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’ arlos Bas cuiidan Edwards
ncia de la Reptiblica

de la Moneda

Estimado camarada Bascu én.

e permitird que lo felicite a Ud. y su digna esposa
en esta Pascua navidefia y estamos seguros préspero a’io 1992.
Pero me agaita una duda, hace meses le remitimos el

camarada Alfonso Naranjo Urrutia un proyecto sobre

CAMINO
van a venir esta afio
proyecto de unir por

entre Rocas de Santo

A LA COSTA
un millén de turistas, la idea de ese
un camino y red de hoteles, hosteles,etc.

Domingo hasta Lebu. Algo se sestéd hhaciendo...

en el camlno de los C

ongyistadores etc. rero esto se podria ha-

cer con el concurso de empresario particular.

E1 Subesecretario,

le pedimos audiencia.

lo era emtonces Pifiera, acuso recibo.peeo

..Ahora que estd en el Banco Central,tewemos

que el
Es
camino

con el

provecto siga en los archivos.
muy lamentable gque una ppntﬁnﬁdad
con el nombre del Presidente,ello

Camino Austral...

Le incluyo unos graficos que probarian

desindustrializando aceleradamente desde

que ademnds de haber un

se compare favoiabiemente

que el ais se esf
t;% QUENS ﬁp’o

1973 en adelante con un

crecimiento de. empleo poco apenas més de la poblacién.
Aunque 1992 vaya » ser buen a..0 no va a lograr aumentar en
forma considerable el empleo.
En la mina La Escondids trabajan 200 hombre en Los pelambres
80,

contra lo que se crefa 1la agricyltura e
o3 LY 10\

gréfico el elemento dindmico es la mineria y

'
st j d i .
haegfg}egkollmporisn?“ e
Acuerdo

Co~o se ve del

,Qué hardn los agricultores costinos cuandoc gracias al
con Argentina y México lleguen maiz y tiigo barato... Esos agricult
tes podriar tomar como proyecto alternativo 1la atencidn en vergno
de los turistas y en inviernc preparar conservas y dedicarse
a la crianza de ovejas... En Australia se acaba de vender un fardo
laia en US$34 mil dSlares para hacer ropa de Us$ 14 mil cada una..

Ud. me va a permitir , estimado Carlos, que Alfonso y yo nos sente-
mos a la vera d-1l camino, cualquier camino que no sea el de la
Costa a llorar a ldgrima vida por nosotrosm nue -tros hijos y nuestr
nietos. Gente mis sabia wue nosotros bha hablado de

Empresa tecnolégica... ¥ otros de economfa de
ia slidaridad, de economia

La

algunc p ralela.«.

pretensién de Alfonso ¥ é1 suscrito es mas modesta
impedir el desastre para los agricultore costinos....

No le quiero echar a perder la Pascua, pero 1la mia v de

A}onso si .~.Su camarada Zarko
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reéling under a 7% personal approval rat-
ing in the opinion polls—insists his govern-
ment’s economic policies are working.
They have now established, he claims, both
a platform for renewed growth and a shift
to a newly competitive, outward-looking
culture. Says Bolger: “I have a firm view
that it is a permanent shift.” He cites a dra-
matic improvement in labor productivity—
increased some 25% in the past three
years—and a growth in manufacturing ex-
ports of around 10% in the past year.

f the nation’s structure proves to be
permanently changed, the hurdles will
not have been merely economic. A
half-century of state welfarism has left
a legacy of what one business leader calls
“attitude problems,” with people and insti-
tutions tied to government handouts. The
person tasked with weaning New Zealand-
crs from this dependency is Finance Minis-
ter Ruth Richardson, a former lawyer who
ranks even lower in the polls than Bolger.
Dubbed “Ruthless” by critics, Richardson
denies the charge that her single-minded
pursuit of privatization and corporate-style
efficiency for state organizations has been
either radical or callous. The challenges
facing the country, she insists, are “stun-
ningly similar” to those in other languish-
ing Anglo-Saxon. economies—Australia,
Canada, the U.S. and Britain. For all these
countries, she argues, there is no alterna-
tive to economic reform. .
And there have been substantial suc-
cesses. Since 1987, inflation has plummet-
ed from almost- 20% to only: 2.2%, and
home mortgage rates have fallen from 20%
10 11%. A once inefficient port has under-
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Unemployed workers demonstrating in Auckland: many New Zealanders envision a future without jobs

