVISION, 1965 - JAN. 30, 1970 

Farm Size  
Groups 

Less than 
1 hectare 

1-4.9 
hectares 

5-49 9 
hectares 

50-99 9 
hectares 

100-199.9 
hectares 

200 and 
more 
hectares 

Ref omed 
Sec toH  

Number of N u m b e r  of % of Total  % of Total N u m b e r  of 
Properties Properties Properties Properties Hectares 

19659 Jan.30, '70 1965 Jan.30, '70 1965 

Average 
Average Nunber 

Number of % of Total % of Total Nunber Hectares/ 
Hectares Hectares Hectares Hectares/ Property 

Jan.30, '70 1965 Jan.30, '70 property'6S Jan.30, '70 

TOTALS 253 532 2539532 100.0 100.0 30,641ry130.7 30,6U,130.7 100.0 100.0 

i t  
1965 Agricultural  Census 

Note: This t ab l e  has been constructed by subtracting a l l  properties taken over by CORA, 1965 t o  December 1969, 
from each s i z e  category in the 1965 census. 



TABLE 5. NUMBER OF FARIERS RECEIVING LX)ANS 
BY INSTITUTIONy 1964-1968 

Ins t i tu t ion  1964 - 1965 - - - 1967 1966 1968 - 
CORA 465 1,089 4 y 980 8,347 23 9 000 

INDAP 20,360 49 y 340 52 yWc6 45 Y 475 78,000 

Banco del Estado 31,217 38,344 48,866 SSYOOO 47 , 000 

CORFO 39918 2,842 3 9 619 2,841 4 9  330 

Total 55,950 919 815 109 , 911 111,663 152,230 

AVERAGE SIZE OF LOAN BY INSTITUTION 
1964-1968 in 1965 ESCUM)S 

CORA 5 y 161 3 Y 398 6,927 1OY015 6,457 

INDAp 702 582 606 811 699 

Eh-nco del  Estado 7,275 9 Y 049 12,655 12,636 14 Y 543 

Total 
Average 5,079 4,678 7,034 8 , 019 6,229 

Computed from A I D  sources. 



TABLE 6. AGRICULTURAL CREDIT EXTENDED BY INSTITUTION, 1964-1 968 
IN MILLIONS OF 1966 ESCUDOS 

Ins t i t u t i on  1964 - 7 1965 1966 - 1967 - 1968 - 
CORA 2.4 3.7 34-5 83.6 a 8 . 5  

INDAP 14.3 28.7 31.8 36.9 54.5 

Banco de l  Estado 227.1 347 .0 618.9 695.0 683.5 

CORFO 40 -4 50.1 88. 0 80.0 61.8 

Total 284.2 429.5 773.2 895.5 948.3 

PER CENT OF TOTAL AGRICULTURAL CREDIT CONTRIBUTED 
BY INSTITUTION, 1964-1968 

CORA 0; 8 0.9 4.5 9 04 15.7 

INDAP 5.0 6.7 4.1 4.1 5.7 

Banco de l  Estado 79.9 80.8 80.0 77.6 72.1 

Total 100.0 100.0 100.0 100.0 100.0 

Computed from A I D  sources. 



It is  a l so  revealing, however, t h a t  72.1 percent of a l l  

i n s t i t u t i o n a l  agr icu l tu ra l  c r ed i t  in Chile i s  still granted by the  

Banco de l  Estado ( a s  compared t o  79.9 percent in 1964). The CORA 

share rose from 0.8 percent i n  1964 t o  15.7 percent i n  1968 while 

the CORFO share dropped from 14.3 percent t o  6.5 percent. Average 

loan s i z e  t o  Banco de l  Estado recipients  doubled while average loan 

s i ze  to  INDAP receivers remained a t  a ra ther  stable level .  

A l l  of this seems t o  indicate t h a t  the government i s  t e n d b g  

t o  favor agr icu l tu ra l  development programs and t h a t  the major par t  

of a l l  c r e d i t  i s  s t i l l  going into the  large farm sector.  But 

va s t l y  more low income farmers than i n  1964 a r e  now benef i t t ing 

from o f f i c i a l  credit.24 And t h i s  somewhat understates the  

i n s t i t u t i o n a l  c r ed i t  going to small farmers: asentamientos a r e  

increasingly being encouraged t o  turn t o  the Banco del  Estado f o r  

c red i t .  Also, CORA is favoring contract  farming t o  channel private- 

sector  funds t o  asentamientos . 
Regardless of reservations and qual i f icat ions ,  f o r  the f i r s t  

time in h is to ry  one can now a t  l e a s t  begin t o  question the  v a l i d i t y  

of McEiride's c lass ic  1936 statement, "In so f a r  a s  a middle c lass  

has ex is ted  a t  a l l ,  it has exis ted only i n  the c i t i e s .  I n  r u r a l  

l i f e  i t  must be master o r  man. There has been no a l te rna t ive .  ,125 

