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Abstract

The following research revisits, re-examines anidtlblon previous and ongoing critical
work into the rise of non-traditional fruit expoitsChile. The work is principally concerned with
the negative distributional impacts on small-sqadeducers in light of the country’s extensive
neoliberal reforms of the mid 1970s and 1980’'s dhe€ir continuation under successive
Concertacion governments since 1990. Attentioriésqul on revisiting and better understanding
the phenomenon observed by Murray (1997) ten yearter, that saw small-scale producers
enter into grossly uneven bargaining relationshijith large fruit export firms that tended to
expose them to a disproportionately high proportibthe risks associated with exporting in the
global marketplace. At the time, these processea® wbBown to be driving many small-scale
producers into a cycle of debt- resulting in lar@heentration and greater inequality in the
locality. In the absence of government interventibrwas predicted that these patterns would
continue to threaten the livelihood and economatainability of the Chilean peasantry.

The following dissertation demonstrates that intde years since 1994 significant land
concentration has indeed continued to take plageesiicted within the original research locality,
El Palqui. But unlike in the past, where land wasnthated by largéhaciendas today, it is
equally large, capital intensive producers — initigca handful of internationally owned export
firms — who are progressively extending their grygr the Chilean countryside. In light of these
changes, it could therefore be argued that thee@hilcountryside is developing a character
gravely reminiscent of Chile’s pre-reform ‘semi-flali system. With even those small producers,
who have supposedly ‘successfully inserted’ inte ¢lobal economy facing serious financial
hardship, the future looks bleak for the Chileaagamtry. This thesis argues that the continuation
of land concentration is a by-product of successidean governments’ persistent failure to
assist small-producers during and after the ctiti@nsitional phase from an inward oriented
development model to an outward oriented exportrramtiel. This failure to act represents a
missed opportunity to effectively integrate smajpeoducers into the export sector in a manner
which might have been conducive to growth with gqui
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1.0 Introduction and Topic Rationale

The following section seeks to explore the ratierfalr undertaking this study and outlines the
central aims of the work. | will begin by outlinifgw Chile has become a favoured destination
of study over the last three decades, yet infownatiemains scarce in terms of

neoliberalism’s effect on the ground and withinedtise economic sectors.

1.1. Topic Rationale

Due to the enormous changes, and the purity witiciwtine neoliberal model has been applied in
Chile since the early 1970s, in a sense, Chilebkasme somewhat of a favoured destination for
researchers eager to track the political-econorhienges of the last three to four decades.
Murray's (1997b) inquiry into Chile’s political enomy began during the mid-1990s, not long
after civilian rule had been restored. At the ti@kile was amidst an economic boom after
recovering from two serious economic recessionseurdand arguably as a result of — the
military government’s dogmatic neoliberal restruittg (Kay, 2002). Since this time, Murray’'s

work has been principally concerned with the evavinterdependence between global economic
forces (particularly those mediated through frutp@t companies) and their “conditioning’

impact (though not necessarily full ‘conditioninghpact) on change at lower scales of

resolution” (Murray, 1997a, p.1).

During the 1990s Murray was motivated, by amongeotiings, a call for a more in-depth
inquiry into the ‘Chilean experiment’ by such acauiless as Barham et al (1992). Barham et al
(1992), Murray and others (Gwynne and Kay, 1999hegsed the Chilean debate in many ways
being captured by an overly simplistic discoursat thlaced far too great an emphasis on the
‘positive’ macro-economic indicators and rapid emmic growth occurring in Chile at the time.
Whilst not denying such positives, it was howeveted, that there existed a paucity of research
into the negative socio-economic effects of themantl-oriented model at different geographic
scales and among different socio-economic grouppeaally as it related to the ostensibly
vibrant non-traditional export sector. Indeed, astam et al (1992, p.43) commented at the time,
“Despite the zeal with which its advocates havenqied non-traditional exports (NTAX) in
recent years, we found no studies that providerapcehensive analysis of the impact of such
strategies on Latin American development”.



Hence, Murray's research in many ways representashaerted effort to try and fill the ‘void’
identified by Barham et al (1992) and others. Myigavork constituted an active attempt to
provide a more rigorous investigation into the ictpaf the free-market model at different
geographic scales or within different geographiggtheres, with the aim of providing greater
depth and clarity to the convoluted debate surrimgndon-traditional agricultural exports,
neoliberalism and globalisation within Chile andihaAmerica in general. Critically, this meant
examining ‘the model's’ impact from the perspectofea particular productive sector and within
a specific locality. Given the hype at the timersunding the miraculous ‘success’ of Chile’s
non-traditional fruit exports, naturally, the fragxport sector seemed a logical place to start.

A small ruralPueblo (village), El Palqui, situated in Chile’s Norte €hi(fourth region) was

selected as the locality for investigating the iatpaf NTAX. The locality was notable for its

almost wholesale adoption of table grapes prodoctxtensive global orientation and capital
penetration, particularly of the international frexport company variety (Gwynne, 2003).
Consistent with this ‘global-local framework’, May's (1997b) ensuing research focused
particularly on the ‘dependent’ relationship (undentract) that formed between large- often
foreign owned and globally connected export firwtso helped convince small-scale, capital
starved peasants, to converdonversiolt from traditional crops to table grapes for expént.

the absence of state intervention, these largerefipms were the primary agents controlling
small-scale farmer insertion into the global ecopafiering credit, technical advice and market

access in exchange for producer supply contracig/iée, 2003).

Accustomed to meagre incomes, growers were quidakntbracereconversionfor the chance of
becoming modern progressive exporters and the gcosg a better life. For a time it may have
seemed like all their dreams had come true at dnadyy the 1990s external economic conditions
began to take a turn for the worse. Increasinglyrns were inadequate to repay credits and charges
water shortages drove up the price of this vitabuece and many farmers experienced declining
yields. As growers plunged further and further id&bt most could not afford to switch back to
traditionally less volatile agriculture. For marhete was little option but to sell their land t@ th
export companies- more often than not at below etavklue. By 1994 Murray (1997b; 2002b)

1 Reconversion, arconversidras it is known in Chilean policy circles, refersie process whereby growers are
encouraged- depending on the ideological orientaifche government of the time- by either theestakport firms
(via contracts), market imperatives or a combimatibthese forces, to switch from traditional cpppduction towards
competitive, higher value, non-traditional expadgproduction (such as fruits; grapes, applescings. Underlying
this policy is a commitment to free-market resowattecation and hence the need to focus on thagerseand regions
which are deemed to have a comparative advantabeiie global market place (Gwynne, 2003; Mur2802a).



found that six out of 26 sampled producers hadhdiresold their land to their creditor company to

relieve debt and the 20 remainiparceleroshad particularly precarious debt to asset ratios.

As a consequence, these economic pressures wadintjein turn to a significant concentration of
land ownership” (Murray, 2002b, p.207) within trecdlity as larger players consolidated their
holdings at the expense of smaller and more vubdenaroducers. This led Murray (1997a) to
conclude, that, despite the astounding macro-ecmnsuccesses of the last few decades [within
Chile], “the distributional impacts of growth irhg fruit export] sector have been, and continue to
be, regressive in their nature” (p. 1). He also enadlaunting prediction that “it is quite possible,
six years from now after the completion of the o fieldwork, that the remainder of the
parceleroswill have been fully proletarianised”. It is withithis context that my research seeks to
return to El Palqui to perform a longitudinal studyorder to track changes occurring in the logalit
since the mid-1990s.

1.2 Aims and Key Research Questions

From the outset, the research was guided by thn@sdicentral aims; firstly, to re-investigate -
using primary sources- the extent to which socimremic differentiation (particularly land
concentration) within rural Chile persists to thpsesent day and to try and provide an
explanation; secondly, when combined with relevegtondary sources, to try and develop a
greater understanding of the complex links betwesmmomic processes at the global and national
scale and their impacts at the local scale in Chihel finally, to contribute to the wider debate
vis-a-vis the impacts of non-traditional fruit exfm neo-liberalism and globalisation within
Chile.

In order to realise these aims, one central questim three contingent sub-questions were asked.
They are as follows

Central research question

(1) How has land tenure transformed in El Palquicg the mid 1990s, and to what extent has
land-concentratiohy  semi-proletarianisation and  full-proletarianisati  continued to

characterise the region?

2 Land concentration is defined as: the process ettyea minority of- usually larger land owners- doearious
reasons- progressively acquire greater and graateunts of land over time, often at the expensaraller growers.



Objectives:

(1)What factors explain the continuation or disconétion of land concentration; and what
structural barriers may have inhibited small-sc@educers from taking full advantage of the

fruit export boom?

(2)What roles have export companies and their @mtsystems played in El Palqui?

(3) To what extent might past and present policycttires at the national level- particularly
neoliberalism- have contributed, influenced or dtinded the present state of affairs in El
Palqui vis-a-vis land ownership, socio-economidedéntiation and the role of the fruit export

sector?

1.3. Thesis Structure

Having already introduced my research topic anégdrbackground to this thesis, the following

provides a brief discussion of the structure os tthiesis and the areas | intend to focus on
throughout. In keeping with the political-econonppeoach that guides this research, the idea is
to situate the changes taking place in El PalghileC within the wider global, regional and
national context. This is achieved by graduallyitrg the historical political-economic events
that have taken place at each of these geograptiadds over time, in order to determine how
external structures have conditioned the ‘locaif amdeed, how the ‘local’ has responded in turn.

However, before doing soChapter 2 provides an overview of my research’s scope,
methodological underpinnings, philosophical peripes and theoretical approach, including an

attempt to justify my choice of topic, site seleatiand methodological limitations.

Chapter 3looks at globalisation as a term, a process amtiseourse. It traces the historic
emergence of a number of ‘waves’ of globalisatimtes colonial times, with particular emphasis
on the latest, arguably neoliberal wave of glolaiis, which has had a particularly dramatic
effect on Latin America as a region from the mid?Q9 to present day. In addition, particular
attention is paid to globalisation’s tendency tn,tbe one hand, reach almost every conceivable
part of the globe, whilst, on the other hand, nmestiftself differently according to the prevailing
physical and human geographies for which it comés ¢ontact with. Ultimately, the purpose of



this chapter is to provide a global-historical exitfor the phenomenon of globalisation and to

take the opportunity to clarify the term for itselis subsequent chapters.

Chapter 4traces the political-economic history of Latin Amgea from colonial times to present
day. It begins with a discussion of the colonialremmy under Spanish rule and tracks the regions
development as it moved from economic dependencéheriberiancore to a new from of
dependence on the industr@re nations of the Northern Hemisphere following indegence
(early- mid-1820s), after which most Latin Americaations embraced outward-orientated
export-led growth, only to be devastated by theaGBepression of the 1930s. Following this, it
is explained how Latin American nations respondethis external crises by rejecting ‘free trade’
in favour of ‘structuralist’ inspired Import Subtstiion Industrialisation (I1Sl), only to be forceal t
return to a new form of economic-liberalism (neefilism) following the debt crisis. The
chapter concludes with a discussion of the negatiypact of neoliberalism within Latin America

and outlines CEPAL's ‘neo-structuralist’ challertgethe neoliberal model.

Chapter 5builds on the contextual background of chapteru4 does so from a Chilean
perspective. Chile’s colourful political-economidstiory is explored from colonial times to
present day. Specific attention is given to exangnihe roots of Chile’s grossly inefficient,
unequal and antiquatdthciendasystem which remained firmly entrenched from thel-fii"
century up until the early 1960s. The chapter theas on to explain how this system was not
only socially unjust but economically backward, aftimately, collapsed under the weight of
populous pressures and successive land reformgitelesilitary intervention to halt the reforms.
Following this, the chapter will explain how thelitairy government utilised earlier land reforms
and state investment in the agricultural sectortiqdarly in fruit and forestry, to reinsert Chile
back into the global economy as a primary-produpbeter (as in the 1850s-1930). Then it will
be shown how three successive democratic and ndysacialist governments (since 1990)
have done little to alter the central tenets of timditary’'s economic strategy. Thus,
notwithstanding the enormous growth in non-tradiio exports, the chapter concludes by
outlining the human cost of neoliberalism and ex@dow the model has, in the main, favoured
medium to large scale farmers while excluding eocifiy out small-farmers.

Chapter 6presents quantitative and qualitative data geng:rfaten field research carried out in
El Palqui, Chile, 2004. It will be shown how dueaagange of structural constraints, El Palqui's
growers have had little choice but to pursue a fofrftdependent capitalisation’ or ‘dependent



development’ by relying on transnational fruit epoompanies for credit, expertise and market
access. In particular, it is demonstrated how fihage used their asymmetrical position of power
to transfer much of the market risks associatetl exporting in the global economy on to small-
producers, creating proletarianisation and landentration within the locality.

Finally, Chapter 7refers to the findings in terms of the aims ang dggestions of this thesis. The
focus is on land concentration, its causes, itimiship to wider structures, and the role that th
fruit export companies have played. Explicit isatempt to analysis the goings on in El Palqui
since 1994 from neo-structuralist perspective byufing on a number of important structural
constraints faced by growers and by recommendingnaber of interventionist tools to address
these structures. The chapter concludes by argbatgdue to successive Chilean governments’
hands-off approach taeconversion(particularly in the posteconversiérstage) these structural
constraints have been given free rein, resultinganial-economic differentiation within the
countryside. Finally, a call is made for greatatestintervention in this area so that the Chilean

government may finally be able to match its ‘growdth equity’ rhetoric with reality.



2.0. Epistemological Perspectives

While the purpose of the section above was toritiy topic’s rationale, aims, central question
and sub-questions, it is also important to distkieepistemological position and epistemological
limitations of my thesis. Therefore, in order tegent my findings in later chapters it is necessary
to outline the scope of my research and lay dowatwitonsider to be knowledge and how this

knowledge might be attained, analysed and expressed

2.1 Epistemologies

From the outset of this research | have been umgletusion that my findings will represent pure,
objective, impartial, and value-free facts, nortsathat will be immediately applicable to all
countries, regions, societies, or cultures acriomgs and space; as often the natural science seeks
to create. In general | tend to agree with Say®9&]1 p5) that “social science is somehow
different and requires differentiated foundationd #ools from the natural science”. This is not to
imply however, in a historical-hermeneutic sendgt t‘facts do not exist independently of
experience” (Murray and Overton, 2003, p.6), noritigo suggests in a strictly empirical-
analytical sense that science should only seekdosfon observable entities and avoid making
normative judgements. This research takes pladbeajuncture of these two epistemological

poles.

Thus, | am conscious that because all knowledgedssence humanly generated and interpreted,
all knowledge must therefore necessarily pass tlirauvariety of subjective filters laden with
personal biases, predispositions and values. Fstarine, even the decision to choose this
particular area of study was not value free, nos ivaalue free when my supervisors selected the
project and study region ten years earlier. | aso @ware that my ‘positionality’ as a foreign,
non-fluent, Spanish speaker, who at times relied'gatekeepers’ for my information (see
methods) (Murray,1997a; Murray and Overton, 2003y rhave potentially biased the type and
depth of information collected as would my own asptions and world view | entered the study
with. Therefore, to reiterate, | do not anticipétat my findings will stand the kind of test and
scientific rigor ‘positivism’ demands, and howevesvealing, will certainly not constitute

universal laws.



That said, so long as | am transparent in regardyt@ositionality, theoretical underpinnings and
methodological framework, | hope to create a camehereby my findings may to some extent
tell us something of the reality of the vast changich have taken place within El Palqui since
the mid-1990s. And furthermore, go someway to Inglpis better understand how globalisation
(particularly under neoliberalism) conditions tloedl, as well as offering some tentative lessons
that may help us to better analyse, interpret, @dntially predict and prevent similar outcomes

in different localities.

2.1.1. Critical Realism

In light of the above discussion, my epistemologiapproach is best described as ‘critical
realism’. That is to say, that one accepts thatal ‘world’ exists, but at the same time remains
mindful and cautious by employing ‘post-modernigteas that argue that all knowledge is
essentially filtered and tainted, whether interdioror not, by human bias and cognitive
limitations. Implicit therefore within a criticakalist approach, is an understanding that we can,
at least within reason, seek to uncover true phenanin both the natural and social realm. But
by implication, if things can be said to be ess#iyti‘true’ then there must in turn be space to
argue that something can be better or worse, jushjust, right or wrong, moral or immoral. If
so, as free thinking knowledgeable human agentareeot only capable of envisioning a better
state, but we are also capable — if not morally pelfad — to act on our vision to bring about a
more desired outcome. Thus, like all critical theanherent to a critical-realist epistemology is a
reformist vein that in some way desires to go beysolely “...adding to our knowledge of the

geographic world....but aims to change it for thady&tKitchin and Tate, 2000).

2.1.2. Structuration Theory

In addition to critical realism, my research iscaisfluenced by Gidden’s ‘structuration theory'.

Structuration theory seeks to reconcile two conmgesitreams of thought within the sociology

discourse; (1) one that assumes that it is prigdstructures’ that shape societies in a
deterministic sense, (2) and another that placegrizater emphasis on ‘human agency'- or in
other words, the ability of ‘knowledgeable agentshot only recognise structures but to act to
restrict, remodel, change or re-structure thesweicires’. Structuration theory might be said to
offer insight as to the mechanism of external stimes and to what extent they have a conditioning
influence over different economic spheres (Biltdrake 1997). Thus, applied at an international



level, structuration theory would recognise the powasymmetries and external conditioning
forces inherent in the global-political economyt Bualike more deterministic epistemologies and
social theories (e.g. Dependency Theory: see chdps, it would not discount the ability of

nation-states (or other ‘agents’ such as commuitend non governmental organisations
(NGOs) etc.) to alter, to a certain extent, thatetinal conditions in order to break free of, or

mediate, external conditioning forces.

Another advantage of structuration is that it candpplied to all geographic scales. At the
national scale, for example, it can help us to wtdad how various Chilean governments have at
times attempted to resist external forces (paditylunder Allende), and in other times allowed
external conditioning forces to modify productiogstems and society virtually unchecked; as
was the case during the early neoliberal phas¢h&udown the geographic scale, and in terms of
the case study area of El Palqui, structuratioaathr us towards uncovering the techniques and
livelihood strategies that “disorganised, smalleseand disempowered” (Murray, 1997a, p.6) local
producers might have assumed in their dealings mitich larger “virtually un-regulated muilti-
nationals” and as a result of being rapidly plugget the rather precarious global capitalist

system.

2.2. Theoretical Framework

Having already outlined my topic rationale, andsemhnological underpinnings, the following
section seeks to make clear the macro-intelle@pptoach (e.g. political-economy) and policy

approach (e.g. neo-structuralism) which will infonmy analysis for the remainder of this thesis.

2.2.1. Macro-intellectual Approach: Political Economy

Although political economy analysis has its intefieal roots in Marxist type analysis, it can
provide a valuable prism for exploring past andsprg political-economic conflicts without
necessarily advocating purely socialist style soh# (Peet and Thrift, 1989). Its strength is ihat
forces us to examine political, social, economid anvironmental changes at the international,
national and local scale not so much in a ‘neuttabcriptive sense but rather as “political act[s]
carried out by different agents in different clasard social groupings” (Peet and Thrift, 19893).1
Thus a PE approach has particular appeal in tefi@hite, because it compels us as to view Chile’s
past and more recent economic and production ceangeich as the dismantling of the formally
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dominant, regressive and represshacienda systetrunder Frei and Allende, and the systems
virtual resurrection by, arguably, equally powerand influential export firms under Pinchot’s
military rule — as fundamentally connected to théam’s underlying ‘political struggles’(Haggard
and Kaufman, 1995).

2.2.2. Policy Approach: Neo-Structuralism

Neo-structuralism is a relatively new theory whidbveloped in response to the tumultuous
development experiences within Latin America,; fiurstler structuralism and more recently (since
the mid-1970s) under neoliberalism. Neo-structanalivill be discussed in greater detail in later
chapters; however, essentially it aims to providmiddle ground between structuralism and
neoliberalism. It accepts, therefore, the need taintain macro-economic stability and
acknowledges the gains to be made from interndtivade (Dietz, 1995; Lewis, 2002). Yet,
having its roots in structuralism, its does notwwite international political-economy in entirely
benign terms. Unlike with neoliberalism, it is nemough to simply get ‘prices right’. Neo-
structuralism is well aware of the structural bansiperipheral economies must try and overcome
when operating within the international economyught retains a key enabling role for the state
in fostering more holistic economic development ey the State is crucial in helping to bend
the allocation of resources in a manner that cgorare on market outcomes and, ultimately,
improve a nation’s trade competitiveness and dewveémt prospects (Gwynne and Kay, 1999;
Kay, 2002; Dietz, 1995I; Lewis, 2002).

The two approaches outlined above complement eabler.oFor example, given neo-
structuralism’s overriding concern for ‘structuregshplicit therefore is the need to unravel those
historical and current political-economic factoesg( class struggles) which have given rise to
and which sustain these structures over time. Eurtbre, both approaches, but neo-structuralism
in particular, dovetail nicely with a broader ‘dturation’ epistemology. For instance,
structuration theory like neo-structuralism recegsi how external conditioning forces can
condition an economy or productive base. But unliled-structuralism’s more radical and
deterministic cousin ‘dependency theory’ (see oafi3) it also retains a degree of optimism in
that ‘agents’- be they states, institutions, NG@anmunities and even individuals- can help
temper or even repel such structures (Green, 18BBjt with some difficulty given the forces of

globalisation (Gwynne and Kay, 1999).

% For a description of theacienda systemefer to chapter 4.
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2.3. Methodology

2.3.1. Methodological Rationale

This thesis takes a hybrid methodological appraacbrporating both a qualitative and quantitative
approach. Both methods have their own relativengths and weaknesses. Ordinarily, quantitative
methods aim to uncover relationships between twmane ‘measurable’ variables with the aim of
unearthing certain statistical patterns, or evevs léespecially in the natural sciences), that might
give us insight as to why a particular statistiegtionship exists (causality). Assuming causadity
revealed, such findings may then be used to formodel, which in theory aims to predict certain
outcomes in similar situations where similar vdgaband parameters exist. On the face of i,
therefore, quantitative data appears to offer &sopsynthesis of reality and prides itself onnigei

objective and detectable to the senses.

This may be so (although this is still a highly dielol subject within the philosophy of science) in
terms of the natural sciences, where generally dnds infiltrates the research process either as a
consequence of the researchers own conscious onagicus subjectivity or due to the limits of
human cognitive abilities to adequately understand interpret the complexities of the natural
world. But within the social sciences the objectsnvestigation are often free thinking human
agents, making reality far more difficult to tieveo (some would argue impossibliefor instance, in

the case of this thesis, while quantitative datg b®able to tell us that land sales have increased
among smaller farmers within a given period, itgdlaet necessarily tell us why. It may be able to
make a connection between other observable pherosueh as debt levels per-hectare farmed, but
still, it cannot tell us why some farmers decidedatke on debt in the first place or why othersehav
managed to avoid debt and succeed. Thus, qualitegsearch seeks to uncover what factors might
explain why a particular person decided to takeiqular course of action (e.g. borrow from an
export company). Presumably, no rational pers@@étto accumulate debt to such a level that they
lose their asset base. Thus in the case of El Pajgalitative enquiry might involve an attempt to
uncover whaparcelerosexpectations were leading up to the signing afrdract. What information

did they base their decision on? To what extenttivais decision based on the information of other
influential groups with superior information (eaxport companies)? [These issues are explored in

greater detail in chapters 6 and 7].

4 For instance, those of a Historical-Hermeneutisymsion would argue that external reality doeserist, only each
individual's perception of their own reality (Mugrand Overton, 2003).
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There may be many reasons underpinning a growecisidn to reconvert and which explain grower
failure. Not all individuals would have startedrfiche same financial foundations or knowledge
base. Perhaps some had outstanding prior debtt) pesblems that required immediate attention,
were exploited or cheated by another person ot gty (e.g. an export firm), were incredibly

unlucky, or lacked the requisite skills — such a#iten and numerical literacy — to effectively

manage theiparcela Here ‘reality’ is far harder to tie down, as immy ways we are concerned not
so much with reality, but with how a given indivalyerceived his or her own reality at a given time

and place, and how this perception then influetigenh to take a particular course of action.

This creates a dilemma of sorts. Qualitative retgdrecause it takes place within the social reiglm,
grounded in a specific time, location and socidtzal context which one could argue precludes
gualitative findings from being adopted and appliedny another context. | have already described
how a researcher, whether intentionally or unimeaily, may further distort the findings by
allowing their own world view to interfere with thesearch process, by deciding the terms of inquiry
in the first place and the way in which questioresa@nstructed and construed. Does this then mean
that qualitative scientific inquiry into the sociabrld, in particular, is a fruitless endeavour?fissn

a scientific viewpoint, what would be the rationaderying to understand some phenomena if it is
merely subjective and has no relevance in any athatiext? As Murray (1997a, p.7) pondered, how

do we avoid being stuck in such a “quagmire oftingtam”?

While one must remain wary of these factors whafopring qualitative research, especially when
making cross study comparisons, it is the authposition that the experiences of people under
certain conditions are often (although certainlyt eatirely), applicable and useful in similar
situations — and we are indeed capable of identjifyihere such similarities and lessons may apply.
Thus, it is the author’s contention that both fowh#nquiry, qualitative and quantitative, haveithe
merits, and when combined, complement each othguaktative inquiry can help uncover why
quantitative phenomena, such as land sales, ma&ydwurred. Furthermore, if questions are direct
and unambiguous it is even possible to presenitgtiad findings in a quantitative form. Once
again, as long as the researcher declares hisointention in an honest and transparent fashidn a
does not claim immunity from his or hers own woiddv, then there is no reason why a reader

should not be able to take onboard findings frotth ltlee qualitative or quantitative forms of inquiry
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2.4. Topic and Site Selection

In what follows, | will describe the methodologyeasto collect information for fulfilling the
aims and objectives of this thesis; including myorzale for choosing Chilean agriculture; and in

particular, the decision to focus on the evolutibiChile’s table grape exports.

2.4.1. Why Study Chile?

Compared with other nations, Chile has been sudgect the first and arguably the most pure and
aggressive neoliberal restructuring to date (Ka3022 Murray, 2002a). This makes Chile a
particularly interesting destination to study framsearchers’ point of view as there exists a
substantial time frame for which to examine thelicagions of the outward-oriented development
model. However, despite the considerable time frémaé has passed, politicians, policy makers,
academics and grassroots organisations- both watmihoutside of Chile- continues to debate the
merits of neoliberal restructuring. Part of thelbeon derives from the fact that while there hasbee
an abundance of investigations hailing the macom@wic successes of the reforms, inadequate

attention has been paid to the impact of neoldr@rin different geographical spheres or localities.

2.4.2. Why Non-Traditional Fruit Exports?

Although a number of Latin American countries hasxperienced a rise in non-traditional
agricultural exports since the introduction of itgealism, the growth of fruit exports in Chile has
been nothing short of spectacular (Collins and L&805; Korovkin, 1992; Kay, 2002), tempting
some to refer to the process as the ‘Chilean firiacle’. Yet, in reality, Chile’'s experience with
non-traditional fruit exports also demonstratesdteat contradictions of the neoliberal model. On
the one hand the Chilean fruit sector is laudeddityerents of un-feted market capitalism for its
‘miracle’ like growth, dynamism and productive effincy. But on the other hand, it is also a sector
that has been subjected to a rather hostile forrecohomic darwinism which has perpetuated
inequality within the Chilean Countryside (Kay, 20Murray, 2002b). The debate is complex and
ongoing, and | would argue can only be resolvedrmyovering the real experiences of those living

in specific localities involved in the transition.
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2.4.3.Why Chilean Table Grapes?

Of all the fruits produced in Chile, grape expdrts/e shown some of the most dramatic growth
within Chile. During the 1980s, a number of preoinstitutional reforms and agrarian
infrastructural developments interacted with lowdar costs and a non interventionist state to
unlock Chile’s comparative advantage in the aregrape exports (see chapter 5.8) (Gwynne and
Kay, 1997). The combination of these institutiormeld geographical factors, particularly the
government’s pro-business stance, provided the kinthusiness conditions irresistible to both

domestic and foreign investment (Murray, 2002a.2600

Thus, in the absence of any meaningful governmamitidtural policy, large export firms effectively
filled a void once occupied by state agencies sashINDAP (Institute for Agricultural
Development) by providing credit, technical exgartand marketing facilities to many small peasant
farmers (Collins and Lear, 1995). As a result, pinwate sector, especially foreign capital, was
instrumental in transforming the hitherto tradiiband ‘inward-looking’ Chilean countryside to one
that relied heavily on the outside world (Gwynn@Q2). Within Chile’s Central Region in particular,
foreign capital drove theeconversionprocess, producing highly visible ‘production thss’ of
small-scale producers specialising in almost cotapteonocultural grape production (Murray,
1997b). Hence, the corresponding interrelationiyh developed between foreign investment and
local producers in many ways epitomises the expgngliobal-local linkages unleashed in Chile as
result of globalisation. This makes the grape ed@ector an ideal sector for exploring the inflleenc

of neoliberal restructuring within rural Chile.

2.4.4. Why Study Parceleros?

By virtue of their central role in the extensivedabrupt changes that have taken place within rural
Chile, parceleroshave become a particularly interesting group tdysas their lives, experiences and
misfortunes in many ways reflect the wider storyagfarian change in Chile. It is worth noting,
however, thaparceleroswere not the only group to invest in table grapedpction. Many large
owners and corporations have either convertedimgitind or bought new land in order to plant
table grapes for export. But what makescelerosunique is that among Chile’s peasant population
they were among a select few with enough land twsider reconversiénas a ‘viable option’.
According to Murray (1997a, p.15) generallynihifundistas due largely to lack of financial
collateral, have been precluded from participatiothis sector” [also Collins and Lear, 1995 and
Kay, 2002]. But most importantlyparcelerosinsertion into the global economy has been almost
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entirely ‘dependent’ on global capital or localnis operating in the global economy. For these
reasons they represent a highly global, highlygirteed group of producers in which to track the
local implications of the globalisation of grapeithim Chile.

There are also good practical reasons for chodsifigcus orparceleros.Thanks to the systematic
nature in whichparcelacionesvere formed during the counter reform process, titmy make up a
relatively homogenous and geographically definedugrof producers to study. This has two
benefits; first, their geographical concentratioakas them suitable to interview within a narrow
time frame and at a reassemble cost. The secoaigdb the quality of the findings. In effect
parcelerosrepresents a defined cohort, or population, withilar life experiences within a similar
socio-economic group. This, | would argue, makesadier for a researcher to uncover the influence
of specific external influences within the localityompared with had the population and land
distribution grown up organically over time whictowd have likely produced far greater socio-

economic diversity.

2.4.5. Why El Palqui?

As | have already mentioned, setting out to perfarlangitudinal study of a discreet population of
farmers | was necessarily compelled to return e dite selected previously by Murray (1997a)
during his initial investigation; that being El Bal, a small rural settlement in the region of
Coquimbo (in Chile’s fourth region (see figuresrigl@). However, besides this, there are number of
reasons why EIl Palqui may be considered an extdiienfor studying changes within the Chilean

countryside.

» Political/Economic History

Most importantly, EI Palqui is a region that ha®rméighly influenced by the wider political-

economic changes in Chile since the mid-1960s. cBypadf Central Chile, ElI Palqui was once
dominated by a minority of powerfllaciendaowners up until the mid-1960s. Following this the
locality withessed extensive expropriation andemilisation projects under Frei and Allende, only
to be drastically halted, and in some cases redebgethe Military Government’s counter-reforms
(Murray, 2002b). Still, despite the counter-refoumder Pinochet, 144 new parcels of land, in five
reform units parcelacioneswere formed out of the previous collectiviseddldny 1977; on average

they were 9-10 basic irrigated hectares (BIH) i@ §Murray, 1997a; Kay, 2002). Most of the reform
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beneficiaries were new landowners, with few busirgsglls and little managerial experience, yet
they were thrust into one of the most uncertain predarious times in Chilean economic history
(Callins and Lear, 1995).

Initially, the drastic social-political upheavaésd the harsh economic conditions brought on by the
Military Government’s extreme neoliberal reformsresenough to force many reform beneficiaries
to sell their land. For those who chose, or pertmpse accurately, were able to remain, they got
down to producing what they new best- traditiomalps- mostly vegetables (tomatoes and green
beans) geared for the domestic market. Yet as #weaveconomic situation altered, especially given
the devaluation of the Chilean peso, as elsewlne@hile, market forces drew in local and foreign
investors who scrambled to unlock El Palqui's uriggomparative and competitive advantage,
precipitating the much heralded fruit boom (Murr2902b).

* Natural and Institutional Endowments

As a locality, El Palqui has a number of naturalaadages that contributed to its growth. Lying
within the Guatulame Valleywithin the widerLimari system, El Palqui is blessed with a unique
topography and geographical positioning which plesia very favourable climate for growing
grapes. For example, according to Murray (20021200) “El Palqui’'s distribution of temperature
and isolation characteristics throughout the yeaams that the harvesting period, from mid-
November to mid-February, has generally coinciddth yweak prices (around the Christmas

festivities) in northern hemisphere markets...thesproduce can command excellent prites”

Not surprisingly, given such favourable natural @mehents, when suitable institutional-economic
conditions coalesced during the 1980s, El Palqgived some thing akin to a ‘gold rush’ (Murray,
2002b) as large fruit export companies penetrdteddgion eager take advantage of the locality’'s
natural and institutional endowments. The subsddremsformation was spectacular. Between 1962
and 1988 in the Guatumlame Valley grape produdiaiooned from a mere 70 to 1,500 hectares
(Murray, 2002b, p.202).