gone spectacular reform.
The railways, which before
1984 lumbered along with
a bloated work force of
22,000, have slimmed down
to 5,500 employees and still
manage to carry 90% of the
former freight load. Be-
cause of tariff cuts and the
elimination of import quo-
tas, shoppers can choose
from a wide range of goods
at relatively low prices.
David Richwhite, the joint
chief executive of Auckland-based Fay-
Richwhite merchant bank, acknowledges
there is “a lot of moaning and groaning on
the street now” because of the unemploy-
ment and long recession. But he applauds
the productivity and efficiency gains,
thanks in part to the deregulation of ports,
rails and roads. Says Richwhite (whose
company is the main backer of the coun-
try’s America’s Cup bids): “New Zealand
has to live in the real world.”

Of course, many New Zealanders al-
ready live in a painfully real world. Ob-
,serves Major Campbell Roberts, who runs
the Salvation Army’s social services pro-
gram in Auckland: “We now have a level
of poverty previously unthinkable in New
Zealand.” The government has put its
70,000 low-income public houses into
a corporation that charges commercial
rents, leaving many struggling families
worse off. At the bottom of the growing
underclass, says Roberts, are the Maoris
and the Pacific Islanders, who make up a
majority of the poor but just
16% of the  population. Says he: “It’s a
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-2%

in the first half of 1991

up from 6% since 1987

sort of structural racism,

which may yet end in racial

violence.” ,

So far, the bicultural so-
cial fabric has held togeth-
er, owing in part to the 1975
establishment by the for-
mer Labour goverament of
a tribunal to consider Mao-
ri grievances over the im-
plementation of the Treaty
of Waitangi, the ISl-year-
old pact signed by the Mao-
ris and the colonizing Brit-
ish. The tribunal provides the Maoris with
a bargaining power they have not enjoyed
for generations. As a result, fishery rights
worth NZ$400 million (U.S.$212 million)
and large tracts of forest will be returned to
their control during the next decade.

But the unaddressed bicultural strains
have added dramatically to what Labour
Party lcader Mike Moore—New Zcaland's
most popular politician over the past two
years—charges are deep divisions in the
country provoked by the Bolger govern-
‘ment. “}t has broken the great consensus
of 50 years,” says Moore. Nothing angered
the working population more than the gov-
ernment’s efforts to tame labor unions.
Last April the government. announced
plans to ban closed shops, scrap the cen-
tralized wage-fixing system, encourage em-
ployers to negotiate individual staff con-
tracts and repeal laws guarantecing equal
pay for women. About 600,000 unionists
took to the streets to protest, but the gov-
ermment has pressed on.

With a comfortable parliimentary ma-
jority, Bolger does not need to face the voi-
ers until 1993, By then,
Moore worrics, New Zca-
land’s population will have
been stretched into three
ever more scparate strata.
He foresees the top 30% of
the population becoming
richer, the middle 40%
- treading water and the bot-
tom 30% sinking. But for
now it is hard to credit the
wildest fears and dreams
for New Zealand. Given its
generally educated popula-
tion and well-estublished
social and political culture,
a slide to Third World sta-
tus seems improbable. On
the other hand, the geogra-
phy and British roots of.a
green and fertile land make
it an unlikely candidate to
become a hard-charging,
industrialized dynamo like
South Korea. Still, New
Zealandcers appear (o be in
tor quite a bit more time
bouncing around at the bot-
tom of the bungee cord be-
fore it is clear just where
théy arc going to settle. m
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NEW ZEALAND

Seven yearsintoa
textbook free-market
revolution, meager
results have left many
citizens angry, bitter
and confused

By ROWAN CALLICK AUCKLAND

{ scems fitting that bungee jumping,’
the death-defying sport of diving sus-
pended by a rubber cord into chasms,
began in New Zealand. After seven
years of free-market revolution, many peo-
ple in this prim but decidedly assertive lit-
tle South Pacific country of 3.4 million are
wondering whether their leaders have tak-
en them all on a national bungee leap,
without a safety harness, so fast has New
Zealand transformed itself from the
West’s first and most protective welfare
state into its most deregulated economy.
Now the language of extremes—ludicrous-
ly high hopes and equally excessive de-
spair—dominates the political debate.

