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Introduction 

In their desire to take better advantage of their non-renewable natural 
resources, the governments of Latin America have made substantial changes in the'/ 
productive structure of the mining industry, by extending State participation in -
mining activities, pursuing active policies and negotiating with the transnational 
corporations that had traditionally monopolized the sector. 

In the absence of a domestic private sector having the necessary financial, 
technological and administrative capabilities, the State has been obliged, in some 
countries, to assume entrepreneurial functions and to set up public enterprises for 
the exploitation, processing and marketing of minerals. These significant changes in 
Latin American mining were not sufficient, however, to overcome its dependency on 
foreign capital and the transnational corporations continued to maintain their 
supremacy, particularly in the areas of technology and marketing on thè world markets, / 

Nevertheless, this'situation,changed the bargaining capacity of both sides anc^ 
as a result, brought about new types of- relationships and contracts with the foreign 
corporations, thus making i t possible for some countries in the region to gain 
considerable experience in policy design and implementation and in negotiations 
regarding specific problems, r 

Through its Joint Unit with the United Nations Centre on Transnational 
« 

Corporations, CEPAL has been concerned with this subject over the last few years; * 
Along with the Regional Commissions for Africa and for Asia and the Pacific, as well 
as the United Nations Centre on Transnational Corporations (CTC>, i t has developed an 
interregional project on bargaining power and distribution of gains among developing 
countries and transnational, corporations in. export-oriented primary commodities. 

Under this project,, studies are being .made of seven commodities in the 
different countries of the region (bauxite in Jamaica, copper in Chile and Peru, tin 
in.Bolivia, cotton in Mexicp, bananas in Honduras and Panama, coffee, in Colombia and 

« 

sugar cane in Brazi l ) , applying a.common methodology in order to carry out integrated 
» 

sectoral studies that wi l l summarize the compie^ and multifaceted experiences of the 
countries that produce export commodities, in the three developing regions,1/ 

1/ For more detail , see UNDP, Proyecto de los Gobiernos de Bolivia, Brasil , 
Colombia, Chile, Honduras, Jamaica, México,. Panamá and Perú sobre el "Fortalecimiento 
del poder de negociación de los Gobiernos Huéspedes en sus tratos con las empresas 
transnacionales dedicadas a la exportación de productos básicos" (RLA/80/016/A/01/02), 
"Transnational Corporations in Export ¡Oriented Primary Commodities: A General 
Conceptual Framework for Case Studies" (CTC/ESCAP/PEC/1) and "Report of the Inter-
regional Expert Group. Meeting on Transnational Corporations in Primary Export 
Commodities", Bangkok, 8-15 October 1979 (CTC/ESCAP/PEC/2). 

/In addition, 



In addition, in its last three ordinary sessions (1975, 1977 and 1979) 
CEPAL adopted individual resolutions on co-operation among developing countries 
and among developing regions of different geographical areas.1/ 

The purpose of this study is to examine and evaluate the Chilean experience 
in the development of the copper industry and the role in this process played by the 
transnational corporations which for so long controlled this activity in the Chilean 
economy. In the study an attempt has been made to use the common approach of the 
interregional project already mentioned above.2/ In order to f u l f i l the proposed 
objectives and also to provide a useful tool of analysis for those interested in the 
subject, an attempt has been made in the present work simultaneously to provide an 
analytical description of the historical events and to offer an interpretation and 
evaluation of the interrelationships between the State and the transnational 
corporations. 

Chapter 1 presents and examines the most significant features of the development 
of the Chilean copper industry and its relationship to and influence on the Chilean 
economy. Chapter 2 contains some basic elements related to the international copper 
market and the dynamic Chilean experience in the area, including some background 
on the development of the Intergovernmental Council for Copper-Exporting Countries 
(CIPEC) and its effects at the international level. 

In chapter 3 the Chilean case is examined from the point of view of public 
policies towards large-scale copper mining and its dynamic relationship with the 
transnational corporations in the period from the beginning of the century until 
1970. This part is an attempt to evaluate, for the case of Chile, the bargaining 
process and the distribution of profits between the national economy and the 
transnational corporations. The subject of the nationalization of the large-scale 
copper mining industry, its origins and principal effects, are developed in chapter 
and chapter 5 finishes with a.preliminary view of current policies for incorporating 
transnational Enterprises into the exploitation of Chilean copper. Extensive 
bibliographical material, as listed in the final appendix, was used for the 
development of this work. 