Underpinning and driving this extremely rapid andnplete transformation were a number of large
transnational agri-businesses who were respon§ibleonnecting local producers with global

5 Although Murray (2002b) notes that since the 1880s the maximum price period has slipped batzkedNovember.
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markets (Gwynne, 2003; Murray, 2002a). The primanechanism underpinning this
producer/export firm relationship was the creditsignation-contract system (CCC), a system first
pioneered by Chilean owned fruit firm David Del €um Curico, that was later (in the 1980s)
adopted by other Chilean and non-Chilean expantsfi(Barton and Murray, 2005). According to
Gwynne (1995) and Murray (2002b) the CCC systemksvam the following way; export firms
lend considerable sums of money to fund the ing&lp costs and any subsequent running costs
for thoseparceleroswhishing to ‘convert’ theiparcelasto table grapes for export. In return,
growers are legally obligated to sell their prodeelusively to the creditor firm. However,
growers are not paid upfront for their producetdad, payment is withheld or delayed until such
time as the grapes are sold in overseas markete e grapes have been sold, growers receive the
‘market price’ less the initial advance, intereayments and commission (for export). Growers who
fail to pay in full- almost a forgone conclusion ihe initial years- are legally bound to sell
exclusively to their creditor firm until such tines they can settle their outstanding debts. The
implications of the CCC system will be discussedrigater detail in latter chapters. However, seffic
to say, this system helped EIl Palqui evolve framaditional agricultural locality to “one of the 1sto

rapidly transformed exporting areas in the whol€lefe” (Murray, 2000b, p.204).

In summary, the key benefits of studying El Paldgithat the region’'s experience under
neoliberalism has been so pure and so completethdtimajority ofparcelerosembracing grape
production. It is thus a truly transformed localishich stands as a testament to the awesome
conditioning power of globalisation, especially whglobal economic forces are allowed free rein
under neoliberalism. And as a region naturally d8dsto grow grapes with a high degree of
population and socio-economic homogeneity (at leashe early years), it should in theory be
possible to isolate those institutional and palitieconomical structures which have shaped the

locality since the mid-1960s.
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Figure 1. Chile Regional Map
Source: GoChile (2006)

igfure 2. Chile’s IV region.
Source: Biblioteca del Congreso




Figure 3. El Palqui Chile: Fielétudy Site Right North-East Corner
Source: Google Earth (2006)

Figure 4. El Palqui Chile. Research Site and Sepa®Parcelaciénes
Source: generated from Murray (1997a)
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2.5. Field Work and Data Collection Methods

The following section outlines my methodologicalpagach used for satisfying the aims and
objectives of this thesis. As previously discussezlected a ‘hybrid methodology’ which included
both qualitative (part a) and quantitative datart(tg. The quantitative data was derived from
examininglos roles (the land tenancy registevhich track land tenure changes over time according
to each plot. The gualitative data, was derivedbatrentirely from a series of interviews with local
growers, and is intended to complement the quéwétalata by unravelling the underlying causes
behind land sales and acquisitions within El Paldlie location specific mixed data was then
combined with an array of contextual secondarycasumn order to situate the ‘local’ in terms of the

wider political transformation that have taken plagthin Chile.

2.6. Quantitative Primary Data: (Parta) Los Roles

In order to track the changes in land tenure fdrdatcelasin El Palqui, | consulted the locadles
which track the changes in land ownership withim Iticality over time. For each parcel of land the
rolesgive the name of the owner, size of the plot asdreesponding reference parcelanumber.
Where a person or company owns two or more platss aften the case, theles continue to
categorise thparcelaas if it is a separate entity- even though initseadultiple plots are likely to be
administered by their owners as whole entitiesg@afly when adjacent to one another. Nonetheless,
this categorical peculiarity is extremely usefainfrthe point of view of this research as it allawgs

to see just how many parcels of land have beeriradgby whom, and within which timeframe.

For the purposes of my research, rolls were useddmine land changes within the locality in five
discrete periods, 1983, 1986, 1990, 1994 and 2B6#.period 1983-1994 | relied on Murray's
(1997a) previousolesinformation collected in 1994. | was able to upedheroles by attaining the
data for 2004. Unfortunately, data for the peri®84-1998 did not exist.

Nonetheless, combining the past and present aeda hble to calculate, update and compare critical
changes within the locality over time, such asdterall velocity within the land marKeti.e. land
transfers per period), and more specific indicauwsh as the number of originphrceleros

remaining by 2004 and their percentage land owipersithin the locality. Likewise, | was able to

6 Land market velocity is a term | have used to dlasche rate of transfers or the degree of flyidiithin the land market
over time. When the number of transfers withinveegiperiod appear to exceed that of previous ialerthe market can be
said to display greater velocity.



21

calculate, for instance, the number of individumiscompanies who have acquired more than one
plot. These were just some of the methods useciimodstrating whether land concentration has
continued since 1994. Microsoft Excel, with itsesgmt sheet format, was essential for organising,
tabling and presenting my findings graphically (skeapter 6).

2.6.1. Problems Encountered

There are a number of problems pertaining to the dallected and the manner in which the data
was obtained. Firstly, it is crucial to point ohat no data was able to be obtained for 1982 mganin
the first period (1983 to 1986) consists of otliyee yearsas compared with the following two
periods that have intervals @ur years(1986-1994). Of course, this data gap is inheritecth
Murray's (1997a) previous research. However, thh@uaccepts this admission is likely to bias the
information by understating the number of land sfars within this period by approximately one
guarter(e.g. 1 year)gspecially when making cross period comparisohat $aid, | would contend
that the data is still useful and comparable sg las the reader is made aware of this statistical

discrepancy.

Of greater concern is the period 1994-2004 as #rerao records for the middle period 1994-1998.
An attempt was made to obtain this data but theggat unsuccessful. In previous years Murray was
granted access to theles but | was not afforded the same access. Somewiaggrstandably, the
authorities were not comfortable in providing syersonal information to the public, let alone a
foreign researcher. Threleswere online, but only for the year 2004, and trexyuired a password
from an authorised person. Fortunately, | was &sklsy an authorised local from El Palqui involved

in the agricultural industry, who kindly providederwith the information for 2004.

Still, not having the data for 1994-1998 createsndlar dilemma to that described above. How
could | compare the last 10 years’ data with patt drganised according to 4 year intervals (with
the exception of one three year interval 1983-8tire lies no simple answer to this quandary. |
could, for instance, attempt to disaggregate the g dividing the latestO yearinterval by two
creatingtwo five yeatintervals (1994-1999 and 1999-2004) to compafe tvé remainingwo four
year intervals andne three yeainterval. Such a technique would, however, be dasea rather
optimistic assumption that the land market remaimede or less constant during the last 10 years.

Yet, this is a highly unlikely scenario and a ratibitrary assumption.
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In order to address this problem, when referrintpéoperiods between 1983 and 1994, changes will
discussed in terms @ihe threeandtwo four yearintervals, as doing so provides greater analytical
debt. Yet, when making comparisons with 2004 figdjrthe data will be aggregated and presented
in one 11 yeaf1983-1994) andne 10 yeaf1983-1994) period. It is reasoned that overgteater
time frame the missing year of 1982 will be legsll to prejudice my findings. Moreover, as the
majority of data is presentable in graphical fommgst graphs displaying changes over time will
include both columns’ from the three and four yiegervals, as well as an 11 year aggregate (1983—

1994) column so as to make comparisons with tiestla0 year period (1994—-2004).

Another concern relates to the difficulty in unciwg who owns a particular parcel of land.
According to Murray (1997b) -— who discovered thisnt during an interview -— some companies
have on occasion bought land in the name of thairager or executives making it difficult to assess
the amount of land owned by specific export comgmrirhe extent of such tactics is unknown, but |
suspect it is relatively rare given the large nundf&ompany names that appeared onadles as of
November 2004.

Finally, as was the case in Murray's (1997a) pneestigation, one serious flaw of thaesis that
they do not tell us the degree to which ‘semi-geslanisation’ has taken place. From 1983-2004,
therolesassume that eaglarcelaretained its original size. However, as later tdapwill show, we
know this not to be the case. We know that manghames even the majority, parceleroshave at
some stage sold a part of thearcela.But theroles maintain the same number of hectares for each
allotted piece of land. Thus | would strongly sugigthat unfortunately theoles are likely to
understate the extent of land concentration wittdnregion. This is undoubtedly a serious gap in my
research, and | call upon the reader to make umthiser own mind when presented with the
gualitative evidence, which although of a smallmnple size, appears to show that the majority of
parceleroshave at one stage or another engaged in pariisiaes. If any thing, this highlights the
importance of qualitative data in telling the Eldea@story, which | will turn to now.

2.7. Qualitative Data: EL Palqui Interviews 2004 (P art b)

In October/November 2004 | carried out a seriemtefviews with small-farmers within El Palqui.
The aim was to interview some 25-30 farmers inrkga their production and output situation,
tenancy status, marketing methods, credit soudsds, levels, investment levels, technology use,

labour sources and their future intentions. In otdeacquire this information, a semi structured
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interview approach was selected which included edlognded questions and open ended,
opinion/experience based, questions. Semi-struttimerviews were aimed at collecting a rich

combination of quantitative and qualitative datad avere deemed most suitable given my limited
time frame and language issues.

Upon arriving in El Palqui, my first goal was to keacontact with those farmers interviewed during
Murray’'s 1994 investigation from the three sepapatecelacionesHowever, as expected, some of
the original interviewees had by this stage sokdrttand, passed away, or moved to a different
locality. In fact, six had already sold their langthe time of Murray's investigation. Still, refg on

the list of names provided by my professor, | affiad to contact as many of the farmers
interviewed in 1994 as was possible.

Although the survey consisted of a number of gaestiaimed at understanding the general
production situation of small-growers, in thoseesaghere an interviewee no longer owned his or
her land, | endeavoured to establish when it whk sbwhom and for what reason (e.g. debt, prices
etc). On most occasions | was able to contact ¢énsop directly. Where this was not feasible or

possible, | spoke with friends, family and otheowgers to collect my information. Wherever

possible | sought to corroborate such informatipasking the same questions to a number of people
within the locality. One person in particular, Rudmn Laffarte, the son of a former interviewee and
small business owner who provides administrativeices to growers, proved to be an essential

guide throughout the duration of my stay.

Of the 20 owners still retaining their land in 1994vas able to interview 15 directly (6/9 from LL,
3/5 from SA, and 6/7 from SR). Information for tteenaining five growers (of which 4 out of 5 had
sold completely) was gained by questioning frieridsiily, and other growers and of course ‘my

guide’. The information was organised and collae@s to make comparisons with past findings.

In addition to the longitudinal aspect, | also perfed another four interviews. Of course, the
purpose of these extra interviews was not for coatpp@ purposes but rather to add additional debt
to my findings, so they are analysed separatelgutiitout. All in all, 20 full interviews were
performed from a population of 73 owners. Howeweugcially, 18 of the interviewees are single
parcela‘small-owners’ of which there remain only 61 reniag, meaning approximately one third

of the entire population of individuphrcelaowners were interviewed.

2.7.1. Issues Encountered During the Interview Pesxs
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During the course of my research | faced a numbehalenges; some of which were expected but
many were not. For instance, before leaving Newlatelhl was aware of my limited research
timeframe, but there was no way of knowing just Fehwallenging such research would be. As an
English speaking New Zealander, with little prigpesure to Latin American cultures and a limited
command of the Spanish language, | tried to prepeself to the best of my abilities by studying
Spanish before | left. Yet on arrival, | soon foumg command of the language wanting when
confronted with a difficult Chilean accent combinatth the general pressures that come with
researching out of one’s comfort zone. Fortunafelythe first 5 or 6 interviews | was assisted by
my partner, who as a fluent Spanish speaker frogetina, helped me ease into my research;
although for the most part my Spanish was far rimieed than | would have liked.

Once on my own, | simply had to make do with myitia language skills. | had a range of set-
questions that | asked and all replies were tapelhter analysis. But although taping allowed me t
capture the interviewees' responses, on many agtasiwas not able to understand the response,
which regrettably meant | could only assume thatdhestion was first, understood, and second
answered appropriately. My lack of Spanish alsalpded me on a number of occasions from

asking important follow up questions that may haffered greater insight.

As a result, following translation, it became agpaito me that on several occasions some questions
had been misconstrued, answered in a confusinganaoneven missed out completely. For this
reason, on a number of occasions | have been ftocadjust my results accordingly. For instance,
instead of having a sample size of 20 for eachtiueghe results are framed accordingttee
number for whom a response was attaimather than the total number interviewed. Thuboalgh

a fixed number of interviews were carried out, mahyhe finding will be framed like sa7 of 15

who answered this question stated that..., or 1@dfale received...etdo doubt these gaps in my
investigation prejudice the strength of my quaitatdata and overall findings. However, in my
defence it is important to make clear that althotinghsample size is indeed small so too is theavhol
population. In hindsight, however, my largest rédgsethat | did not appreciate just how long

research can take when working within a foreigtucaland where major language barriers exist.
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2.8. Additional Information and Secondary Sources

2.8.1. Location Specific Secondary Data, and Infaahinformation Sources

In addition to collecting land tenure statisticgl aarrying out interviews, a number of additional
interviews, anecdotes and documents were gathEmdexample, an interview was performed
with a representative from the multinational expmmpany, Unifruti, who kindly took me on his

daily visits to various vineyards and orchards ulgfmut the region and provided me with some
important background information regarding the cjeanin El Palqui and the role of the export

companies in the wider region.

Furthermore, | also received a copy of a CCC cohtfat belonged to my ‘guides’ father, and for
which | was told- by both my guide and growers- wgcal of CCC producer contracts within El
Palqui. Finally, throughout the course of my inigation, by spending time with the locals and
enjoying their warm hospitality | heard many perdcemecdotes from growers and their families.
Although they were not necessarily obtained inriatt scientific sense, they have still been very
useful in helping me contextualise my findings. dighout the results chapter some of these

anecdotes will be used to add meaning and comtétetmore discrete scientific data.

2.8.1. Non-location specific Secondary Data

In addition to the locality specific data collectedange of secondary sources have been considered
They include statistical information (grape exportl price statistics) from various Chilean and non-
Chilean governmental and non-governmental institisti such as INDAP, the United Nations and
CEPAL (United Nations Commission for Latin Ameread the Caribbean: also ECLA). | have also
consulted the extensive development literaturetinglato Chile and the wider Latin American

continent.

2.9 Limits to my Analysis- ‘Some Thoughts’

2.9.1 Explanation of Aims and Justification of Research Scope

Of course, the areas and question outlined abavéwra few of the many modes of inquiry and
areas | could have touched on throughout the relsgancess. However, due to time, logistical
limitations, and the fact that many questions wowdduire skills in some areas of the social-
sciences of which | have no direct prior experiemdeve decided to, for the most part, examine

the effect of neoliberal restructuring on visibleepomena such as land concentration and socio-
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economic differentiation, rather than provide ahssficated philosophical critique of the free-
market model from a moral or ethical perspectivhisTdoes not mean the ‘model’ will be
immune from criticism, however, but merely stategt i accept that this thesis cannot hope to try

and nail down the final judgement as to the meffitsecliberalism.

For instance, it is not my intention to uncovervibat extent neoliberalism has increased or
decreased the overall wellbeing of the communihatTs to say, given the terms of reference for
my investigation, | cannot objectively say that literalism has made the community worse or
better off. Although qualitative and anecdotal mfiation attained during the interview process
and my stay will help to illuminate the opinionsdagxperiences of various individuals, such an
inquiry was not the centre point of my researcht IYao believe they are essential in helping to
explain much of the goings on and provide a crutimhan element, whilst ultimately leaving it

up to the reader to form his or her own opinion.

Moreover, at no stage do | pretend not to have my perception and opinion in respect of the
effects of neoliberalism in El Palqui or indeed Iehil am comfortable in declaring that the
driving force behind my interest in developments, and indeed the decision to partake in this
thesis stems from a deep personal belief that wanoprove our wellbeing and that of others by
learning to appreciate and understand the strugctanel power dynamics that exist within the
social world which we inhabit. While it is my persd belief that the litmus test of any set of
reforms or policy initiatives is the impact on indiual and collective ‘wellbeing’, | also accept
that ‘wellbeing’ is a rather elusive concept. Thato say, one is eager to avoid the ‘reductionist
trap’ often fallen into by many in the economicsfpssion, who are notorious for their persistent
attempts to reduce human ‘utility’ or ‘wellbeingi bne ‘convenient’ but extremely narrow metric

‘income’.

One cannot simply rely on such proxies to measuitbeing. Beyond certain ‘biological bottom
lines’ (diet, health, shelter) which few would dit@ have an objectively verifiable negative
impact on ones happiness; to a certain degree, irdohdual is essentially the final arbiter of
their own happiness or wellbeing, which is not mseeily a function of ones physical
surrounding or external reality, but rather how qerceives his or hers own wellbeing or

‘reality’.



27

Thus, although at an intuitive level it would setmme that the loss of land in El Palqui, greater
income inequality and increased debt burden wolddepundue stress on a community, and one
would suppose, represent a loss of quality of Bfesh losses would have to be balanced (if even
possible) against other important variables such fiasncial stability, incidence of crime,
environmental quality; access to employment, marketew opportunities and economic
freedoms, the degree of social mobility, materiehith, capital and income; not to mention less
observable- but equally important concepts- suctpail cohesion, cultural identity, self esteem

and stress levels.

But because my research cannot provide such detktnd holistic analysis of ‘wellbeing’, |
intend to limit the scope of this thesis to measyithe degree of ‘land concentration’ that has
taken place in El Palqui since the mid-1990s asdetationship with grower debt and foreign
capital. The idea is to present the evidence staitds. Where opinions and views of interviewees
are presented the reader is invited to make uprhigr own mind as to the more holistic impacts

of neoliberalism in El Palqui and the Chilean coysitle.
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3.0. Globalisation

3.1. Introduction

An essential aspect of this thesis concerns the ewatroversial and often misunderstood
phenomenon of globalisation. In essence, the eat@edemic/intellectual pursuit which this thesis
represents is an attempt to better understand diees and mechanism of globalisation, its
primary agents, and in particular, the way in whgtbbalisation is played out or manifested
within unique geographical spheres. It could beuadgthat ever since colonial times inaugurated
the first ‘wave’ of globalisation, Chileans havadtuated in terms of their attitudes and responses
to globalisation, at times resisting the force (drgligenous resistance against the Spanish
colonists, and during the early™8entury with Creole resistance against the Spanisharchy),

at other times welcoming it (at least among thde@hi elite) as was the case during Chile’s first
outward-orientated free-trade area (1830s—193@$),to turn their back on global integration (at

least of the laissez-faire variety) for nearly tetfentury following the Great Depression.

For the most part, however, with the exception dierde’s rule (see section 5.6), whether
globalisation has been embraced or eschewed ire @h seldom been a democratic affair but
rather the prerogative of the elite. Never has ligisn truer than in recent times. Indeed, under
military rule (beginning in 1973) the Military Jumt without the mandate of the people-
unleashed the most transformative and rapid waveglafalisation yet (thanks to neoliberal
restructuring); a wave which has continued to feeeate under successive democratically elected
and nominally socialis€oncertaciongovernments. These ‘waves’ will be explored inagee
detail in the following chapter. Before this is @pmowever, given the central importance of the
term globalisation to this thesis, it is necess#wy clarify the controversy surrounding
globalisation the ‘term’, globalisation the ‘proséand globalisation the ‘discourse’- especially

as it relates to the discipline of geography.

3.2. Globalisation the ‘Term’

According to Johnston, Pratt, and Watts (2000, 3).5Be term ‘globalisation’ first surfaced
“around 1960 when Canadian media scholar MarshalllMan coined the term ‘global village’
to capture the impact of new communications teatmlon social and cultural life”. Since the
1990s, however, globalisation has developed inteetbing of a household name (Murray, 2006)
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- although there remains much debate, controverdycanfusion over the term. This is because
like other terms within the development studiecalisse such as ‘development’, ‘sustainable
development’ and even ‘poverty’, globalisation isather amorphous and convoluted term that
often eludes definition. Indeed, as we will comese®, some even deny the existence of the
phenomenon altogether preferring to see the prestte of affairs as an extension of
internationalism rather than some new and profathghge deserving the name ‘globalisation’
(Hirst and Thompson, 1996).

However, putting this polemic aside for the momdety would deny that there is a process or
processes underway that are progressively linkimg earths peoples via the expansion of
economic, political, social, and environmental §nlknd most would agree that these ‘links’ are
growing in strength, reach, velocity and intensitie to the seemingly limitless development of
faster and safer transport modes and more efficiemmunications technologies. Further, there
is little doubt that these developments are praively reducing global spatial and temporal

barriers (‘time-space compression’) (Murray, 20@®ntributing to a new and unique awareness
of not only being part of a nation state, regiaty or village, but also a global society (Waters,

2002).

Within this context of an ever shrinking world, thes a concomitant awareness that actions and
events that take place thousands of miles awayaae drastic and even magnified ramifications
for individuals and communities throughout the entilobe or in seemingly unrelated localities
(Johnston, et al, 2000; McGrew, 1992). The wardaq's effect on the global price of oil and the
world economy in general is a case in point. Samegithese actions can also have unintended or
unforeseen outcomes as a consequence of beingfpsuch a complex and integrated global
system. For example, by contributing to an incrdapdce for oil, US foreign policy has
inadvertently strengthened Hugo Chavez’'s regiméesfezuela, whom the US regard as a threat
to the ‘free world'.

Therefore, it would appear that the world todayais increasingly complex, uncertain and

interconnected place. As individuals, consumerd,\aners- whether we like it or not- we cannot

go about our lives without reference to the gloleaken if we do not always realise it. However,

depending on one’s world view, ideological beliefscio-economic position, culture, nationality

or religion, this increasing interconnectedness bwgeen in both a negative and a positive light,
as an opportunity or a threat, a process to beagsdror resisted.
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It is my belief that there is indeed such a protekisg place and it presents both opportunities
and threats; and | intend to refer to this pro@ssglobalisation throughout this thesis. However,
due to the words elusive character, the followiaegks to illustrate the rationale behind the claim
that globalisation is indeed at work in order towvar at a working definition to use as a reference

point for remaining chapters.

3.3. Globalisation’s Antecedents

It is a common misconception that globalisatiom isew process that has emerged over the last
two to three decades, when in reality globalisat®part of an ongoing process that has been
underway for centuries (Cloke et al, 1999; Murra@06). Arguably, ever since humans left
Africa to spread out across the globe in searchesf lands and resources to conquer, people
have been establishing ever greater ties throwgtetrmigration, cultural exchange and empire.
One need only think of the magnificent empireshe Greeks, Romans and Ottomans, or the
great civilisations of the Maya, Inca and Aztecpa-Columbian times (Bulliet et al, 1997).

Notwithstanding the significance of these empined aivilisations, it is, however, important to

distinguish between those processes that haverfiooted’ to globalisation versus the ‘processes’
of globalisation itself. By definition, in order faus to talk of some process being ‘global’, it
necessitates a situation whereby humans havdy/fitisé technological capabilities to traverse the
entire globe and discover new lands; secondly, ntii¢ary might to defend such lands; and

thirdly, and perhaps most importantly, the motiwaél, institutional and administrative capacity
to either settle or retain meaningful contact forextended period of time in order that social,
political, environmental and economic links may elep, feed back into a global system and

have long term global influences.

The first peoples to not only possess such cagiabilbut put them into practice were the Western
Europeans who began their expansionary drive jefstre the close of the T%entury, but by the
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mid-17" century had charted almost every (at least casteh of the globeé However, as

Bulliet et al (1997) maintains;

[W]lhat made Western European expansion unprecedends less to do with what
happened between 1450-1500 than with what hapgdatexd..European exploration led
to the opening of the worlds three major oceanghdishing regular contact among all
the continents for the first time in world historyand showed the ability to move beyond
conquest and capture of existing systems to creeatajor new trading system that could
transform regions almost beyond recognitiofthat is]..., the Europeans did not turn
their backs on the world after an impressive buofséxploration [unlike the Chinese for
example](Bulliet et al, 1997,p. 509).

Since this time, it is useful to think of globali®m as occurring in waves rather than as some
steady linear process (Murray, 2003). The first these waves we might call the
‘mercantilist/colonial wave’ (1492 to the early I80); the second, the outward orientation ‘free
trade’ wave (1850s to the 1930s); third, the ‘depeientalist wave’ (1930s-1980s); and finally,
the neoliberal wave (1980-to the present day).ddfse it is acknowledged that these ‘categories
are somewhat arbitrary in nature. However, | woaltdue that there is sufficient consistency
within each period to warrant such labels. As statiethe beginning of this section, these waves
are best described later in the Latin American @ifdlean context. Although, due to its
unprecedented impact and central relevance todisisertation, the following offers a more

detailed exposition of the latest neoliberal wave

3.4. The ‘Fourth Wave’: Neoliberal Globalisation (md-1970s—2000)

Some countries globalise, and others are globaliséde Third World belongs in
the latter categoryHumala, O. 200&eruvian Presidential Candiddte

7 At the time the Arabs and much earlier the Chinkad similar or arguably superior navigationallskb make such
long journeys of discovery, but showed little irtsrin doing so. Historians debate the exact reaastio why, but it is
generally accepted that both the Arabs and thedgSkiwith their rich trading routes, vibrant cultueend abundance of
luxury products simply lacked the motivation to qaer and settle new far away lands (Bulliet el887: Murray,
2003)
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The above quote by Peru’s left leaning oppositeader Ollanta Humala, in many ways defines
this most recent period of globalisation (or ‘hypdobalisation’), and reveals the negative
manner in which globalisation is often viewed withinuch of the ‘third world’. However,

Humala goes on to talk of the evils of what hescélhe neo-liberal economic model that has
failed to benefit our nation" and is critical ofethole of multinational companies that he argues

"offer no benefits" to the people of Peru, and kped a “new division” in the world.

Thus, as the article progresses it becomes clean, that Humala is using neoliberalism and
‘globalisation interchangeably, as if they are symous’ with each other. But if we accept, as |
already have, that globalisation is not a new mscthen it would in fact be misguided to refer to
‘neoliberalism’- a relatively new paradigm (albeite based on 8century classical-economic
theory) - with the much older process of ‘globalisationhuk it seems Humala is not so much
talking about globalisation per se, but more sjpealll, the latest wave of ‘neoliberal
globalisation’ which many would agree has had afqumadly negative effect on the Latin

American continefit

Humala can be forgiven for confusing the two pheanangiven their close relationship over
recent years. Although neoliberalism and globabsamay not be the same thing, neoliberalism-
with its emphasis on restricting the nation staterider to encourage freer international trade and
foreign investments flows has unquestionably been the pivotal force inidgthe extremely
rapid globalisation phase since the late 1970s;rethethe ‘developing world’ was indeed
actively ‘globalised’ according to the ideological values and economiterésts of the
‘globalisors’ (see chapter 4.4).

These ‘deliberate’ structural reforms were instratakin assisting some of the worlds largest
corporations in their efforts to branch out froneitiformerly stagnant ‘Fordist type’ production
systems to ones based on flexible factors of pragluevhich are inherently global (Bilton et al,
1997; Murray, 2003). Thus, firms came to possesonly the financial resources and technical
capacity to act strategically at the global leved bow enjoyed the kind of ‘economic freedoms’

(Johnston et al, 2000) necessary for searchingtlmge localities which offered the most

8 For instance, it is unlikely that Humala would kmhthe spread of Latino culture, music and languhmpughout the
world and the fact that he can make such as qum&ay and it be transmitted by global telecommatioas systems
to be included in this dissertation the followingygdhowever, these are all possible due to glodadis.

® Via the rolling back of tariffs and subsidies magks, deregulation, government social spendingtfamgromotion of

privatisation and liberal foreign investment laws.
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beneficial ‘investment climate’. Effectively, thimeant those areas with lower labour costs poor

worker protection and limited environmental regigiat(Bilton et al., 1997, p.64).

Nowhere is this new wave of globalisation betteitagpised than in the numerous ‘free trade
zones' throughout the developing world whereby §rmoperate within a virtually stateless
business climate insulated from the rules and edmguls of the nation state in which it is
physically located. Moreover, the fact that firrhatt chose to locate in such de-regulated zones
can leave with relative ease means they can, énses hold governments to ransom; demanding
that polices and conditions meet their expectationkimately weakening the economic
sovereignty of the recipient natin Because of this Ohmae (1990, p.65) argues theseth
corporations “operate globally without any real cem for place”’ And their ability to alter and
temper the nation state according to Bilton etl@9F) makes TNC the ‘true global actoasid

the primary “shapers of the global economy” (Dick&A98, p.7). This is certainly the case in
Chile where according to Gwynne (2003, p.314) tfriNC are becoming the main agents

linking local spaces of production to global maskétvestment and technology”

Thus, | would argue that neoliberalism and gloladilis are two separate but interrelated forces,
with neoliberalism steering, and some might evaguarbulldozing- the way for a particularly
rapid phase of globalisation. Certainly, the restilheoliberalism restructuring in both the ‘first’
and ‘third world’ and former communist Eastern Epedias seen a rapid and sometimes ruthless
shattering of time and space and has contributabetdeeling that we are now inhabitants of a

profoundly different world.

3.5. Debate within the Globalisation Discourse

It has been argued that globalisation is not a plegnomenon but a process that continues to gain
in velocity as it rides the crest of global cap#tbxpansion. It is also apparent that although
globalisation is at work this does not mean theladvizrnow a globalised one.

In examining the extent to which today’'s world Iskalised, a good place to start is to try and

envision what a ‘truly globalised’ world would lodike, that is, in essence, a world where the

10 Although it is claimed by many that Multinatior@bmpanies (MNC) actively lobby and influence goveent
policy. States are inclined to meet their standargdow in ‘a race to the bottom’ to receive inwasht capital (Bilton,
1997).
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nation state ceases to exist. Whilst acknowledtfieglimitations in imagining such an alternate
reality, one might envision a world which essehtidunctions much in the same way that
individual nation states currently do. This wouléan a world whereby a world government has
the role of protecting its ‘global citizens’, calling taxes, allocating public resources, and
maintaining the rule of law (Bilton et al, 1997 histon, 2000). It might also necessitate the more

or less free mobility of people, goods, services eapital throughout the globe.

Envisioning the world like this forces us to accépt today’s world is far from globalised. As
Johnston (2000) rightly states, at present “th@naitate is not merely passive and market forces
are not simply rampant” (p.534). This has led a benof thinkers to conclude that globalisation
is a myth; a mere extension of internationalismrgtHand Thompson, 1996). But although the
world is not yet, and may never be, truly globalisthere is every indication it is a rapidly

globalising one (Murray, 2006).

Indeed, according to Giddens (1990) and Robert$882) the evidence is simply overwhelming
that “the dynamics of contemporary globalisatioa mot reducible to what goes on at the level of
the national state” (paraphrasiedBilton et al. 1997, p.59). In other words the ‘lggd whole is
greater than the sum of its parts”. Today there global intuitions and global events that
challenge the ability of the Nation State “to pieetits claim to a sovereign monopoly over its
bounded space and to protect its citizens fromreaténcursions” (Johnston, 2000, p.534). Thus
we see supranational bodies such as the Europe#@mn,Uthe North American Free Trade
Agreement (NAFTA), the World Trade Organisation (@)T the United Nations (UN), the
International Monetary Fund (IMF) and the World Ra(wB) to name but a few, and
phenomena such as global climate change, the Aisiancial crises and the surge in global oil
prices as a result of the political instability time Middle East, all serve to remind us of our
increasingly integrated existerite Furthermore, as already discussed, since the s1980
particular, TNCs have been able to use their himga€ial and political leverage to force states to
adjust to meet their business requirements; aradsimilar vein, the WB and the IMF used the
debt crisis to remodel whole economies- often ajdire will of the majority of people.

Even those groups of organisations who often clkairbe opposed to globalisation harness the

power of this phenomenon when convenient. For m&aNGOs such as Greenpeace, who

1 The WTO organisation, with its ‘rule based’ trditieralisation agenda, already has the abilitytteak the economic
sovereignty of states by enforcing binding tradeeaments.
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lament many aspects of ‘globalisation’, also usel#iest communications technologies such as
the internet to rally support and mobilise ‘gloluitizens’ from hundreds of nations on issues

which transcend the nation state such as globabtd change, deforestation or bio-diversity loss.

It is also increasingly the case that individualst just nation states, TNCs and NGOs, act
globally too. Individuals are increasingly awarattthey are influenced by the global as much as
the local and they act accordingly. According teiglmgy, they act ‘reflexively’ “by examining
the behaviour of the self and others” in responsthe social conditions and experiences of late
modernity”; where late modernity could easily béstituted for the term globalisati¢Bilton et

at, 1997, p.668).

3.5.1. The Globalisation Paradox: The Importance dlace in an Increasingly

Integrated World

Given this seemingly limitless interconnectedn@se] time space compression, some claim the
world is becoming increasingly homogenised tendimgard a monocultural world- a world
characterised by ‘placelesness’. Within the geduayagiscipline this discourse has been referred
to as the ‘end of Geography thesis. Proponentkigfhilosophy question the role of Geography
given its overriding concern for space, and itaufoon ‘place’ in a world which is increasingly

characterised by events and actions taking platteeaglobal level (Murray, 2006).

But as Murray (2003, p. 19) points out, it paysée globalisation not so much as a ‘blanket’ but
rather as a ‘net’, as globalisation “does not affegerybody equally and is not making
everywhere the same [although] everything is irgirgdy defined in relation to it". Thus, no
matter how powerful such global forces might becotmese forces must still interact and
manifest themselves within the local. Thereforeoading to Bilton et al, (1997, p.318) with

globalisation we are experiencing;

Simultaneous integration and fragmentatiofvhich] “need not necessarily mean
greater unity and uniformity... [because]...the parécu character of individual
countries, of regions and localities interact withe larger scale general processes to
produce quite specific outcomes.