Across the country, the lines of unem-
ployed are growing. Their numbers have
doubled, to 12% of the work force, in the
past five years, during which 1 in 4 manu-
facturing jobs has disappeared. From 1985
to 1990, gross domestic product fell 0.7%,
the worst record of any industriatized na-
tion. Japan’s per capita GDP, by compari-
son, giew.23% over the same period, Ger-
many’s 14% and Australia’s 8.5%. In the
first half of 1991, moreover,
New Zealand's GDP slid an
additional 2%, as a hoped-
for export surge failed
to materialize. Agricultural
revenue in 1991 is down
20% from last year, and
falling lamb and wool prices
are accelerating a shift to
cattle farming.

With unemployment
amqng the Maori and immi-
grant Pacific Islander popu-
lation atready at 25%, many
New Zealanders envision
a future without work for
themselves or their children.
They see a once well-off
country spiraling toward.a

personal approval rating

World

Shearing the most famous export: falling prices are accelerating a shift to cattle ranching

showdown, not with the leading Asian eco-
nomic powers but with nations that can
barely scratch together a decent st andard of
living. Suys Winston Peters, who was dis-
missed from the Cabinet in October for
public attacks on government policies: “1tis
not an alarmist view that we could end up as
a Third World country.” Ken Douglas,
president of the New Zeatand councit of
trade unions, likewise fears the country will
become a 1960s-style Taiwan on Australia’s
doorstep. Says Douglas ot
the country's continued
membership in the Organi-
zation for Economic Coop-
eration and Development:
“It’s only Anglo-Saxon arro-
gance that keeps New Zea-
fand in the OLECD as one
of the developed industrial
nations.”

Such gloomy assess-
meits may overstate the
problems, but it is clear
New Zealanders have seen
little gain from all the
pain caused by a radical
gconomic restructuring
launched by the Labour
Party in 1984 and contin-

HvZO& 53¢ ¥

7%

ued—even intensified—under Prime Min-
ister Jim Bolger’s 13-month-old conserva-
tive National Party administration. Among
the measures taken since restructuring be-
gan: a 20% devaluation of the New Zea-
fand dollar; deregulation of the finance in-
dustry; the sale of most government-hetd
businesses: dramatic income-tax cuts, with
the top rate falling from 66% to 33%; and
the introduction of a 12.5% across-the-
board goods-and-services tax fevied even
on basic necessities like milk and bread.
Tariffs and import quotas proteeting farm-
ers and manufacturers have been stashed
The outcome is being closely watch

by countries like Austratia and Canada,
which have tentatively set out to restruc-
ture their cconomies along simiar lines but
so far, have been reluctant to take the Kiwi
feap of taith. That reluctance is nol eased
by the fact that the better future long
promised to New Zealanders seems no
closer. In the minds of those who started.
the revolution, however, the vision still
glows of a lean and mean little country
that, through innovation and boldness, can
take its place alongside the booming mini-
dragons of Asia. At his office in the Bee-
hive building in Wellington’s parlia-
mentary precinct, Prime Minister Bolger—
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Senor
Zarko Luksic S.
La Capitania 841

Las Condes

Estimado sefor Luksic:

Tengo el agrado de acusar recibo de su
carta del 22 de diciembre de 1991, en gque manifiesta su
preocupacién por el proyecto llamado "E1l Camino de la Costa"
que envié a este Gabinete en conjunto con el senor Alfonso

Naranjo.

Cumplo con manifestarle gue debido a 1la
naturaleza del trabajo, que es enfocado hacia el turismo, fue
enviado con fecha @5 de abril de 1991 al Servicio Nacional de

Turismo.