But reform is  a d i f f i c u l t  process i n  the  Chilean context. One 

author expresses it: 

2 4 ~ t  has been shorn t ha t  CORA was al located 2 percent of the  
nat ional  budget from 196h-1968; t h i s  compares with 7.5 percent f o r  
the government's housing program and 10 percent f o r  defense. 

~ c i d e  op. c i t . ,  p. 183. 



Those groups tha t  wish to oppose change are  strong and well 
entrenched. . . . Moreover, it is perhaps misleading always 
to speak of the Christian Democrats as a reformist party: 
while reform elements cer tainly predaminate numerically and 
of ten control the party, President Frei s ministerial  
choices have given plenty of power and opportunity to those 
supporters who come from and f e e l  more comfortable with the 
r igh t  wing of the Chilean p o l i t i c a l  ~pectrum. 

Nor, of course, do the Christian Democrats enjoy a 
monopoly of reformist sentiment. They won the elections 
of 1964 and 1965 only because of the support of the right.  
It is very d i f f i c u l t  t o  wield a reform coalit ion i n  a 
country l ike  Chile; those groups who want reform often 
tend t o  want p a r t i a l  reform in the i r  own in t e res t  these 
in te res ts  may clash with those of another group. 28; 

Yet t h i s  author goes on t o  claim, "It remains problematic 

whether a turn t o  the r ight  could reverse the changes i n  Chile. 

Many peasants and small landowners have much to be grateful for.... n27 

Some social  s c i en t i s t s  are inclined to  write off any accomp- 

lishments of reform. One has recently claimed tha t  both i n  the past 

and in the present "inequality has been a basic feature of the 

Chilean society .... The cost of industrialization and soc ia l  welfare 

has been borne largely by the lower classes." 28 

This judgment seems premature and overly pessimistic. None- 

theless,  any program which involves redistribution of opportunities 

and resources must be examined as it evolves on the basis of the 

contributions it makes t o  development. One expl ic i t  purpose of 

President F r e i t s  ru ra l  development program is t o  give campesinos 

L u ~ l a n  Angell, nChristian Democracy in Chile,n Current History 
(February, 1970), p. 84. See also Angell a r t i c l e ,  It Chile: the 
~ i f f i c u l t i e s  of Democratic Reform," ~n te rna t iona l  ,Journal (~ununer 
1969). 

28~ames Petras, Pol i t ics  and Social Forces i n  Chilean Develop- 
ment - (~erke ley:  University of California Press, 1969). 



the claim on resources they need to be productively employed while 

encouraging them t o  invest and increase the i r  productivity. Where 

there are id le  land resources--as there are  i n  a country l ike  Chile-- 

they must be made to contribute to  overall depelopment, defined 

broadly t o  include increased employment, more production, and a 

bet ter  distribution of income. 

Using these dimensions of development, the effects  of the 

reform in Chile to date on the macro economy havenot been s igni f i -  

cant. But  micro studies of reform a t  the asentamiento level  may 

give clues as  to  i ts  future probable impact and to possible problems 

and bottlenecks as the reform becomes more widespread. Only by 

constant study, evaluation and reappraisal can any program--es- 

pecially one as complex a s  agrarian reform--& improved so tha t  it 

serves the long run in teres ts  of a country. 

Micro Studies of the Frei Reform 

Meyer has studied s i x  asentamientos i n  the Central Zone tha t  

had been in operation fo r  a t  l eas t  two f u l l  crop He picked 

them to represent as  wide a range of resource endowment and prof i t -  

a b i l i t y  as possible and found that  net farm returns (gross fann 

returns minus cash operating expenses) and returns to  capi tal  and 

management (net farm returns minus labor payments and fixed costs) 

increased on a l l  but one in 1967/68, the second year of operation, 

when compared to  the f i r s t .  I f  debt installments would have been 

charged in 1966/67, three asentamientos could have paid both land 

'%ePr, op. c i t .  
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and working capi tal  payments without reducing consumption. A fourth 

could have paid half of its land installment; the two others could 

have paid neither. In 1967/68 f ive of s i x  could have paid the land 

debt installment, but two of these five could not completely have 

paid the working capi ta l  assessment. 30 

To determine how t h i s  performance could be improved, Meyer 

paired each asentamiento with a nearby well-managed privately 

operated fundo of f a i r l y  similar physical resources but, unlike the 

newly-founded asentamientos, with a f a i r l y  long his tory of good 

management. From coefficients calculated with these data, he pre- 

pared enterprise budgets and used l inear  programming techniques to  

show that  output and efficiency of resource use could be bettered. 