Thus, if anything globalisation is creating a wortdhere no clear new structures are

discernible...” wherein “unevenness in developmengater inequality, increased division and
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difference” are the norm (Bilton et al, 1997, p.Bl8Iso Cloke et al, 1999; Murray, 2006].
Precisely because of this de-fragmentation andaspaievenness, | would agree with Murray
(2003) that- perhaps now more than ever- the stdidyeography is critical to helping us better
understand and track the complex, widespread grid thanges occurring in diverse spaces or
within different geographical spheres (Murray, 2363

Importantly, if this is so, it also means that aa, communities and individuals are not merely at
the mercy of some globalisation juggernaut. Celtagome aspects of globalisation are difficult
to combat but it does not pay to see the proceggatfalisation as completely deterministic
(Murray, 2006; Lewis, 2002). As Johnston (2000, 3g)5 maintains, “[tlhere is a general
consensus among political theorists that while gbeer of the state has been eroded....it is a
myth to claim that the state has no influence awer impacts of such globalising process”
(Johnston, 2000, p.534).

To view globalisation in this sense brings the gsial inline with Giddens’s ‘structuration
theory'. According to Giddens (as paraphrase8ilton et al, 1990, p.670), ‘structures’, defined
as “the frameworks and patterns of organisationghyhn some way, contain or direct human
behaviour”, play an important role in defining diwves. But as individuals, or collectively as
communities and states we are also “knowledgeadpata” who can, and do, possess human
agency. That is, we posses the ability to reflattoor present situation, analyse prevailing
structures and act to “change and influence eve8tgth a dual process is said to be at work with
globalisation where “structural features are ingligsly bound up with actions, being either
reproduced, or transformed, by these actions” gi).5

Therefore, as global links grow it is unlikely thveg¢ will see the demise of either distinct cultures
or the importance of place. True, the consolidatadntelecommunication networks, socio-
political and socio-economic links may lead to easind greater convergence of cultural ideas
and norms, yet it seems inherent to the human tiondhat people will always- perhaps out of

12 For instance, Chile has been notable for its uréivestment driven ‘fruit export miracle’ thaatrsformed the
countryside. However, due to the logic of interoasil commerce most foreign investment has beenectrated in
specific regions and has affected socio-econonaaps differently. Within Chile foreign investmergnetration is
manifested in clusters, transforming some areatevatiher nearby towns are effectively bypassedrantin
producing traditional crops for local markets. Amithin such clusters globalisation has had a profty different
effect on different socio-economic groups. Largetfers have managed to cash in on the ‘fruit mitablet many
smaller farmers have struggled to meet paymenthawne been forced to sell land and rely on low pgugrecarious
seasonal workMurray, 2002a). These types of processes are rairat the global scale, with people, capital and
resources penetrating some regions while bypassirags.
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resistance to the hegemonic power or culture- deffremselves, not necessarily by the nation
state, but by the localities they live in, as igatly the case within many current loosely arranged

nation states (Quebec, or even within the USA).

3.6. Globalisation Defined
Having examined globalisation, it is now possitdedevelop a working definition which will
form the basis for further reflections on this ptwenon throughout the remainder of this

dissertation. The definition is loosely based oak@let al (1999) and is somewhat unwieldy, but

is necessarily so due to the intrinsic complexitthe phenomena. Thus, globalisation;

(1) refers to the ongoing process whereby by thdd'goeconomic, political, social,

cultural and environmental spheres - as a result pobgressive advancements in
transport and communications technologies and esooanotives - are increasingly

converging on one another fostering ever greatéersependence between the earth’s
peoples (Cloke et al, 1999). (2) And although satile deny its existence, “in the

contemporary world the scale and extent of socipblitical and economic

interpenetration [particularly the power, reach armstope of TNC] appears to be
qualitatively different to international networks the past (Cloke, 1999, p.337). (3) But
contrary to common belief, globalisation is not essarily making every locality the
same; indeed, it is just as likely to produce spatinevenness, fragmentation and
exacerbate power-asymmetries within and betweeinsgtregions, communities and
different socio-economic groups. (4) Nor must itcessarily be conceived as an
inexorable force, as to some extent its conditigniendency’s may be tempered and
actively mediated by different agents includingivittials, communities and nation

states (albeit with some difficulty).
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4.0. The Latin American Political Economy

The following chapter begins with a brief explaoatiof Latin America’s political-economic
changes from colonial times to the end of World WgWWII). The intention is to provide a
wider context in which to examine the more recemtetbpment experiences within the region
latter in the chapter; in particular, the rise amftbence of structuralist economics, its eclipge b
neoliberalism during the 1980s (or early 1970s ile€} and both models contribution to the more

recent neo-structuralist discourse.

4.1. From Discovery to Revolt (1542-1820s)

When Columbus inadvertently discovered the ‘New M/dn 1492, the Americas were inhabited
by a ‘mosaic’ of peoples and cultures ranging ftbegreat empires of the Inca and the Aztecs to
the hunter-gather tribes of the Amazon and the wi@nearriors of the temperate north and
southern cone (Newson, 1996). Yet armed with ggesmns, an insatiable thirst for gold and
silver and religious zeal, the Iberian nations tipalarly Spain, rapidly laid waste to once great
ancient empires, subjugating the indigenous peoghek their cultures in the process (Ward,
2004; Blouet et al, 1997). In doing so they semmiotion a process that would, in time, see the
continent cast in a shadow of European dominathowl, lay the ground work for what would
eventually become a truly global economy (News@96).

The first key agents of Spanish colonisation wdweconquistadoreswhom on behalf of the
Spanish Crown, were granted various privileges xnhange for their work exploring and
breaking in the continent (Newson, 1996pnquistadore®njoyed a high degree of freedom in
these early years, but once lands had been comfjtlerecrown moved to centralise its control
over the New World as “the prime aims of the Spaaisd Portuguese crowns were...to ‘civilise’
and convert the native population, as well as folaiit and the regions natural resources as a

source of profit (Newson, 1996, p.18)"

With these goals in mind the Iberians promptly meghundering the treasures of the indigenous
peoples in heavily populated regions. Plunder requiittle effort or investment and so at this
stage in the colonial process mining was favouregt @griculture (Dietz, 1995); the colonist
preferring to rely on Indian tribute to meet the&eds. Such plunder was short lived however.
Once these sources were exhausted the crown tiisregttention to more capital intensive mining
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in the Mexican and Peruvian highlands (Newson, 19@6the 18' Century Potosi in upper Peru
and Zacatecas and Guanajuato in Northern MexicarbecSpain’s jewels of the Americas. By
the last quarter of the f6entury silver bullion accounted for about 90%Latin America’s
export value (Newson, 1996).

The establishment of large mining towns had a satiud effect on other economic sectors, such
as basic manufacturing and agriculture which camspply food and other basis commaodities to
miners (Newson, 1998) But as Ward (2004, p.2) states;

despite their apparent natural advantage- rich mah@eposits and extensive areas of fertile
land- the Latin American colonies did not achieustained growth in output per head of
population, or in manufacturing and commercial git}i as a share of output. By the early
nineteenth century the region’s economic developroempared unfavourably with that of

Britain or the US, where rapid industrialisation san progres¥

There are numerous competing explanations as to letiyn American development lagged
behind other areas of the ‘New World’ during theiga: of Spanish rule. Some note the Spanish
Crowns heavy handed mercantilist polices whichvabtidiscouraged the production of goods
such as wine, wool, oil and other manufacturershin colonies (Newson, 1996; Blouet et al
1997)°. Others refer to the overly burdensome taxatiegall barriers and limited transport
facilities which stymied investment and trade (W&@04). But most would agree, however, that
the highly inequitable and inefficieritaciendasystem, which tended to concentrate the best
agricultural lands among a select few elites whaagad their estates “carelessly”, militated
against the adoption of more modern and efficignicaltural techniques (Newson, 1996, Ward,

13 Up until 1549 when it was outlawed, labour wasamiged under thencomiendasystem- a system that granted
colonists, churches and agents of the state ti tigextract tribute from Indian communities iretform of labour
services or goods in kind (Bernstein, 2000; Newd®®6; Ward, 2004). Unfortunately this was not ¢nel of forced
labour practices. Replacing the encomienda systamam equally oppressive forced labour regitmerepartimiento
system(Bernstein, 2000; Newson, 1996) which stidimpelled native communities to supply workerstfines and
farms, but attempted to provide protection by lingtworking hours and requiringncomenderoto pay them a fair
price. Another was debt peonage whereby poorly damgmns were actively encouraged to incur exceskiés and
were effectively bound the land until such timetttiee debts could be repaid (Bernstein, 2000; New%896; Sachs,
2005). In Portuguese Brazil and the Guiana’'s wéee relative scarcity of indigenous labour and ttaetipular
production structure of the sugar plantation sydemhto the importation of millions of African Sles from the Central
Congo and Angola (Ward, 2004; Newson, 1996) .

1 This point is also supported by (Bulliet et al9T

151t is widely believed that Spain’s relative abunde of ‘easy mineral wealth’ enabled Spain to detdigrming its
antiquated feudal system and mercantilist tradieigsl which in turn delayed the industrial revaat and ultimately
led to the decline of the Spanish empire (Berns000; Dietz, 1995).
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2004) (See chapter 5 offers a more detailed assessnf the inefficienthaciendasystem in
Chile).

4.2. Independence and the Era of Commercial Exparsi

From 1808 Latin American colonists fought fiercdépendence struggles against the crown and
by the mid-1820s had successfully brought indepecei¢o the regiofi. Nevertheless, following
independence, territorial disputes and politicastability blighted the regions economic
development until the mid-1850s (Blouet et al, 19ietz, 1995; Ward, 200%)

After the mid-18 century the region resumed its economic interaatiith the outside world. By

this stage, however, the emerging internationalnesty had undergone a revolutionary
transformation. Western Europe, particularly Britaand newly independent North America,
where now the world’s undisputed power players tade rapidly industrialising powerhouses
had an insatiable thirst for primary products (B¢em, 2000; Blouet et al, 1997). Rich in natural
resources, the Latin economies seized the momelnstituting their hitherto ‘dependence’ on the

Iberian core, for a new type of dependence, thig tivith the core industrial econonrigs

Under Spanish rule transport limitations had rettd Latin America to the exportation of mainly
silver, gold and a few non-perishable commoditisshsas sugar (Bernstein, 2000; Newson,
1996). New advances in transport and communicatioasely railways, steam shipping and the
telegraph- were rapidly compressing time and spaeking possible the shipment of ‘bulk
cargos’ such as coffee, wool, grain, meat, cottimates, and base metals (Bebbington, 1996;
Murray, 1999; Ward, 2004). Crucially, this meanattthe formally peripheral or economically
backward areas of the Spanish empire, such as twsgries of the Southern Cone, Argentina,

16 By the late 18 century, a number of external events were critinafostering Latin America’s independence
movements. First, there were the examples of theessful independence movements of the North Armwesiagainst
the British and the Haitians against France (Blaietl, 1997) and the enlightenment ideas whictetlad the revolts-
particularly the liberal critique of absolute moctay which appealed to the increasingly ambitiousol& elite who
were eager for greater political and economic aaon (Bernstein, 2000; Bulliet et al, 1997; Diet895). Thirdly,
Napoleon’s invasion of the Iberian Peninsular ir088veakened Spain militarily, but perhaps more irgly,
severed any remaining loyalties to the Spanishntéhras Napoleon proceeded to remove the ‘legitincadavn’
installing his brother to the throne. Thus, in 184@on after Napoleon invaded Spain, Spanish LAstierica erupted
in revolt against the Spanish Crown and by 1826tmbthe continent was no longer under direct Sgfanile (Blouet
et al, 1997).

TTerritorial disputes eventually lead to the creaiid 15 independent states (Dietz, 1995; Ward, 004

18 Despite Spain’s bests efforts, by thé"k@ntury already nearly 90% of manufactures werngoited from outside.
Thus, even prior to independence it was becomimpguant to the colonial elite that the underdevelofterian core
perhaps needed the Americas more than the Amereszed Spain (Blouet et al, 1997; Newson. 1996).
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Uruguay, Chile and southern Brazil, became Latirefioa’s leading economi®sand a preferred
destination for British capital (Bulliet et al, IB9Newson, 1996.

As Latin America became more integrated into tlubgl economy, theompradorclasses (Latin
America’s elite) and northern industrialists becabmmund in a relationship of commercial
convenience (Parpart et al, 2000). Underpinning thlationship was a particularly persuasive
economic doctrine- neo-classical economics. Acogydo this doctrine, it was assumed that so
long as each country produces those products famhwhey have a lower opportunity cost (i.e. a
comparative advantage in), then trade will be méséch to the benefit of all involved (Sachs,
2005). For Latin America this meant producing priyngroduct exports in exchange for
manufactures and luxuries produced in toee (Green, 1995; Murray, 1999). As the wealth
poured in Latin America’s elite felt vindicated their support for the ideals of economic

liberalism (Dietz, 1995). But underlying the modeadre serious equity and structural weaknesses.

The export booms provided exorbitant wealth tolacsdew landed elite. But by 1900 the vast
majority of ordinary Latin Americans saw little the way of material advancement or greater
living standards (Murray, 1999). If anything inetityaintensified. Consequently, the “widening
income disparities between rich and poor held badlkstrialisation by limiting the demand for
simple manufactures|with] the elites preferring luxury imports” (Bulm&homas, 1994}. As

a result, even the most prosperous economies ofclle€hile and Argentina, “failed to achieve
high levels of domestic investment in manufacturlate in the 19 century, despite rapid

accumulation of wealth from traditional exports'ulBet et al, 1997, p.663}

For the time being, however, the booms disguisedsthuctural limitations of relying on a select
few, seemingly lucrative, primary-product exporBilfiet et al, 1997). This was all to change
however in the early #0century when a series of external shocks pretguitthe decline of the

free-trade laissez-faire model and brought an endhé absolute dominance of the export

oligarchies.

19 Chilean wheat exports increased 14 fold betwedsIB95 and Brazilian Coffee 13.5 fold between 18820
(Bebbington, 1996).

20 By 1914 Britain was still the main trading partéiChile, Argentina and Uruguay, and owned ovéf dizall long-
term foreign capital investments in the region (Bibet al, 1997).

21 Also, hacendadogowners othacienda} preferred to practice extensive agriculture sy on their cheap and
abundant supply of rural labour rather than adomtenmodern efficient practices.

22 Only Argentina managed to raise its per-capitaltiida a level comparable with the USA and Canadthpugh it
lost ground after 1914 (Bulliet et al, 1997).
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4.3. The Crisis of the Free-Trade Model

World War | (WWI) was the first serious externaises to hit the continent. The war closed off
markets to the north, and with the Allied econongieared to the war, imports were scarce. This
hurt many Latin American producers and middle meat had the unintentional bonus of
stimulating new nationally owned manufacturing isiies. Then, in 1929, the New York stock
exchange crashed generating a ‘Great Depressioichwhverberated around the world leading
to a 60% decline in international trade. Primamydurcers, highly integrated as they were into the
global economy, were hit particularly h&tdBut again, in somewhat of a silver lining, thesisr

did at least offer a further impetus for Latin Amgats burgeoning manufacturing sectors which
grew prosperous substituting local manufactureddgofor those products formerly procured
from the core industrial economies of the northei 1995; Green, 1995; Ward, 20t4)

The growth in manufacturing had political-economénifications for the region altering the
traditional political balance of power within mahgtin American countries. Manufacturing led
to a greater concentration of people living in anigrating to the cities, and critically, helped
stimulate a new class to rival the traditionaleslithe ‘middle-class’. Then, if there was ever any
guestion that the export oligarchs might regairrtbentrol of the state and its institutions, the
outbreak of the WWII put this beyond doubt.

4.4. Post-World War Il and the Emergence of StateDevelopmentalism’

For manufacturing, the war years were a time ofujno As in WWI, during the second ‘Great
War' the Allied economies had little spare capatityexport manufactured goods to the ‘New
World’ (Alexander, 1995; Kay, 1989). Shielded froforeign competition the domestic
production of spare machine parts and consumersgoodtinued to increaSeBy the end of
WWII many Latin American economies were virtuallglfssufficient in terms of processed
foodstuffs, textiles and shoes, pharmaceuticaleece and paints (Alexander, 1995). In the larger

23 According to Green (1995), during the 1930s, rhasin America countries “experienced growing poyesbcial
unrest, repression, recession, and default on plit6).

24 During this time a number of manufactures in Mexi€olumbia, Brazil, Argentina and Chile were sisstel in
expanding their operations in footwear, clothingusehold goods and agriculture machinery (Blouetletl997).
Between 1928 and 1938 Brazil's industrial sect@wgian astonishing 45%, Chile 39% and Argentinailbvary
respectable 35% (Heenan et al, 2002, p. 24).

25 According to Blouet et al (1997), “the Manufachgisector of most LA countries grew in excess offEannum
during the war years, [although he concedes]...tiastarting base was low”.
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economies of Mexico, Argentina and Brazil there \wwasenormous increase in steel production
(Blouet et al, 1997), and other heavy industrieeXAnder, 1995).

However, despite experiencing significant growthimy the war years, memories of the Great
Depression continued to play on the minds of mmditis, primary producers and industrialists
alike (Lewis, 2002). Most Latin American governnwibnsidered it prudent to play a greater
role in the economy to reduce dependency on thes nmulustrialised North and avoid another
depression (Alexander, 1995; Heenan et al, 2002)lekstandably, therefore, economic autarchy
was increasingly viewed by Latin American leadexgnomists, industrialists and citizens alike
as an attractive alternative to the unbridled edipin of the late 19 and early 28 centuries
(Heenan et al, 2002). So from this point onwardatesintervention and Import Substitution
Industrialisation, which initially began as an askhlresponse to an external crisis, developed into
a conscious and coherent regional developmentegirdbased on the precepts of the newly
established theory of structuralism, to which httm now (Alexander, 1995; Kay, 1989; Green,
1995; Heenan et al, 2002).

4.5. The Ascendance of Structuralism

Although this thesis is primarily concerned witle thgrarian sector, given the interrelated nature
of economic development, structuralism has hadvgoitant- albeit not always positive- impact
on Latin America agriculture and the Latin Americpeasantry. Most notable, has been
structuralism tendency to promote Import Substtutindustrialisation (ISI) which is widely
regarded as having favoured the industrial/urbanose whilst neglecting the countryside (e.g.
‘urban bias’). As such, the following discussestiie sectors in relation to one another in order

to arrive at a more complete picture of agrariaange in Latin America.

As outlined above, between WWI and WWII Latin Antariunderwent a tremendous economic
transformation. Not surprisingly this transformatiowvas closely paralleled by academic inquiry
into the mechanics of this significant ‘structurahift and its potential consequences for the

26 Unfortunately, due to space limitation my analysfighis earlier historical period is necessaréyse. This is in no
way to imply, however, that Latin American courgtieomplex histories are reducible to a mere fiaggs. On the
contrary, to borrow the words of Ward (2004, p. ‘19tin America is a large and diverse region. Tibs short study
cannot do justice to the great range of variatietwieen particular countries” and within countridewever, chapter 5
will offer at least a detailed assessment of Chilalique political-economic history.
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region. Driven by the rise in multilateralism chagistic of the post WWII global-political

economy, and under the auspices of the newly ésitall United Nations, the Economic
Commission for Latin America (ECLA) was establisiadl947 and charged with the role of
providing policy advice and strategic direction ftive region. Headed by the exceedingly
competent executive director Raul Prebisch, the £Came to have a profound influence over

the region’s economic development (Ward, 2004).

As head of the ECLA, Prebisch’s intellectual cdmition to Latin American development theory
was nothing short of revolutionary. Prebisch wathesed and excited by the region’s recent
industrial expansion, and less than two decadee s$ire Great Depression devastated the region,
was unsurprisingly pessimistic towards the suppdmatkfits of ‘outward-orientation’ preached

so dogmatically by neo-classical economists anetiraders.

Consequently, Prebisch and his colleagues sougtevelop a ‘holistic’ and distinctively ‘Third
World’ development theory (Kay, 1989) that, unlittee popular modernisation theories of the
time, or the formerly influential neo-classical thies of Smith and Ricardo (Ranis, 1981),
recognised the unique historical ‘conditioning’ tfars which had driven the region’s economic
development since colonial times to independendedatermined Latin Americas ‘positionality’
within the international economy (Kay, 1989; Ocamp@95).

Attacking neoclassical economics, Prebisch rejedteal assumption that the international
economy was made up of various states voluntanigaging in mutually beneficial trade for all
(Ayres, 1995; Kay, 1989; Ward, 2004). On the cagtrae argued the international economy was
a hierarchical system, consisting of a powerfulustdalised core (exporting manufactured
products) and a comparatively weak and economichdlyendenperiphery (exporting primary
products). Thus, given the ‘unequal exchange’ iehein this ‘global-division of labour’, he
maintained that free trade would only serve to deeghe periphery’s subordination and
dependency on the industrialised core (Ayres, 188%; 1989; Ward, 2004).

27 Some have argue that this theory was politicallyvenient as it very much suited the interestndéistrial UK at
the time who required an abundant and steady s\gdphw materials to fuel its industrial growth aagricultural
products to feed the swelling urban labour fora tuch rapid industrialisation created. By theeamken, the free
market system also suited Latin America’s poweddnbed elite who specialised in producing agricaltproducts in
exchange for manufactured goods and luxuries ptsguroduced within the industrial core. Moreovhg theory
proved politically convenient in the sense thathisolved the State from any responsibility to itizens as it was
assumed that the market would provide for theineaac and social wellbeing. Besides it was argied any
government intervention would only create inefficiges that would stand in the way of material pesgrfor all (Kay,
89; Green, 1995; Gwynne and Kay, 2000)
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It was this disillusionment with the ‘a-historicahd overly optimistic assumption ridden neo-
classical orthodoxy, which led Prebisch to seek igogb support for hiscentre-periphery
subordination model. By examining trade statisHesbisch discovered his ‘smoking gun’ which
confirmed his suspicions; that over time the ‘teraistrade’ tended to shift against primary
product exports in favour of manufactured goodsbRch had thus uncovered what he deemed
to be the mechanism for which the internationalnecoic system discriminated against the
peripheryin favour of thecore As a consequence, no longer was ‘developmenti as& merely
linear or ‘mechanistic’ process whereby a particldaonomy moved from an economically
backward state (or traditional society) to one ahtmrised by the era of mass consumption as
modernisation theorists maintained at the time (K&®89). Quite the reverse, ‘development’ and
‘underdevelopment’- in the words of André Gundeartk- were ‘two sides of the same coin’.
That is to say, it was ‘development’ itself withime industrialcore which created and reinforced
‘underdevelopment’ in thperiphery(Ayres, 1995; Kay, 1989)ith this in mind, Prebisch then
returned to the realm of theory were he proceedexticulate an original, empirically grounded,

development discourse which would have wide spreadifications for the entire continent.

4.5.1. The Prebisch Secular Decline Hypothesis

Prebisch’s investigation into the ‘reality’ of thggobal trading system uncovered a disturbing
trend of primary product exports declining in valigative to manufactured goods over time

(Kay, 1989; Ward, 2004). The decline was not totdden lightly as according to Prebisch it

effectively ensured that technological progressldioemain concentrated and diffused within the
corein a virtuous cycle of technological developmemd @apital accumulation (Ocampo, 1995).

Meanwhile, the periphery languishes in a cycleadrh and bust, with export demand and prices
being determined by forces beyond their contrahasGreat Depression so brutally demonstrated
(Ayres, 1995).

But if the decline in terms of trade described fitecess for which the core maintained its
dominion over the periphery, what mechanisms catisedecline? Prebisch articulated a number

of reasons, both on the demand side and the ssjujdy

Firstly, on the demand side, he discovered thahgmy product exports (PPEX) were generally
income inelastic. This meant as incomes rose irctine economies, demand for Latin American

exports would not increase proportionally- resgjtin declining terms of trade for Latin America
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exports vis-a-vis manufactured imports produceth@North (Ayres, 1995; Kay, 1989). Second,
he argued that the market for manufactured goodsalaracterised by oligopolistic producers
who kept prices high. The market for PPEX was imt@st highly competitive (within and
between nations) and characterised by numerousitsids which ensured PPEX producers were
essentially at the mercy of world prices, or inremmic speak, were merely ‘price takers’ (Ayres,
1995; Ward, 2004).

To make matters worse, according to structurahstkers, there was also a tendency for
technological innovation in theoreto either replace or reduce the quantity demaidgdimary

products as new innovative production techniquesrged (Ocampo, 1995; Kay, 1989; Ward,
2004). The sudden collapse of the Chilean nitmatiistry following the German discovery of

synthetic nitrates after World War | is often citegla case in point (Collier et al, 1996).

These issues were further aggravated by problentkeosupply side. Prebisch argued that while
technological progress benefited the core in tmfof higher profits and increased wages (due
to pressure from unions), in the periphery the dbuane of surplus labour and a lack of unionism
(due to political repression, social conventiorttm generally disorganised nature of agriculture)
meant that technological progress, if anythinguoed labour demand, depressed wages and did
not lead to higher prices or greater technologiifflision (Ayres, 1995; Kay; 1989; Love, 1995;
Ocampo, 1995).

Wider political-economic changes within the intdiomal political economy were also of grave
concern for structuralists. The historically peaulsituation which saw high demand for Latin
American exports during the war but low competititam the ‘Old World’ and the United States
was not expected to persist (Lewis, 2002, Murr@2b). Especially considering the war had led
to the eclipse of the formerly open British econohyythe much more ‘inward-oriented’ self-
reliant US economy (Love, 1995), who Structuralgiasidered to have a far lesser propensity to
import primary products (Ayres, 1995; Kay, 1989). light of these findings structuralists
recommended “the periphery become more like thetreen(Ayres, 1995 p.86). Thus,
governments were advised to intensify their alrgamyexisting 1SI policy until such time as they
could compete with the core on an even keel (Ayi885; Kay, 1989; Murray, 2002b; Ward,

2004); although no specific time frame was mentibne

4.5.2. Structuralism: From Theory to Revolutionaiyevelopment Model
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Before discussing the details of the ISI model imdnplications for the region, it is important to

clarify that structuralists were by no means ardifket, anti-business, or anti-trade (Kay, 1989;
Lewis, 2002). They were well aware of the dynanfficiency that international market forces

can facilitate, but believed that these benefitaldoonly be attained by first tackling the

‘structural barriers’ inherent within the interraigl division of labour. Structuralism, therefore,
merely called for significant structural changeshe economy (esp. industrialisation), “to make
the market work” (Murray, 2002a, p.194) in ordemprepare the Latin American economies for
their eventual reinsertion into the internationabmomy on their own and more equal terms
(Lewis, 2002).

The ECLA recommended that states adopt a varietyptefventionist policy tools in order to
reduce the region’s economic dependence on thestinaicore (Kay, 1989; Lewis, 2002). The
subsequent adoption, intensity and time scale bflifred across Latin America according to,
among other things, population size, political egss, and the political will of leaders and
industrialists. However, for the southern cone ecaies at least, there was a surprising degree of

uniformity of purpose and consistency of methothtomodel’s implementation.

Latin American governments responded with a rarfgeratectionist tools including significant
tariff and non-tariff barriers (e.g. quotas ancetising restrictions) on imported manufactured
goods that threatened to out compete fledging doenpsoducers (Kay, 1989; Green, 1995);
maintained an artificially high exchange rates sdadiscourage exporters and bring down the
cost of capital goods and other necessary inputeefc 1995)(this was also achieved by
maintaining multiple exchange rates for certain kapital inputs like machinery (Lewis, 2002);
controlled banks and other credit institutions fdev to steer cheap credit and state subsidies to
key sectors or key industries (McMichael, 2004)yeisted heavily in infrastructure and
established powerful state run enterprises (Kag91&reen, 1995; Lewis, 2002) and in the areas
of electricity and pharmaceuticals; nationalisedtsgic sectors such as the oil, steel and iron
industries (Green, 1998) and often included a considerable welfare componeith states

subsidising food and fuel whilst promoting educatfbewis, 2002).

Naturally then, ISI polices resulted in a ballogniof the state sector which necessarily grew in
order to manage, direct and implement state intdime on such a large scale (Lewis, 2002). In

28 |t what McMichael (2004) refers to as the ‘paraddyrotection’; often protectionism- which wastheory designed
to stimulate domestic production- had the effedttfacting significant foreign investment.
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doing so ISI also drove the evolution of a new aripmlitical alliance between industrialists,

white collar workers, public servants, multinatibbasiness and unions (Angell, 1993).

4.5.3. Successes of Import Substitution Industrgation (ISI)

The initial stage of I1SI, which some have dubbex‘dasy phase’, or ‘horizontal ISI’, whereby a
country substitutes relatively low-tech consumerodgp for a known pre-existing market
(Alexander, 1995; Dietz, 1995), initially triggeradremendous growth spurt that transformed the
region and seemed to confirm the virtues of théedtad model (Green, 1995). Indeed, from
1929-1983 the Latin American region averaged aewsple GDP rate of 2.63 % per year-
although this fell short of South Korea and Taiwemse growth rates averaged 4.89 and 3.8%
respectably during the same period. Of all therLAtnerican economies, Brazil was the standout
achiever; averaging a remarkable GDP of 5.32 % d&tv1929-1983 (Lewis, 2002, p.32). By the
early 1960s both Mexico and Brazil were virtualgffssufficient in terms of consumer products,

in part due to their comparatively large domestarkats (Green, 1995 p. 17).

According to Green (1995) and Lewis (2002) IS| asdf achievements were also substantial
(Lewis, 2002, p.32; also Green, 1995). For exangtepss the region, infant mortality fell from

107/1000 in 1960 to 69/1000 in 1980, life expecyarose from 52—64 between 1960-1969 and
unions helped achieve significant gains for worK@eeen, 1995; Lewis, 2002). To what extent
these improvements were attributable to ISI rattlem broader developmentalist policies
however is debatable. Nonetheless, significant atialus in absolute poverty were achieved
despite an increase in relative poverty until tlust' decade’ when both relative and absolute

poverty rates skyrocketed (Green, 1995; Lewis, 2002

4.5.4. The unravelling of the Import Substitution Model

According to Dietz (1995 p.193) “all developmentagtgies eventually encounter diminishing
returns”. Thus, although ISI continued as the nagjipre-eminent development model up until the
onset of the debt crises in the early 1980s (GrE@95h), it is generally accepted that cracks in the
model were already beginning to appear as earljeafate 1950s (Green, 1995; Ranis, 1981) or
1960s (Alexander, 1990; Sunkle, 1993).
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Guided by the state, the private sector- includivany TNC that relocated to the region to take
advantage of protected domestic markets- becamblyhigoncentrated, monopolistic and
inefficient in natur&. Part of the reason, especially for the smalldinLAmerican economies,
can be attributed to the small domestic markethvieéft little room for competitive forces to
discipline inefficient, uneconomical industries waiwere notorious for producing poor quality

over priced goods (Green, 1995)

Markets for manufactured goods were typically snfiatl a number of reasons. Firstly, many
Latin American economies had relatively small pagiohs (e.g. Chile and Uruguay) which
placed natural limits on any domestically gearedusgirialisation policy; secondly, expanding
into foreign markets was either made difficult otizely discouraged by a tendency to over value
exchange rates which made Latin American expotiically expensive (Green, 1995; Lewis,
2002§% and thirdly, as a consequence of the highly unedisaiibution of wealth that continued
to blight the region during the ISI era creatingaxiety whereby few had the wherewithal,
particularly in rural areas, to afford the very dedSl sort to stimulate (Green, 1995; Murray,
2002b; Ward, 2004). It also did not help that firraeded to produce goods far above the world
price, and governments’ systematic neglect of thantryside played a major role (Alexander,
1995; Dietz, 1995; Green, 1995). Indeed, this pedht deserves deeper elaboration because in
many ways the issue of inequality and the distidoubf wealth has been, and remains to this
day, at the heart of many of Latin Americas pditieconomic woes. And arguably any model
that neglects this reality is unlikely to succeed.

4.5.5. Import Substitution Industrialisation’s Urba Bias and Agrarian Neglect

Of course, ISI did not cause Latin America’s endesucial inequalities. The regions inequality
owes it origins to a myriad of complex socio-ecoimmand socio-political factors bequeathed to
the region by its former Iberian masters and whéerhained relatively unchanged by the time ISl
was introduced following the Great Depression. éujesince colonial times Latin American
agriculture had been characterised by an almost-feewhal or ‘bimodal’ land tenure system
which acted as a perennial ‘structural constraimtincreasing productivity (Gwynne and Kay,

29 |n Brazil, for instance, Johnson and Johnson predaysfunctional over priced nappies purely bezétusas a
protected industry operating within a small maskih no real competitors (Green, 1995 p.13).

39 In 1969 the Chilean domestic price of electricisgmmachines, bicycles and refrigerators were retspsy 3, 5, and
6 times higher than international prices (Gree®519.18)

31 However, given the highly protected markets thwhisiomestic and foreign own industries operatetimjit is
doubtful whether they would have been internatignampetitive anyway (Green, 1995).
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1997; Murray, 2002b, p192). Within this grossly gnal land tenure structure the landed elite or
hacendados(estate owners) were notorious for underutilisifigint productive base. They
preferred to practice inefficient extensive agtigré relying on the abundant supply of cheap, or
in the case oinquliinos (permanent workerskffectively free labour, rather than adopt modern
agricultural methods and intensive farming techegAlexander, 1995; Gwynne and Kay,
1997). Most would agree, however, that ISI aggedahese existing inequalities within Latin

America, particularly between rural and urban papahs (Ward, 2004; Heenan et al, 2002).

Indeed, with an overemphasis on expanding the tridusector Latin American governments
displayed an unabashed ‘urban bias’ which negletibedalready underperforming, unequal,
agrarian sector (Dietz, 1995; Murray, 2002b; Rat®81; Sunkel, 1993). Primarily, this involved
imposing prohibitive price controls on agricultupabducts so as to provide a cheap food supply
to the privileged urban/industrial sectors. The bovration of this overt ‘urban bias’ on top of an
already highly concentrated and inefficient landute system, created a situation whereby
agricultural output continuously failed to keepwith population growth. Inevitably, this forced
Latin American economies to import ever greaterngjtias of food which aggravated existing
balance of payment problems (Kay, 2002; Murray,2200 ironically, one of the very things ISl

was supposed to alleviate.