Sugiero a usted, si lo estima conveniente

gque tome contacto en forma directa con SERNATUR.

Saluda atentamente a usted,

Carlos Bascunan Edwards
Jefe de Gabinete Presidencial

St AL

Marcelo Trivelli Oyarzan
Asesor Presidencial

CHC/esr
¢c.c.: Archivo Presidencial
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Sefior Carlos Bas cuiidn Edwards ;Z :};Zj?
Presidencia de la Reptiblica NR-Cq 1] ] -
Palacio de la Moneda 3 0 mc 91
P PARA ;?_ ?a' 2\3’: |
ELstimado camarada Bascu' 4dn. ;&f; EDéd J.R.A
WM.z -Q_‘,.'::.,..ﬁ'r.-.*::'f-."::*:';':.:‘.:-f‘:‘»'z"'"""'“m

Me permitizréd que 1o felicite a Ud. y su digna esposSa

en esta Pascua navideila ¥y estamos seguros préspero alio 1992.

Pero me adaita una duda, hace meses le remitimos el
camarada Alfonso Naranjo Urrutiz un provecto sobre

CAMNINO A LA COSTA

van a venir esta afio un milién de turistas, la idea de ese
proyecto de unir por un camino Yy red de hoteles, hosteles,etc,
entre Rocas de Sgnto Domingo hasta Locbu. Al se seatd baciendo...
en el camino de lox congyistadores etc., Fero esto se podria ha-
cer con el concurso de empresario particular.

El Subesecretario, lo era emtonces Pifiera, acuso recibo.peeo
le pedimos audiencia...Ahora que estd en el Danco Central, teremos
que el provect: siga en los archivos.

Es muy lamentable que una ppottnidad que ademds de haber un
camino con el nombre del Presidente,ello se compare favohabiemente
con el Camino Austral...

Le incluyo unos gréaficos que probarian que el pais se OStéS)o

rnclusn
desindustrializando aceleradamente ~'esde 1973 en_adelante con un

crecimiento dei empleo poco apenas mds de la poblacién,
Aunque 1992 vaya » Sser buen aiio nmo va a lograr aunmentar en
forma considerable el empleo.
En la mina La Escondida trabajan 200 hombre en Los pelambres
80. Cowo se ve del grafico el elemento dindmico es 1a mineria ¥y
- ) » .
contra lo que se creia la agr;gy%ﬁq{ak?%aaéyfg}egi?lﬁmpef S%?}f;3&UW
LQué bhardn los agricultores costinos cuando gracias al Acuerdo
con Argentina ¥y México lleguen maiz y trigo barato... Esos agriculto
tes podrian tomar como proyecto alternativo la atencidén en verano
de los turistas y eun invierno preparar conservas y dedicarse
a la crianza de ovejaS... En Australia se acaba de vender un fardo d
lana en US$3L4 mil délares para hacer ropa de U3$ 14 mil cada una...
Ud., me va a permitir , estimado Carlos, que Alfonso ¥y YyoO nos sente-
mos a la vera del camino, cualquier camino que no sea el de la
Costa a llorar a légrima vida por nosotrosm nue .tros hijos y puestrc
nietos. Gente més subia wue mosotros ha hablado de
Empresa tecnolégica... y otres de economfa de
ia slidaridad, algunc de economia p ralela.<.

o el suscrito es mas modesta
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reeling wnder a 7% personal approval rat-
ing in the opinion polls—insists his govern-
ment’s economic policies are working.
They have now established, he claims, both
a platform for renewed growth and a shift
to a newly competitive, outward- Iooking
culture. Says Bolger: “I have a firm view
that it is a permanent shift.” He cites a dra-
matic improvement in labor productivity—
increased some 25% in the past three
years—and a growth in manufacturing ex-
pbrts of around 10% in the past year.

f the nation’s structure proves to be

permanently changed, the hurdles will

not have been merely economic. A

half-century of state welfarism has left
a legacy of what one business leader calls
“attitude problems,” with people and insti-
tutions tied to government handouts. The
person tasked with weaning New Zealand-
ers from this dependency is Finance Minis-
ter Ruth Richardson, a former Jawyer who
ranks even lower in the polls than Bolger.
Dubbed “Ruthless” by critics, Richardson
denies the charge that her single-minded
pursuit of privatization and corporate-style
efficiency for state organizations has been
either radical or callous. The challenges
facing the country, she insists, are “stun-
ningly similar” to those in other languish-
ing Anglo-Saxon. economies—Australia,
Canada, the U.S. and Britain. For all these-
countries, she argues, there is no alterna-
tive to economic reform.