The private farms he analyzed use more f e r t i l i z e r  but have lower 

machinery costs and use l e s s  labor per hectare. Assuming improved 

management and an optimum output mix ( that  is, selecting an optimum 

combination of enterprises using budgeted input-output coefficients 

to determine maximum farm income), he showed that net  farm income 

could be increased on a l l  s i x  asentamientos such tha t  the poorest 

asentamiento could almost pay the land installment. But maximizing 

net income with an optimum enterprise combination required a decline 

of 70 o r  80 percent of current labor use. When this labor i s  re-  

tained, net farm income declines, but f ive  of the s i x  could s t i l l  

pay debt installments . 

3 0 ~ e e  pages 11-12 f o r  detai ls  on land payments and working 
capi tal  assessments . 



I f  capi tal  investment in profitable labor intensive enter- 

pr ises  i s  planned f o r  each asentamiento, the poorest property 

could not pay debt installments and re ta in  the present labor force, 

but ' three of them could increase farm employment while two could 

earn suff ic ient  income to  maintain present labor and pay a l l  debts. 

I f  t h i s  l a t t e r  a l ternat ive were selected, area devoted t o  forages, 

beef ca t t l e ,  poultry, sheep, f r u i t ,  and nuts would increase while 

that  currently devoted to cereals, fallow land, and natural pasture 

would decline. Meyer's analysis indicates tha t  in t h i s  case oper- 

ating capi ta l  requirements would r i s e  by 13 to  25 percent (primarily 

in the form of such items as nursery stock and livestock and not 

machinery). Gross value of production would increase by more than 

25 percent over current levels.  

A CORA study of 95 percent of a l l  1966-67 asentamientos shows. 

that  most asentados made incomes between two and ten times the 

salar io agrf cola (the government-set minimum wage for  an agricultural  

worker in Chile; see Table 7 ) .  

TAJ3U 7. EARNINGS OF ASENTADOS, 1966-67 

Percent of 
Asentados 

0.69 

13  m48 

N u m b e r  of Times 
the Salario ~ g r f c o l a  

Earned 

Negative Income 

Source: CORA 



An FA0 sample study i n  1966/67 showed tha t  the average income 

per asentado is between 2.8 and 4.6 times tha t  of the agricultural 

m i n i m u m  wage .31 A s  a group, those who previously had administrative 

positions on the fundo do poorer a f t e r  than before the reform. 

Apparently, within the beneficiary group, the e f fec t  of reform on 

distribution of income is t o  s h i f t  down former high-income receivers 

and move those who formerly received lowest incomes on the fundo 

toward some higher position. 3 2 

A CORA census of 226 settlements in 1967-68 showed yields of 

the major crops grown ( in  terms of yield per acre) to be somewhat 

above the national averages despite the drought conditions  able 8). 

TA- 8. YIELDS OF FOUR CROPS 
ON 226 ASEXTAMIENTOS 1967-68 

- - - - -- - - - -- - - - - - - - -- - - - - - - 

Chile : Average 226 Asentamientos: Difference 
Yield i n  Quintals Average Yield in i n  Favor of the 

Per ~ e c t a r e ~  Quintals Per Hectare Asentamientos 

Wheat 17.L 21.2 +3.8 

Corn 36.2 37.8 +1.6 

Barley 21.9 

Potatoes 90.6 

From: F. Rroughton, Chile: Land Reform and Agricultural Development, 
Thesis, University of Liverpool, 1970, p. 220. 

%om Table 2. 

b ~ O R A  

3 % ? ~ ~ / ~ ~ ~ ~ ~ ,  hraluaci6n Preliminar de 10s Asentamientos de l a  
Reforma Agraria de Chile (Santiago: 1967). 