Thus, the structural neglect of the countrysidenduthe ISI era had the deleterious effect of
reducing aggregate demand and shrinking alreadgemeate domestic markets (Alexander,
1995; Dietz, 1995; Murray, 2002b). The squeezehensimall farmers in particular, forced many
rural peasants to move to the cities in searchaskwhich put great strain on already stretched
infrastructure and state services (Green, 1995)n&ke matters worse, while ISI was squeezing
the countryside it was not creating concomitantospymities in the cities either. This was in part
because of the small market constraint describesdeabnd made worse by growing inequality,
but also because ISI tended to promote capitahéite industries rather than labour intensive

industries.

Yet, if the private sector proved woefully inadetpygroducing sub-standard products at inflated
prices, the public sector fared little better. Ffemm the ‘discipline’ of the free market, and
backed by a unabashed interventionist state willmail them out at almost any cost (Lewis,

2002), state-owned enterprises (SOEs) and bloategrgment departments were typically
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inefficient and unwieldy concerns that were a canistdrain on state coffers’, leading to

imprudent fiscal policy and endemic destabilisinfiation (Dietz, 1995; Green, 1995).

Perhaps ISI's most serious failing, however, wasiribility to reduce the regions economic
dependence on the core, even though this was ddtetise ultimate goal of the development
model. Even though by the 1950s most of the la@genomies, particularly of the Southern Cone
and Mexico, were relatively self-sufficient in tesrof manufactured consumer goods (durables),
as their economies progressed up the productiom ¢bavards heavy manufacturing and the
production of capital goods they encountered a foem of dependency (Lewis, 2002).

The conundrum was that ‘vertical ISI' (or ‘IS deep®)’ as it is sometimes referred to)
necessitated the importation of ever more sophistit and expensive inputs and capital goods.
But having failed to establish a viable competitimanufacturing export sector which otherwise
might have provided sufficient foreign exchangduid the transition from the ‘easy ISI phase’
to the intermediate IS phase, somewhat ironiéallyatin America economies had to rely on
“plundering their natural resources” to fund theqass (Dietz, 1995; Green, 1995 p.185).0n top
of this, the subsequent production of heavy inguatrd capital goods that ensued proved even
more prone to concentration and even less labdansive than those industries formed during
the initial I1SI phase (Dietz, 1995; Green, 1995).

4.5.6. Addressing a Crisis: Structuralism Responds

From the 1960s onwards, in response to ISI's cotitna, structuralists were busy critiquing

theorising, and adjusting their own assumptionsearch of new ways to reinvigorate the ailing
model (Kay, 1989; Sunkel, 1995). Crucially, thisdtved a new appreciation of the somewhat
neglected agrarian sector, not just in terms odlrdevelopment, but industrial development. It
was argued that land reform, increased governnesistance and infrastructure development in
the rural sector would simultaneously reduce inBtyuand increase peasant’s purchasing power
for manufactured goods, whilst stimulating agriatdt and reducing the need to rely on

agricultural imports which strained existing balaraf payments problems (Dietz, 1995; Kay,

1989; Murray, 2002b; Sunkel, 1995). In additiomysturalists also called for a greater emphasis
on promoting exports and greater regional integnatKay, 1989; Sunkel, 1993). Even Prebisch,

32 Dye to their relatively large domestic market, Brand to some extent Mexico, were the few Latmerican
economies where IS| was able to function succdggi@reen, 1995).
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who as Alexander (1990) points out, had alwaysnitéel for ISI to be “just a phase” in the
development process, accepted that certain indastrere ready for the post-ISI stage, and was
noted as saying “I challenge the countries of #&re to practice the free trade ideas they had for
so long been preaching to the nations of periph@y&bischin Alexander, 1990, p.161)

Unfortunately, many of the revised structuralistammendations were either ignored, watered-
down or applied in an ad-hoc manner by statescafshithe political ramifications of seriously
addressing Latin America’s extremely skewed wedigtribution (Green, 1995). For instance,
attempts to promote greater regional integratiahlimaited success due to political divisions and
the perception among smaller countries that sutegiation would disproportionately favour the
larger Latin American economies (Alexander, 199@yK1989; Green, 1995). Chile under Frei
demonstrated perhaps the best application of tiwése@ structuralist paradigm, pursuing
extensive land reform and modernisation prograrhdstvhelping to establish the Andean trading
bloc, but ultimately failed to satisfy the expeimas of an increasingly class conscious and
frustrated rural sector (Alexander, 1990) who pealssl to vote for a more radical socialist path
only to see most of their gains reversed followengght wing military coup (see chapter 5 for

details).

The 1960s and 1970s were, therefore, a testing tond.atin American governments. The
‘perceived’ failure among many disenfranchised gewf structuralism to tackle the regions
endemic inequalities, as in Chile, led to a morkaal version of theore-peripherydichotomy

in the form of ‘Dependency Theory'.

4.6 Dependency Theory

Dependency theorists such as Frank, Amin and Véadlier, borrowed much of their conceptual
frameworks and terminology from structuralism, sashthe core-periphery dichotomy and the
secular decline hypotheses (Love, 1995; Ward, 2004 advocated a more extreme structural
shift. More influenced by Marxist-Leninist concept$ ‘historic materialism’ (Ward, 2004),
dependency theory saw an international systemusbidiominated by an exploitative industrialist
core, but a trans-national class alliance betwden dore and Latin America’s elite (the
comprador bourgeoisje Therefore, whereas structuralists emphasisedrueturing economies
via ISI with the ultimate intention of reinsertirgack into the global economy on more equal

terms, dependency theorist's were far more scdptidgocating ‘de-linking’ (Love, 1995), class
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struggle and even socialist style revolution if essary to break down internal social-
stratification. Structuralists were often sceptichforeign investment, particularly of the enclave
variety (e.g. as in mining), but dependency th&srisiere diametrically opposed to foreign
investment which they saw as merely tuge’s attempt todirectly extract ‘surplus value’ from
the periphery(Ward, 2004). Thus, dependency theory tendedew the world economy in zero-
sum terms, whereby a powerful predatory core laliiances with peripheral elites in order to

entrench their dominance over the world econonstesy.

Dependency theory was influential in fermentingalationary fervour within Latin America but
most governments- with the exception of Chile (uniéende) and Cuba- either did not heed its
politically radical prescriptions or actively regeed the movement- often with the support of the
fiercely anti-communist United States. The majoafyatin American governments continued to
pursue a kind of watered down structuralism thad pasufficient attention to exporting and
regional integration, neglected the countrysidacticed macro-economic imprudence and a lack
of fiscal restraint, and did little to mend the pesocio-economic fissures that ISI tended to
exacerbate. As such, growth was becoming increlgsiigggish. Latin American states may
have been forced to restructure their economieben1970s had it not been for the world oil

crisis (Green, 1995), which | will turn to now.

4.7. The Debt Crises, the Eclipse of ISI and the Hd_iberal Era

In 1973 Latin America was struck by the first ofbtwajor oil shocks that hit the world economy
hard. The crisis led to exorbitant profits beingdman oil producing nations and flooded the
world’s largest financial institutions with ‘petaellars’. However, with the industriatore
economies suffering recession, banks had nowhelentbtheir hoards of ‘petro-dollars’. Credit
institutions attempted to solve this ‘problem’ lentling to the developing world in which Latin
America was seen as a particularly desirable lendestination. Millions of dollars in loans were
channelled to Latin America at outrageously lowd dan some cases negative interest rates
(Green, 1995). Little consideration was given #® kind of political regimes in power at the time

or indeed the manner for which they spent the money

For many Latin American countries suffering frone ttontraction of the ISI model, the flow of

money could not have come at a more opportune tlmieed, the oil crises allowed Latin
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American economies to delay the inevitable by mimg the capital necessary to maintain ISI
deepening and bloated state sectors (Dietz, 1998erG; 1995). The unwillingness of Latin
American economies to make structural reforms d@utinis time when an abundance of capital
could have eased the transition, according to Sufi95), makes the 1970s the “real lost

decade” of development (p.353)

Sure enough the ‘gravy train’ could not last andl mbt last. In 1979 the second oil crises struck
causing a further contraction of world trade arfthtion in the core economies (Dietz, 1995). Yet
by this time the core economies were working unaedifferent ideology. Monetarism and
neoliberalism were coming into vogue, and both eévnflation as public enemy number one.
Thus, accordingly, interest rates were raised énctbre economies to combat inflation and almost
instantly Latin American countries found themselbesdened with massive unpayable interest
charges on their debts (Green, 1995; Sunkel, 1998h the core economies in recession, Latin
America could not export its way out of the sitoatieither (Dietz, 1995; Green, 1995). The
pressure reached a fever pitch when Mexico defdwlteits debt in 1982 triggering the so called
‘third world’ debt crises (Green, 1997).

4.7.1. Ideological Coup: The Rise of Neo-Liberalism

The ‘debt crisis’ was more than just a ‘third woudigbt crisis but rather a global economic crisis.
Beginning with the Mexican default in 1982, it thtened the integrity of the world financial

system and ultimately led to what has been refeiweals ‘the lost decade of development’- or
‘development in reverse’ (Ward, 2004). It was aadiecwhich withessed the final demise of the
‘Statist’ ISI model and the rise of neoliberalisi@réen, 1995) as the “proactive state was
displaced by the market-friendly state” (Lewis, 2)3 It was a decade when the Bretton Woods
institutions, particularly the WB and the IMF- iitations formally established to promote

development and international economic stabilitpuld be used as conduits by the world’s most

33 Sunkle’s argument that 1970 was the ‘real lostdetis also supported by Green, (1995)

34 Neoliberalism is a term used to describe the genure of neo-classical or classic liberal ideas irticulated by the
classical economist Adam Smith (1723-1790) and ®&icardo (1772-1823). It emphasises the mutuahgeficial
gains assumed to be created by producing thosesgowtiservices for which a country is deemed te laav
comparative advantage in (Gwynne, 2002). It thgsriporates a belief in the ability of self-reguigtfree markets to
generate maximum overall economic welfare for @&gisociety, and advocates a limited role for tagestMurray,
2002b).
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powerful creditor nations, to remodel the contineetording to the vision and political-economic
bias of the North (Green,198%

In an effort to protect the integrity of the woffidancial system, or perhaps more candidly, to
ensure western creditors got paid, the IMF andWtie agreed to negotiate debt schedules with
debtor nations. In return, debtor nations were etqzEto enact a series of drastic ‘structural
adjustments policies’ (SAP) to their economies gloaoliberalism lines (Murray, 2002b). These
polices were intended to stimulate economic dynarmasid efficiency in what were considered
by neoliberals to be stagnant economies (Greer§)199

The adoption of neoliberal polices in Latin Ameraad their consequences for the region have
been covered by many academics. It is not posgilikn the space limitations of this thesis to
outline all of the paradigms impacts in detail amdong all Latin American nations. However,
chapter 7 gives a more detailed consideration ofiberalism in Chile- which is widely regarded
as the first Latin American nation to wholly addipé theory and apply it with unparalleled purity
(Ward, 2004). While it is acknowledged that diffiereLatin American countries applied
neoliberalism at various levels of purity and dfedent in times, such has been the influence of
the doctrine, that it is at least possible to oetlihe broad policy implications of the model foe t

region.

Typically, this entailed significant market libdsation, which included; reducing or removing
tariffs and other non-tariff barriers to trade sashquotas and licensing restrictions (Ward, 2004);
de-regulation of domestic industries and a relaxioig controls on foreign investment;
privatisation of state owned enterprises and an tendubsidy regimes and price controls
(including a relaxing of labour laws); exchangeerdevaluation to encourage exporting and a
decrease in the money supply to control inflatidie{z, 1995); massive downsizing of the public
sector and serious cut backs on social expendituae attempt to reduce debt and fiscal deficits
(Dietz, 1995; Lewis, 2002); and a greater emphasisexport lead growth, by agreeing to the
World Trade Organisations rule based trade agend#joining regional trading blocks such as
MERCOSUR (Common Market for the Southern Cone) (se2002).

% However, as Green (1995) has pointed out, althstrgittural adjustment was to a large extent arosition from
thecore countries, still, it would have not have been fmeswvithout local elite ‘buy in’. For instance @hile the so
called ‘Chicago boys’ who orchestrated Chiles rmskl experiment, were trained and influenced lylittes of Von
Hayek, Friedman and Harberger at the infamous @bi&chool of Economics, which at the time was afftine front
of the “new liberal crusade”.



56

The initial imposition of neoliberal policies led €conomic contraction and precipitated a decade
of low to negative economic growth for the regidbietz.1995¥°. The structural shift had a
‘liquidating effect’ on many formerly protected $exs that were unable to compete with the
more competitive foreign imports (Alexander, 1990159; also supported by Green, 1995).
Despite the economic turmoil, neoliberals vieweid tfrocess as a painful, albeit necessary, cost
if economies were to learn to live within their meaAfter all, the goal was to force capital and
resources from “artificial and inefficient industsi’ towards new efficient and dynamic sectors
(Alexander, 1990 p. 15%)

In this context, ‘development’ became “devastatingimple” (Dietz, 1995 p.192). As long as
states successfully realigned their economies dowprtto the ‘universal rules’ of ‘comparative
advantage’, distributional issues would take cdr¢hemselves via the wonder of the ‘trickle
down effect’ (Lewis, 2002). Any suggestion that #tate could improve on the market- if not
considered blasphemous- was passed off as nothingb absurd utterance from a waning

philosophy of a bygone era (Green, 1995).

For some, although mainly those with the requisitnomic means, new opportunities did
indeed arise, particularly in the area of primargyducts exports. Export led growth was seen as
the way out of the economic doldrums and a wayetwegate foreign exchange for which to repay
foreign debt (Dietz, 1995). After initial declinés agriculture, some countries such as Chile and
Paraguay achieved tremendous growth in agricultineng the 1980s, but the majority of
countries within the region had to wait until th@90s to see a recovery (Murray, 2002b). Still,
despite some gains, in the countryside modernisatia the application of ‘non-scale neutral
technologies’ for the most part “favoured mediumd darge scale producers...and led to
increasing differentiation in rural areas of Soétmerica” (Murray 2002b. p.197; also Green,
1995). Thus, overall, for the majority of Latina Aritans ‘structural adjustment’ meant greater
unemployment, low labour standards, and a reduati@ssential services which created growing
poverty and exacerbated inequality within the cumit (Dietz, 1995; Green, 1995; Murray,
2002b).

% Throughout the 1980s, as a region, Latin AmeriGI¥ averaged a dismal -1.0% compared with 3.3%eeet in
the previous decade (Dietz, 1995 p.16). And ogllt®93 had per capita growth regained its 1980evéBireen, 1995,
p.2001).

37 This point is also backed up by Green (1995)
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By the early 1990s, academics, NGOs, grass rogen@@ations and annalists within the UN, to
name but a few, where documenting and protestirgtidmendous human costs of neoliberal
restructuring. As the evidence poured in, even &shynstaunch supporters of neoliberalism like
the WB were forced to temper their policy approaatleast rhetorically- by referring to poverty

and slogans such as ‘growth with equity’ in theiparting. Meanwhile, in the halls of CEPAL,

the former bastion of structuralism, theorists galicy experts were working on a new

development theory that would on the one hand agletlye some of the follies of the ISI model

but also accept some of the efficiency enhancingtsnef neoliberalism. The name of this model
has been loosely referred to as neo-structuraligrich | will turn to now.

4.8. From Neoliberalism to Neo-Structuralism: CEPAL ‘Strikes Back’

Successful industrialising countries like Taiwarm 8outh Korea break into computers, not
Kiwi Fruit, yet neoliberalism has ignored the lessmffered by the Asian Tigers (Green,
1995 p.204)

In the “Silent Revolution”, Green (1995) notes a crucial turning point in tieeliberal ‘redoubt’
which began in the early 1990s with the electiomitif Clinton in the United States. Of course,
well before ClintonCepalismos(CEPAL neo-structuralists) had been critical oflitzeral
restructuring and were busy looking at pragmatigsmvaf fusing aspects of neoliberalism with
structuralism. However, campaigning on a platfornitioal of the ‘savage capitalism’ of
‘Reaganomics’ and ‘Thatcherism’- much as the ‘Coa@doys’ had influenced Latin American
political-economy during the 1970s and 1980s- tke& reconomists and policy makers that
circled the Clinton administration at least madgaising the neoliberal model a more ‘legitimate
activity' (Green, 1995). A number of catch phraseepliberalism with a human face’, the ‘social
market or the ‘third way' came to account for thirkering of neoliberal ideology. The Aylwin
administration of Chile during the early 1990s whimombined export led growth with new tax
laws and a concerted effort to try and alleviate'deuda social’(social debt) bequeathed by the
Pinochet era, was seen by many as a star stud#mis efew orthodoxy (Green, 198%)

38 However, in light of the military’s continued pegsce in Chilean politics, Alywin was in many wagstricted to
merely window-dressing neoliberalism so as to aopardise the delicate democratic transition underfikay, 2002).
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CEPAL took inspiration from a range of sources, that ‘economic miracles’ of the ‘East Asian
Tiger economies’ were especially influential. Howgv contrary to the opinion of many
neoliberals, neo-structuralists argued that thegefs’ owed their remarkable economic
transformation not so much to the blind applicatidmeo-classical economic theory, but rather
by confidently picking and choosing between thosgeats of market and state led growth that
best suited their ‘own’ national development gd@letz, 1995; Green, 1995; McMichael, 2004,
Ranis, 1995; Ward, 200%)

4.8.1. Neo-structuralism: A Paradigm Explained

Although it is difficult to exactly pin down a puye‘neo-structuralist approach’, it is however
possible to outline a number of important themed policy tendencies that underpin neo-
structuralism. Critically, neo-structuralists hamet forgotten their structuralist roots; thus the
world economic system remains, as it always hasesmentially asymmetric system wherein
power structures continue to have a conditionirigogfover peripheral nations. That said, unlike
‘dependency theory’, it is somewhat optimistic- exsplly given the success of the ‘Tiger
economies’- that governments, can at least, thraggsible and targeted state intervention,

improve on market outcomes and generate greatectioe wellbeind’.

With the benefit of hindsight, neo-structuralistssé had time to consider, reflect, and learn from
the past follies of both structuralism and neolifism. As such Sunkel (1993), a leading neo-
structuralists, referring to neoliberalism remarkitit some aspects of neoliberalism have been,
“unquestionably necessary”, in terms of creating;

...new dynamic forces of export growth; the raisingpodductive efficiency, competition,
increased savings and investment; the reductiotipmalisation, flexiblisation, and greater

efficiency of the state apparatus; the achieveraadtmaintenance of a reasonable degree of

39 For example, the state played a key role in beiltiSKorea’s and Taiwan’s economic developmerstlfir by
initiating extensive land reforms prior to indualisation which raised peasant purchasing powehaiped stimulate
demand for fledging domestic manufacturing indestrsecondly, by investing heavily in public infrasture,
education, and research and development; thirgllgidecting capital towards strategic domestic stdas and
promoting joint ventures between foreign and doiadsims; fourthly, by selectively protecting kegfant industries
on their path to industrial maturity; and lastllyaving successfully completed the primary ‘easysghaf ISI- the state
was instrumental in fostering a viable ‘primary méatturing export industry’ (or primary export stibgion in labour
intensive food processing and textiles ) for whizlund the more capital intensive and technoloased secondary
ISI (e.g. the production of heavy capital and imtediate goods such as steel, ship building, machared
petrochemicals) (Dietz, 1995; Green, 1995; McMith2@04; Ranis, 1981; Sunkel, 1993; Ward, 2004).

40 As opposed to ‘dependency school’ writers who ersisieal de-linking, and in its more radical interptien, class
revolution, as the only way forward.
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macro-economic balances, and expansion in the oblthe market and private economic

management (Sunkel, 1993, p. 368

Others such as Dietz (1995) and Ranis (1995) alsttahat the ‘development state’ was overly
interventionist and prone to rent-seeking from ggenterest groups. But believe this is different

to suggesting that states can never positivelyritarie to national development (Dietz, 1995).

Therefore, Dietz, (1995), Green (1995), Ranis (399Sunkel (1993) and Ward (2004) all
maintain that states have a key role in creatirdy gponsoring what Sunkel calls ‘development
from within’. In this context, the state retainsvaluable enabling role in creating key pillars
sectors for industrialisation, accumulation andhtedogical diffusion, developing human
resource® and communication between sectors in order toteraa “endogenous nucleus of

technical dynamism, for which to launch re-insetti(p. 368>

Naturally then, for neo-structuralists, some priteism is seen as justifiable and growth
enhancing as long as it is appeals to the ‘natimhatest’ rather than simply propping up ‘private
interests’, and so long as protectionist regimesat “far too high” nor kept in place for “far too
long’ (Ranis, 1995, p.146)The ultimate aim remains, as it always has foucstiralists, re-
insertion into the global economy on a more ‘cortipet and even playing field. For this reason,
regional integration is considered to offer a “@an from which to export to the rest of the
world” (Green, 1995, p.198).

However, unlike neoliberals, neo-structuralistsndd view economic growth as an end in itself.
This does not mean that neo-structuralists denyntipertance of growth, rather they recognise
that economic growth and ‘development’ are notg¢hmme things and that “equity and growth are
not mutually exclusive, but complementary” (Gre&@95, p.245). Not surprisingly then, neo-
structuralists are suspicious of the ‘trickle doefifect’ of wealth distribution, recognising that

not all groups have equal opportunities. Thus, steweturalism tends to stress ‘growth with

equity’ and places far greater weight on humantsigtabour laws, environmental issues and

41 Dietz (1995, p.192) is especially concerned withaation arguing that the solution requires a “saritgal changes
in the structure of economic, social, and politipalver to extend the benefits of education and grgwcome to a
large number of citizens”.

2 Dietz (1995) builds on these points arguing thates can assist where externalities exist, andgeanfrastructure,
human capital, and some times missing factorsfiil@nce and international marketing “which can @age both
private and social returns” (p192).

43 Green (1995) agrees that protectionism has adleybut must never become too entrenched.
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social policy which they intend to fund throughdpgressive tax’ reforms (Kay, 2002; Green,
1995).

4.8.2. Neo-structuralism and the Agricultural Secto

In terms of agriculture, according to Murray (200@c196), a neo-structuralists approach would
stress the “government assisted free market- akml itdo account the realities of the current
world order, globalisation and environmental conserThis means that the original structuralist
concerns regarding overspecialisation of expogtsns of trade declines and protectionism within
core economies- despite their free trade rhetaeciain relevant and of critical importance
(Murray, 2002c). At a policy level, this might inve “environmental monitoring, assistance to
small growers, while maintaining diversity, cregtinollective action- increase economies of
scale, land reform, regional cooperation and resmpcthe needs of indigenous peoples”
(Murray, 2002c, p.196).

It is sometimes stated that Chile offers the besinwmle of the application of the neo-
structuralism model (Ward, 2004); however, as G(@885, p.190) points out;

While this view of neo-structuralism as merely fitmralism with a human face’, rather
than a true alternative, may ring true in Chile, E&L’s policy framework goes farther than
the Chilean government on critical issues like tlemd for wealth distribution, agrarian

reform and increased rates of tax.

Clearly, neo-structuralism is an evolving theonyd avhen judging its efficacy it pays to separate
the theory from how it is practiced. No doubt, m$he Chilean case, to date neo-structuralism has
fallen short of its mark, but for the time beingpitovides somewhat of a pragmatic start to
addressing the massive socio-economic turmoil shie@d by the neoliberal experiment. As Kay
(2002) argues, Chile is somewhere between ‘nedlilsen with a human face’ and a ‘neo-
structuralist position’. To reach a neo-structstafposition theConcertacién“would have to
achieve better results concerning equity” and ‘@uireater emphasis on environmental issues
(Kay, 2002, p. 474)".

With the election to office of the socialist leadachelet in 2006, it seems this could be Chile’s

best chance yet to institute a truly neo-structstraglosition. Bachelet (2006) has already declared
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her administration’s intention to see Chilas a major food supplier”,thus international
integration is likely to remain of central importan However, the government has declared that
it intends to play a key role in promotirigublic policies for quality control, public-privat
cooperation and a change in the productive focuRfiere is also a recognition that as Chile’'s
comparative advantage in many products wanes, aelnoblogies will need to be adopted and
value added products explored as in the wine ahdosaindustries. Perhaps most interesting
from the perspective of this thesis, however, iat tBachelet claims thatany policy we
implement needs to be inclusivim which everyone can be part of the achievemerfts
development. The emphasis will be_on small-scatéyfdarming to support the production base

and strengthen productive chains (Bachelet, 2006)”

Clearly international integration and export ledbwth remains firm on the agenda but the
governments ‘inclusive’ ideals are nonetheless araging. Still, it is easy to be sceptical of such
statements in light of pastoncertaciéngovernments’ failure to address Chile’'s endemic
inequality and worsening social-economic differatitin (these points will be taken up at the end
of the following chapter). Thus, although encounggiwe can only sit and wait to see if

Bachelet's rhetoric can be converted into reality.
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5.0. Chilean Agricultural History and Political Ewamy

Chile can be regarded as a land of extremes, hd#riins of its physical geography and political-
economic history. As a narrow land clinging to iWestern Andes and stretching from the sub-
Antarctic Magellan’s to the dry deserts of the hp@hile boasts some of the world’s most varied
climates making it suitable for a diverse rangeagficultural products along side extensive
mining in the north (Collins and Lear, 1995). Hoéitly and economically speaking, throughout
its colourful history, Chile has been notable fr tendency to adopt political ideologies and
economic models from either side of the politicgedtrum with unparalleled purity in

comparison with other Latin American nations.

The previous chapter looked at Latin America’s tedi-economy from a regional perspective.
The purpose was to provide a wider context for €nibwn development experiences. It was
shown how, despite the diversity between natidmstet has been a surprising degree of policy
continuity throughout the region since colonial ésn Having established this, however,
consistent with a neo-structuralist theoreticalrapph, the following chapter attempts to delve
deeper into the Chilean experience, in order toetsidnd Chile’s current position within the
global economy as a primary product exporter. Qfrse, in order to this, it is first necessary to
examine those historical ‘structures which havepéelsteer this unique nation’s socio-economic

and socio-political make up from colonisation tegent day (Kay, 1981; Murray, 2002b).

5.1. From Colonisation to Independence

As a nation, Chile grew from humble beginnings.digered by Magellan in 1520, Chile was
only settled and conquered after 1540 (Loveman8}t98ith the exception of Araucaria where
valiant Indian resistance held off the Spanish adgawell up until the later part of the "9
century (Keith, 1977). Northern and Central Vallegian populations were not so fortunate,
however. They were captured and portioned out uthlslerncomiendaystem- a system whereby
conquistadores were granted the legal right tcaektribute (labour, food, or money) from their
Indian subjects in exchange for ‘saving’ their sdoy facilitating there conversion to Christianity
(Collier, 1996; Keith, 1977; Steenland, 1977). Huoer by the late 1% century, old world
diseases had severely depleted Chile’s native ringi@pulations. Short of labour, Mapuche
slavery was briefly legalised in 1608 to help pthg shortfall but was abolished- at least on
paper-in 1674 (Collier, 1996; Steenland, 1977).
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For most of the colonial period Chile remained lom periphery of the Spanish colonial empire, a
relative backwater compared with the ‘colonial coegjions of the time which were concentrated
in the lucrative silver mines of Peru and Mexical &me political cores of Lima and Mexico City
(Loveman, 1988). Devoid of readily exploitable poes metals, hampered by the tyranny of
topography, distanced from the both the coloniaés@nd the Spanish mainland, and forced by
Spain’s mercantilist policies to pass all tradetigh Lima and the Panama isthmus, the Chilean
economy developed slowly and dependent on Perui¢€d996). By the 1 century ranching
was the mainstay of the economy. Markets were didnftowever to servicing military garrisons,
the city of Lima and the Potosi mining enclave (@o] 1996; Keith, 1977; Loveman, 1988). It
would be several centuries before the exportatiofresh produce would be feasible so trade
consisted mainly of hides, mules, jerked beef alidw (Collier, 1996).

In the mid 17 Century, Central Valley Cattle Estancias begaenerge. In time these estancias
began to shift away from cattle ranching towardsathproduction with exports destined for
Peru; thus estancias came to be knowhasendas(Collier, 1996; Joseph, 1984). As is to be
expected, this change in the colonies productice b@cessitated a change in the labour relations
which had formerly characterised the Chilean cowside, precipitating a decline of the
exploitativeencomiendasystem. However, to a certain extent this tramsitvas already partly
under way anyway as throughout the early” 1dentury estancia owners were already
progressively renting land to either poor Spaniandaetizogmixed raced Chileans) in return for
their labour in managing the ranch. The switch twrerlabour intensive cereal production merely
sped up and consolidated this change in laboutioetaas short-term contracts developed into

year round and eventually permanent contracts i@€oll996).

From the 1750s, permanent workers,iraquilinos as they are known in Chile, became widely
recognised as a distinct and effectively hereditdags occupying a position not to dissimilar to
the serf under the various feudal systems of Eu(Gpéier, 1996; Steenland, 1977). In exchange
for theirs and often their family’s labolinquilinos were typically granted a small area of land on
which to build a house, grow crops and graze soattlee direct money transfers were rare.
(Collier, 1996; Kay, 1975). The system tended tib Bacendadoghaciendaowners), as given
their huge tracks of underutilised or fallow lafdmeant thatinquilino labour was effectively
free (Joseph, 1984). And farquilinos and their families, they were at least offerecegrde of-

albeit limited- security and identity as comparedhe many wandering landless peonsabos
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who roamed the countryside in search of fickle eyplent and barely earned enough to meet
their basic needs (Collier, 1996; Keith, 1977).

Althoughinquilinoushad few, if any, formal rights, unlike serfs, thegre not legally bound to
the land (Collier, 1996; Kay 1981). That said, heare evidence suggestsjuilinos were often

at the mercy of their masters and, in general, walgected to exploitation and extra-economic
coercion which essentially ensured their optionsewiew and bargaining power limited. For this
reason thénaciendasystem has on a number of occasions has beemnectteras a semi-feudal
type production arrangement (Collier, 1996; KeitB,77; Gwynne and Kay, 1997; Steenland,
1977).

Chileanhaciendashaving originated out of stock raisiegtanciastended to be especially large
(Keith, 1977) and by far the largest and most jalily influential were those concentrated
between Santiago and Concepcion where roughly Fsiiendaswere in excess of 1000ha
(Collier, 1996). Almost from the outset the ownefghese grand estates effectively ruled Chile
according to there own biases and political intsréSollier, 1996). But théaciendawas more
than just a large profit maximizing production umitided by the laws of supply and demand. The
Chileanhacienda as elsewhere in the Spanish Empire, played igalritocial-cultural roll in the

countryside and was very much the ‘social nuclefisural Chile (Collier, 1996).

5.2. Chile’s Era of Commercial Expansion

Following independengeChile wasted little time in taking advantage oé thew economic
opportunities of the time. Between 1810 and theD$&8one the value of external trade doubled.
Any Chilean living in the port city o¥alparaisoat the time could not have helped but notice the
more than 200 ships anchoring by the end of th&'$82ip four fold since 1810 (Collier. 1996).
Perhaps more significant, however, was the nafignaf many of the vessels. Where once
Peruvian merchants monopolised the seas, Britistndh, American and even some Chilean
ships were increasingly present and began to disptlae formerly dominant Peruvians. In an
effort to provide some protection to domestic indas, the newly formed government made
several attempts to institute neo-mercantilist qasli but in general tariffs were reduced and
economic liberalism embraced (Collier, 1996).

Meanwhile, mining flourished in the north on theckaf strong international demand. In the

Norte Chicoregion towns grew up almost overnight creatingew-nalthough limited- domestic
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market for Central Valley agricultural products.dexts were still overwhelmingly in the form of
minerals, however, with the Central Valley only @aating for one quarter of total trade (Collier,
1996).

The 1830s-1870s were an era of rapid economic sigrafior Chile. New technologies in the
form of steamships, railways and the telegraph whapidly and ruthlessly smashing the tyranny
of time and space. During this “time of progresSbllier, 1996, p.71) Chile experienced a large
increase in international trade and a leap in thaber of joint stock companies and investment
banks which “all played their part in solidifyingh@e’s links with the fast expanding world
markets” (Collier, 1996. p 88).

As was the case with independence, the rapid eiqran§international commerce was absorbed
and embraced by Chile’s landed elite and if anghitrengthened theacendadogrip over the
Chilean political-economy (Collier, 1996; Heenan adt 2002; Kay, 1981; Murray, 2002a).
External demand for agricultural products led mhagendadodo expand in size and increase
labour intensive cultivation which led to the sattent of more permanent workers on Chile’s
great estates (Kay, 1981; Murray, 2002a). By the&0%8hree quarters of Chile’s agricultural land
was occupied by a mere 850 landowners who collggtisontrolled two thirds of all agricultural
income in Central Chile (Collier, 1996).

Still, markets were relatively limited until the 3@ when the Californian gold rush stimulated a
massive boom in demand for Chilean wheat which eggorts mushroom from 6,000 tones in
1848 to 500,000 tones by 1850; eventually reachiffg of foreign exchange earnings by 1860
(Collier, 1996). In what proved to be an all toonfhar pattern in Chilean agriculture, however,

the market closed almost as quickly as it had oghefiemporary relief came when another gold
rush- this time in Victoria, Australia- picked upetslack, but the Australian markets followed a
similar progression of boom and bust. For a timigaBr was there to plug the gap. But this only
lasted until 1878 when larger scale and more efficproducers in Americas North West dealt a
serious blow to Chilean agricultural exports (Golli1996). It would take over a hundred years
(in the 1990's) before agriculture would once agadturn to its former glory in the national

economy (Kay, 1993).