1/ See CEPAL resolutions 363 (XVII) adopted in Guatemala and 387 (XVIII) . 
adopted in ..La Paz-

2/ See part "A. General background and methodologies", in chapter 3 of this 
report. 

/The authors 



The authors of this study, Juan Eduardo Herrera and Carlos.Vignolo, also had 
the co-operation of Bias Tomic (especially in chapter 4), The study was discussed 
and revised within the CEPAL/CTC Joint Unit, in co-operation with the CEPAL Division 
of Natural Resources and presented to the seminar on Alternative Approaches to 
Negotiating with Foreign Investors and Transnational Corporations in the Copper and 
Tin Industry» organized by CEPAL in Santiago, Chile, 9-12 December, 1931, with the 
participation of high-level of f ic ia ls of the public and private sectors and 
representatives of foreign enterprises from Bolivia, Brazil, Chile and Peru, 

Despite the heterogeneous situations and experiences of the four countries and 
the different interests involved, various common positions were identified with 
regard to the importance of mining for the future economic development of the region 
and a need to count on the contributions of the technology, capital and administrative 
and commercial management of the transnational corporations. In this framework, 
there are four critical areas: 

(a) Focus of mining policies and negotiating with transnational corporations in 
the framework of global socio-economic development strategies and plans and the use 
of adequate planning and information to assess the alternatives of mining and 
metallurgical expansion and the respective ways and means of international marketing 
and financing, 

(b) Strengthening of the existing public sector as a conductor and supervisor 
of negotiations with foreign investors. 

(c) New technological, commercial, administrative, financial and patrimonial 
relations between the public sector and transnational corporations and foreign 
investors, and policies and agreements leading to mutual benefits, clarity and 
stability in the rules of the game between both parties. 

(d) Horizontal co-operation among the mining countries of the region and 
especially in the systematic exchange of important information and common positions 
with respect to foreign consumer and investor countries. 

On this last point the suggestion was made to organize a data bank for the 
mining countries of the region on important areas of bargaining alternatives with 
transnational corporations and foreign investors ( for example, investment agreements, 
marketing systems and discounts on metal refining /^maquilas^, characteristics of 
the transnational mining corporations, taxation and incentives, national mining 

/codes, etc.) 



codes* etc-)« :i$ri addition, i t wasxrequested-that'a specialized workshop should 
be organized for the negotiators of :.the mining-countries of the region. The 
Seciretariat of the Economic Conroission for- Latin America and the Centre for 
Transnational Corporations of the United Nations wi l l consider these initiatives 
in their programmes, of'work; Finally; another seminar of this type wil l be 
organized duriiig: the- f i r s t half .of 1982 in:La Paz, Bolivia, at the request of the 
Ministry of Mines and'Metallurgy of that country. 

' • ' Î t • . . „ ' V .! ' . •• : 
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Chapter 1 

COPPER IN THE CHILEAN ECONOMY 

A. THE DEVELOPMENT OF LARGE-SCALE COPPER MINING IN CHILE 

1« The evolution of production 

For a long time, copper mining has been a well-known and practiced economic 
activity in Chile» In fact, in the mid-nineteenth century, when the world copper 
industry had not yet reached the degree of development and massive volume which 
it acquired in the early years of this century, Chile, with a production on the 
order of 20 000 refined tons per year, contributed one third of the world's total 
and was the f i r s t producer of copper in the world. 

The modern development of the copper industry, however, began only in the 
early years of this century. Important technological advances in the late nineteenth 
century made possible the economical extraction and treatment of porphyritic copper 
deposits, in which the metal is found in reduced proportion (1-3%) but which are 
very large mineral deposits. As a result of this technical progress, the price of 
copper f e l l substantially, and i t became one of the most important industrial raw 
materials in the contemporary economy. Thus, whereas in the entire period from 
1850 to 1900 the world produced a total of 10 million tons of refined copper, in 
the following 50 years, that is , from 1900 to 1950, world production reached 
75 millions tons of copper. 