3 2 ~ l s o  shown i n  Rogelio Inbale, flAsentamientos de Choapa: 
Cambios en l a  tenencia de l a  Tierra y en 10s Ingresos de 10s Campe~inos,~~ 
Economia ( ~ o u r n a l  of the Faculty of Economic Sciences), No. 39 (1967). 
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J o l l y  surveyed sixteen asentamientos i n  1966-67, the harvest 

year before the passage of Law 1 6 , 6 4 0 . ~ ~  He found t h a t  when oper- 

a t ing costs ,  s e t t l e r s t  advances, a 10  percent i n t e r e s t  on cap i ta l  

and c red i t ,  and an imputed value fo r  a land amortization were 

subtracted from t o t a l  gross income on a l l  the asentamientos taken 

as a group, the r e s u l t  was s l i g h t l y  negative. This, he claims, is 

not too unsat isfactory considering t h a t  most of these asentamientos 

were i n  t h e i r  f i r s t  year of operation. However, the i n t e r e s t  r a t e  

he charged was negative (considering i n f l a t i on ) ,  and he allowed 

only a minimum amount f o r  cash advances, a f igure  t ha t  may grow a s  

s e t t l e r s  acquire bargaining power. A s  one might suspect, these 

gross f igures  conceal a great  deal  of va r i ab i l i t y  between asenta- 

mientos. Nine settlements produced a surplus a f t e r  a l l  above 

subtractions were made while seven could not have covered them. 

Four of these seven showed negative incomes even before land 

amortization was subtracted. 

I n  order t o  determine whether progress was being made over a 

two-year period, f i v e  settlements were chosen from the sample be- 

cause they displayed overal l  charac te r i s t i cs  of the  sixteen and were 

in  operation the  previous year. This comparison showed t h a t  when 

the  second year was compared to  the f i r s t ,  there was: 

1. An increase i n  t o t a l  area devoted t o  crops (from 2.9 

hectares per s e t t l e r  t o  3.3 hectares per s e t t l e r ) .  

3 3 ~ r t h u r  L. Jo l ly ,  An Economic Ebaluation of the  Asentamientos 
of the Agrarian Reform, Institute de Capacitaci6n e Investigacidn en 
Reforma Agraria, preliminary version, April  1968. 
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2. A 25 percent increase in area directed to irr igated crops 

a t  the expense of grazing land and non-irrigated cropland. 

3. More planting of crops with a higher value per hectare 

( t o t a l  land in crops increased percent; l e s s  intensive 

crops increased by 9 percent compared to a 17 percent 

increase in more intensive crops). 

4. A r i s e  in r e a l  income from livestock although less  area 

was devoted t o  pasture. 

5.  An increase of gross income on four of the f ive 

asentamientos. 

6 .  An increase of labor use. 

7. A r i s e  of debt repayment capacity in only two settlements, 

indicating tha t  operating costs rose a t  a higher r a t e  than 

gross income on most asentamientos. 

8. A continuing wide range of economic performance between 

the best and poorest asentamiento. 

The study further concluded that  asentamientos with high oper- 

ating costs don't necessarily receive the l e a s t  ne t  income; the crucial 

factor is how the mix of inputs combines to  produce a high gross. 

Implications for  Policy 

The data i n  most of the above-cited studies show tha t  asenta- 

mientos exhibit a wide range of economic performance. This is hardly 

surprising: there are wide ranges in agricultural performance every- 

where in the world, from the mid-west family farm t o  the I s r a e l i  

Kibbutzim. Besides, each asentamiento begins i ts history with a 
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differing resource endowment. CORA and the campesinos must create 

viable, f lexible  It going concernstt in t h i s  pre -ownership period, and 

th i s  is  no easy job in any country. But the overall task i s  even 

more complex. Each new firm w i l l  attempt to ac t  in i t s  own se l f  

interest ,  and in some matters the sum of private in teres ts  may not 

be ent i re ly  congruent with the public interest .  For example, under 

existing arrangements asentamientos may not want to  provide employ- 

ment to  an extent that i s  social ly desirable. C O R A t s  policies--and 

those of other governmental agencies--must be designed to meet such 

national developental pr ior i t ies .  Whether a l l  of t h i s  can be done 

w i l l  depend on a t  l eas t  some of the following matters: 

1. The tendency toward use of more and more labor saving 

capi tal  equipment on asentamientos--as well as in the private 

sector of agriculture--must be closely examined i n  terms of 

the pressing employment problems which confront the economy. 