Part of the problem was that unlike in the Unitddt&s, where agricultural booms stimulated

investment in newer more innovative production tegbes, in Chile agricultural methods and
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labour relations remained essentially traditioné&hwittle mechanisation occurring despite the
wheat booms (Collier, 1996; Kay 1981). This was d¢lmehe fact that within Chile’'s wheat
growing regions land was highly concentrated witipydation densities approximately 14-15
times higher than that of her Australian and Anmaricompetitors. Thus, rather than investing
their windfalls in the modernisation of theciendasystem, landlords merely relied on their
abundant land reserves, political influence andaphi@bour supply to increase cultivation in
formerly underutilised pastureland and settled eatgr number oinquilinos on the land (Kay
1981).

While the booms created fantastic wealth for Chil&nded class, fomquilinos and their
families agricultural booms often meant a decréagke size of their tenancy, a reduction in the
number of animals one could raise and longer wgrkiours (Collier, 1996; Heenan et al, 2002;
Kay, 1981). Those without permanent work were evess fortunate. Rural peons-
underemployed and in poverty- perhaps receivettla thore in booms- but many drifted to the
urban areas usually to join and becoimos’ (the urban poor: literarily the ‘broken ones’).
Others were forced to endure the harsh conditidrtbeonorthern mines or seek backbreaking
work among the many new infrastructure projectsm@eiursued at the time (Collier, 1996;
Heenan et al 2002).

Thus, by the turn of the 2@entury, despite the immense changes in governamteconomy,
the traditional bi-modal latifundia/minifundia dichotomy remained firmly entrenched.
Hacendadoscontrolled three quarters of Chile’s agricultulahd and two thirds of production
and exports. Chile was regarded as having a “gread@opoly of land than any other country”
(Thomas Wrighin Collier, 1982, p.125). Hence, according to Col({{e296, p.840) not only was
“the world of Patron andnquilino...strengthened rather than undermined by the export
economy” by entrenching theaciendasystem the landed elite exacerbated rural ineguatid
effectively blocked “the transition to [modern] agan capitalism (Kay, 1981, p.492)".

The inefficienthaciendasystem also stymied industrialisation (Kay, 198Xjg#, 1975). Given
the lucrative nitrate industry, which at the timengrated the majority of the nation’s foreign
exchange earnings, revenue could have been direntedds the emerging industrial bourgeoisie
with the support of an initial tariff barrier. Biristead, free trade ideology prevailed. As such,
half of the nation’s nitrate wealth leaked out dfil€ while the remainder was captured by the
landed elite for their own opulent consumption mses (Kay, 1981). Seduced by the free trade
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ideals of the time, this appeared not to concem gbvernment. President Santa Maria was
reported as saying “let the gringos work the nitfagely, | shall be waiting at the door” (Collier,
1996, p.144).

5.3. The Export Model Crisis: From WW!I to the Great Depression

In terms of agriculture the 1910s-1930s were dively productive time for Chile (Collier, 1996;
Kay 1981). The annual rate of production (inclgdlivestock) averaged a decent 3% as more
land came under cultivation and viticulture andtpadism thrived. Taking advantage of this
economic windowhacendadosxpanded their influence over the countryside- Viith5% of
property owners controlling approximately 52% aof thnd. But yet again modernisation did not
result. Simply put, machines cost, bdjuilinos did not; thehacendadospreferring to entrench
the prevailing social structure rather than modsriiheir estates (Collins and Lear, 1995; Callier,
1996).

But no sooner was Chile enjoying renewed produgtiwhen the Great Depression unleashed its
savagery on the vulnerable economy. During theedsion Chile’s already beleaguered nitrate
industry was cut in half, while copper- by this énChile’'s pre-eminent export and leading
government revenue maker- fell from 17.47 centspmemd in 1929 to a paltry 7.03 cents per
pound by 1933 (Collier, 1996). Soon, US capitakedrup and unemployment soared as the
economic contagion spread to all sectors of the@my. Such was the severity of the crisis that
in their 1923-1933 economic survey the League dfdNa described Chile as the nation “most
devastated by the depressionfi Collier, 1996, p.223). Partly due to the crisesSaialist
Republic came to power in 1931 but its term wastdheed and generally ineffectual- although it
did mark the emergence of socialism which “woultef@r retain a presence in Chilean political
discourse” (Collier, 1996, p. 227).

5.4. State-led development and Import Substitution Industrialisation
(1930s-1973)

The Great Depression had a profound effect on Ghilelitical-economic landscape. The crisis

had violently exposed the inherent vulnerabilitiégshe export-led growth model based on free
trade and the principle of comparative advantagith \&kports depressed and foreign exchange
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scarce, in something of a silver lining however tlepression did at least offer a degree of
‘natural protection’ against foreign manufacturedods, which helped stimulate domestic

manufacturing. Therefore, rather than return toftee trade model, following the depression the
Chilean government instituted “a whole range of nesthods (multiple exchange controls,

quotas, import licenses, and rationing of scarceigm exchange).in an effort to support and

protect domestic industry (Collier, 1996, p.229)".

By 1937 the Chilean economy appeared to be in mgoWJnemployment was in decline and
factories began to produce a much wider range nfuwmer goods from processed foods and
beverages to clothing. Although mineral exports aigred the central revenue maker for the
government and théacendadosmaintained their grip over the countryside, soohiléan
industries were producing durables and intermedjatels such as textiles, paper, chemicals, and
metals (Collier, 1996).

The outbreak of WWII offered a further stimulusnanufacturing. As foreign imports dried up
Chile was forced to embrace greater import sultitituwhich it did with considerable success in
a number of key areas. For example, CORFO (Chilaau¥acturing Promotions Corporation),
the government agency responsible for steeringeGhihdustrial program, played a critical role
in tapping Chile’s hydro electric potential andadgishing a steal company in 1950 which had a
tonic effect on the economy. Then as import sultstih deepened, CORFO was instrumental in
lending money to metal manufactures and industpeslucing everything from appliances,
motors, electrical goods and chemicals to pharmaedyproducts. The government also funded
sugar beet mills, fish canning operations and clatbduction. Together these government
initiatives helped manufacturing increase by 18%wben 1940-52 (Collier, 1996). While in
agriculture, the government agency imported anteceaut tractors to small farmers. The general
economic climate was one of optimism. It seemetkat on the surface, that the initial so called
‘easy ISI phase’, the production of consumer goedss a success (Collier, 1996; Green, 1995;
Kay, 1981).

5.4.1. The Crisis of the Import Substitution Model

No sooner had ISI cemented itself as the pre-emidevelopment model of the post-WWII era
than its weaknesses began to emerge (Cereceda, G, 1995). As it turned out, the Chilean
domestic market proved too small to foster comipetiand provide for efficient economies of

scales. By the early 1950s concentration was evigterverything from furniture to foods to
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textiles (Collier, 1996; Green, 1995). Consequentigny Chilean companies tended to produce
poor quality goods at inflated prices, putting theanufactured items even further out of reach of
the average Chilean and further limiting an alresidgnant market (Collier, 1996; Green, 1995;
Murray, 20024

But not only did ISI breed inefficiency, it alsailéd to improve overall living standards, did not
soak up labour and did not stimulate the economth@anlong run. The government’s initial
response was to expand the public sector whickidibg 50% from 1939-53. Yet copper taxes
and foreign borrowing proved woefully inadequate fimding the government’s ambitious
industrialisation vision and bloated public secfidnis, combined with a general unwillingness to
institute progressive taxation, forced the stateewort to inflationary spending which caused
further macroeconomic instability. The money supgubled between 1932 and 1942 due the
government borrowing from the central bank to fI@@RFO’s excesses and due to a series of
wage rises that exceeded the rate of inflation Ftwen1950s to 1965 the Ibafiez administration
(1952-58) and the Alessandri administration (1989#®rrowed heavily and spent big to try hard
to kick-start the ailing Chilean economy, but eacktcumbed to inflationary spending as the
fiscal deficit continued to grow (Angel, 1993).

5.4.2. The Agrarian Question?

By the mid-to early 1960s it was becoming increglsirapparent that Chile’s economic woes
were intimately connected to the nation’s sluggshicultural performance, which many were
increasingly blaming on Chile’s highly inequitaliéexd tenure structure. Indeed, as late as 1964 a
mere 2% of property owners still controlled somé&e56f Chile’s agricultural land. Apart from
being socially unjust, however, this highly skewadd tenure system had numerous wider
economic effects (Collins and Lear, 1995). Firstyith such a huge proportion of land
concentrated within the hands of so few, and gihenabundance of poor agricultural labourers,
land owners had little incentive to pursue more enndagricultural practices. Instead, inefficient
extensive agriculture was the norm meaning consideramounts of Chile’s agricultural land
was left either fellow or underutilised. Not sugdngly then, from the 1930s-to the mid 1960s,
Chile’s agricultural output consistently lagged inehthe nation’s population growth. To meet the

short fall Chile had to import ever greater quaesiiof food in order to feed the expanding urban

44 For example the Chilean domestic price of sewimghines and home refrigerators were respectiveetand six
times the price of their international equivalef@seen, 1995).
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masses, which soaked up scarce foreign exchangstigiged the nation’s balance of payments
deficit (Collier, 1996; Collins and Lear, 1995; K&002; Silva, 1988). Furthermore, with around
70% of Chile’'s peasant families barely subsistimgless than $100 U.S dollars per year, few
Chileans had the wherewithal to buy manufactureddgp limiting an already small and
underperforming domestic market for industrial prots (Winn and Kay, 197%)

Yet, despite being aware of the agricultural sexctiack of dynamism; successive Chilean
governments persistently refused to tackle theei$mad on. As long as minerals, predominantly
copper, provided the state with a steady flow gkrmie, little was asked of agriculture except to
provide a cheap food source for the urban sectides,(1981). This was achieved not by
stimulating greater agricultural productivity, hovee, but by building a ‘tacit-class alliance’
between the industrial bourgeoisie and the trawitidand-owning aristocracy (Cereceda, 1980;
Carriere, 1975; Silva, 1988). This involved thetestasing a mixture of public subsidies, price
controls, legal barriers and outright repressiononder to prevent the emergence of rural
unionism and minimum wage laws (Cereceda, 1980je201996; Kay, 1981, Silva, 1988), in an
effort to satisfy the cheap labour requirementshefhacendadosind guarantee the supply of
cheap agricultural commodities for the urban se€ar, 1981; 2002).

To be fair, Alessandri- with the encouragementhef nited States- made some tentative moves
towards reforming Chile’s severely inequitable ldedure structure, but under pressure from the
landed elite, very little land was actually expiliapggd (Collier, 1996; Murray 2002b).
Nonetheless, by passing Reform Law 15020 and éstaiy the two influential state agencies
CORA (Corparacion de Reforma Agricdland INDAP (nstituto de Desarrollo Agropecuanio

it could be argued that Alessandri did at leasttilagse the concept of reform, in the process
helping to lay the foundations for future refornmlar the PDC (Christian Democratic Party) and
UP (United Popular) government (Winn and Kay, 1974)

Perhaps Alessandri’'s most lasting impression, heweavas not so much his contribution to land
reform but rather his contribution to electoraloref. During his time in office Alessandri
extended the franchise from 1,156,576 people in8118652,915,114 in 1964 (Collier, 1996).
Crucially, many of the newly enfranchised were paoal Chileans whom had traditionally been
compelled to vote as their patrons demanded (Mu2892a). Most still lacked decent living

conditions, had few educational opportunities, comsd an inadequate diet, suffered high rates

4% Also noted by Angell (1993), Kay (1975) and Mur(2@p02a).
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of infant mortality and were illiterate (Winn, 1974Jnsurprisingly then, armed with their new
found political freedoms “it was only a matter ohé before reformist political parties would
take up their cause” (Collier, 1996, p.268; alsaidy, 2002a).

By the early 1960s the public were becoming restl®sotests demonstrations and strikes were
on the rise and were gaining considerable suppitiitrwSantiago’s sprawling shanty towns. The
Christian Democrats jump in the 1963 municipal &bes reflected this growing discontent. It
was increasingly looking dire for the Conservatigvernment to hold on to the reigns of power;
“The scene was now set for the 1964 presidentadtiein” (Angell, 1993, p.146) and the era of
‘mass politics’ (Kay, 1981).

5.5. The Rise of Chilean Mass Politics (1964—1970The Christian
Democrats Partido Demaocrata Cristiano (PDLT

In 1964, the Christian Democratic Party (PDC), caigiping under the banner of a “revolution in
liberty” (Winn and Kay, 1974), a strong platform sdcial-justice and the promise of ‘massive,
drastic and rapid’ reform in the countryside (BroWw889) won a decisive victory in the Chilean
electiort® Headed by Eduardo Frei, the PDC'’s rise reflectes] gtowing phenomena which

witnessed Chilean politics and society becomingrérideologically dogmatic and intransigent”

than any of the previous three and a half decafles/iian government (Angell, 1993, p.141).

Indeed, for the first time since the establishnrthe haciendasystem, a government dared to
openly challenge the “hegemony of the landowne@ll{er, 1996, p.313). However, this would

prove to be no easy task. Expectations among theapé&ry were high. The PDC faced the
dilemma of attempting to lance centuries of so@or®mic injustice whilst maintaining order

among an increasingly polarised and class consgiopslous.

Land reform and rising class consciousness wasimioue to Chile. Since the early 1950s, the
Catholic Church, the left and the United States riégly administration had been calling for
reform throughout Latin America. It was the Cold Vééter all and the US was wary of the rising
social tensions throughout Latin America and wageedo avoid another Cuba (Collier 1996;
Angell, 1993; Murray, 2002b). Given these concetasd reform seemed a convenient way of

46 The PDC claimed 55.7% of the vote which amounte82/147 in the lower house and increased its sedte
senate from 12 to 21 (Angell, 1993)
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simultaneously allaying class tension whilst prammpta more efficient, modern and dynamic

agricultural sector.

Under the US government fundétliance for Progressaid flowed to those countries deemed to
be acting within the broader interests of the Uhifstates and who showed an interest in
stemming the tide of communism. Both the Alessarathministration, but particularly the
reformist minded Christian Democrat Party, werensas worthy recipients receiving some
US$720 million in US aid between 1961land 1970.dat,f Chile received more aid per-capita
than any other Latin American country which is oadive of the level of class-tensions and the
geopolitical importance of Chile at the time (Arig&R93; Collier, 1996; Joseph, 1984; Murray,
2002a).

Thus, while the Chilean people and the United Statere steadily applying the necessary
political pressure for reform, the United Nationsn@nission for Latin America (&CEPAL n its
Spanish acronym) were busy re-working structuralisminclude, among other things, an
intellectual case for land-reform and agrarian mo@dation (see previous chapter for details on
structuralism) (Silva, 1988). Given the Frei goweemt's belief in the social-market,
structuralism had an important intellectual infloerover PDC policy. For example, structuralist
argued that land reforms would help to reinvigorde ailing ISI model by lifting agricultural
productivity and increasing peasant purchasing pofwe manufactured goods, which they
believed would augment the domestic market andvaltr more efficient economies of scale;
reduce the need to rely on imported agriculturaddpcts; and simmer class tensions by
facilitating a more just distribution of wealth (@eeda, 1980; Murray, 2002a; Silva, 1990; Winn
and Kay, 1974).

5.5.1. The Agrarian Reforms of the PDC

In the words of Eduardo Frei himself, the PDC'sorafs “rested on four pillars — the
expropriation of the large and badly worked estatesentives for efficient producers,
government sponsored organisation of the peasamisaa increase in rural wages and job
security” (Frei 1965n Kay b 199? p 420). Thus, the PDC’s reforms wergivated by social
concerns, but the overriding goal was to stimutaigitalist modernisation in an attempt to revive
the country’s ailing industrialisation process (K2902; Silva, 1988; Steenland, 1977).
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Under Frei (1964-1970), all farms of 80 basic amtefd hectares (BIH) were expropriable-
although owners were allowed to keep a reserveOBIH, were compensated in cash and long
term bonds, and were often permitted to retain alsirand equipment (Collier, 1996; Winn and
Kay, 1974). The PDC initially intended to resettlgme 100,000 peasant families (Kay, 1975;
winn and Kay, 1974), however, in the end only artgrato a fifth of Chiles 1,300 liable
haciendawere expropriated and only 20,000 peasant farmskdtted (Collier, 1998},

Following expropriation, the reformed land was arigad into collectives (Oasentamientos;)
which in time the government hoped to divide imdividually owned plots (Murray, 2002a).
The state also offered its support to existing sarad medium scale producers to try and induce
more modern and efficient agricultural practices;luding the provision of improved seed
varieties, subsidised credit for machinery purchaseore productive cattle breeds and

agricultural inputs (Kay, 1981).

Controversially, however, not only were few fansligettled, but the main reform beneficiaries
were arguably the already better offfiquilinos afueras (non-permanent workers) and
minifundistaswere effectively excluded (Angell, 1993; Bengoa839Kay, 1975; Murray,
2002a). Naturally, in a nation already so polarisedo-economically, the slow pace and limited
scope of the reforms led to considerable frustnatiithin the peasantry. This is understandable,
given that “the asentamiento.maintained and even encouraged the economic aniél soc
inequality among rural labourers” (Kay, 1975, pOjZor instanceasendadoame to own on
average 10 irrigated hectares of land, more thaf 8mes that of the averaggnifundista,and
often paidafuerinosno better than their former patrons (Kay, 2002).

Many peasants chose to vent their frustrationsking the reform process into their own hands.
Tomasor land seizures began to occur with greater faqu (Silva, 1988) with some 4@0mas
taking place between 1969 and 1970 (Collier, 19%6Ls, “by 1970 it was becoming hard to

contain agrarian mobilisation” (Collier, 1996 p.314

Yet despite all the political turmoil that charatted the PDC'’s rein, productivity increases were
attained and real wages did rise (Collier, 199@y,KL1975; Winn and Kay, 1974). Combined, it
seemed the PDC's policy of expropriating large arafficient estates, the provision of cheap

credits, import assistance on critical machinemd a favourable agricultural price policy

47 According to Kay (1975), this represented arouBélof total arable land; and a mere 7% of all rimaburers’
(Kay, 1981)
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motivated many large estates to subdivide theid lamd increase their productivity. Field crop
production rose at a rate of 5% per-annum from 49830, more than double that of the
preceding period (2.3%), while livestock productimanaged an average annual growth rate of
5.5%, up from 3.5% from the previous period (Angd®93). Most of the productive gains,
however, were made in the private sector rathar tha expropriated sector. This is somewhat
unsurprising given that the reformed sector coedistf less than 18% of total land (in Bff)
(Smith, 1975). The reformed sector did experienaavth but had to be propped up by state
support which stretched public financial, technieald bureaucratic resources (Kay, 1981).

Regardless of the increase in agricultural progitgtifood imports remained a burdensome
weight on Chile’s balance of payments (Angell, 199&ile the rise in state subsidies and
extension services strained public finances (Qolli®96; Angell, 1993). Public expenditure,
doubled during the Frei years (1964-70), but evéth whe ‘Chileanisation’ of coppéf, tax

revenues only covered three quarters of governsmarding (Angell, 1993).

By 1967/68 the economy was displaying serious sirat weaknesses. The private sector was
reluctant to invest for fear of further ‘redistribue reforms’ (Angell, 1993; Collins and Lear,
1995), and foreign capital was drying up, espegcialthin the copper sector. The states response
was to augment the public investment from 50% t& {Kay, 1981). But in many ways this
increase in public investment merely reflectedrifiative “weakness of private sector investment
and an overall failure to improve the level of néawestment in productive sectors of the
economy” (Angell, 1993, p 159)

As public expenditure continued to rise, the gowent attempted to curtail wage rises from
unions in 1967 but faced the conundrum of resimicthose very unions it struggled so hard to
empower in the first place (Angell, 1993; Colli@§96). When these large wage rises combined
with the already existing public deficit and slowogth after 1967 once again chronic inflation
ensued (Kay, 1981).

48 BIH Stands for Basic Irrigated Hectares. BIH isdisather than absolute size as it gives a beftiécdtion of the
lands productivity relative to it size (Smith, 1975

4° The government took 51 percent ownership of theemiontrolled by United States companies, pritigiffaose of
Anaconda and Kennecott. Critics complained thattmpanies received overly generous terms, investetittie in
Chile, and retained too much ownership. Nevertlselespper production rose, and Chile received haemigeturn from
the enterprises (Collier, 1996).

%0 This point is also supported by Kay (1981)
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5.5.2. The Unravelling of the PDC

Under Eduardo Frei, Chile’'s underlying social, emoit and political structural constraints did
not disappear perhaps as rapidly as many Chileadsekpected or hoped. Although Chileans
were undoubtedly better off in 1970 in socio-ecoimotarms (Angell, 1993; Collier, 1996) the
old scars of slow growth, inflation, inequalitypdaeconomic concentration remained (Collier,
1996). Furthermore, polarisation and political afslity were on the increase, particularly in the
countryside (Silva, 1988). It was not so much ttie reforms were a failure, but that the
government had perhaps promised too much too sa@ng peasants’ expectation beyond that
which was deemed politically feasible (Angell, 19%&ay, 1981; Murray 2002). Strikes, land
seizures, urban occupations, student demonstratmus minor urban ‘terrorism’ on the part of
the ultra left MIR (Revolutionary Movement of theft), were all on the rise and reflected the
tempestuous mood within Chile (Collier, 1996; Sjl¥a88§".

As tensions grew, both the right and the left wiemsy mobilising, forming new coalitions and
attempting to articulate a new vision for the matigCollier, 1996). On the right, liberals,
conservatives and some members of the nationddjet mfuriated with the PDC'’s reforms,
banded together to form the National Party whicHLBg9 was capturing 20% of the vote in the
congressional elections (Angell, 1993). Meanwhiles left was also gaining in the poles,
capturing 28.1% of the vote in 1969 while theiricatiallies achieved 13%. Significantly, some
on the left, particularly within the socialist partvere increasingly colouring their speeches with
the “language of the guerrilla struggle and popiudauarrection” (Angell, 1993 p.155). Emerging
from this political turmoil a range of disparatétil parties ranging from the Communists to the
Socialists formed what came to be known as the [Bojinity Party (UP). With an increasingly
mobilised peasantry, and given the breakdown betwiee ruling Christian Democrats and the
political right, a window of opportunity had openéat the Left, creating space for the UP’s
historical rise in the 1970 presidential electi8ilv@a, 1988)

5.6. Allende and the Socialist Experiment

In 1970 Salvador Allende, head of taidad Popular(UP) leftist coalition, assumed the Chilean
presidency- albeit with a slim minority in congre3sking advantage of the newly awakened

class tensions stirred up during the PDC era (€0lli996) the UP openly declared its ideological

%1 For example, in 1960 there were only three strikethe countryside. By 1970 this number had eneibto 1,580
strikes (Angell, 1993; Kay, 1981) and in 1970 thexre 368 farm invasions compared with only 16968 (Angell,
1993)
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agenda which was to “...search for a replacemerti@ptesent economic structure....in order to
initiate the construction of socialism” (Allende973 in Angell, 1993 p.158). Specifically, this
meant a commitment to “nationalise the economyinplement a massive program of income
redistribution, [and] to end the dominance of tlaifundia” (Angell, 1993 p.158).

Wasting little time, in their first year alone, tlgwvernment expropriated 80 key industrial
enterprise¥. The most notable seizure being the lucrativehaort copper mines, which Allende

intended to harness in order to fund his partieSitimas transition to socialism (Collier, 1996).

In the countryside, with little regard to any eiffiocy criteria, the UP expropriated all estates in
excess of 80BIH, abruptly ending hundreds of yeétatifundia dominance (Kay, 1981; Murray,
2002a). By 1972 all estates over 80 basic irrigdtedtares (BIH) (Collins and Lear, 1995;
Collier, 1996) — making up some 60% of all irrighteand — were in state hands ready for
redistribution (Angell, 1993) and by 1973 two thirof the peasantry were unionised (Kay, 1975).

However, having expropriated the land, there wasglieement within the UP as to how the
reformed sector ought to be organised. The Sotsdksoured the establishment of large state
run haciendas mass mobilisation and a speedy reform processotsolidate power. The
Communists preached caution, advocating a lessitem$ co-operative type arrangement that
reassembled more thciendasof old where peasants would be allowed their oardgn plot
within a familiar setting (Winn, 1974; Collier, 16p

Emerging out of this intra-party dialogue was a pasmise of sorts in the creation of tGentros
de Reforma Agrarieor agrarian reform centres (CERA). These reforntsumiere made by
combining a number of nearby adjacent estatesdardo form a large ‘rationalised’ production
unit. The CERAs were also an explicit attempt toand incorporatafuerinosand even some
minifundistasnto the reformed sector (Winn, 197%)

In theory the CERA's were to be a socialistic madegyroduction. But the UP faced political
opposition especially from thesentadosvho resisted any attempt to water down their pryed
position. This resistance forced the governmemiotopromise and allow private ownership of a

house and garden on the CERAs. Still, the formatiothe CERASs proved a technical and slow

52 By the time of the coup this number had risen® dompanies making up approximately 60% of Chi&P.
%3 Afuerinosandminifundistasvere effectively excluded from the PDC’s reform g and suffered job losses as
capitalist farmers modernised their farms by emiplgyabour saving technologies (Winn, 1974).
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process — in the meantime tB@emite Capesingpeasant committee) was erected which in time
became the most numerous reform unit. But accordin¢ay (1981), the most successful models
were the CEPRO<Lntros de Producciomroduction centres and the ‘intervened farms’.sThi
was because within these units the government wwgsastionably in charge and agricultural
labourers paid in wages (Steenland, 1977), so {lsem tended to be better organised,

centralised and encountered less conflict (Kay,1198

5.6.1. The Cost of Reform: The Demise of the UP

Under the UP the Chilean economy underwent sewesalendously rapid structural changes.
The first year Chileans enjoyed an economic boomtlmn back of generous government
spending, price freezes and wage rises. The seaoddthird years, however, were not so
prosperous economically. Combined, falling coppeicgs, a thriving black market, and

congressional resistance to tax reform meant tlatergment revenue was well below

government expenditure. By 1972 the fiscal defiaid doubled from 4% to 8% of GDP partly as
a result of the government’s bloated public se@oquiescence to wage claims from unions and
its policy of price controls. What's more, inflatiavas in the triple figures, the countries balance
of payments account was severely in deficit, yedrdebt service had to be renegotiated and

rescheduled, and real wages and real GDP per eapitafalling (Angell,1993).

In the agriculture sector, fear of expropriatidme tlevelopment of a black market, rural unrest —
particularly land seizured ¢ma$ which the government appeared either unable wiillimg to

try and put a halt to- created a highly volatilel amstable business climate which discouraged
investment and led many farmers to de-capitalisér tlarms (Collins and Lear, 1995; Collier,
1996). The reformed sector fared little better. Teeision to allow individual titles backfired in
the sense that it undermined the collective idedighe reforms as peasants neglected the
collectives in favour of their own individual plotgCollier, 1996; Kay, 1981; Kay, 2002;
Steenland, 1977). Consequently, wheat and potatituption declined by a third while sugar beat
slumped by more than 40%, precipitating a four fioldrease in food imports at a time when

foreign exchange earnings were already stretchaddiy 1993).

Furthermore, the opposition did everything it cotddry and derail the UP by fermenting union
resistance, supporting strikes, and fostering &aong the populous. Although it certainly did

not help that the UP struggled to come to a congens to the nature, scope and speed of the
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reform process. There was also a lack of coordinabietween those agencies directing the
reforms, the government’s economic team and thidqgaahs (Angell, 1993). Moreover, given the
degree of social transformation planned, the URyreaeded the support of the majority of the
population — particularly the influential middleask (Angell, 1993), better control over the armed
forces (Kay, 1981) and perhaps “a greater doseraduglism” (Collier, 1996). Without such
support the UP could only hope their “economic gel would be so successful that there would
be a massive swing in its favour”, but this was twbe (Collier, 1996 p.160). By 1973 the
economy was in crises, the social order in fluxg anilitaristic tensions on both sides of the
political spectrum were becoming increasingly phlpa(Angell, 1993; Collier, 1996). On
September 11 1973 the military intervened abrugptigt brutally ending over 50 years of civilian
government and put an end to over 40 years of-katedevelopment.

5.7. Return to the Market

On September 111973, Salvador Allende was deposed in a bloody dmaded by the soon to

be Dictator General Augusto Pinochet. Almost imrataly the military government set about
outlawing union activity and any other oppositiddgeclaring any sectorial demands as an
‘illegitimate act’, directed against the ‘generatdrest’ of the nation” (Silva, 1988). However,

having little experience in economic policy theruss| the generals looked to the new liberal
orthodoxy of monetarism and unrestrained laissge-faconomics emerging from the Chicago
School of Economics for direction (Angell, 1993;r@a, 1998; Collier, 1996; Kay, 1981)

Heeding the advice of influential neoliberals, Rinet instituted ‘economic shock treatment’
(Barton, 1998; Collier, 1996). This included, amartlger things; curtailing public expenditure by
half and reducing the money supply to raise intawes; privatising some 400 state controlled or
‘intervened’ companies (Lewis, 2002); liberalisifgreign investment laws; and dramatically
cutting tariffs and quotas on imports (Collier, 658,

%4 Unbeknown to many at the time, these Chicago ethisconomists, or the ‘Chicago Boys’ as they araesimes
called (Green, 1995; Silva, 1988), were in the psscof planning a coup of their own- an ‘ideolofixaup’- which in
retrospect would go on to have far greater implices for the world than Chile’s military coup. Howvee, for the time
being, Chile was poised to become the world's firebliberal experiment (Murray, 2002a), and woudtter be
heralded by economists, governments and interredtiorancial institutions the world over as a bastof ideological
purity worthy of emulation (Collier, 1996; Murrag002a).

%5 The military government cut tariffs from 70% to%0n 1974- making them some of the worlds lowestll{€r,

1996).
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Predictably, recession ensued and by the end d& T&JP had slumped by one seventh and
industrial output by a quarter. By the end of teeatle manufacturing’s share of GDP was a mere
one fifth of the pre-recession figure. Unemploymieicteased by 20 percent and for those lucky
enough to keep their jobs, wages were slasheddsmaily (Collier, 1996).

In the agrarian sector, land reform was brougtart@brupt halt. INAP and CORA- departments
formally instrumental in the reform process — weateprived of government funding and
underwent serious personal cuts (Collins and L&885; Cruz, 1993; Silva, 1988). Political
activity was prohibited, wages cut, subsidies talsfarmers terminated, and food prices were
allowed to rise (Murray, 2002a and 2002b). Growefdraditional crops in particular faced
serious financial hardship as cheaper food impootgred in and unemployment and wage cuts
reduced domestic demand (Gwynne and Kay, 1997; 2232).

As for the reformed sector, the military governmbatl three main objectives; first, to break up
the cooperatives and return land to the former osyngecond, to suppress collective political
power among the peasantry; and third, to unlockeGhcomparative advantage by subjecting
Chilean agriculture to the ‘discipline’ of the matkin order to bring about a more dynamic,
efficient, export-orientated agricultural sectbdturray, 2002a)Surprisingly this did not include
resurrecting thénaciendasystem (Collins and Lear, 1995; Collier, 1996; @aml988; Murray,
2002a and Ortega, 1987). Somewhat paradoxicalydhiet used the earlier land reforms and the
modernisation processes already set in motion ley &nd Allende to his advantage (Ortega,
1987). Therefore, of the reformed sector only 30&6 weturned to its original owners, 30% was
auctioned off privately, 7% was kept by the stated the remaining 33% was parcelled out to
campesinogChilean Peasants) (Collins, 1979). By 1979 thétanl government had achieved its

counter-reform.

5.7.1. Increased Production at a Price

If the intention of Pinochet's market reforms wasdemobilise the peasantry and stimulate
export-led growth, the military government’'s sturetl reforms and the considerable foreign
investment it engendered certainly produced’tf{iBollins and Lear, 1995). Pinochet’s markets
reforms and the de-unionisation of the peasantovgat an irresistible magnet for foreign

investors who poured into Chile to take advantagthe countries abundant natural resources,
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cheap labour and counter seasonality (Collins azat,1995; Murray 2002a). Between 1975 and
1976 GDP averaged an impressive 7% on the badkasfgsgrowth, particularly within the non-
traditional export sector (NTAX) (Loveman, 1988; ivay, 2002; Ortega, 1987)[see figure 1].
For instance, from 1973-1986 the area planted uit firees doubled with a massive 84%
concentrated in Chiles Central Valley region betwefconcagua and Curicd (Cruz, 1993;
Korovkin, 1992; Kay, 2002) [see figure 2]. Applegne being sold to the UK and wines to the
US (Collier, 1996). Radiata pine plantations alsmlerwent spectacular growth from 200,000
hectares in 1965-73 to one million hectares by @8z, 1993). Fish exports followed a similar
positive trajectory (Murray 2002). Thus, in justeova decade (1974-1987) agricultural exports
went from 250 to 1300 million dollars. This ‘remalite’ growth (Kay 1993) saw agriculture
reach 27% of total exports in 1987 (Cruz, 1993uo@aty Chile's precarious reliance on copper

exports which Collier (1996) has called “an obvisuscess story” (see figure 1).

20,000
18,000 /
16,000 /-\{A\/I
14,000

12,000 /

10,000 /

8,000 W
6,000

4,000 7%“/‘

Millions of US$ (nominal)

2,000 +
e
0 T T T T T T T T T T T T
RSN SR S A S I I SN SN S A
‘—A—Mining —=—NTAX —@— Manufacturing —I—Total‘

Figure 5. Chilean exports and NTAX 1978-2000 (mikins of nominal US$)

Source: generated from Murray (1997a).

57 Kay (1981, p.507) refers to the military governttetabour policy as “market repression” in the sethat its
primary aim was to lower wages so that Chile condtlease its international competitiveness anditstaollins and
Lear (1995, p.193) concur, preferring to refer tol€s lower labour costs as an “unnatural advagitagther then
comparative advantage.
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Figure 6. Chilean fruit and grape exports 1971-2008Value in nominal US$000s)

Source: Generated from Murray (1997a).