And there have been subsfantial stic-
cesses. Since 1987, inflation haiZ plummet-
ed from almast- 20% to only;2.2%, and
home mortgage rates have fallen from 20%

to 11%. A once ineflicient port has under-
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Unemployed workers demonstrating in Auckland: many New Zealanders envision a future without jobs

gone spectacular reform.
The railways, which before
1984 lumbered along with
a bloated work force of
22,000, have slimmed down
to 5,500 employees and still
manage to carry 90% of the
former freight load. Be-
cause of tariff cuts and the
elimination of import quo-
tas, shoppers can choose
from a wide range of goods
at relatively low prices.
David Richwhite, the joint
chief executive of Auckland-based Fay-
‘Richwhite merchant bank, acknowledges
there is “a lot of moaning and groaning on
the street now” because of the unemploy-
ment and long recession. But he applauds
the productivity and efficiency gains,
thanks in part to the deregulation of ports,
rails and roads. Says Richwhite (whose
company is the main backer ol the coun-
try’s America’s Cup bids): “New Zcaland
has to live in the real world.”

—-
B

Of course, many New Zealanders. al-'

ready live in a painfully real world. Ob-
,serves Major Campbell Roberts, who runs
the Salvation Army’s social services pro-
gram in Auckland: “We now have a level
of poverty previously unthinkable in New
Zealand.”? The government has put its
70,000 low-income public houses into
a corporation that charges commercial
rents, leaving many struggling families
worse off. At the bottom of the growing
underclass, says Roberts, are the Maoris
and the Pacific Islanders, who make up a
majority ‘' of the poor but just
16%. of the population. Says he: “It's a
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in the first half of 1991

sort of ‘structural racism,
which may yet end in mcml
violence.”

So far, the bicultural so-
cial fabric has held togeth-
er, owing in part to the 1975
establishment by the for-
mer Labour government of
a tribunal to consider Mao-
ri grievances over the im-
plementation of the Treaty
of Waitangi, the 151-ycar-
old pact signed by the Mao-
ris and the colonizing Brit-
ish. The tribunal provides the Maoris with
a bargaining power they have not enjoyed
for generations. As a result, fishery rights
worth NZ$400 million (U.S.$212 million)
and large tracts of forest will be returned to
their control during the next decade.

But the unaddressed bicultural strains
have added dramatically to what Labour
Party lcader Mike Moore—New Zealand’s
most popular politician-over the past two
ycars—charges are decp divisions in the
country provoked by the Bolger govern-
‘ment. “It has broken the great consensus
of 50 years,” says Moore:. Nothing angered
the working population more than the gov-
ernment’s efforts to tame labor unions.
Last April the government, announced
plans to ban closed shops, scrap the cen-
tralized wage-fixing system, encourage em-
ployers to negotiate individual staff-con-
tracts and repeal laws guarantecing equal
pay for women. About 600,000 unionists
took to the streets to protest, but the gov-
ernment has pressed on.