J o l l y  found tha t  ren ta l  of machinery (and some d ra f t  animals) 

made up 23.5 percent of t o t a l  operating costs of the asenta- 

mientos in his  sample. One-third of a $23 million A I D  sector 

loan signed October 23, 1967, went into importing capi tal  

equipment, and three-quarters of that  went to CORA. The 

projected expenditures on the 1969 sector loan likewise 

show capi tal  equipment as a prominent expenditure, making 

up about 36 percent of the $10 million. The government of 

Chile reports tha t  there has, in  pa r t i a l  consequence, been 

a 30 percent price drop for  t ractors  sold i n  Chile. 
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This has serious employment repercussions on an economy 

where industry is not able t o  absorb those who must leave 

agriculture. In the Central Valley, where double-cropping is 

not practiced, use of more capi ta l  equipment has l i t t l e  impact 

on increasing yields per hectare or  on gross agricul tural  

production. Meanwhile, improving i r r iga t ion  works, use of 

more f e r t i l i z e r ,  bet ter  management, and use of improved stock 

and seed could have a major impact. Jo l ly  found that  only 9 

percent of the operating expenses of the asentamientos he 

studied went in to  f e r t i l i z e r .  Ten percent of the 1969 loan 

i s  planned fo r  f e r t i l i z e r  imports for  CORA, a percentage 

very similar t o  the one in 1967. 

The number of workers tha t  can be and are  released from 

the private sector of agriculture seems to be growing as 

labor problems increase and machinery becomes cheaper. Their 

only recourse i s  to  t r y  t o  become asentados, work on asenta- 

mientos as hired labor, o r  migrate to  urban areas. Chile has 

no new front iers .  While the private cost of using capi ta l  

equipnent drops, the social  cost is r is ing as unemployment 

and underemployment problems become more acute. 

2 .  The number of asentados needs t o  be very carefully matched 

to the carrying capacity of a fann. This is  d i f f i cu l t  because 

ear ly i n  the process, when CORA has more prerogatives, CORA 

i t s e l f  may be unable to  rat ional ly calculate how many campe- 

sinos should be settled on a fundo; later (and sometimes even 

ear ly  i n  the process i f  campesinos are already organized), the 
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campesinos themselves a re  understandably re luctant  t o  take on 

new families as asentados: they see the land as creating a 

long run opportunity for  t he i r  own families,  and in the shor t  

run they cannot see need for  dividing p ro f i t s  among more 

people. J o l l y  reports the highest single operating cost  on 

the asentamiento he studied was f o r  hiring labor (28.7 percent 

of the t o t a l  operating cost) ,  and many of the most successful 

asentamientos hired most labor; meanwhile the l e a s t  successful 

asentamientos were probably overpopulated. Yet it has been 

shown tha t  over 70 percent more asentados could be accommo- 

dated on exis t ing asentamientos i n  the southern par t  of the 

Central Valley than a re  actual ly  s e t t l e d  there.  

There a re  disturbing signs, therefore,  t ha t  i n  soma 

cases the  asentados themselves may be becoming a closed group 

with no more willingness than a la t i fundis ta  t o  pay decent 

wages t o  labor.  Of course, i f  t h i s  system re su l t s  in more 

employment than would be the  case i n  the absence of the 

asentamiento, the ne t  soc ia l  r e su l t  may s t i l l  be posi t ive .  

However, there  a r e  indications t ha t  asentados w i l l  not  only 

become a progressively more privileged group, but as soon as  

possible and t o  the extent they are  able, they w i l l  tend t o  

subs t i tu te  cap i t a l  equipment f o r  hi red labor. It may be 

possible t o  r e c t i f y  problems l i k e  t h i s  with imaginatively 

organized and s k i l l f u l l y  managed regional organizations i n  

which a l l  asentamientos par t ic ipate  along the l i n e s  attempted 

in the Talagante ttareall in Santiago province (an 'tareat' is a 
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CORA-zone subdivision). The area chief (a CORA employee) 

together with each asentamiento president and one asentado 

elected a t  large from each settlement designed a joint cropping 

plan fo r  the region that  would be labor intensive and would 

involve high-price crops which would h i t  the market a t  its 

peak. Tractors, when needed, were shared area-wide so each 

asentamiento didn't  need t o  have a great number of t ractors  

and other equipment. I f  these ins t i tu t ional  mechanisms were 

to become widespread and viable, s e t t l e r s  would real ize that  

the i r  self- interest  soon becomes closely intertwined with 

the public in t e res t  of the region. And asentados from under- 

populated asentamientos might be willing to  accept those from 

overpopulated ones within an area. Furthermore, t h i s  might 

provide the needed organizational matrix to  encourage under- 

populated settlements to  take on other landless laborers i n  

the region as asentados. One advantage of th i s  form of land 

tenure is  that  i t  provides a good school fo r  learning inter-  

personal cooperation, a f t e r  which the needed se t  of in ter -  

asentamiento cooperation should be easier.  