For neoliberals, Chile’s miraculous growth in NTAksproof of the market’'s superior resource
allocating ability vis-a-vis the state. For surepsthcommentators generally accept that the
creation of a land market and a group of highlynirsilialistic, profit motivated, small-to-medium
sized farmers, helped drive increased agriculteffitiency and paved the way for the agro-
export led growth of the late 1970s and 1980s {@okhnd Lear, 1995; Gwynne and Kay, 1997;
Murray 2002a; Kay 1993). However, to attribute thiswth solely to the wonders of the ‘free-
market’ represents a gross distortion of the sindeading up to the NTAX boom (Collins and
Lear, 1995).

The creation of an efficient land market, for imst@, simply would not have been possible if it
were not for the courageous land reforms of botbi Rnd Allende which dismantled the
inefficient and antiquatediatifundia system (Collins and Lear, 1995). Furthermore, Chile
dynamic fruit industry owes as much to presiderdi'sr(Senior) 1966 National Plan for Fruit
Development, which was aimed at stimulating thet fexport sector. Under the plan, the
government surveyed existing orchards, conductedkeharesearch, set up nurseries and
experimented with new varieties, established playtitary standards, partially subsidised credit

facilities for orchard investment, and built criticresearch and development links with the
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University of California and the Universidad de I[g{Barton et al, 2005; Collins and Lear, 1995;
Gwynne and Kay, 1997). Chile’s multimillion dollarestry industry also received a ‘hand up'.
After all, the lion’s share of trees were plantetid before the military government came to
power (during the ISI years), plus the industryeieed considerable state subsidies (Gwynne and
Kay, 1997; Kay, 20025, As for the traditional sector, after initiallyl@ving foreign imports to
devastate the sector, it was only once the miliggmyernment established price bands, minimum
prices and tariffs on some basic annual or tratificrops after 1983 (e.g. wheat, vegetable oil
and sugar beet), that this sector began to re¢@wynne and Kay, 1997; Kay, 2002; Korovkin,
1992F°,

Also, neoliberals ought not to forget the massivaa-economic impact their policies had on the
Chilean countryside (and also the urban sectdravk already mentioned the effect the structural
reforms had on the traditional sector, but the amilous’ NTAX sector has been equally
regressive spatially and among different socio-eotn groups. The much vaunted fruit boom
for instance was “largely concentrated in the Canalley region” (Kay, 2002, p. 480), and
within this region, it has been predominantly lacggitalist fruit farmers and agribusinesses that
have had the necessary capital and technical ésg@en participate in the boom. As Ortega

explains;

[while those] few producers who could orientate itheroduction towards the dynamic
international markets [were] relatively successfil integrating into the new economic
model...the overwhelming majority of peasants andran entrepreneurs found it impossible to
produce exportable crops due to a lack of capitad &limatic factors and have been confined to

producing for the local market (Ortega, 19%7)

Indeed,Bengoa (1983), Cruz (1993), Collins and Lear (19%&y (2002) and Silva (1988)
estimate that half of all reform beneficiaribad lost their land within the first few years of
neoliberalism. Crucially, however, even when snfalimers have managed to convert their
parcelasfrom traditional to export crops (e.geconversiol in the absence of government
intervention, few have been able to remain viabler ahe long term due to excessive debts and

%8 According to Gwynne and Kay (1997, p.4), undeiitany rule the forestry sector received up to 76%ts
reforestation costs from the government througregars subsidised government loans.

% This point is also supported by Collins and La®95), Collier (1996), Gwynne and Kay (1997), Kay
(1981), Kay (2002) Murray (2002a; 2002b) and S{1/288).
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scale difficulties (Murray, 1997a; 1997b; 2002a026). With few options available to them,
most have had little choice but to flock to nearbyal shanty towns in search of low paid,
precarious, seasonal work (Collins and Lear, 19B8)illustrate the magnitude of this transition,
Silva (1988) estimates that in 1970 almost 80% haf Chilean fruit industry workers held
permanent work compared with only 10% of agricatuworkers in the late 1988s Not
surprisingly thenfrom 1981-1986 per-capita food consumption decte&8é in calories and
20% in protein (Gomez, 1988). Thus, during militarye while an elite few Chileans were
basking in their new found economic freedoms, pigvesas the reality for nearly half of rural
Chileans during the tumultuous 1970s and 19804dié€,01996).

5.8. The Return to Civilian Rule: theConcertacionCoalition

In 1989 Pinochet stepped down as dictator of Child allowed for the return to democratic
civilian rule and Chileans elected Patricio Aylwais the head of th€oncertacioncoalition.
Campaigning on the “growth with equity” slogan, Wih and hisConcertacioncoalition had the
difficult task of maintaining Chiles’ internationabmpetitiveness and export led growth whilst
attempting to address the natiodguda social’ (social debt) left in the wake of nearly two
decades of authoritarian rule and highly unevervetgpment’ (Barton, 1998; Hojman, 1993;
Collier, 1996).

In terms of economic policy, the fir&oncertaciéngovernment showed little interest in altering
the fundamental tenants of the neoliberal orthodemgept to tame some of the more regressive
aspects of the free market model (Murray, 2002kjpr&priation was off the agenda and export-
led growth remained the order of the day with thit fand forestry sectors leading the way (Kay,
1993). There was also no attempt to alter the flagpediments to the unionisation of temporary
workers and strikes by organised workers in thenerucally important fruit industry” (Collins
and Lear, p.198). That said, however, in an efforgive a ‘human face’ to neoliberalism, the
government re-established its role in assistingllsfaemers and cooperatives with credit and
technical support and continued to offer price supfor domestic crop producers. The
government also invested in health and educatioarad areas in an effort to try and address two
decades of ‘economic darwinism’ and poverty in@éean countryside.

61 Cruz (1993) offers a similar figure, estimatingtttup to % of landless peasants relied on suchitae, temporary
and unpredictable work- many of whom were woman.
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By 1992 it was clear that th€oncertaciongovernment had successfully managed to retain
Chile’s export momentum. Commenting during Aylwirpsesidency Kay (1993) wrote that “a
major structural shift [had]....occurred regardingi@gture’s contribution to foreign exchange
and position within the national economy” and ftire" first time since the mid 1930’s agriculture
made a positive net contribution to foreign excleingndeed, in the early 1990s agricultural
exports contributed close to a fifth of total fageiexchange (FE) earnings in comparison to the
pre-1973 period where agricultural exports contgdua paltry one fifteenth of total FE earnings
(Kay, 1993).

Domestic agrarian production also continued tovecaoinder Alywin. A range of interventionist
measures that first began under Pinochet’s ‘adtirall rectification policy’ during 1982/83,
including price bands for key crops, higher tardfsfood imports, and greater purchasing power
were continued and had by the nineties affordedeGinitual self sufficiency in these areas (Kay,
1993).

Thus, the combination of a stable macroeconomimatk, entrepreneurial dynamism and
considerable state subsidies to the forest seatbbli the early 1990s worked to resurrect Chile’s
perennial agrarian backwardness and inefficien{ay, 1993). Somewhat ironically, according
to Kay (1993), Chilean agriculture in the 1990ssdzhon a flexible but stable land market leading
to an agro-export boom in many ways representgahksation of those right wing reformists
within the PDC who over two decades earlier wisteednleash “modernising capitalistic forces”

within the Chilean countryside

5.9. NTAX, Reconversiomand the Role of the State in the Post-Pinochet

era

From 1990, up until the time that my field reseanas carried out in October/November 2004,
Chile has maintained strong democratic leadershipleu three successiv€oncertacion
governments, first Aylwin (1990-1994), followed kyrei (junior) (1994-2000), then Lagos
(2000-2006). During this period each administratiad attempted to address Chile’s persistent
social-inequalities to varying degrees whilst beiogreful to not jeopardise Chile’s much
heralded export led growth (Kay, 2002). Most relseritagos — arguably the most left-leaning of

the three leaders — has carried out the most cucanti-poverty, anti-inequality measures since
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the military regime left power. But as Murray (2@)2. 426) points out, like the two leaders
before him, Lagos has attempted “to tackle thissigant problem...whilst being wedded to
neoliberalism, which, to some commentators (Gwyaing Kay, 1997), is the fundamental cause
of the deep rural differentiation which has takéace over the last three decades”.

The apparent ‘continuity’ and persistence of theliberalism model under three supposedly
leftist democratic regimes may seem surprising,ibulargely explained by the fragile political-

economic environment bequeathed by the militaryegoment which included;

[tihe powerful influence of international capitahd the desire of the government to maintain
investor confidence; the role of the military-aleghbusiness elite and their opposition to the
social reform and high taxation... the legacy of 1880s constitution which swung the balance
of power in the parliament and senate towards ibbtrwing; and the wish of the democratic

governments not to antagonise the military ..."” (Mayr2002a, p. 430).

In terms of the countryside, this has meant anishphdherence taeconversion wherebyit has
tended to be agro-business, rather than the #tattehas mediated the process of inserting small-
scale producers into the global economic systemrdidan, 1992; Kay, 2002). This is not
altogether surprising, however, given the contingemvth in non-traditional fruit exports since

the mid-1990s, particularly table grapes, as shioviigure 3 below.
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Figure. 7
Chilean Agriculture, Forestry and Fisheries Exports(1996-2005)
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*Includes Fisheries and Silviculture
Source: Banco Central 2006

Note: see figure 2 for pre-1996 periods.

Through the use of contract farming in particul@hépters 2.4.1. and 7.3.), agro-business, much
of it foreign owned, has become the key driver barme within the Chilean countryside
channelling finance and advice to small-scale ptedauiin an effort to promoteeconversioh
(Korovkin, 1992; Gwynne, 2003; Murray, 2002b).

Where the state has provided its limited suppbhtas tended to be directed towaresonversion
itself rather than the obstacles and needs that'rdeonverted’ may face once they have
converted their plots (Murray, 2002a). Furthermdsecause assistance farconversiénhas
generally only been offered to those growers théle@h government considers as ‘viable
producers’,minifundistashave effectively been left out creating “a geogifedand indeed a

socio-economic] concentration of exclusion” (Murrd®02a, p.433; Korovkin, 1992).

Thus, despite some superficial government assistasmall-growers wishing to partake in
reconversiérhave for the most part had to rely on agribusifessredit, technical expertise and
market access. This process has been underwagrfa 8me and has tended to create a situation
whereby small ignorant peasants are entering iobdracts with much larger international firms,
creating a vast power asymmetry between producdr exporter (Gwynne, 2003; Murray,
1997b).

Since the early 1990s Murray (1997b) has explohedniature of these power relations within
different Chilean localities. His investigationsoghthat for many- perhaps even the majority of
parceleros-exporting grapes and apples has not being astiveras agro-business would have
initially had them believe. Companies have beee &bluse their position of power and superior
information flows to force farmers into rather unfhargaining positions. For example, in El

Palqui it was observed that from 1990 onwardsnéernational prices worsened, “through the
economic mechanism of prices and contraatgany growers were unable to shift out of grape
production, as returns consistently failed to comedits and charges” (Murray, 2002b, p. 206).
As such, a large number of small producers have b#ectively forced to sell their land, on a

number occasions to the export companies who heized the opportunity to expand their

productive base (Murray, 2002a). These are conugrfindings as it shows that even those
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farmers that have ‘successfully reconverted’ andcessfully inserted’ into the global economy

have still faced tremendous structural barriersrfisyy 2002b.p 197).

Therefore, if the mid-1990s are anything to go ibyyould appear that there remain numerous
postreconversiénissues and equity consideration which have yetetadidressed. For instance,
in El Palqui, by 1994, 32 of an original 144rcelashad fallen into the hands of companies, more
often than not due to unsustainable debt level&iMyrduring the time of Lagos, Murray (2002a.

pp. 438-39) commentated that without;

monitoring of fruit procurement contracts; legaldafor small-scale growers in contract disputes; a
system of financial provision and debt re-negatiatfor small growers; more effective non-company
owned technology transfer; provision of impartisfarmation; and, incentives to organise and

bargain collectively, [then rural poverty and inedditly are likely to persist].

To summarise, the rapid changes among the Chiteénekport sector is thus, arguably, one of
the more revealing stories to emerge out of Chitesliberal experience. On the one hand, this
highly modern, highly capitalised, dynamic and glibbintegrated sector is synonymous with the
‘new rural Chile’ so eagerly received by economiptditicians and industry leaders. Yet by the
same token, this sector is also indicative of a mewl Chile whereby rural socio-economic
differentiation, land concentration and rural ptal@nisation appears to be intensifying,
threatening the livelihoods of many peasant familigiven the hype surrounding the expansion
of Chilean NTAXs, particularly the fruit export $eg, there is a danger that the Chilean model
will be regarded as a model worthy of emulationewln reality Chile is yet to demonstrate how
such growth can be made more inclusive and eqeitadspite 14 years of ‘growth with equity’
rhetoric from successiv@oncertaciéngovernments. It is, therefore, crucial that El Raggstory
and stories from other localities like El Palquitbl so that we may come to better understand
the negative distributional effects that outwargkotation can have in order to formulate better

ways to mitigate such effects.
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6. Local Transformations in EI Palqui, Chile

The following chapter will attempt to statisticaknow the results drawn from field work that
took place in El Palqui, Chile, November 2004. ™a¢a will be merged with Murray’s previous
data, which covers the period 1983-1994. Combihedfindings suggest a marked and steady
pattern of land concentration taking place withia Pueblofrom 1983—-200%. By far the most
notable trend has been the steady proletarianisai@ semi-proletarianisation pfarceleros
within El Palqui’s fiveparcelaciones (Los Litres [LL], San Antonio [SARrfa Rosa [SR], El
Pefion [EP] and Puente Plomo [PR]Replacing these small-growers are a select féghhh

capitalised and highly aggressive, national andimatlonal export companies.

In presenting these findings, the chapter is didioito two separate, yet interrelated parts, based
on two different data sources, part (a) and part Thhe methods used and the targeted data
sources intentionally mirror that of Murray’s (129 previous work in an effort to harmonise past
and current findings so as to allow for a longihadistudy of land concentration within El Palqui.
The entirely quantitative findings for part (a) kalween derived from the regions land tenancy
roles between the period 1983 and 2004, which tlaekchange in ownership of each plot over
time (see method¥) Part (b), however, uses a mixed approach andgitsnboth qualitative and

quantitative data forms.

62 Information for the pre-1983 period was not aval#da However, it is clear by comparing the numigparcelerosin
1983 with the number of originals that some hadaaly sold prior to 1983. In his earlier researchrisiy (1997) was
unable to say exactly which forces led to thesly sates as most growers could not be contactezhetteless, he
supposed that growers may have sold either toveetiebt with state agencies like INDAP, or - unatemed as they
were to making relatively large amounts of monegyrhave been tempted to sell to make a quick mrcknight have
lacked the administrative experience or technigpkgise to manage their land efficiently makingcijtsale an
attractive out.

8 Unfortunately, the roles are limited to showinguehes among discrete plots and therefore do rew ais to trace
the shrinking ofparceleros(from 1994 onwards) which occurs when a plot owdemides only to sell part of his/her
plot. If it were possible to track these changedgjng by the evidence from part (b), which testliat the majority of
small farmers interviewed have sold some landdtsgibution of land within the region is likely tue even more
skewed in favour of larger players than part (@)ifes suggest. In the absence of plot size orotes we can only use
original plot size as the bench mark for measucimgnge. Furthermore, although a large numbeacotelerosin El
Palqui are involved in grape production, severalrast, and others practice multi-cropping, mearming cannot say for
certain that every land sale is due to a failursutccessfully reconvert.
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6.1. Land Transfers within El Palqui (1983-2004) (Brt a)
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Figure 8a Land transfers within individual parcelaénes, El Palqui Chile, 1983-1994
Figure 8b Land transfers within Individual Parceldénes, El Palqui Chile, 1983-2004

Source: Generated from the role$ Impuestos Internogsarious years) as are all part (a) findings that

follow).

Note: Comparing one parcelacién with another widl misleading as each parcelacién has a different
absolute number of plots (for instance, in 1983t&d&osa (SR) had 46 original parceleros compareti wi
only 5 in Puente Plomo). Thus, for a more accumaalysis comparisons should be made with in each

individual parcelacién over time.

Beginning with figures 8a and 8b, and bearing indrthat there exists a mere 144 plots, one can
almost instantaneously observe the high degredudfitfy within the El Palqui land market
between the years 1983 and 2004. The graph (fi§ajeshows a steady rate of transfers,
particularly between 1983 and 1994. The first twan® 4 year periods both share 23 transfers
while the four years between 1990-94 recorded 2fitphnsfers. Although, the exact numbers of
transfers for the four year periods since 1994 rare attainable, it would appear that the 59
transfers within the ten years since 1994 (19944p@@e consistent with the past 11 years trend
(1983-1994)(of 67 transfers) but displays a slglbtving down (see figure 8b). However, this
difference could quite easily be explained by thérae year between 1983-1994. Indeed, by
dividing the number of transfers by the number efng there appears even less difference
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between the two periods, with an average of 6xsfeas per year (1983-1994) and 5.9 transfers
(1994-20045".
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Figure 9a: Land transfers according to size disttition, El Palqui, 1983-1994 (ha)
Figure 9b: Land transfers according to size diditition, El Palqui, 1983-2004 (ha)

A similar result is found when land transfers arespnted according to size distribution. As
figure 9b demonstrates, transfers according to e category have more or less remained
constant between the two periods 1983-1994 and-2004. The fewer transfers within the

(>5<10) category from 1994-2004 are likely to refldwt greater number of transfers that took
place within this category in the early years, e&ly from 1983—-1990 (see figure 9a). It is

difficult to say for sure what drove this disparitybegin with. Perhaps initially larger plots were

in greater demand due to their perceived scalefilen¥et, as these plots=%<10) became

scarcer, buyers turned their attention to the remgismaller plots.

Because of the general consistency between the eruamdl size of those transfers between 1983
and 1994, and 1994 and 2004, as might be expebt, is also little deviation between the two
year groups in terms of the amount of hectaresteared.

8 However, figure 1 and 2's weakness is that theybath derived from discrete time periods; (19886,9986-1990
etc) therefore, disaggregating by year is notyikelaccurately reflect the actual year to yearalmlity within the land
market.
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Figure 10: Land transferred for each size categdryterms of hectares.
Note: Graph displays only those size grouping &d from 1 to 20 ha. The reason is to exclude ldage
transfers so as to give a more accurate depictibthe amount of land being transferred among small-

farmers without the data being distorted by large off sales.

Hectares | 1983-86 | 1986-90 | 1990-94 | 1983- 1994-
1994 2004
<5 24 31 52 107 103
>5<10 83 92 40 215 168
>10<20 42 13 55 37

Table 1:Land transferred for each size category in termshafctares

Although in figures 8, 9 and 10, land transfersgemms of number, size distribution and hectares
appear more or less constant — especially wherebrdiwn into one 11 year and one 10 year
period- this does not necessarily reflect thie of changeor degree of fluidity within the land
market over time (e.g. land-market velocity). Gitae fixed number of plots within the sample
area, as more and more land becomes consolidatedgam few successful larger growers
(owning more than one plot), there are effectitels ‘individual’ plots available to transfer, or
in other words, fewer and fewer owners within epalcelacion(see table 2).

This is based on the assumption that larger growemsxport companies are, in general, less
likely to encounter financial difficulties and ardnerefore, less likely to resort to selling their

land®®. They are also likely to manage their multiple tploespecially when adjacent to one

% This is not to suggest that larger players owmirmge than one plot do not and have not sold lantlab latter
evidence will show, in general, they have beemfare successful in retaining and expanding theitihgs (see
figures 11 and 12).
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another, as if they are one entity, rather thadisarete plots, as appears on the roles. Thus, in
line with this assumption, we would expect to sesbowing down of the rate of transfers as there
are essentially less plots available for transfemore meaningful measure, therefore, would be
to calculate the number of transfers as a percerdfithe number of owners within El Palqui, as
is presented below.
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m (%06) relative to existing 48 55
number of ow ners in
base years 1983 and
1994 respectivly

Figure 11: Number of absolute land transfers vs.etmumber of transfers relative to the number of

owners in El Palqui in base years 1983 and 1994.

As displayed above in figure 11, as a functionhef humber of owners remaining, land transfers
have actually increased proportionally from 199484£0rom 48% to 55%. The results would

perhaps show an even greater divergence if it wessible to extricate the extra year included in
the 1983-1994 data set. Still, while it is cleaatttand transfers have increased proportionally

since 1994, overall, there is little major deviatlmetween the two periods.

These statistical patterns are also mirrored atethel of the individuaparcelacién.Looking at
figure 8a and 8bat first glance there appears significant variatibroughout the years. For
instance, in the initial period 1983-1986 San AmidSA) is responsible for approximately 40%
of all transfers but records comparatively lesthim next two periods, only to rise again slightly
in the last period (again due to the decreasinglatessnumber of plots available) potentially due
to the catch up effect already outlined. Los Litfiels) on the other hand demonstrates a different
transition, recording no transfers between 1983 &h@nd comparatively fewer than the other
parcelacionesn the following two periods up until 1994.
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In percentage terms, however, some of these appaeels seem less significant. For example,
as in figure 11, figure 12 and table 2 below shakes number of land transfers within each
parcelacionfor the two periods (1983-1994) and (1994—-2004a dsnction of the number of
owners present in base years 1983 and 1994.
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Figure 12: Number of land transfers among El Paldsi five parcelaciones as a percentage of (or
relative tg the number of land owners in base years 1983 4994.

Transfers as a % of owners| SR LL EP SA PP
various base years

No. of owners in 1983 46 34 31 22 5
No. of transfers by 1994 24 7 17 16 3
Transfers as % of owners in | 52.20% 20.60% 54.80% 73% 60%
base year 1983

No. of owners in 1994 38 32 22 15 3
No. of transfers by 2004 21 11 14 11 2
Transfers as % of owners in | 55.30% 34.40% 63.60% 73.30% 67%
base year 1994

Table 2: Number of land transfers among El Palquifere parcelaciénes as a percentage of (or

relative tg the number of land owners in base years 1983 41994

With the exception of EP and LL, relative to thentner of owners in base years 1983 and 1994
transfers have remained more or less constantghoui the years for 3 of theparcelacione¥,

especially if we take into account the extra yeafuded in the 1983—-1994 interval. The increase
for LL is most pronounced (just under a 100% insedalt is quite possible that the figures reflect

something of a catching up effect given that LL had fewest transfers from 1983-1994.

% Of course, there is likely to be much more vaniatbetween the years than the graphs suggestnBudér to
compare with the last 10 year period it was necgdsaaggregate past data. This is undoubtedim#adtion of my
findings.
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Although there may be another explanation linkethts parcelacionrelatively late adoption of

‘monoculture grape production. According to Murfa997a, p.129);

As late as 1988 in LL the cultivation of the tomegmained at least as important as the
cultivation of the grape. In this parcelaci@neen beans also continued to form an integral

part of the localised agricultural base (around 1@¥surveyed land.

Thus, having arrived late to full monoculturezonversionthere may have been a lag time of
sorts before lower returns, increasing costs aodeasing charges began to bite and generate
debt. Moreover, as Murray observed in 1994, haeimiyed late, LL growers perhaps “failed to
enjoy the successes characteristic of the midH@88s” (Murray, 1997a, p. 31). Given these two
interrelated factors, it is perhaps unsurprisirag ttL has displayed such a rapid rate of transfer’'s
among small-farmers within recent years. Howewuerspite of LLs' farmers’ recent and rapid
decline, overall, LL still retains the largest nuenlof originalparceleros (19 of 34)The peculiar

nature of LL will be discussed in greater detaipart (b) of the results section.

6.2. El Palqui’'s Evolving Land Distribution and the Issue of Land

Concentration

So far it has been demonstrated that land trankfare continued to characterise El Palqui. It is
clear from the findings that many smaller farmers selling off their land while others are
consolidating their holdings. What the transfepiniation does not necessarily tell us, however,
is how this is affecting the distribution of landin the locality. That is to say, a greater numbe
of land transfers does not necessarily mean lesgem®aand greater land concentration if each
parcel of land is sold and bought by another irtligd (perhaps another small producer), even
though this is extremely unlikely.

57 As a point of comparison, already by 1988 SarpAiat was almost 90% committed to grape productidar(ay,
1997)
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Figure 13: Change in land distribution in El Palqyiin terms of percentage hectares owned, 1983-2004.
Note: Year 1999fepresents the estimated mid-point between ye@4 48d 2004 and is thus an estimated

value.

(ha) 1983 1986 1990 1994 1999* 2004

<5 223 208 208 179.94 152.5 125.57
22% 20.50% 20.5 18% 15.20% | 12.50%

>5<10 403 378.8 287.6 260.4 216.48 172.56
40% 37.40% 28.30% 26% 21.50% | 17.20%

210<20 | 173 162.6 177 201.02 200.7 200.47
17.10% 16% 17.40% 20% 20% 20%

220<50 | 82.1 44.02 68.62 68.62 75.1 81.55
8% 4.30% 68% 6.80% 7.50% 8.10%

=50 133.4 219.7 274 295.23 360.3 425.45
13.10% 21.60% 27% 29.40% 36% 42.30%

95

Table 3: Change in land distribution in El Palquin absolute terms and as a percentage of total hees

owned, 1983

According to figure 13 it is possible to identifyhigh categories have grown as a result of land
concentration. There is a marked increase in #3@)(category (from 36% in 1994 to 42% of

-2004.

total land by 2004) while the>10<20) category has remained essentially unchanged.

(>20<50) groups shows a moderate increase from G@8/4.0%.t is not difficult to see who the

‘losers’ have been since 1994, however: small fasmparticularly those within the>%<10)

category who have gone from owning 26% to only f%etal land.
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From the perspective of this thesis, however, pestiae most important factor to consider relates
to the successes and failures of those ‘origipafceleroswho (mostly) received their land
during Chile’s agrarian reforrtfs According to figure 14, it is clear that of 14dginals in 1983,
only 48 (or one third) have retained ownership dheir land. If we exclude LL from the results
(which, as already shown in figure 5 has had fetsnsfers overall (e.g. more owners), but
proportionally more transfers in the last 10 yeatt$$ number of originals drops to a mere 28%

(29/104: total minus LL).
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Figure 14: Number of original parceleros remainingn El Palqui, 1983-2004

1983 1986 1990 1994 2004
No. of | 144 120 96 78 48
originals
No. as % | 100% 83.30% 67% 54.20% 33.30%
of
originals
in 1983

Table 4: Number of original parceleros remaining il Palqui, 1983-2004

®8 By original, | am referring to those individusércelaowners present as of 1983. It is feasible thawadwners
making up this group were not direct reform benafies and bought their land from other ‘truly’ @inalsparceleros
following the completion of the counter reform. Yet, furthmrestigations reveal that these numbers areylilcebe
small making this assumption a satisfactory onéHfempurposes of this thesis.
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Figure 15: Number of original parceleros remainingithin each parcelacién, El Palqui, 1983-208%
Note*: As above, data for the year 1999* has bedaried by taking the mid-point between periods4199
and 2004. In actuality, no data was able to be bted for this period. Thus, these results shoulddzel
with caution. Furthermore, 1994—-1999 and 1999—4£8@¢r five year intervals which are compared with 2

four year and 1 three year intervals. As such, cegain the gradients presented are merely a rougtay

In terms of each individuglarcelacionthe same overall pattern emerges. All fpacelaciones
display a steady decrease in the number of origi@ateleros albeit with some variation
betweenparcelaciones(see figure 15)For instance, SR, EP and SA all show a rather steep
decline; with the largest of these, SR, going feiparcelerosin 1983 to a paltry 14 by 2004 (or
from 27 in 1994 to 14 in 2004). Similarly, SA an& Ehow a rapid decline, especially between
the years 1986 and 1990, although both exhibitstigat levelling off between the years 1990
and 2004. LL on the other hand, proved resilierddrly years but has sped up slightly in recently
years, most probably for reasons discussed abd¥ds Far too small a sample to draw any

conclusions or patterns.

% It is worth noting that these figures are gengrsillpported byarcelerosand, if anything, are likely to overestimate
the number of ‘origingparceleros stilremaining. For example, when asked how many ‘oaiggnowers’ remain
grower 1 of SA informed me that he is the only geoteft of an original 30 growers. Grower 2, cladhbere were
now only 9 of 50 originals in SR, and Grower 3 saidly 12 of 35parcelerogemain in LL. For the entire locality,
grower 4 remarked th&a20 years ago there were 100 small farmers and ttosve are only 20 left"The differences
are most likely attributable to the exact definitiaf ‘originals’. For the purpose of this researchiginals’ refer to
those growers who were on the roles as far bad®&3. Judging by the few land sales that occurrext 1983,
most of those now considered originals are likelpave received their land during the agrarianrmreo However, a
few small-farmers now thought to be ‘originals’ lgbti land off otheparcelerosduring these early years. Thus, they
are not likely to be considered ‘originals’ by atiheform beneficiaries, but will be considered apthe purpose of this
research.
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Looking at table 5, there is little doubt which gps have benefited most from land concentration
within El Palqui. Although the graph shows no ctemgregard to the number of players owning
greater than parcelsbetween years 1994 to 2Q0¢does however, reveal the few key players

who have consolidated their dominance within thggore

No. of | 1983 1986 1990 1994 2004
plots

2 2 1 1 6 6
3 1 1 2

4 1 1 1

5 1 1

6 2
7 1 1 2 3
8 1 2 2

9

10

210 3

Table 5: Number of individuals owning greater thaone plot, El Palqui, 1983-2004.

For example, by 2004 three producers owned tenare mlots, three owned seven plots, two
owned six, and six owned five plots. Furthermdreye compare 1990 and 1994 with the findings
for 2004, we see considerable land concentratikingaplace even within the larger groups. By
2004, the locality's top three land owners collesly owned an impressive 40 plots or 28% of
the total number of original plots. This is likely reflect the combination of larger growers

picking away at individual plot holders as wellsasne land sales among medium size owners.

Interestingly, the number of owners holding twotplbas remained constant at six owners or 12
plots (although two of the six are new owners sit@@4 and one owner has sold one plot). Given
the limited sample size, a tentative explanatioy bwthat owners of two plots generally face the
same barriers to expansion that individpatcelaholders face (in fact, with an average land size
of 10.75 hectares, many holders of two plots altuzve less than some individuahrcela
holders). The relative unimportance of this catggtays bare the harsh reality that few
parceleroshave managed to upscale and convert themselh@svimt Korovkin (1992, p.242)
calls ‘peasant capitalists’, with mgsarcelaland being sold to larger owners higher up theércha
As such, there are now seven individuals or congszawho possess parcels of land (74 plots

in total).
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Given such concentration it will come as no sumptist since 1983 the amount of land owned by

the top five largest owners has increased from 2i%tal land in 1983 to 44.5% of total land in

2004 (see figure 16).
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Figurel6: Land owned by the top five owners, El gBal, 1983-2004.
1983 1986 1990 1994 2004
Land owned as a | 21% 29% 32.50% 35% 44.50%
% of total (ha)

Table 6: Land owned by the top five owners as ageetage (%) of total land, El Palqui, 1983-2004.

Similar to above, below figure 17 shows the amafriand owned by El Palqui's top nine and
top five land owners in 2004 as compared to ta@ad) the amount of land owned by growers
with one plot and the amount of land owed by ‘orédi parceleros But most importantly, it

identifies which particular individuals or exporbropanies make up El Palqui’s largest land
owners. The graph shows that, collectively, thertimg land owners control a massive 60% of all
of El Palqui's agricultural land. In particular, edarge family owned export company, Fruit

Export, owns approximately 20% of the total landElPalqui.
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Figure 17: Land area (ha) owned by various groupsdividuals, and export companies, El Palqui, as of

November 2004.

By looking at figure 18, it is possible to traces trecent growth or evolution of EI Palqui’s top
five owners over the last 14 years. During thisetifAruit Export more than doubled its holding
between 1990 and 2004. ltalian multinational, Uritfr on the other hand, has recorded steady
growth since 1990 and remains a significant plagethe local market. Likewise Aconex has
grown considerably over the last ten years, asGfdkean multinational Rio Blanco. The only

player to decrease in terms of hectares owned i€attes.
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Figure 18: Land area expansion (has) of top fiverld holders as of November 2004 (from 1990-2004).
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6.3. Part (a) Summary of Findings

According to the above findings, there can beelitlispute that a considerable degree of land
concentration and land consolidation has takeneplacEl Palqui since the time of Murray’'s
original research in 1994. Overwhelmingly, it haeb small-scale producers particularly those
original parceleroswho received their land during the agrarian refarmho have been squeezed
out and pushed aside. The main beneficiaries haga large capitalist growers (LH Cortes and
Fruit Export), including a number of large expdrtrfs, in particular, Aconex, Rio-Blanco and
Unifrutti.

But while these findings tell us the present disttion of land within ElI Palqui compared with
previous years, and among which groups or compaméeknd has become concentrated, they do
not tell us why certain individuals decided to ¢bkir land. In other words, they do not tell the
parceleros’stories. For this reason, one to one interviewsemsential in order to uncover the

motivating factors underlying such sales.

6.4. Grower Interviews, El Palqui, 2004

The following data is based on a series of intevgisvith past and present land owners within
three of El Palqui's five,parcelaciénes.The majority of interviewees were previously
interviewed during Murray’s 1994 investigation. Tineention of the interviews is to try and shed
light on, or derive causality for, the phenomendrich has seen approximately two thirds of El
Palqui's originalparcelerosdispossessed from their land while larger groveers export firms

have expanded in their place.

In 1994, of the 26 persons interviewed by Murrafiaél already sold all their land by the time the
interviews took place due to excess debt with expampanies. Perhaps more concerning, of the
remaining 20 growers, almost all had either precaridebt to land value ratios, were concerned
about the continued expansion of export firms goressed considerable pessimism as to the
future role ofparcelerosas grape producers within the locality. In lighsach ominous financial
indicators and general grower pessimism, Murray9T{h9 argued that without greater

government intervention, many mgrarcelerosvould inevitably lose their land.