The development of copper mining in Chile clearly reflects, the accelerated 
world expansion of this industry. The total production of copper in Chile, which 
in the early 1900s was approximately 30 000 tons annually, had already risen over 
100 000 tons by 1918, reached 203 000 tons by 1926, and by 1929 was over 300 000 tons. 

The main reason for this explosive growth of the production of this mineral 
was the incorporation of two large United States mining companies into the 
exploitation of Chilean copper. Anaconda Copper Company and Kennecott Copper 
Corporation, which were among the main producers of copper in the United States, 
bought and developed the Chuquicamata and Potrerillbs mines in those years (1915 
and 1927 respectively) in the case of Anaconda, and the El Teniente mine (1912) in 
the case of Kennecott, For a proper understanding of the size and relative 
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importance of these mining projects, it should be recalled that Chuquicamata was 
and is the largest open pit copper mine in the world, while El Teniente is the 
largest underground copper mine in the world. 

As might be expected, the initial investments by the United States companies 
in buying these installations already set up, or in developing the mining projects, 
were considerable. Although i t is diff icult to specify exactly the amounts involved, 
on the basis of the available information we estimate that the initial total 
investment by the two United States companies reached 836.7 million dollars (at 
1979 prices), distributed as.indicated in table 1. 

Table 1 

INITIAL INVESTMENT B,Y ANACONDA AND KENNECOTT IN CHILE a/ 
(In millions of 1979 dollars) b/ 

Anaconda Kennecott 

Chuquicamata 453.1 
El Teniente - 350.0 • 
Protrerillos 83.6 -

Total 536.7 350.0 

Source: Estimates by the authors derived from data published in "Antecedentes econS-
micos y e s t ad í s t i c o s . . S ena t e of the Republic of Chile and Ignacio Aliaga 

. Ibar, "La economía de Chile y la industria del cobre" (see the 
bibliographical annex at the end of this report). 

a/ Strictly speaking, the amounts mentioned do not correspond exactly to the initial 
physical investment in the respective projects, since in the case of Chuquicamata 
and El Teniente these amounts include sums paid by the corporations for the 
acquisition of firms which were already in operation. 

b j The United Sates wholesale price index has been used as a deflator in this study 
in order to calculate the values at constant prices. 

/The arrival 



The arrival on the domestic mining scene of these large foreign conglomerates 
and the development of the three mining projects indicated, each one of which 
exceeded by several times the volume of any domestic mining establishment, 
drastically altered the profile of the copper industry in Chile, The production 
of the three vast mining complexes changed the course of the stagnant and relatively 
weak domestic production of copper and converted Chile into one of the main 
suppliers of a world copper market in continual expansion. 

Already in the five-year period 1920-1924, Chilean copper production (which 
was entirely intended for export), represented 10,6% of world production, a 
proportion which continued to increase in the following years. 

It is worth pausing briefly to consider the evolution of the production of 
the large-scale copper mining industry, since from 1915 to 1979 we may distinguish 
periods of marked contrast. 

In the years when the foreign corporations were setting up in Chile and in 
the decades immediately following, the production of these conglomerates grew at 
very dynamic rates, which were much greater than the expansion of overall world 
production. As a result of this, the relative importance of the copper production 
of large-scale Chilean mining in the world1 s total grew steadily from 7,7% in the 
decade 1915-1924 to 16,5% of the world total in 1935-1944, The annual maximum point 
was reached in 1945 when the contribution of the large Chilean copper mines reached 
20,7% of total world supply. The period 1915-1945 is thus defined as the time when 
Chilean copper dynamically plunged into the world market, conquering a growing 
portion of it and becoming within a few years the main exporter of copper in the 
world. 

After 1945 (and especially since 1950), the rate of development changed 
drastically. World production, after dropping in the five-year postwar period 
1945-1949, recovered rapidly and maintained annual growth rates of almost 4% 
annually in the entire period between 1945-1949 and 1975-1979. The production of 
the large Chilean copper mines, for their part, grew persistently at lower rates 
than the total world production (except in the final five-year period 1975-1979), 
and as a result their participation in the world total systematically decreased 
from 18,4% in the period 1945-1949 to only 8.9% in 1970-1974; this share recovered 
slightly in the period 1975-1979, when i t reached 10.8%. 