3. More thought must be given to  the incorporation of younger- 

than-eighteen and some young, unmarried s e t t l e r s  who are now 

barred from becoming asentados. While the current method of 

s e t t l e r  selection provides community s t ab i l i ty ,  it also means 

tha t  most asentados are middle-aged. Because they are l ike ly  

t o  be bet ter  schooled than the i r  fathers,  younger s e t t l e r s  may 

well add needed ingredients of f l ex ib i l i ty  and imagination to  

the asentamiento . 



4. Admimistration of the reform program and campesino s k i l l s  

must be constantly improved. Furthermore, incentives must 

continually be b u i l t  i n  to avoid the a t t i tude, . I1If  I don' t  

work very hard, the job w i l l .  be done by someone e l s e  anyhow.n 

CORA has attempted a mammoth task and, i n  general, is 

doing an admirable job. But CORA technicians a r e  under cer ta in  

pressure .to make some management decisions cen t ra l ly  i n  order 

t o  make cer ta in  shor t  run production does not f a l l .  One 

problem is t h a t  no agency has unlimited skill, and a small 

mistake by a technician who i s n ' t  completely famil iar  with 

l oca l  conditions--or even an input delivered too late--can be 

serious. 

Even more important, campesinos--who may have merely 

taken orders of superiors p r io r  to reform--must become entre- 

preneurs as  quickly a s  possible. And i f  they a r e n l t  permitted 

to  become f a i r l y  sk i l l ed  i n  decision making, shor t  run gains 

in marketable surplus might be followed by long run problems-- 

reform does r e su l t  i n  "independencen from CORA'S tutelage a t  

the end of three t o  f i ve  years. 

An example of t h i s  problem (which has now been p a r t i a l l y  

solved) i s  tha t  although CORA provides inputs t o  farmers, it 

does not  always inform the asentados why they a re  to use them 

and haw much they cost .  O r  i t  may have subsidized inputs and 

c red i t  a t  too high a level.34 Furthermore, f i n a l  accounting 

3 4 ~  a t  l e a s t  one case in which there i s  an area-wide organi- 
zation, a representative of each asentamiento t ravels  with a CORA 
o f f i c i a l  t o  the seed granaries to pick the var ie ty  and the  qua l i ty  
best su i t ed  to  conditions on each farm. 
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has amived very late--sometimes well in to  the next planting 

season. Ehtrepreneurs, whether working individually o r  as a 

group, must have operating cost information ( that  re f lec ts  t rue 

market value) and price data promptly to make rat ional  decisions. 

Some of these problems remain; the i r  resolution importantly 

depends on increasingly decentralized administration but also 

on the personality of the technical and administrative personnel 

involved, many of whom find it d i f f i cu l t  to  overcome the 

paternal is t ic  s p i r i t  which dominates labor relations on the 

private fundo. 

The CORA administration has not been slow t o  learn over 

the past years and beginning i n  May 1968 drast ical ly reduced 

i ts  own supervisory role  on the settlements. It also placed 

more responsibili ty fo r  keeping accounts with each asentamiento. 

A s  the program expands, it w i l l  be necessary to  reduce !XRA1s 

role  and decentralize i t s  organization sti l l  further.  The 

asentamiento period on exceptionally successful settlements 

should be shortened. 

INDAP has proven very s k i l l f u l  i n  organizing some regional 

marketing cooperatives which also make bulk purchase of correct 

inputs possible fo r  small holders. The co-op grants credi t ;  

and since other members must pay if  the credi t  receiver does 

not, each borrower i s  under the pressure of h is  peers to  in- 

crease h is  production. This i s  a form of technical assistance 

i n  which it is  d i f f i cu l t  f o r  paternalism to  develop. CORA 

might well consider a similar arrangement during the asentamiento 
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period on those settlements which show most promise. Currently 

the asentamiento as a whole i s  l iable  for a l l  credi t  granted, 

but the technical assistance component is  much larger in CORA 

than i n  I N W  programs. I n  many cases the CORA technical 

assistance component i s  v i t a l  since CORA works with fanners 

who are not as accustomed to decision making as small holders 

would be. 