Regrettably, ten years on, this prediction seentsat@® been an accurate one. During the course

of my field work | was able to personally intervield of the remaining 20 growers interviewed
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in 1994, and was able to attain credible infornmafior five of the other six (see methods for
justification). As figure 19 demonstrates, from 492004 the numbers qfarcelerosowning
land has decreased in all thngarcelacionessampled. By far the biggest decline has occurred
within the largesparcelacionesSR, where only two of nine interviewees remaing 8A where
only 2 of 6 originals interviewees remain. LL growestandout with seven of an original 11
remaining, with only one complefmarcelasale since 1994. Overall, for the thygcelaciones,
only 58% of those interviewees still in possessibriheir parcelain 1994 remained in 2004,
which is roughly consistent with the town-wide figuof 61.4% (48 growers). However, if we
were to include the extra six who had already bgld994, this figure reaches 42% (remaining).

30 = Number of

26 Sampled

25 Parceleros 1994
(26 in total)

20 i)

m Number of
15 Parceleros
11 Remaining in
9 1994 (20)

10 A

O Number
2 Remaining in
2004

SR Total

Figure 19: Number of parceleros retaining land, 192004

Source: Field work, El Palqui. 2004

Note: SR (2004) contains one individual who at erésowns his parcela but is currently in court
defending his title against an export firm. On dvgn admission he expects to lose his land in the ivear
future. Thus, it was decided, for statistical pusps, that his land will be considered sold, asdont him
as a current grower would suggest he has been saftde Furthermore, the figures for 2004 are dedive
from a sample of 19 growers even though 20 origimamained as of 1994. Unfortunately, one particula
individual was not able to be contacted and | was$ able to find out any information relating to his

current status. For this reason, throughout paf #&sample size of 19 will be used rather than 20.

As far as land concentration is concerned, thesdtserepresent just the tip of the iceberg. While
figure 19 shows the number of ‘fulfarcelassold, it does not, however, tell us to what extent
semi-proletarianisation or ‘parcela shrinking’ htaken place. Thus, taking into account partial

sales, as in figure 20, land concentration becawes more pronounced.
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Figure 20: Complete parcela sales vs. partial lasales, in the three sampled parcelaciénes, El Palqu
1994-2004.

Note: Total sales include fytlarcela sales and partiglarcela sales

Total sampled land Partial sales Complete Total land
(ha) sales sold

LL 82.05 26.2 7.8 34

SA 49 0 25 25

SR 30.32 5 17.8 22.8

Total 161.37 31.2 50.6 81.8

Table 7: Complete parcela sales vs. partial landesain the three sampled parcelaciénes, El Palqui,
1994-2004

According to figure 20 and table 7, of the 11 ramima owners in 2004, six have at one time or
another engaged in partial land sales, meaningofhE® growers still present in 1994, 13 had sold
part or all of their land by 2004n fact, as shown in figure 20, 38% of ‘all’ landld within the

sample group stems from such partial sales; amdestingly, 84% of these ‘partial sales’ derive
from LL producers, for whom 77% of land sales wef¢he partial variety (see figure 20). Thus,

once again LL stands out from the rest.

There are a number of factors that might explaimlib peculiarity. Firstly, and consistent with
the El Palqui wide findings, it is possible that Qtowers’ comparatively late conversion to full-
monoculture grape production may have helped these to grape production by learning from
the mistakes of other growers. Furthermore, despissing the ‘peak price’ period, the silver
lining is that their late arrival may have allowdgrm to avoid (perhaps inadvertently) the credit

borrowing bonanza of the early ‘fruit rush’ period.
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However, it seems relative land endowments may lads@ played a crucial role. For instance,
the average land size of those remaining withinLiheample in 1994 (e.g. prior to partial sales)
was 10.1 hectares (ha). But by 2004 this figure ovdg 7.9haas aresult of 5 LL growers selling

a combined 2haof land. Thus, potentially, those growers in poseesof larger plots may have
been able to use their land as a financial busielfing off a certain amount of land to settle debt
invest in machinery or improve remaining land withbaving to take on excessive debt to begin
with.

There is considerable support amqagcelerosfor this theory. For examplgrower § himself a
LL grower, remarked;
We sold some land to invest and improve some dainer of ours. We don'’t have big

debts. [And somewhat paradoxically], we are finevasare with a small piece of land.

Grower 8also of LL, utilised a similar strategy;

We sold some, about 8ha of rocky land. It woulceHasen very expensive to get the land
ready to plant. A lot of people got into debt tryiio get the [rocky land] land ok. We just

have to look after our small piece of land.

Another LL grower,grower 3, mentioned that before | used to have 12ha, but | sold 7 ha,
because the water was not enough for that siz€'.lahdurther two growers from SR concur.
Grower 6mentioned that “some farmers do not want to gebfitheir land so they have been
selling their parcela little by little and do whege they can to keep it like tHisGrower 7 is one
such SR grower who sold 5 out of his 8.15 ha in71'98 order to pay the debt with Rio Blanco”

He now owns a bar and supplements his income hwiggovegetables on his remaining 3.15 ha

Thus, if it is so that land size has played a l@g in helping some growers remain viable, this
may explain why SR growers- with a comparativelyaBer mean land size of 5.07 -hhave
exhibited such high grower failure. The overalufigs also support this hypothesis. As displayed
in table 8, of a 19 grower sample, 11 remairgngwers in 2004 had a mean land size of 9.72 ha
as compared to a mere 5.6 ha for the eight who kaleetheir completparcela The results are
even more convincing if we include those six praadbringing the sample size to 25) who had
already sold by the time of Murray’s visit in 199his raises ‘completdand sales by the time of
2004 to 14 out of a possible 25 growers (with agrage land size of 5.6 ha) as compared to the
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overall sample average of 7.21ha in 1994. In fafcthe 14 sales, only one grower had over 10 ha
of land (11ha).

Average Average Average Average
land size of | land size of | land size | of land
26 pc | 19 pc | remaining sold
sample sample pcs

LL 8.45 9.9 10.1 5

SA 8.4 9 10 8.3

SR 4.9 5.07 6.34 4.45

Total 7.21 8.13 9.72 5.6

Table 8: Average land sizes within LL, SA and SR.
Note: Numbers and words in italics are derived frtira 19 person sample, which, as already explained,
tracks those 20/26 persons who still retained theid as of 1994, less one individual for whom etats

could be found.

At first glance this explanation does not appeafittavith the SA situation. Contrary to this
theory, SA has a high mean land size but still ee@ high grower failure. Only one individual
has part of his land; all others have sold thetiremarcela There is, however, one possible
explanation for this discrepancy. AparcelacionSA has a higher overall plot size, in part due to
the inferiority of the areas land. This could explavshy SA has displayed such high grower
failure, as although the plots are large in absotlatms, they are ‘effectively’ small in terms of
their productive capacity. Thus, in the wordsGrbwer 8(of LL) “a lot of people got into debt
trying to get their rocky land okMoreover, having arrived late to grape productiois feasible
that LL growers might have learnt from the mista&ESA growers, as alluded to by the three LL
growers above.

Of course the above discussion is based on avémadewhich given the high diversity of land
sizes within the sample and the relatively smaihgla size within eacharcelacion most likely
skews the data. To some extent this bias can bieletljoby breaking the data down into size
categoriess5, >5<10, and>10 (as owned in 1994). By using this method we tba¢ of 19

growers still owning land in 1994, six receivetiDha and of this six five remaineit business in

2004. Yet, of the eight growers owniggha- only 3 remain economically viable. And of tads
owning >5<10 ha only three remained in 2004. If mgude the six other producers who had
already sold land by the time of Murray’s initiavestigation, four of the six hatb hg andthe
other two had 5.6 and 8 ha; in total an averagd fre of just 5.02 ha herefore,despite the
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data’'s many qualifications, it would seem that |l@mdlowment has to some extent played a part

in determining the successes of small-scale growétsn the sample population; again several

growers tend to concur;

The small farmer cannot compete with a big farthat has 7 ha for exampl&rower
9).

| had to sell...my land was too small. With only blcauldn’t afford anythingGrower
10).

| think for it to be profitable you need over 10 (@ower 11).
Still, the fact that at least two growers with B&and 4.5ha of land respectively have remained

viable producers tells us that there are other iapb forces at work. The following offers some

insight as to what those factors are.

6.5. The El Palqui ‘Debt Crisis’

If relative land size is a critical factor deterinigp the viability of small-producers, the
mechanism in which this limitation is most likely be felt by growers is through its relationship
with debt levels. The reader will recall, that tim@jority of small-scale producers in El Palqui
have managed to reconvert only by borrowing criedih export firms to fund the initial set up
costs feconversiéh and any additional running costs (including cheahiinputs, labour,
technical support and advice, commission on expard interest payments). Thus debt, albeit
temporary debt, as with most financial ventures,ais integral and expected part of the
reconversiénprocess. It can, and does in many instances, ggaspportunities for investment
and growth. Of course, it is when returns consttdail to cover credit and charges (as was the
case in El Palqui during the 1990s) that debts rbdgi spiral out of control and reach
unsustainable levels. In this context, a persoh witarger endowment of land has a number of

advantages over smaller land holders.

Firstly, although it generally cost more to impromad prepare larger areas of land, many
investment costs (especially one off investmentshsas the purchase of land, machinery or an

irrigation system) are scale sensitive. That issa&y, aparcelerowith a largerparcela may
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achieve economies of scale because he or sheeigamldwer their ‘average costs’ by spreading
‘fixed costs’ over a greater number of units (egsts per unithg) (Gwynne, 2003). Larger

owners may also benefit from greater negotiatingrage when establishing contracts and in
terms of the procurement of inputs such as fegtdisand pesticides. Also, having a larger plot can
allow for greater diversification, reducing onespesure to market fluctuations (see table 9

below).

Secondly, owning a larger piece of land, to a geratent, offers a financial buffer in the sense
that a larger holder in financial difficulty may héle to sell part of their land to bring debt llsve
down to a manageable lev@lhus owners of smaller plots are essentially more exdhle to
external conditions — although this is not necélgsao if the land is of poor quality and takes a
lot of money to bring up to productive standardf@ grower takes on more debt simply because

he or she believes they have a larger productige.ba

In his 1994 field work Murray (1997b), uncoveredtdibingly high debt levels among many
growers, with six individuals having already soldedo debt with export companies. In addition,
at this time 24/25 (who grew grapes) admitted timdp@nder financial strain due to low prices;
10/26 specifically mentioned they were worried abdebt; 14/26 were concerned about either
the expansion of firms or the lack of transpareincgontracts; and 3/20 unfortunately predicted,

correctly, that they would eventually have to gkllrray, 1997a).

Given the level of debt and the high degree ofipgssy among growers during the mid-1990s, it
is not all that surprising then thatarceleros have continued to face the same financial
constraints. According to the 2004 data, of#8celeroswho had either sold half or all their
parcela,when asked what motivated them to sell land, alhiEhtioned financial difficulties of
some kind; nine specifically mentioned excessivét,de¢hree stated scale difficulties (i.e.
insufficient funds to improve land, water shortaggigh interest payments relative to the small
size of their plot and two of the three said preacneeded at least 10 hectares to remain
economical); and one simply statée needed the moneyCombined with the six growers who
lost their land before Murray’s field work in 199js constitutes 19 out of 26 growers who have
either sold all or part of their land (13 havinddstheir entireparceld. And of this 19, most

recorded facing financial difficulties of some kjrib of whom specifically mentioned debt.
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Also of concern is the apparent lack of expansioneatrepreneurial dynamism among
parceleros While on the one hand, 11 of the original 26 picefs have managed to hold on to
their parcelas,it is not as if they are in a position to expand.tle 11 interviewed who still

owned their land, only one individual had boughtrentand (4 ha), and holding 13 hectares to

begin with; this particular person can hardly besidered representative of the overall sample.

Finally, few have had the means or the wherewitihaliversify their productive base and reduce
their exposure to market risks. For example, as setable 9 below, of the 11 remaining growers
in 2004, 54% only grew grapes, 25% only grew vdgetaand another (27%) grew both grapes
and vegetables. Most alarming, however, was thedadiversity among grape growers. While 2

individuals grew 3 or more varieties, 45.5% grewt jane variety, and 58% grew no more than
two varieties. These figures change little wheneakia 4 interviews outside of the longitudinal

study are included. As might be expected, the Hrggowers show the greatest degree of
diversification. In fact, the average land size floose growers producing only one variety of
grapes was just 6.4 ha compared with 15.6 ha fosetlgrowing one or more varieties. If we

include the extra 4 non-longitudinal interviewsamgthese figures change little at 6.5% and
16.6% respectively.

Growers from Including extra 4
production 1994 remaining in interviews
2004
grape monoculture 6 8
1 grape variety 5 6
2 grape varieties 2 4
3 grape varieties 1 2
4 grape varieties 1 1
grapes and
vegetables 5 5
vegetables 3 3
total growers 23 28

Table 9. Level of diversification among parcelerdd,Palqui, 2004

Note: Right column includes the extra four intewsegformed in addition to the longitudinal survey.
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6.6. From Land Concentration to Land Stabilisation?

Since 1994, it is clear that land concentrationgesisted within El Palqui, such that, today, only
around a third of El Palqui’'s original small-scgi@wers remain. It is difficult to say for certain
what will come of the remaining third. However, th@ppears at least to be some signs that the
land market (or land concentration) is beginningtabilise. There are a number of reasons that

may explain why El Palqui looks to be approachitadpidisation

« ‘Economic selection’ over time

Over the last two decades many- but certainly fletsanall-scale growers have attempted to
reconvert and failed. Thus, those still in busingsthe time of my field work are likely to have
been in business for some time. In an ‘economigrittést’ sense, one might say that they
represent those growers who have been economisalycted’ for their relative efficiency and
business acumen (Murray, 1997a). If this is so,wealld expect to see land sales begin to
decelerate after a peak period. Indggdwer 12-a medium sized producer (with 24 ha), packing
plant owner and employer of 16 persons - refertmmgand sales, commented, that he expects
“that things are going to be stabilised in aboutyaar”; although as discussed later not all

growers are this optimistic.

» Structural changes

It would also seem that there has been a numbenpmirtant structural changes that have taken
place within thepueblothat have helped empower small-scale farmersrinstef their dealing
with the export companies. Particularly noteworthgs been the evolution of a more competitive
credit market (relatively speaking). The readet wgtall that in the past, most credit could only
be attained from the export companies and it ugwaline with rather strict borrowing conditions
(Gwynne, 2003, Murray, 2002a). Yet, today, it woiddem some banks are offering an
alternative credit source which is to some extemtucing grower dependence on the export
companies and helping to break down the asymmbyrileewed power relations that have for so

long characterised small-producer /exporter ratatio EI Palqui.

During the course of the interviews, a number afngars indicated —often with a sense of pride
and accomplishment — that they no longer relietherexport companies for credit. For instance,
of 12 grape growers for which information couldadttained (as this is not part of the longitudinal

study | have included the other four interviewsrip sample population), only three (25%) were
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in debt to companies (another 4 did use some skort-company credit, but did not consider this
to be debf), 8 (66%) utilised bank loans (7 of which exclediy, and 2 also had INDAP loans
(but for horticultural production only).

Chemical

Inputs Buyer
Grape
Growers Use financier export method
Grower 8 yes high purchase highest bidder
Grower 17 yes himself highest bidder
Grower 15 yes independent dist contract (CCC)
Grower 3 yes bank highest bidder
Grower 14 yes company contract (CCC)
Grower 1 yes company contract (CCC)
Grower 13 yes bank highest bidder
Grower 18 yes company contract (CCC)
Grower 19 yes company contract (CCC)
Grower 12 yes himself contract (CCC)
Grower 4 yes himself highest bidder
Grower 2 yes company contract (CCC)

Table 10: Credit/debt sources and grape producedrsyEl Palqui (2004)
Note: The following graph includes only those grswven 2004 that grew grapes not those growing
horticultural products.

Still, it seems only a select few of the sampledupation (5 of 12 interviewed who grew grapes)
have been able to completely free themselves flemnbtorious CCC system so they can sell
their produce (either on the vine or off the vite)the ‘highest bidder'ln terms of the wider
pueblo,it is difficult to say for certain how many grovgeare currently selling to the highest
bidder- although onearcelero put the figure ata mere 10% Grower 13, 2004 This is

unfortunate as selling to the highest bidder canéenumber of advantages,caswer 13 (who
bought his 15 ha of land in 1982), explains;

[Iln the past a lot of people got loans from thampanies then couldn’'t pay them back
so they lost their land...that is why we get a laamfthe bank so | can choose the buyer.
| don't give grapes on consignment...if you do thatytjust tell you tales”. They [the
export companies] are not healthy....they are noelstn

0 Company annual credit advances are only consideregiowers to be debt if following the resolutiofliquidations
there remains outstanding payments to firms. Talispugh some growers record using company creditoes not
necessarily mean (in the eyes of growers) that #iheyn debt to the companies.
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Grower 18agrees;

As you know the loan comes with a tie to them {eegcompany loans) and then we lose
the parcela. | prefer to pay the bank interest” aeise then] “the buyer comes and
offers a certain amount and we sell it to the Ibester.

Thus, growers that are able to sell to the highédder, not only achieve a greater degree of
producer autonomy, but also receive prompt payrapdtabsorb fewer risks than those who rely
on the traditional CCC system. Asower 14explains,

We used to sell on consignment so if anything weohg with the fruit and it was not
sold they didn’'t pay me.

What's more, indebted producers are restrictecling their produce to the same company to which

they are indebted, even when offered a better misewherejt's all the production for them or

nothing” (Grower 15.

= Alternative strategies

While only 5/14 growers have fully liberated thetwss from the CCC system by selling to the
highest bidder, another two have in effect broke® foy leaving grapes and returning to more

traditional and arguably less volatile horticultbv@sed agriculture. Agrower 16,describes;

we took the grapes out [in 1998] when things stare get bad...the export business
became bad and the debt started to increase...itneasr a good price...We planted
cucumbers, tomatoes and green beans

Another growergrower 17 similarly sold five out of 8 hin 1997 to pay off debts and moved
into vegetable productioiGrower 9has employed this low-return, but low-risk, strgtémm the
outset and credits this with helping him maintagmtcol over his land. In his own words, he
describes his reservations towards the exportatfignapes;

“l don't like to grow grapes because | would hawesell to the export companies or do

business with them. This has made a lot of fartesestheir parcelas. | don’t want to run
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the risk. It's safer with tomatoes and beans...thallsfarmers always end up exporting
with companies because they cannot export by theaessdf they could | would probably

grow grapes”

» Institutional learning and grower attitudes

Even for those producers who are still reliant loe €CCC system, however, there seems to be a
number of other positive improvements within theality. One such improvement relates to the
attitudes of theparcelerosthemselves. No doubt, having witnessed the maltigdaand failures

of the past when many “who had land...couldn't eveadr or write sometim&s and the
ruthlessness in which the large export companiege hacquired land, growers are now
understandably cautious and wise to the practi€eheoexport companies; “now people know
what to do”_Grower 3. In the past, around half of the 26 growers witaved voiced concerns
about the transparency of the export firms’' congraend the liquidations and 2004 was no
exception. In 2004grower § who sold in 1998 to Rio Blanco, told me; thathe beginning the

companies set out to “conquer” the small farmers;

It all started with the agrarian reform. The bigepies of land were divided and the small
farmers were given the opportunity to have lance Tibh...well I don’t want to sound as
if | consider the rich the enemy- no- people alwak....[but] maybe the rich thought
‘well, now we give them the land but one way ortheowe will get it back in the future’
and they did

They did this by getting the producers into debgiving us bad returns...they came here
with a document with a price saying that this waes price of the fruit,...and the price of
the packaging and processing [but]...what was supgpote be profitable wasn't
so...there was no way that this information was truwill always state that the returns
that they gave us were always lower than what tleeg to get in the US for example. If
this had been different, one year we could haveedmd and the next year one could
have recovered...I'm just speaking for myself. | nevanted any company to fill my
pockets; | just wanted what | needed at home tg keg family and pay for my
children’s’ secondary school expenses...| was alwaytng negative results even with a

good production...l was sinking...I sold my parcelalethey took it away from me
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Others indicted a similar lack of regard for thegiices of the export firm’s For example,
grower 13 (who now sells to the highest bidder) remarkeat tthe export companies tell you
tales...they are not hones@Grower 14knows first hand what this can mean for growers;

One didn't know anything about prices...the compaiiest came and brought the
liquidation and showed the debt in the liquidatibmwe already had to sell everything; my
tractor, my machinery. I've got nothing and I'venked so hard. And now I'm old... (He

cries)...they don't leave you in peace until theyygetr land.

» Technological empowerment

There is now some evidence that modern technolwagyely the Internet, is helping to empower
small-farmers operating within the global markeaga. During the course of my field work,
several interviewees mentioned that in the past tizel almost no idea what prices their grapes
were fetching in overseas markets and suspecteexfi@rt companies of manipulating prices to
their advantage. Yet, on two separate occasionsyegs told me how the internet‘imaking it
easier to stay in touch and check pricg&rower 14 2004), helping break down information
asymmetries and hold the export firms to accoulthoigh, over time one would perhaps expect
that growers become wise to such price manipulatparticularly as the more vulnerable,
ignorant, growers exited the market.

»= Legal changes

In the past Murray (1997b) identified the lack ef&l redress open fmarceleros(due to costly
legal fees) as a key hurdle to attaining a betéad €br parceleros.In 2004 grower 6indicated

this problem still exists;

there used to be some private lawyers offering adtiecause they knew there were
problems here, but | suppose they wanted to make goofit...like everybody else. It is

difficult for the government to intervene whersibnly private companies.

Although, one growergrower 14,told me that‘now with this government things might be
different. | have a state solicitor. If | win | pd¥%, if not, | pay him nothing'Unfortunately, |

"1 Such a lack of transparency in CCC contracts isinimue to El Palqui, however. Jarvis (198¥Gwynne, 2003)
recorded similar quasi-legal practices being usettansnational fruit export firms in other parfsChile.
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was not able to establish just how wide-spreadpttaetice of using state solicitors is. But in

principle, it could be critical in helping to hallde export firms to account.

Overall, therefore- at least when compared withghst- there seems to be a greater sense of
optimism among grape producers within El Palquiilé/most growers continued to express how
difficult it was for small-farmers, and all but ongere unhappy about how the prices have
evolved, most accepted that farmers were bettemoff than in the past and said there is
generally more work available. Overall, there wittkeImention of debt or the prospect that they
may lose their land. Of all the interviews, onlyeogrower was heavily indebted to the export
firms and faced the immediate and imminent thré&sing his land.

A good number (6 of 12) had every intention of grayvgrapes in the future. For those who
wanted out, it was not so much due to debt buteradhdesire to free themselves from what most
agreed to be a constant struggle to stay afloatedst two growers were considering growing
alternative crops. Only one mentioned he would tikexpand; “we would like to buy more land
and we'll see if we can get some citrus fruit- @bly apples. But the grapes are the b&sber

1)". Several mentioned the government’s free trade aggats, and were hopeful that these

agreements would improve external markets condifion

Lets’ hope that the new free trade agreements refjy. hthey think it will be better...we
talk about these things at the bar sometime.

Grower 16
The future of the export business “looks goodeewslly due to all the trade agreements

that they are signing.

Another two indicated that they would like to grgvapes if it meant they did not have to rely on

the export companies.
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6.7. Contested futures

Despite some of the positives discussed above,rgadto the future, there appears to be no
consensus amongarcelerosin regard to their role as producers within Clsilelver dynamic
fruit-export sector. For instance, when asked,va deowers were very optimistic “the future is
very good for the exporterGrower 2; “the future looks good, especially due to ak tinade
agreements they are signingarower 1§. Others, however, were far more pessimistic; “the
small farmers are going to disappea@rdwer 4; “| see it bad for small farmers'Gfower
9).Yet, in general, the majority agreed things werggh and highly uncertain but held on to some
hope; “it depends on the pricesrower 13; “It is uncertain, we never know what its goirghte
like” (Grower 8).Several growers mentioned how costs are increaghilg prices remain the
same. “The problem is that, everything; the lab@easticides, etc, goes up except the prices”
(Grower 15.

Still, from an outsider’s perspectivene sees a group of small-farmers who are stily weuch
dependent on large export firms, and precariowglgmt on one single crop species (grapes) with
limited diversification occurring. Thus, in lightf ahis chapter’s findings, perhaps the only
certainty is that the international economy carabeerciless place for small players. And if one
thing is for sure, in the absence of any governnassistance, whatever happens to El Palqui's

growers is likely to be beyond their immediate coht
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7. Discussion and Conclusions

Having already established the contextual backgtaurderpinning and motivating my research,
and having outlined the results in the previouptdrait is now timely to consider these findings
in light of my research’s central question and qubstions. Throughout, | will also seek to
clarify my position through the use of selectedtqadrom the growers themselves.

7.1 Central Research Question Revisited

(1) How has land tenure transformed in El Palguicg the mid-1990s, and to what extent has
land-concentratioff, ~semi-proletarianisation and full-proletarianisati  continued to

characterise the region?

Although land transfers have slowed marginally bsaute terms, they have increased in a
relative sense (e.g. as a percentage of the nunfilmevners and plots still remaining in base year
1994). Overwhelmingly, the largest number of trarsfhave occurred among those growers
owning <10 hectares. Yet small-grower to small-geptvansfers have been few and far between
(horizontal transfers). The vast majority of tramsfhave taken place between small-growers
(parceleros)and comparatively large Chilean owned and foreigmen fruit export companies

and a select number of large capitalist farmergipas transfers/or vertical accumulation).

This pattern is observed both among the populad®ra whole and within the three sampled
parcelaciones Thus, we can conclude that- as a direct conseguehvertical transfers within
the locality — land has indeed become more conatttramong a minority of larger players,
meaning there are now fewer land holders overatipared with 1983 and 1994. There is no
consensus amorgarcelerosas to when this process of land concentrationpléiteau. Although
given the vulnerability of small farmers within tiggape export sector, there is good reason to
believe that in the absence of concerted governassistance, land concentration will persist.

2 Land concentration is defined as: the process ettyea minority of- usually larger land owners- doearious
reasons- progressively acquire greater and graateunts of land over time, often at the expensaraller growers.
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7.2. Sub-Questions Revisited

7.2.1. Sub-question (1)
(1) What factors explain the continuation or discon#éiian of land concentration;
and what structural barriers may have inhibited #rsaale producers from

taking full advantage of the fruit export boom?

A central component of neo-structuralism is a comder and an acknowledgement that diverse
individuals, social-groups, classes, communitiegians and nations face different structural
barriers which may reduce their ability to equalirticipate economically, socially or politically,
both domestically and internationally. Neolibenalisn the other hand, with its tacit assumption
of policy neutrality, tends to be ahistorical intuv@ and therefore generally indifferent to the
many complex histories, different geographies andedying structural constraints faced by
different genders, socio-economic groups, cultwed communities. As already outlined, this
thesis rejects neoliberalism in favour of neo-dtritedism, thus accepting that there are indeed
structures that have a conditioning influence @lth not a full influence) over various

individuals and groups living within different geaghical spheres.

In the El Palqui context, it is clear that due tesessive Chilean governments’ unbridled faith in
free market resource allocation, policy makers hagected to appreciate and address the many
structural constraints facing small growers. Sualribrs include physical capital constraints,
socio-economic constraints, legal constraints, aocapital constraints, socio-psychological
constraints and economic constraints. For clanigsé are considered discreetly below. Although

in reality these constraints intersect and intatestonstantly.

= Physical structural constraint (e.g. inadequate ldnendowment and scale

limitations)

Prior toreconversiérmostparceleroshad inadequate land to effectively compete witllioma to
large scale producers who have been able to retie@eper-unit costs by spreading their fixed
costs over a greater productive base, and throvegitay bulk buying power. Yet, scale factors
have also been important betwggarcelerosand within the separagarcelacionesDuring the

creation of individuaparcelasan attempt was made to rationalise the ‘parcédisaprocess by
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dividing land according to its productive potentiather than its physical size. This resulted in
considerable size variation between plots. Aneddevedence suggests this process was not
always carried out accurately, with some growerstaming that a handful of growers received

a lucky draw.

On balance the evidence suggests having a largecqhfers certain benefits but only in so far as
one combines this with a prudent management straédgr all, a number of growers went into
to debt trying to improve the bulk of their largarb-standard land (e.g. San Antonio growers).
Used properly, however, owning a largercelacan act as a financial buffer in that part can be
sold, so long as debts do not reach a criticallldwterestingly, it appears this strategy is not
peculiar to El Palqui but has been employed am@ujeacontract farmers in Curic6, Chile,
where larger average land sizes have allowed soowegs to “trade-off land in order to settle
debts” (Murray, 1997a, p.293). It seems those HYuwagrowers who arrived late to grape
production but owned considerable land were abliotqust this (e.g. Los Litres growers) partly
as a consequence of witnessing the problems fac&hib Antonio growers, who despite having
large land reserves, made the perilous mistakeyiofjtto improve the bulk of their inferior land.

* Socio-&onomic structural constraints
Owning physical capital is just one ingredient tloe successful management of one’s productive
assets. One must also possess the know-how, esgartd motivation to get the best out of their
physical resources. Such ‘human capital’ is noafarbut learnt through formal education and
throughout one’s life experiences. Most of El Paiuwrowers grew up with little formal
education, were barely literate (either written fimancially), and knew virtually nothing of
managing grape production let alone exporting endlobal market place. Yet these individuals
were somehow expected to arrive at fair terms wittnpanies with far superior information at
their disposal (Gwynne, 2003).

These types of power asymmetries are not uniquel tealqui, however, but are a feature of
contract farming throughout Latin America. Accomglito Clapp (1988) for instance, in Latin
America a “contract is typically his/her first expmce of vertical integration in the agricultural
sector” (p.13). This makes growers, as in El Palpgarticularly vulnerable to exploitation from
more knowledgeable agents like export companieapfi;l 1988). Thus, it is possible that the
growers of El Palqui did not truly appreciate tligks associated with selling in the volatile

international market place, and may not have fulhderstood the one sided nature of the
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contracts they ‘voluntarily’ agreed to. After it companies were not only selling an idea but a

potential future of hope and prosperity; the folilogvpicks up on this point in more detail.

= Socio-psychological /cultural constraints and grom@yopia

In addition to exploiting the knowledge differemtiztween grower and company, Clapp (1988,
p.13) argues that psychological factors may helpxigain why growers may even ‘freely’ sign
contracts “even if it was to his or her immediatsadvantage”. Referring to the phrase “the
magic of the modern”, Clapp argues that throughatin America growers are often seduced by
the prospect and associated status of being ‘pssiyes ‘modern’ farmers. It is certainly possible
that these forces were at work in El Palqui, ang fmalp to explain the extraordinarily rapid

conversion to monoculture grape production.

» Legal constraints

Despite the clear information disparities betweeh Falqui's parceleros and the export
companies, few- if any- legal lines were open tip lggowers attain better bargaining positions
and negotiate better terms. This is both a conadren initially signing contracts, but is just as
important come liquidation time. A number of groseboth in 1994 (Murray, 1997a) and 2004,
were concerned as to the transparency of the dagions’ (accounts) and suspected the firms of
‘inventing’ certain costs. Others such as Jarv@94) have recorded similar practices being used
by export firms in Chile. One cannot say for stir@nd how such illegal practices took place. Yet
given the vastly superior information flows avalilo the export companies and the lack of
legal channels available to growers, one might ethat there is at least considerable room for
such practices to go on with little threat of imfiyunRegrettably, there is some evidence to
suggest that the legal profession itself has toesertent also taken advantage of small-growers.
One grower in 1994 told Murray (1997a) that he tmg@ledge one third of his land to have his

case defended in the courts.

= Barriers to harnessing social-capital and coopeiati
Social-capital refers to those links and relatigpstthat exist among groups, communities or
even nations which can help to bring people or gsaogether for mutual gain, and an important
aspect of social-capital is cooperation. Murray9@#) found in 1994 that compared with other
fruit growing regions (e.g. Curicd), El Palqui grens tended to be particularly individualistic and
as such relied less on cooperative arrangementgugh it certainly does not help that at the
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national level there has been little regulatory psrp institutional guidance or economic
incentives for such collective organisations (Gwgnr2003). Thus, by failing to organise
collectively, El Palqui farmers, like many Chilepeasants, have not capitalised on the improved
economies of scale (in terms of the procuremeninpfits and attracting finance capital), or

improved bargaining positions that such cooperatemmbring.

=  Economic structural constraints

Perhaps the most notable constraints faced by gsostems from the lack of credit facilities
open to El Palqui’s small-producers. Once agais ihinot uncommon in rural areas throughout
Latin America where informal credit lending is uby@haracterised by exorbitant interest rates,
and institutional credit is often hampered by acpption that repayment is hard to enforce from
smallholders while “the seizer of land or animdfeied as collateral is problematic”(Binswanger
and Rosenzweig, 1984, p.15). In El Palqui's cpaegeleroslack of experience in viticulture and
low asset base would certainly not have helped thsk profile. After all setting up grape
production is a costly, risky and technical bussnespecially when working under a ‘neoliberal
regime’ where “government intervention is normatlstricted to micro-scale farmers...and
subsidised credits are rarely available to smallescommercial farmers...” (Gwynne, 2003,
p.316). Thus, in the absence of alternatives, ¢isfignthose El Palqui growers wishing to
reconvert had little choice but to embrace ‘depahdapitalisation’ (Korovkin, 1992, p.249) by

relying on large fruit export companies.

In sum, El Palqui'sparcerleros have faced a myriad of structural constraints whicve
conditioned the nature of their insertion into tfiebal economy. Importantly, many of these
structural constraints are not unique to El Palgui,Chile for that matter, but are common
throughout Latin America among peasants wishingke part in the non-traditional agricultural
export sector. For instance, Carter, Barham andbkles(1996) found similar ‘structural
impediments’ (e.g. credit scarcity, low relativeeess to information and poor training) affecting

small-scale growers during their investigation iGieatemala’s agro-export boom.