With a comlortable parliamentary ma-
jority, Bolger does not need to face the vot-
ers until 1993, By then,
Moore worries, New Zea-
land’s population will have
been stretched into three
ever more scparate strata.
He foresees the top 30% of
the population becoming
richer, the middle 40%
treading water and'the bot-
tom 30% sinking. But lor
now it is hard to credit the
wildest fears and dreams
for New Zealand. Given its
generally educated popula-
tion and well-estublished
social and political culture,
a slide to Third World sta-
, tus scems improbable. On

the other hand, the geogra-
phy and British roots of.a
green and fertile land make
it an unlikely candidate to
become a hard:charging,
industrialized dynamo like
South Korea. Still, New
Zealanders appear to be in
for quite a bit more time
bouncing around at the bot-
tom ol the. bungee cord be-
fore it is clear just where
théy are going to settle. m
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NEW ZEALAND *
Sevenyearsintoa
textbook free-market

revolution, meager
results have left many
citizens angry, bitter
and confused

By ROWAN CALLICK AUCKLAND

{ seems fitting that bungee jumping/’
the death-defying sport of diving sus-
pended by a rubber cord into chasms,
began in New Zealand. After seven
years of free-market revolution, many peo-
ple in this prim but decidedly assertive lit-
tle South Pacific country of 3.4 million are
wondering whether their lcaders have tak-
en them all on @ national bungee leap,
without « salcty harness, so last has New
Zealand transformed itself from the
West’s first and most protective welfare
state into its most deregulated economy.
Now the language of extremes——ludicrous-
ly high hopes and equally excessive de-
spair—dominaius the political debate.
Across the country, the lines of unem-
ployed are growing. Their numbers have
doubled, to 12% of the work force, in the
past five years, during which 1 in 4 manu-
facturing jobs hds disappeared. From 1985
to 1990, gross domestic product fell 0.7%,
the worst record of any industrialized na-
tion. Japan's per capita GDP, by compari-
son, giew,23% over the same period, Ger-
many’s 14% and Australia’s 8.5%. In the
first half of 1991, moreover,
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Shearing the most famous export: falling pri'q:es are accelerating a shift to cattle ranching

showdown, not with the leading Asian cco-
nomic powers but with nations that can

barely scratch together a decent standard of -

living. Says Winston Peters, who was dis-
missed from the Cabinet in October for
public attacks on government policies: “It is
not an alarmist view that we could cnd up as
a Third World country.” Ken Douglas,
president of the New Zeatand council of
trade unions, likewise fears the country will
become a 19060s-style Taiwan on Australia’s
doorstep. Says Douglas of

New Zealand's GDP slid an : the country’s continued
additional 2%, as a hoped- 3 membership in the Organi-
for export surge failed % zation for Economic Coop-
to materialize. Agricultural % eration and Development:
revenue in 1991 is down “1t’s only Anglo-Saxon arro-
20% from last year, and gance that keeps New Zea-
falling lamb and wool prices land in the OECD as one
are accelerating a shift to of the developed industrial
cattle farming. nations.”

With unemployment Such gloomy assess-
amgng the Maori and immi- ments may overstate the
grant Pacific Islander popu- problems, but it is clear
lation already at 25%, many New Zealanders have seen
New Zealanders envision personal approval rating  little gain from all the

a future without work for L

b
themselves or their children. by
They see a once well-off "kif. /;»’

country spiraling toward.a
18

pain caused by 2 radical
cconomic restructuring
launched by the Labour
Party in 1984 and contin-

%
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ued—even intensificd—under Prime Min-
ister Jim Bolger’s 13-month-old conserva-
tjve National Party administration. Among
the measures taken since restructuring be-
gan: a 20% devaluation of the New Zea-
land dollar; deregulation of the finance in-
dustry; the sale of most government-held
busingsses; dramatic income-tax cuts, with
the top rate falling from 66% 10 33%; and
the introduction of a 12.5% across-the-
board gm)ds-and-services tax levied even
on basic necessities like milk and bread.
Tariffs and import quotas protecting farm-

-ars and manufacturers have been stashed.

The outcome is being clasely watched
by countries like Australia and Canada,
which have tentatively set out to restruc-
ture their economies along similar lines but
so far, have been reluctant o take the Kiwi
jcap of faith. That reluctance is not eased
by the fact that the better future long
prontised 10 New Zealanders seems 1o
closer. In the minds of those who started.
the revolution, however, the vision still
glows of a lean and mean little country
that, through innovation and boldness, can
take its place alongside the booming mini-
dragons of Asia. Al his office in the Bee-
hive building in Wellington’s parlia-

mentary precinet, Prime Minister Bolger—
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