5. Complementary reforms must be made in secondary level 

inst i tut ions to prevent, say, the market from assuming the 

exploitive role  of the old landlord. The d i f f icul t ies  of 

the Chilean agricultural marketing system are  well documented; 35 

and i f  they are anachronistic in the t radi t ional  setting, they 

seem to become doubly d i f f i cu l t  a f te r  reform have been intro-  

duced a t  the farm level. A regional organization of asentados 

together with INDAP cooperatives i n  the area would help shape 

the market structure so that  it lessens dependency on middlemen 

and on the huge and monopolistic central market in Santiago. 

It might also f a c i l i t a t e  obtaining contracts for  such crops as  

sugarbeets, sunflowers, barley, and wheat. This type of 

contract is available in Chile and usually includes credit ,  

inputs, technical assistance, and an offer  to buy the crop 

a t  a guaranteed price. 

35~ee,  fo r  example, Carlos Fletschner , MStructural Patterns in 
the Marketing of Selected Agricultural Products in  Chile: The Position 
of Small and Large Growers," Ph.D. Thesis, University of Wisconsin, 1969. 
I n  1968 the government agency in charge of planning stated, IIIn Chilean 
agriculture what seems t o  be insufficiency of demand for some crops i s  
usually only a d i f f icul ty  i n  
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It would seem as though labor-utilizing innovations might 

also be introduced a t  t h i s  level,  e.g., asentados and the i r  

families could process more goods fo r  the market either on the 

farm or  in nearby towns, especially in those where unemployment 

is  most severe. In  1967 some asentamientos bagged their  o m  

potatoes fo r  r e t a i l  and delivered them direct ly t o  a Santiago 

supermarket. It was estimated that  th i s  cut 60 percent from 

the usual marketing margin--an amount which remained i n  the 

local  community, while employing people a t  the farm level  who 

would have been jobless otherwise. This plan could eas i ly  be 

extended t o  other vegetable crops, but it ca l l s  for  coordinated 

planting schedules a t  a regional level: r e t a i l e r s  need assur- 

ances tha t  they w i l l  receive a constant supply through the 

harvest season. Ins ta l la t ion  of processing plants fo r  canning, 

dehydration, or  even freeze drying f r u i t s  and vegetables would 

certainly be another local-level possibili ty.  

6.  Some infrastructural  investments now being made might be 

effectively postponed unt i l  la te r .  Certainly the construction 

of duelling units,  now underway on some asentamientos, could 

be delayed for  a time while peasants l ive  in the meager and 

admittedly inadequate housing that currently exis ts .  This 

investment technique would free funds for  higher pr ior i ty  

investments--say, f e r t i l i z e r s ,  hybrid seeds or  education 

f a c i l i t i e s .  Later the campesinos could purchase construction 

materials cooperatively or even build houses under a shared 

labor plan, which would lower costa. 
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The past f ive years in Chile have shown tha t  reform is  a 

d i f f icul t  task. It i s  perhaps doubly so i n  a context where an 

anachronistic social structure i s  largely s t i l l  intact ;  ins t i tu -  

tions based on democratic principles prevail and are honored, 

though sometimes in the breach; coalitions form and reshape them- 

selves; legal i sm abound; and strongman tac t ics  are generally 

abhorred. Add these pol i t ica l  intr icacies  to  increasing production, 

training a new class of entrepreneurs, providing employment, stepping 

up economic gmwth of the economy as a uhole, lessening dependence on 

the export sector, and devising a sholly new tenure form i n  agri- 

culture, and the problems that  emerge are formidable. S t i l l ,  CORA'S 

position to  date has been generally open, pragmatic, and se l f -  

c r i t i ca l .  

Furthermore, there i s  an a i r  of determined change i n  the 

Chilean countryside. Foreigners should not attempt to interfere 

with th is  course which can be and must be s e t  by the Chileans alone. 

But judiciously given, outside assistance can help to make reform 

successful. 
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USAID Chile considers the  d r a f t  t o  be a reasonably accurate description 
of the physical achievements of agrarian reform t o  date i n  Chile as  
well as  a thoughtful discussion of important aspects of the  Chilean 
program. The author has made a useful and stimulating e f for t  t o  meaning- 
f u l l y  measure progress which i s  d i f f i cu l t  t o  es tabl ish a t  so early a 
stage of the  reform. 

