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Chile to meet its large foreign

debt obligations has emerged as|banks and international orga-
United |nizations such as the World
States policy toward the right-|Bank and the Inter-American
wing military junta here, ac-|Development Bank have extend-

cording to diplomatic and bank-|ed well over a billion dollars
in credits to the military junta

behind this!since it took power
that a default bylthat toppled the Marxist gov
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the cornerstone of

ing sources.
The rationale
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lead to similar moves by other

eign debts. As the largest credi-
tor in the world, the United

SANTIAGO, Chile, March 14|States would be hardest hit by
— Concern over the ability of|a widespread debt moratorium,

In the view of some diplo-

on to support President Augusto
Pinochet
fears that his
could lead to a change of eco-
For similar reasons, foreign|nomic policies and less of a
commitment on the part of
Chile to meet its debt obliga-
tions abroad.

On the one hand, State De-
partment officials have made|
it clear publicly and privately
in a coup|that the Chilean junta is being
pressed to improve its human
rights image.

On the other hand, United

Latin American nations and
strengthenygrowing sentiment| the

ot e
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be improvéd even if General
Pinochet remains in power and
that in any case there is no
other military or civilian figure
capable of displacing him.

The military Government will
Erobahty receive an important
oost in June if Secretary of
State Henry A. Kissinger makes
a scheduled visit here to at-
tend a meeting of the Organi-
zation of American States.

United States officials here
point out that Washington ab-
stained in the vote selecting
Santiago as the site of the
0.A.S. conference. But other
diplomats emphasize that Mr.
Kissinger's trip is bound to be
interpretéd both in Chile and
abroad as a signal of support
for the junta. : &

Elsewhere in Latin America,
the leftist military government
in Peru and the rightist Peron-
ist Government in Argentina
are facing balance-of-payments
burdens that are as serious as
Chile's. In Argentina, interna-
tional organizations and United
States commercial banks have
recentlﬂ extended emergency
loans, but the danger of a de-
fault is still great.

Earlier this yéar at a meeting
in Manila of the Group of 77,
representing most third-world
nations, there was discussion
of some form of moratorium
on foreign debts for develop
ing countries undergoing severe
problems with their balance of
payments.

‘Economic Domino Theory'

The. idea of an “economic
domino theory,” under which
a default by Chile might set off
a chain reaction in the develop
ing world, 'contrasts sharply
with what was Washington’s
view of Chile’s foreign debt
crisis under the Marxist govern-
ment of the late Salvadore
Allende Gossens.

The  “economic  domino
theory” back then was that the
Chilean Government’s expropri-
ation without compensation of
copper mines owned by United
States companies could not go
unanswered because it would
tempt other governments to
take over United States foreign
investments.

During the Allende era, the
United States declined to re-
negotiate its portion of Chile's
foreign debt unless the compen-
sation Issue was also settled.
There was no attempt in
Washington to prevent the
moratorium on foreign debts
that the - Alende government
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That action, which amounted
to a default, largely destroyed
the Allende government's
creditworthiness in the eves of
United States bankers and re-
duced the flow of loans to Chile
from international organiza-
tions,
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declared in 1972
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able to compensate for these|these views was subsequently
losses partly bp finding credit|shut down by the junta.

sources in Western Europe and
the Communist countries,

If the Western European

creditor nations had relented,

Washington’s viewpoint on|Chile would have been able to

President = Pinochet

and his|hold its debt payments this

role in assuring Chile's com-|year to about $225 million. In-
mitment to its foreign debt ob-|stead, the junta must pay about

ligations is not shared by

$750 million in debt service and

other creditor nations. Most|irterest on loans, a total equiv-
European Governments have|alent to about 45 percent of
shown little concern that alits projected export earnings
default here could set off al|for 1976.

chain reaction.

In recent months - Western|this h.eavfr foreign
European , Govérnments have|—as wel

The juntd has Iugely blamed
ebt service
as the high cost of

refused -t0 renegotiate Chile’s|imported oil and low prices for

foreign debt on the

und that|its copper

exports — for the

human rights ‘continue %o be|failure so far" of its domestic
systematically violated by the|economic policies.

junta, °

For a year now the Govern-

In the aftermath of the 1973 /ment has carried out a “shock-
coup, about 1 percent of Chil-|treatment” economic pPolicy in-
eans experienced at least tem-|Spired by Milton Friedman, a
pOT: detention, according to|conservative ecoriomist from

chure

sources. Charges of tor-|the University of Chicago. The

‘ture have been widespread. Po-|program calls for sharp reduc-

litical

parties remain under|tions in public spending, re-

ban or suspension. Labor unions strictions on bank credits and a
have no rights to bargain or|slowdown in the printing of

strike.

money in an effort to restrain

“I think that the flgure of runaway inflation,

Pinochet has become unsalvage-

But inflation has not abated.

able in much of Western|Last year it reached 340 per-

Europe,” said a European di

cent, the highest in the world,

lomat. “In some countries pub.|and it registered 21 percent
lic opinion is so adverse that|during the first two months
governments will not settle for|of ‘'1976.

anything less than a clear com-

mifmenit to a return to civilian|production has drop

At the same time industrial
ped pre-

rule in Chile, or at least a mili-|cipitously, and unemployment
tary government with a pro-|is running above 16 percent,

gressive image.”

its highest level in more than

Within Chile, the . Christian|30 years. Malnutrition has be-
Demaqcratic Party, a center-left|gome a serious problem in the

group that has
moved into opposition to the

increasingly | slums.
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investment from sources that|reduce industrial costs and on
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junta's heavy-handed image,
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A publication that expressed|ean products,
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No matter what its causes,
the economic failure has
spread increasing discontent
with the junta, not only among
working-class Chieleans byt
also among the middle class
and a number of businessmen.

“When will the Govérnment
recognize the failure of these
policies?" asked the head of the
Maritime Workers Union, Ed-
uardo Rios, a key labor leader
who initially supported the
junta. “It is not possible to
paﬂ such a high social cost.”

espite the increasing dis-
content, President Pinochet has
issued a strong reaffirmation
that the “shock-treatment” pro-|
gram will continue, and heI
linked it to Chile’s foreign debt|
commitments.

“During 1976 our first eco-
nomic priority will be to main-
tain our balance of payments,”
he said. :

- United States officials also
contend that Chile’s ability to
meet its foreign debt commit-
ments is tied to the continu-
ance of economic austerity
within the country.

An aba-ndonment of domestic
austerity, these officials argue,
could lead only to the espousal’
of third-world views favoring a
default or moratorium on the
foreign debt. :

A similar opinion prevails in
the World Bank, the Inter-
American Developmex}t Bank-
and the International Monetary
Fund. Monetary Fund .officials
are now in Chile negotiating a.
$90 million standby credit to
help the junta meet Chile's bal-
ance-of-payments deficit this
year,

During a visit here last week,
the president of the Inter-
American Development Banl,
Antonio Ortiz Mena, turned
over a $25 million credit to the
junta and said that Chile might
receive $125 million more from
the bank before the end of
the year,

“It is obvious that this is a
country with push and a people
with a desire to work and

improve its living standards,”
Mr, Ortiz Mena said.
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