Furthermore, new dangers are just around the caméne future as labour costs increase Chile
is going to have to learn to compete more and rimoterms of quality. In 1994 the 10 largest
firms put in place standardisation procedures ssotoe extent this process has been underway

for some time (Murray, 1997a). The plethora ofteilal and multilateral Free Trade Agreements
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(FTAs) are likely to aid the sector by facilitatirgyeater market accéds Yet, often such
agreements come with stricter phytosanitary andiremwmental requirements, which means
growers often have to invest in new technologied standardisation procedures which are not
scale neutral. As one interviewee remarked;

There’s a lot of talk about the new code of agtio@l practice [whereby] they [the
companies] demand that the producer has a tidy glarwith more elegant packing
stations, with the latest technology etc. The griaee the same as 10 years ago but the
production costs keep going ujmother grower told me‘companies are asking us to do
this [certify the land and employ the code of agitigral activity] due to the free trade
agreements, especially the one with the US.

In addition, as Kay (2002, p.490) points out, vgtieater international integration “the size of the
farm and its level of capitalisation is going tacbme even more important as new technologies
and new economies of scale favour large entergriseBus, FTAs are likely to have
disproportionate costs for small growers, and pat@adlly, may even reduce ‘market access’ for
parceleros; not to mention the effects even cheaper food itspavould have on the

already beleaguered traditional crop sector.

7.2.2 Sub-Question (2)

(1) What roles have export companies and their contsygtems played in El

Palqui?

As outlined above,parceleros insertion into the global economy came to be cetepy
dependent on large export firms for credit, techhéxpertise and market access. By signing such
contracts growers relinquished considerable autgrfomthe opportunity to export their produce
internationally. Working on a consignation basishéneby growers only received payment
following the sale of their produce in foreign mat®) this entailed absorbing the lion’s share of
economic risk (Gwynne, 2003). In the wordsgobwer 14 under consignation “if anything went

wrong with the fruit and it was not sold they didpay me’

SUnder successiv@oncertaciérgovernments Chile has negotiated numerous stcalbéigieral (e.gChile-U.S. FTA
and regional free trade agreements (e.g. P3: Pdtifiee Agreement, with New Zealand, and Singapard)economic
cooperation agreements (e.g. MERCOSUR) with vanmi®ns. More recently, in August 2006 Presiderdhdlle
Bachelet signed a free-trade agreement with ChidaraNovember with Colombia (Pro Chile, 2006).
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Conventional economic theory would predict thatpgdier would only willingly internalise such
risks if the expected returns were considerablevéder, this is based on the assumption that
there exists alternative supply arrangements fokvgrs (as is usually the case with contract
farming in ‘developed economies’, where even cating itself is just one of many options
available to growers e.g. auctions, spot markefs et in other words a competitive functioning
buyers market. Ordinarily, when competitive coruditexists, the buyer (or exporter)- who seeks
from a contract a steady predictable supply of pcedat a pre-specified standard of quality, and
the grower, who seeks a guaranteed buyer, will@gngaa bargaining process that results in both
parties sharing a fairer distribution of the risksthe buyer were to try and transfer too many
risks onto the supplier the supplier would simggH elsewhere and vice versa.

Normally, where competitive conditions exist, siacbne sided contract- where one of the parties
involved absorbs a far greater proportion of theksiwithout being dually compensated with
higher potential returns- is only likely to existthe ‘short run’ due to firms exploiting a growers
ignorance or poor business acumen. In the long homever, such a contract can only be
sustained if one or another section of the industigs a monopolposition

In the case of El Palqui, the absence of alteraatiedit facilities (e.g. ‘working capital’) and

grower ‘ignorance’ has indeed created a situatitrergby growers absorb a disproportionate
share of the risks in exchange for low returns. Bate importantly, this contractual relationship
has persisted over the ‘long run’ due to the CC§esys ‘lock in clause’ which specifies that a
grower must sell exclusively to his/hers creditatiluall debts are settled. Thus, despite on the
surface appearing as if there are several expartpanies competing with one another for
suppliers, in reality, this restrictive clause hasabled firms to manufacture market failure
achieving not only semi-permanent monopoly posgibat semi-permanent bi-lateral monopoly

positions.

There are parallels here between the CCC systenthatdf ‘debt-peonage’ which was often
employed by estate owners under tiazienda systenfotherwise known as ‘debt bondage’).
Exploiting the short term needs of largely poorgidoworkers, in the past estate owners would
encourage debt (usually through advances) as aofvapnding labour to the land. Given that
payment was usually in-kind, the system also wort@edower the owner's market risks by
creating a captive market for produce grown on dbtate (Bernstein, 2000; Newson, 1996;
Sachs, 2005). In El Palqui export firms use a sintiéchnique to bond suppliers and reduce their
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risks by offering generous credit to growers (fathooff farm and on farm purposes) and
specifying that growers buy inputs through the fijchemical inputs and even contract labour)-

often above market price.

For Clapp (1988) and others (Davis, 1980; Kloppegband Kenny, 1980), arguing from a
Marxist perspective, this constitutes a form ofsgliised proletarianisation’ in the sense that
growers in effect lose their control over “the meamd the mode of production”. The firms
“secure the farmer’'s land and labour, while leavtign with formal title to both... [thus] the
farmer’s control is legal but illusory”. This regents the ultimate position for a firm as the
“propertied labourer [is] on the one hand a landil@nd on the other a labourer who cares for
corporate plants” (Kloppenburg et al, 1980, p.28irjpalso supported by Kay, 1981). As is the
case with banks, Clapp (1988) argues that firmé lvele an interest in ensuring that indebted
farmers neither repay nor default. The intent ip@wpetuate the debt’ which the firms consider a

small price to pay for a steady supply.

This analysis has application- albeit, not full Bgadion- in the El Palqui context, where it seems
the companies have not only used debt to entramgplyslines, but also as a means of usurping
the means of production. For instance, if a grawek on debt and managed to use the capital to
become a viable producer then the firm would beérfedim a good supplier. If, however, the
grower was unable to pay back the debt, so lonthagebt did not exceed the value of the
debtor’s asset base (e.g. land), then the firmdcoedoup its costs and expand its production by

forcing the sale of its supplier’s land.

To what extent this was a conscious and plannedegly by firms operating in El Palqui is
unclear. A representative from Unifrutti told mathhe companietever had any intention of
owning land’, but were essentially forced to buy the land duéatmers‘imprudent spending
practices”. Perhaps this is true of the early years when, teetipé military government’s grip on
power, the spectre of expropriation still loomedeiothe countryside (Korovkin, 1992). More
recently however, if it is true that the exportnfg never intended to involve themselves in
production, why have they insisted on maintainihgirt lands rather than putting them up for

resale?

While it seems there are credible concerns regarttie transparency of contracts, information
asymmetries, lack of legal redress available armvgr ignorance, speculating on the firms’
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motives is far more problematic. To what extent finms purposely used illegal practices or
intentionally exploited small-grower ignorance & more controversial. Let us assume that all
dealings between grower and firm were in accordavitte the rule of law then; did the growers
not decide to sign contracts, receive advancegseouhvert theiparcelasof their own free will?
According to Clapp (1988) this is generally theétatke of agribusiness writers who “are content
with a very narrow legal conception of autonomy"aestby the contract “appears as an uncoerced

and mutually beneficial agreement between two dirtequal agents” (p.8).

Writers of a libertarian persuasion, such as Nozrclempirical libertarians such as Hayek and
Freidman would likely concur. As to Hayek “the metrkis an impersonal force like ‘Nature’, akin
to an economic game with winners and losers, wbasgomes can be good or bad, but never just
or unjust [or indeed ethical or unethical]” (Hayék,Barr, 1993, p.46). Thus, they would most
likely say to a grower, no body forced you to sthis contract, you did so in accordance with
your own free will, you have benefited from yoursguiided short term consumption, you may
have miscalculated the risks but nonetheless yost ha held responsible for your actions.
Natural rights libertarians like Nozick are likely take this even further, maintaining that any
intervention from a higher authority to try and yeet a particular person or group from
borrowing money (or borrowing a certain amountpddittling, discriminatory and reeks of the

kind of paternalism which violates the sanctitypefsonal sovereignty (Barr, 1993).

The above kind of thinking tends to take a veryrmarconception of human society, however.
For those who at least accept the premise thataetabetween different individuals, classes and
institutions are underlined by power asymmetrigi,more than likely accept that creditors must
also take some responsibility in their lending athis includes following certain ethical
guidelines. After all, not all individuals are edjyafinancially literate. Indeed, on their own
admission, manparceleroslacked formal education, many could not even madght, and few
could afford assistance from lawyers and accoustémthelp them negotiate contracts and
manage their funds more efficiently. Such was thgberance of the moment that it must have
been psychologically demanding for growers- usuattgustomed to a rather austere life — to
resist the temptation to increase their materiahltheand social status as exporters (e.g. the
‘magic of the modern’). The firms’ apparent willimgss to lend such large sums of money no
doubt contributed to the perception among growess such debts were sustainable. To be sure,
under the CCC system companies maintain a verg el@éch over production, monitoring crops
and advising growers what, when and how to planivelé as which inputs to use (Gwynne,
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2003). Thus, given their close interaction withweos, if growers were on occasion spending

unwisely, why then did the export companies not tstieps to halt the spiral of debt?

| would argue that the firms must take considerab$ponsibility for their frivolous lending. Yet
interestingly, among variouparcelerosthere is no consensus on this issue. When asked to
explain the reason for such high grower failure agymarceleros,a number of growers blamed
poor returns and accused the companies of actstgpdestly and manipulating the accounts to
their advantagéGrower 13, Grower 15 and Grower 6hapter 6.6) In contrast however, others
such agirower 1said;

The parceleros are the ones to blame really”. Oms kb be a good manager...if the
company gives me money | have to use it to workkonpéarty and drink. Sometimes we
had to go to Ovalle to cash checks and other grefwiends were in town and asked me if

| wanted to stay but | said no | have lots of wiorklo.

Another three growers- all of which are still viaktgroducers- were less critical but agreed with
grower 1.Grower 8told me “I think its bad administration on theirrfia grower 5said “It all
depend on one’s hard work”, agdower 15believed “it's about good administration, hard work

and having good friends”.

Generally speaking those who had lost their larel tdudebt tended to be the most sceptical and
critical of the export firms, although this was macessarily always the case. One successful
grape growergrower 13 who refuses to work with the companies (as aljreadntioned earlier)

remarked quite candidly;

| don't give grapes on consignment...if you do thtytjust tell you tales...they [the
export companies] are not healthy...they are not Bbne

Another,grower 9-who mistrusted the companies from the beginniogtinues to specialise in
horticultural crops because;

In order to grow grapes | would have to sell to thegort companies or do business with

them and this has made a lot of farmers lose {h&icelas.
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7.2.3. Sub-question (3)
(3) To what extent might past and present strustuae the national level —
particularly neoliberalism - have contributed, méinced or conditioned the
present state of affairs in El Palqui vis-a-vis daoewnership, socio-economic

differentiation and the role of the fruit exportcsar?

Whether the firms acted irresponsibility in the@ndling or whether the growers are guilty of
imprudent spending is perhaps not the issue. Tédésgue is why such a situation was allowed to
transpire in the first place — and for this thel€dm government needs to take responsibility for
allowing such dramatic and rapid socio-economifedéntiation to continue unchecked and for
so long.

Arguably, the role of government should be to pbtend promote the wellbeing of all its
citizens. This means pursuing development policeesl maintaining a socio-economic
environment which provides opportunities for atizens, not just a privileged few as has been
the case under neoliberalism. In the context oP&lui, and from a neo-structuralist point of
view, had the Chilean government- both under militaule and various successive
democratically elected governments- not harbouneti & dogmatic anti-state, anti interventionist
bias, then the government may have been able tdategand mediate relations between the two

contractual parties in a way that precipitated aensocially equitable fruit export boom.

7.3.ReconversiorRevisited and Reassessed

Chile’s fruit export boom has been criticised favduring medium to large producers over the
likes of minfundistasand for facilitating the ‘casualisation’ of labowglations within the Chilean
countryside (Kay, 2002). However, as this thesiprimarily concerned with the fruit booms
effect onparceleros,this group takes centre stage. Suffice to say, kewdhatminifundistas
due to their very small land holdings and variotigeo structural constraints, have been almost
entirely excluded from participating directly inettboom’ as producers (Kay, 2002)As Collins
and Lear (1995, p.200) explain;

4 Although it is likely that manyninifundistassupplement their incomes by working as part tinoekers within the
fruit industry (e.g. ‘semi-proletarianisation’).



127

[the fruit industry’s] expansion has been limitedrdely to the better educated and
economically more sophisticated growers...Chile’s Isfaamers, including the remnant of

land-reform beneficiaries were largely precludednfr the fruit boom, mainly because they
were insufficiently large and lacking the resourtegain access to technology and technical

assistance offered by the fruit exporters, bankd, @nsulting agronomists.

Thus, for Collins and Lear (1995) the focus term®a on those structural barriers that prevent
growers from embracingeconversiénin the first place, in particular the lack of asseto
agribusiness’s financial and technical infrastreeturhis implies that if growers were perhaps
able to tap into this supplier/exporter nexus, they would have the resources and means to
take advantage of the fruit industry’s expansioowever, as | have shown in this thesis, the
ability to reconvert and the ability to remain Viain the long run are two separate matters. In El
Palqui, despite receiving on average nine timeswash land as moshinifundistas(Kay, 2002)
and been large enough to attract considerableesttand capital from agribusiness, nearly two
thirds of the locality’s small-farmers who recorteer have failed to remain viable in the long
run. In fact, paradoxically, it could be arguedttti@ir involvement with the fruit export firms
(and access to company credit), rather than tlek bf involvement, has been the primary
mechanism generating debt, proletarianisation aswdoseconomic differentiation within El
Palqui®. This is consistent with Gwynne’s (2003, p.31Dument that;

In those spaces that have become more embeddeglabia capitalism (through production,
exchange, investment and technology flows) higla¢esr of growth...can reinforce the
strongly differentiated nature of dependent cajstal and the tendency for economic
development to be concentred in the ‘upper cirtdiitsked to TNC in particular) with little

trickle down to the ‘lower circuits’ (such as smatlale farmers)

Indeed, it is certainly feasible that had they ooiverted their land to grapes in the first place,
like grower 9, many growers would still retain owstd@p and control of their land. This appears
to be the case in other parts of the GuatulamesYalhere micro-farmers - too small to attract
the attention of large TNC - have “survived andrepeospered in the Valley” (Gwynne, 2003,
p.319).

S Other research tends to support the idea thaegraptract farming with agribusiness (Korovkin, 298nd tomatoes
cultivation under contract (Peppelenbos, 1996) terrésult in proletarianisation and the socio-&snit
differentiation of the peasantry.
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It is argued, therefore, that pasieonversiorstructural constraints are every bit as imporemt
prefeconversidénconstraints. However, this is not to imply thaconversionper se is a
completely flawed concept. But rather that ‘mareet- reconversiénalone is no panacea for
rural development: that is of course assumingtti@tim of the Chilean government is not just to
generate growth but to foster ‘growth with equigs it frequently claims (Kay, 2002).

7.3.1 Reconversiomto the future

It is time to consider both new ideas and draw ast fessons. The wagconversidorhas been
pursued to date requires alterations. Critics afestntervention need to be reminded that the
Chilean fruit export sector was not born entirefytloe ‘free market’, but owes considerable
thanks to past government interventions, most mpthkei's fruit plan of 1968 and Allende’s
extensive land reforms (see chapter 5.4.- 5.7. K#&5 (2000, p.465) argues, “this does not mean
[however] a return to the centralised type of statervention of the populist period before
1973". Although, it does mean that from a neo-dtratist perspective, there is no reason why
government intervention cannot continue to playiraportant enabling role in the industry to
ensure the “benefits of growth and modernisati@dch those groups marginalised or excluded
during military rule (1973-1989) (Kay, 2002) ancetbafter. It is argued that had the Chilean
government taken a more active role it could hagkp loffset some of globalisations more
regressive aspects, perhaps averting such rapidialedspread grower failure.

Unless operating under a command economy, howgeernments cannot generally prevent
someone from selling their own land, force thersggend their money carefully, or force them to
work hard. That said, however, states can helpigeasertain individuals or groups with the right
tools to help protect them from extra-economic eiation and provide for a degree of equality
of opportunity. A number of policies could have bagsed, and still have relevance for those
parcelerosremaining today. They generally relate to the Bpestructural constraints outlined

under sub-question two.

» Opening legal channels

Short of a new round of politically volatile lanegforms and turning back the clock, there is little
that can be done to directly alter existing landamments and educational attainment among

older growers (yet not their children of coursepwéver, they offer important clues as to where
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intervention can be useful. | would argue thatdbgtral barrier to small-scale farmers has been
the almost entire reliance on the export compafvigsch is of course indirectly related to their
small-size). A degree of accessible, and most itapdy, impartial, legal advice (state funded or
subsided) prior to signing contracts and followihg resolution of the liquidations may have
helped prevent export firms from exploiting grovignorance and potentially ‘inventing costs'.
Fortunately, there is some indication that theesitmbeginning to take a more active role with one
grower Grower 19 telling me of a state solicitor who is helpingrhdefend his land in court.
How widespread and accessible such support is, Vewenclear. More research needs to be
done into this area. But it certainly appears ta lpgsitive.

Besides legal assistance, however, a number of gfteevers mentioned how the internet is
making “it easier to stay in touch and check pricédthough it also has the potential to help
growers make better informed investment decisidhg degree to which the internet and other
technological breakthrough are helping to empowewgrs vis-a-vis trans-national companies in
El Palqui and indeed throughout the Latin Americamtinent is also unclear, although it is

certainly an interesting question worthy of dedpeestigation.

= Fostering cooperation

Another way the government could have assisted gr®ws by fostering cooperatives among
growers to allow for scale benefits and greateg&iaing power with export firms. Korovkin
(1992, p.247) describes how small-scale grape pexdun Rinconada formed such a collective
(the Orolonco Society) which “served as an interiamgdin their relations with the fruit
corporations” helping to protect them against ‘imf@ontracts and receive better prices for their
produce. Yet, despite having been once part of @@pes,parcelerosin El Palqui exhibit a
comparatively high degree of individualism whictsHad to a sub-optimal level of cooperative
organisation. Thus, providing economic incentivesone way the state could encourage such
organisation- although merely helping to set up ‘tegulatory framework’ (Gwynne, 2003),
provide advice and institutional capacity is a @udirst step in sparking such mutually

beneficial arrangements.

* Providing alternative credit or subsidised credadilities

| have all ready described in earlier chapters lowumber of farmers have more recently

wrested themselves from the export companies bipdadn bank loans (once only the privilege
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of large farmers) (Gwynne, 2003) which offers thiamgreater autonomy, fewer risks and higher
returns as they are able to sell to the ‘higheddds’. Moreover, although it is difficult to
measure, throughout the interview process it wasadiered that those growers who had achieved
this level of independence from the firms (as oppd® ‘disguised proletarianisation’) displayed
a certain sense of pride and accomplishment tloat fn wellbeing perspective, should not be

understated.

Had the government provided either subsidised toediimply alternative credit (either direct or
through a private/public partnership with the bartksgrowers this would have likely achieved
similar multiple aims. First, it would have reductw power differential between grower and
firms. As with contractual relations in most econcatly ‘developed’ nations, growers could
have negotiated terms with any number of firms Wwhimuld likely result in a more equitable
sharing of the risks and returns whilst still carifeg technological benefits to the grower. Not
able to utilise ‘lock-in’ clauses, any attempt bynfs to invent costs would simply result in
companies losing their suppliers to rival compesitdt would be in the firms’ interest therefore
to support growers rather than exploit their ignoe& Second, growers would have greater choice
in terms of where they bought their inputs whictaiso likely to save them mon@yThirdly,
with no potential conflict of interest (i.e. to wpugrowers’ land), the government could have
‘rationalised’ the credit/advances process, ineclgdchecks and balances and monitoring to
ensure credit was used prudently- which would rex@ded the myopic credit bonanza of the

early year§'.

Such policies go beyond creating a more equitaisteilsution of the ‘fruits’ of the fruit export
boom, however. They also have an important secgrfdaction in the sense that they are likely
to contribute to the political sustainability ofconversién and ultimately the integrity of the
export model and the capitalist system itself. 0@ major caveat remains: given that firms were
attracted not just to Chile’s natural comparativivaatage but also its human engendered
competitive advantage (i.e. the liberal labour espion model), it is questionable that firms
would have invested in the Chilean fruit sectortie same degree had they not been able to

8 That said, it is not uncommon in contract farmiagpecially given the specific quality standarawjnmental
standards and phyto-sanitary requirements of markeis- for buyers to demand that certain typesevels of
inputs are used by growers.

"t is not lost on the author that such state ¢remlild engender a degree of ‘moral hazard’ (.¢hé credit context,
irresponsible borrowing) if growers believe the gmment is likely to go soft on repayment and gneweegin to see
such support as a right as was the case withattitecipo’ (advancepiven to reform beneficiaries under the Allende
government (Kay, 2002).
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utilise their superior power position and infornoatiflows to exploit both growers, labour and the

environment.

7.4. Final Remarks and Conclusions

In chapter (2.3.) it was explicitly stated how tended to take a political-economic approach to
my analysis. This compels us to view the changdsl iRalqui as intimately linked to the wider
political-economic struggles that have taken plaond continue to take place in Chile. In this
context, grower failure gbarcelerosand consequent land concentration is not meréatataral’
process in the evolution of the Chilean economy,rhther can be traced back to the military
government explicit, and to a lesser degreeGbrcertaciongovernments’ tacit, anti-state, non-

interventionist bias.

Indeed, since the initiation of land reform unddegsandri, then Frei and Allende, Chilean
farmers- particularlyparceleros have been caught up in ideological battle betwberforces of
socialism on the one hand and neoliberalism onother. Most recently they have been the
victims of the assumption-ridden totalising nealddemodel: a model which tends to view
development in a very narrow sense, where the beglhy’ of a nation is crudely assumed to
correlate to, and improve with, a rise in a numiifeoroad macro-economic indicators which are
often indecipherable to the majority who feel theffects. In achieving its ends, neoliberalism
shows little mercy. It has little patience for, airleast turns a blind eye to, the many complex
histories, different geographies and underlyingdtrral constraints faced by different genders,
socio-economic groups, cultures and communitiespi®td of history, and in the eyes of neo-
liberals, everyone is essentially the same in tasfitheir barriers, hopes and desires. Those who
fail economically (e.gparceleros)thus only have themselves to blame. Besides, arehe
economy and the country better off as a whole taleansed of such inefficiencies anyway? Is
this not simply the natural order of things? Frdnis perspective grower failure is not necessarily
something to be lamented but is merely a methodephrating the week from the strong, the
efficient from the non-efficient, or to use thedamage of Chilean policy circles- the ‘viable’ from
the ‘non-viable’ (Korovkin, 1992, p.239).

It is attitudes such as these that the growerd &falgjui had to face under the military regime’s
neoliberal agenda and its continuation under th@wa democratic regimes since 1990. Thus,

given the high degree of policy continuity throughdhe democratic transition, it is perhaps



132

unsurprising thatreconversiénremains a key centre piece of the Chilean govertimen
agricultural policy. Continued growth in the fri@kport sector, particularly in table grapes, has
helped to sustain the predominance of this polByt despite the emergence of a new
entrepreneurial class, proletarianisation, lancteatration, and social differentiation continues to
take the shine off what has undeniably been a treiparkable reinsertion into the global

economy (Kay, 2002).

Certainly in the case of El Palqui, in the wakecofitinued land sales since 199ércelerosare
rapidly joining the ranks of ‘semi-proletarianisedinifundistasor ‘fully proletarianised’ wage
labourers, while those who retain land (excludingse ‘few’ who have been able to sell to the
highest bidder) represent little more than a ‘disgd proletariat’. In light of this reality, it is
argued that the Chilean countryside is developimg@biodalist character, coupled with a new
form of ‘debt-peonage’, which is gravely reministef Chile’s pre-reform- arguably semi-
feudal- haciendasystem. Only today it is not large inefficient ¢etawhich dominate the
countryside but medium to large, highly capitaliseabitalist farmers and agribusinesses. Which
begs the questions, is ‘market le@conversiénthe most desirable model? And if not, what
alternatives may there be, and which groups oughtrive these initiatives (e.g. markets,

governments or non-governmental organisations?etc.)

There is already some indication that the Chileaveghnment, under Bachelet, is reassessing its
role vis-a-vis the economy and is poised to takaoae active role in steering Chile towards a
new stage in its economic development. In whateghg@ps the closest to a neo-structuralist
approach yet, the Bachelet government has opentjariiey it's intention to take a more
supportive approach towards the rural economy, kympting “public policies for quality
control, public-private cooperation and a changéhim productive focus [towards value added
products in particular]”. But perhaps most impotitgrwhile international integration and export-
led growth remains firmly on the agenda, Bachesst éxplicitly stated that all policies will need
to be ‘inclusive’, and must provide opportunities &ll Chileans, with a particular “emphasis on
small-scale family farming”. These ‘inclusive’ ideare encouraging, but we will have to wait

and see if the Bachelet government can deliveheset goals.

7.4.1. Some Research reflections
Earlier on in this dissertation | stated that it the explicit intention of this thesis to offie

final say as to the merits of neoliberalism in BldRi, in Chile or indeed in Latin America as a
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whole; and this position still holds. | have, howevbeen able to uncover continued land
concentration in El Palqui since 1994 thus confignMurray’s (1997) earlier predictions that in
the absence of government intervention “the ecoadatecline of the peasantry is unavoidable”
(Murray, 2002b, p.220). | have also shown how slactd concentration has for the most part
occurred due to small-growers accumulating excesdiebts with fruit exporting companies
whose ubiquitous presence throughout the Chileamtegside is in itself a direct result of the
government’'s conscious effort to court foreign isimeent and allow the market to allocate
resources, which is in turn all part of successieeernments’ wider neoliberal agenda. By
focusing on a specific locality with specific acgpit has been possible to paint a more detailed
and relevant picture of how the ‘global’ conditiahg local; a focus which cuts through the often
polarising and assumption ridden debates whichosad globalisation and neoliberalism at the

national or international scale.

Whether this rural transformation can be said tggbed or bad, or just or unjust, however, is
beyond the direct scope of this thesis. All chargppires adaptation and the adoption of new
ways of living, creates new opportunities and eagrivith it new threats. Ultimately the final say
as to the merits of neoliberalism ought to be degtidpon by the community at large — not merely
the perspective of thearceleroswho are but one — albeit important- part of thealammmunity.
For instance, during my stay | made the commeat\uery helpful local resident- himself the son
of a parcelerowho had only recently been forced to sell his lathdt ‘it must be sad that so
many have lost their land?’, in which case he redpd, “perhaps, but it has not affected
employment”. Indeed, on the positive side, El Pialgnd indeed Chile as whole continues to
enjoy success in non-traditional exports and tlds lowered the nation’s hitherto precarious
reliance on volatile copper exports. In El Paldqulieast, the fact that firms have bought land and
are now directly involved in production as wellegorting indicates that they intend to stay for
the long hall and cannot merely up and leave shmalkets conditions take a turn for the worse.
This gives them a stake in El Palqui, and despiteef individuals owning land, locals are still
likely to benefit from the flow of technology andchniques, employment and economic
multipliers which together help to retain the logalpulation and maintain the integrity of the
puebld®. That said, more research needs to be done to pamobre complete picture of El
Palqui's agrarian change under neoliberalism, @algrly in relation to economic multipliers,

wage rates, job security and working conditionst Barhaps most importantly, more work must

8 Gwynne and Ortiz (1997 Kay (2002) found that despite land concentratiba fruit boom, especially given the
labor intensive nature of grape production, hdeast helped maintain the local population. Aneabetidence
suggests this is still the case, although morearekds necessary to say for certain.
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be done to illuminate the opinions, attitudes aect@ptions of the locals that have actually lived

this dramatic and tumultuous transformation.

7.4.2. Conclusion

In Conclusion, there is little doubt that, in pyrelconomic terms, Chile remains one of the most
successful examples of non-traditional agro-expexit growth in Latin America (Collins and
Lear, 1995). In 1975, non-mineral exports madeusp pver 30% of total exports, whereas now
they account for about 60% (US Dep of State, 20B6).rural poverty, despite improving under
Concertacion leadership remains high at one quarter of the rural populatighile land
concentration, socio-economic differentiation andom and precarious working conditions
continue (Kay, 2002). Moreover, some question theglterm environmental, economic and
possibly political sustainability of a growth mod#¢pendent on the exportation of low value
primary products (Barton, 1998; Murray, 2002bps Barton (1998, p.16) points out “In many
ways, Chile’s natural resource dependence has hariged considerably, merely shifted from
mineral resources to the exploitation of other redttesources...exposing Chile to issues of long
term economic insecurity and instability”. Furthems, the myriad of FTAs Chile has already
signed and are actively pursuing may create oppities for medium to large producers, but
pose difficulties for small farmers, not to mentithe fact that their strict legal conditions will
reduce the ability of governments to ‘favour theivn nation’. Regarding employment, if land
concentration persists and average land sizesaserthere is the added danger that labour may
be substituted for new labour saving technologi=mter et al, 1996).

Thus, in light of my research’s findings and thattire threats’ outlined above, this thesis argues
that the Chilean state ought to have taken, andldhstill take, a more active role in addressing
those structural limitations faced by diverse gsowgthin rural Chile. As only through targeted
state intervention can Chile’'s tremendous macrawacic success be harnessed in such a way

that benefits all Chileans and for which securesftiture viability of the Chilean peasantry.

® For instance, according to Barton (1998, p.15)leGh“perennial dependence on its natural resobe=e” has
changed little with the expansion of non-traditioegports with over 80% of the nations exports gags still coming
from natural resource extraction.
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Appendices

QUESTIONNAIRE

1. General
la. Name?
1b. What is the size of your parcela

2. Production and output

2a. What crops did you have planted on your padestayear? What was the land area occupied
by each of these crops (please treat each diffeegigty of grape separately)?

2b. Five years ago?

2c. Ten years ago?

2d. What was the output for each of these cropsylear (please treat each variety of grape
separately)?

2e. Five years ago?

2f. Ten years ago?

3. Tenancy

3a. Are you the owner of your plot? y/n

Landowners

3b. If the response to the above is yes, since \whea you been the owner?

3c. How did you come to own the land?

3d. Since you came to own the pardedae you purchased any additional land? y/n

3e. If the response to the above is yes, what Wasqtuantity purchased and when did the
purchase take place (please detail each indivithsihnce of land purchase you have been
involved in)?

3f. From whom did you buy the land in each inst&nce

3g. How much did you pay in each instance?

3h. How did you raise the money to fund this pusetfa

3i. Since you came to own the parclkéve you sold any part of it? y/n

3j. If the response to the above is yes, what Wwasquantity sold and when did this sale take
place (please detail each individual instance iod Isale you have been involved in)?
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3k. To whom did you sell the land in each instance?

3l. How much did you receive in each instance?

3m. What was the reason you sold land in eachrinsfa

3n. Do you rent any land on top of that you own?
Non-landowners

30. If you are not the owner of your land, from whdo you rent it?

3p. What is the annual payment for this?

4. The market for grapes

4a. To whom and in what proportion did you sellygrapes last year?

4b. Five years ago?

4c. Ten years ago?

4d. What price did you receive per box last year?

4e. Five years ago?

4f. Ten years ago?

4h. Are you satisfied with the way prices have egdl? y/n

4i. With which of the above mentioned buyers (if)ado you sell your grapes under contract?

4k. For what period of time are you contracteddth grapes to each purchaser with whom you
have a contract?

4]. Would you please detail the general naturehisf tontract and detail any specific conditions
which you think are of interest?

5. Credit

5a. Have you used credit in order to meet the ngqutiosts of your parcelaver the last ten
years? y/n

5b. Can you give some examples of what this crealt used for?

5c. Have you taken credit from export companieparsible for the purchase of your grape
production?

5d. What has been the rate of interest with theouarcompanies?

5e. How much time do you have to repay this credit?
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5f. Are you in debt with any of these companieamy other institution? y/n

5g. What is your current level of debt with eaclihaf above?

5h. When did this debt begin with each of the toittns/companies to which you are indebted?
5i. Do you plan to obtain more credit in the futtire

5j. For what purpose?

6. Investment and technology

6a. What types of machinery do you use on yourgbatc

6b. If yes, when did you buy each of the machineationed?
6¢. How did you pay for each of these machines?

6d. Do you share any machinery with other farmesasr o you?
6f. Do you use fertilisers on your grapes? y/n

6g. If yes, when did you start use of fertilisers?

6i. How do you pay for the use of fertilisers?

6j. From where do you purchase your fertilisers?

6k. Who informed you of the type of fertilisers thaould be best for use on your parronales
6l. Do you use pesticides or herbicides?

6m. If yes, when did you start use of these?

6n. How do you pay for pesticides/herbicides?

60. From where do you purchase your pesticidesitidds?

6p. Who informed you of the type of pesticides/iedes that would be best for use on your
parronale®

69. How do you pay for your pesticides/herbicides?

6r. What irrigation method do you use for your gr@poduction?

6s. If you use gotewhen was this installed?

6t. Do you think your water supply is sufficientrt@intain production over the coming years?
6u. Do you have any investment plans for the fitiyva

6v. If yes, what are your plans?
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7. Labour

7a. Who works on your parcédfiall-time?

7b. Do you have to employ extra persons at anycpiat time of the year?

7c. If yes, at what times is extra labour emplogad how many are employed?

7d. Where do these workers come from?

7e. Do any members of your family work off the mdaat any time during the year? y/n

7f. If yes, when do they work off-farm and in wiigpe of job?

8. The future
8a. Do you intend to continue cultivation of thegg in the future?
8b. Do you which to reduce, maintain or increassr yevel of grape production?

8c. How do you see the local market for grapesthadsituation for farmers of similar size to
yourself over the coming years here in Los Litres?
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