The corresponding figures are shown in table 2. 

/Table 2 



Tfihlc ? 

PRIMARY COPPER PRODUCTION, 1915-1979 

(Thousands of tons of refined 
copper) 

Period 

A 
Large-scale 

mining 
production 

B 
World production 

A/B 
(percentage) 

Annual growth 
rate A 

(percentage) 

Annual growth 
rate B 

(percentage) 

1 9 1 5 - 1 9 1 9 26*.l 6 298 * . 2 

1920-192«» 5 * 1 . 3 5 0 9 * 1 0 . 6 1 5 . 6 - 3 . 6 

1925-1929 1 1 2 * . 5 8 0 9 * 1 3 . 9 1 5 - 8 9 . 6 

1 9 3 0 - 1 9 ? * 0 8 6 . 3 5 995 1 * . 8 - * . o - * . 7 

I 9 5 5 - I 9 9 9 1 * 9 6 . 3 9 522 1 5 . 7 1 1 . 1 9 . 6 

19MV19M* 2 1 8 8 . 9 12 757 17*2 7 . 8 6.0 

1 9 * 5 - 1 9 * 9 1 9 9 * . 2 10 8 * 7 1 8 . * - 1 . 8 - 2 . 9 

1 9 5 0 - 1 9 5 * 1 7 2 7 - 2 13 612 1 2 . 7 - 2 . 5 * . 6 

1 9 5 5 - 1 9 5 9 2 1 6 5 - 3 17 296 1 2 . 6 * - 8 5 . 0 

1960-196* ? 5 0 5 . 6 22 5*7 1 1 . 1 2 . 7 5 . 5 

1965-1969 . 2 9 9 9 - 3 ? 6 892 9 . 7 0 . 6 3 . 6 

1 9 7 0 - 1 9 7 * 3 0 0 2 . 6 35 088 8 . 9 3 . 5 5 . 5 

1 9 7 5 - 1 9 7 ? * 2 1 5 . 3 39 1 2 6 ^ 1 0 . 8 6 . 5 2 . 2 

Source» See Statistical Annex, tafele 1. 

a/ World production for 1979 is estìmeted on the basis of basic data for three quarters of the year« 
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Table 3 focuses only on the relative growth rates of the production of 
large-scale Chilean mining in the world total, listed according to the above-
mentioned periods» 

From the point of view of the productive development of the Chilean copper 
industry vis-a-vis the supply from a clearly defined international market, there 
is no doubt that the indicated evolution presents a paradoxical situation. Using 
a posteriori historical analysis i t can be seen that the initial development and 
the expansion during the f i r s t 30 years of this important natural resource turned 
out to be a correct and very rational decision in the context of an adequate 
industrial strategy. The comparative analysis of what occurred in the following 
20 years with Chilean copper production, and with that of world copper production 
as well, brings up many questions. The following chapter wi l l analyse in detail 
the theme of the interrelationship between foreign enterprises and the Chilean State 
and the effect that this dynamic relationship had on the development of the industry 
i tse l f . For the moment i t is enough to say that, strictly from the industrial point 
of view, the evolution of copper production in foreign enterprises in Chile 
between 1945 and 1965 shows a relative stagnation in the framework of a significant 
development of the international market of the metal. As a natural result of this 
phenomenon, copper and the Chilean economy lost a significant opportunity for 
expansion, which meant the partial loss of positions acquired in this market and 
consequent economic cost in terms of national development. 

As additional informative relative to the productive development of large-
scale copper mining in recent decades, the following are some basic data on the 
composition of this total production. 