A t  the same time, USAID has same reservations about what it thinks a re  
the author 's  tentat ive conclusions. I n  general, the paper seems t o  
emphasize the  social  aspects of land reform (par t icular ly  employment ) a t  
the  expense of others, such a s  production and incentives, which the  
Mission considers t o  be of equal (but not necessarily greater)  importance. 
The author 's  concentration on the employment aspects of agrarian reform 
appears t o  deemphasize the importance of i n t e r  and i n t r a  sectoral  relation- 
ships. For example, the paper does not s t a t e  (on p. 19) t ha t  removal 
of import duties may have an unfavorable short-run impact on the indus- 
trial sector. I n  addition, the paper seems t o  say (p. 36) tha t  A.I.D. 's 
agr icul tural  sector loan was harmf'ul t o  the agrarian reform ef for t  
because it resulted i n  the import and lower cost of cap i ta l  equipment, 
specif ical ly  t ractors ,  thus contributing t o  assumed increases i n  unemploy- 
ment. The paper does not demonstrate the  r ea l  unemployment e f fec t  nor 
consider the  other effects  of such imports. 

The paper also does not take adequate note of the fac t  t ha t  
the Government of Chile has chosen t o  operate expropriated properties i n  
the same general un i t  size a s  before expropriation. Also, the Government 
of Chile has made, a s  a par t  of i t s  agrarian reform policy, a deliberate 
e f fo r t  t o  apply modern technology, including machinery, i n  order t o  
increase production'per un i t  of land thereby achieving appreciable 
increases i n  incomes of the "asentados" working these properties and, 
indirect ly ,  workers i n  other sectors. The Government of Chile i s  not 
convinced tha t  turning t o  more primitive, o r  even maintaining existing, 
approaches of re la t ive ly  intensive labor input i s  a s  appropriate t o  over- 
a l l  economy as  increased production and improved dis t r ibut ion of income. 

The paper contains elements of contradiction. For example, it seems t o  
approve of Chilean agrarian reform pol ic ies ,  while a t  the same time 
expressing concern over capi ta l izat ion which i s  an integral  element of 
those policies,  as  discussed above. The author generally praises the Frei 
government i n  implementing agrarian reform, yet he recognizes (on p. 29) 
t ha t  "One expl ic i t  purpose of President F r e i ' s  rura l  development program 
i s  t o  give "campesinos" the claim on resources they need t o  be 
productively employed while encouraging them t o  invest and increase t h e i r  
productivity." This implies encouragement of capitalization. The 
author f'urther s t a t e s  (pp. 29-30) tha t  "where there  a re  i d l e  land resources ... they must be made t o  contribute t o  overall  development, defined 



broadly t o  include increased employment, more production, and a b e t t e r  
d i s t r ibu t ion  of income." In  cer ta in  instances, such as  i n  extensive 
agriculture,  increased production may not necessari ly e n t a i l  increased 
employment. The broad assumption throughout the paper (as on p. 39) 
t h a t  an improved solution of employment i s  more labor intensive 
"asentamientos" tends t o  overlook the f a c t  t h a t  the Chilean market i s  
already heavily supplied with labor intensive type agr icu l tu ra l  products 
and tha t  Chile 's  negative agriculture t rade balance i s  chief ly  in 
extensive production type products, such as wheat and beef, -where substi-  
tu t ion  of hand labor f o r  machines i s  not usually desirable.  

Finally, the paper seems somewhat weakened by some imprecision i n  
s t a t i s t i c s .  For instance, on p. 19 the author s t a t e s  "Official ly,  inf la-  
t i on  was 17% in 1966 and about 40% i n  1969. Both of these f igures  
probably understate the t rue  r i s e  in the  cost  of l i v ing  since many 
government-controlled items are  included i n  the  index." Actually the  
consumer pr ice  index increased 29.3% while the  general pri.ce index 
increased 34.5% i n  1969. 

In sum, the paper demonstrates the need t o  evaluate changes i n  t h i s  sec tor  
o r  elements of t h i s  sector  i n  the  context of t he  whole econow, i . e .  of the  
c lass ic  short  run confl ic t  between pressure f o r  more production and l e s s  
unemployment i n  modern society.  Despite these reservations, however, the  
Mission f e e l s  the  paper provides stimulating thought and discussion of 
agrarian reform i n  Chile i n  i t s  ear ly  stages. 