It is well known that the so-called copper mining industry produces and 
delivers the metal in various stages of preparation and degrees of purity. The 
most typical marketable products are copper concentrates with a copper content of 
25 to 45%, blister copper with an approximate purity of 99,0% to 99,5%, fire—refined 
copper with 99,90% copper content and, f inally, electrolytic copper with a purity 
of 99,95%, -

This is not the place to undertake a profound analysis of the reasons which 
may exist and the relative convenience of the decision to install a plant to 
produce one form or the other. Suffice i t to say that this is a complex subject 
influenced by both economic and technical considerations and that there are also 
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Table 3 

GROWTH RATES OF COPPER PRODUCTION 
(Percentages) 

Large-scale 
Chilean 

enterprises 
World total 

Annual growth rate between 1915/1919 
and 1945/1949 7.4 2.3 

Annual growth rate between 1945/1949 
and 1965/1969. 1.3 4.6 

Annual growth rate between 1965/1969 
and 1975/1979 4.9 3.6 

Source: See table 2. 

elements of marketing strategy involved. Naturally the sales value of the various 
forms of copper varies considerably, just as the cost of production and investment 
is different for the various types of copper. As an indicative guide for the reader, 
and without any claim to exactness or general validity, we may say that i f the 
price of electrolytic copper (quoted on international markets) is 100, the value of 
refined copper contained in copper concentrates would be around 80, that of blister 
copper would be 92 and that of fire-refined copper would be around 99. 

The production of large-scale copper mining in Chile has undergone important 
changes in its composition, deriving f irst ly from metallurgical variations in the 
mines and secondly by different investment decisions. The partial depletion of the 
oxides sector in Chuquicamata and its replacement by the exploitation of sulphides 
in the 1950s decreased the relative proportion of electrolytic copper, since the 
new sulphide plant did not contemplate making the required investment to reach an 
electrolytic refinement of 100% of the blister copper produced, 1/ Only in the 
second half of the 1960s did the capacity for refining in this plant expand, and 
this made i t possible f i r s t to recover and then to surpass the production level of 

1/ The processing of copper into oxidized minerals is a different process and 
does not require an electrolytic refinery to reach the final copper. 

/electrolytic copper 



electrolytic copper reached previously. In addition, the development project of 
the Andina Company (which belonged to Cerro Corporation), in the same period only 
planned to go as far as the production of copper concentrates, a situation which 
s t i l l exists today. 

Table 4 presents the evolution by five-year periods of the composition of 
large-scale copper production between 1940 and 1979. As an aid to the reader in 
order to provide a more rapid (but very approximate) overview of the meaning of 
the variations in this composition from the point of view of the sales value of 
the production, a last column has been included showing an index of the "average 
value of production". This index has been calculated by assigning to the different 
types of copper the relative values indicated previously and weighing them by the 
respective tonnages. 

With a view to completing the domestic view of copper production, it seems 
useful to include some background material on the evolution of small- and medium-
scale copper mining. 1/ Table 5 complements the previous information with the 
series of total production of copper in Chile and the contribution to i t of small-
and medium-scale mining. 

As may be seen, the evolution of production in this minor and complementary 
sector of Chilean copper mining shows a very different dynamic from that shown by 
large-scale mining. Without going into a specific analysis, which is not one of 
the purposes of this report, we may simply observe that the sector shows a 
practically stagnant and even decreasing level of production between 1915 and 1949 
and then shows a relatively more dynamic growth rate in the following 30 years, 
with an average annual rate of texpansion of almost 8%. 

The contrast between the different rates of productive expansion and the 
appreciable difference between the volumes of production of large-scale mining on 
the one hand and small- and medium-scale copper mining on the other shows a changing 
relative contribution of the latter sector in the total copper production of Chile. 
This proportion shows a persistent decline from the beginning of the period examined 
up until the last five years of the 1940s, when it reaches its minimal level of 
3.8% of the national total, and then increases, also systematically, until the second 
second half of the 1960s and remains at approximately this level until the present 
time* 

1/ The concept of small- and medium-scale copper mining in Chile is somewhat 
arbitrary and usually includes the production of a l l the copper-producing firms 
whose production does not exceed 75 000 tons of refined copper per year. 

/Table 2 



Table * ! 

LARGE-SCALE PINING* COMPOSITION OF COPPI» PRODUCTION, 19*0-1979 a/ 

(Thousands of tons of refined copper) 

A B C D E F 

Period Electrolytic, • 
(99.93* Cu) 

Fire-refined 
(99.88$ Cu) 

Blister 
(99-2* Cq) 

Concentrates 
(25 *̂99* Cu) 

Total 
Average 
value 
index 

19*0-19** 1 222 611 355 - 2 188 98.3 

19*5-19*9 1 156 *9* 56* - 1 99* 9d.i 

1950-1954 671 606 *50 - 1 727 97-3 

1955-1959 729 *?* 1 036 - 2 189 95.6 

1960-196* 838 .3*8 1 320 - 2 506 95.1 

1965-1969 1 167 3*7 1 085 2 599 96.0 

I970-I97* . 1 375 32* 851 533 3 083 93-9 

1975-1979 •? 036 587 7*5 8*7 b 215 9*.3 

Source» 19*0-1972, C o r p o r a t i o n del Cobre, El oobre chileno, 1975, (Annex 1, table 3). 
1973-1979, basic data frwi the Copper Commission-, 

a/ This table shows copper production in the form in which it ig originally submitted by the different 
production plants, without considering the measures and processes to which this production is latter 
submitted. 
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Table 5 

TOTAL PRIMARY PRODUCTION OF COPPER IN CHILE AND PRODUCTION OF SMALL 
AND MEDIUM-SCALE MINING, 1915-1979 

® (In thousands of metric tons of refined copper) 

A B , 
Period^ Total Small and medium- B/A 

Chile scale mining 

1915-1919 413 149 36.1% 
1920-1924 660 119 18.0% 
1925-1929 1 247 123 9.9% 
1930-1934 967 . 81 8.4% 
1935-1939 1 629 133 8.2% 
1940-1944 2 311 122 5.3% 
1945-1949 2 073 79 3.8% 
1950-1954 1 880 153 8.1% 
1955-1959 2 411 226 9.4% 
1960-1964 . 2 889 .. 38.1 13.2% 

Source; CODELCO. 

2. The investment flow 

In order to have a correct view of the activities of foreign corporations in 
the development of the Chilean copper mining industry, we must refer to the evolution 
of the investments made by these conglomerates in this activity. 

In the previous section we made reference to the level reached by the initial 
investments.1/ Now in examining the evolution through time of later investments, 
what draws our attention f i r s t of a l l is the low autonomous activity level of these 
flows. The diversity of the situations faced by the three corporations requires an 
examination, brief though it may be, of their specific position. 

In the case of the corporations belonging to the Anaconda group (Chuquicamata 
and Potrerillos), the truth is that although between 1930 and 1969 we see periods 
with significant investments, in a l l cases these investment processes respond to 
"required" projects related to the technical characteristics of the respective 
deposits and which derive from the need for reinvestment and maintenance rather than 
a dynamic of expansion. 

1/ See table 1. on page 6. 
/In Chuquicamata, 
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In Chuquicamata, the init ia l productive installations would correspond to 
the processing of oxidized copper ores, materials which require a specific process 
of metallurgical recovery. The partial depletion of this type of ores and their 
replacement by sulphurated ores at the end of the 1940s made it necessary for the 
owners to adapt the metallurgical installations, in this specific case adding a 
new smelting and flotation plant to Chuquicamata for the treatment of sulphurated v 
ores. This investment developed between 1948 and 1953 and did not significantly 
alter the total production of refined copper, although i t did change the composition 
of the production between blister copper (99.3% pure) and electrolytic copper 
(99.9% pure). 

The other period in which a significant volume of investments was made in this 
enterprise was during the years 1966-1969, and its development derived from the 
plans for expansion which were negotiated and practically imposed by the government 
of that period.1/ 

The case of Potrerillos is similar to the former case. In fact the only 
period which reflects an active process of investment was during the years 1957-
1959; in these years the necessary investments were made to develop the El Salvador 
ore which replaced the Potrerillos ore, whose gradual depletion culminated in its 
abandonment in 1959. 

The situation of the El Teniente complex owned by Kennecott is different 
from the previous enterprises. From 1930 to 1965 in this deposit there were neither 
metallurgical problems nor depletion of the mine. In the same period the investment 
flow into this deposit was fair ly small (on the average i t reached around 5 million 
dollars, at 1979 prices, per year), and its production capacity practically did 
not change between 1940 and 1965. Only after the purchase by the Chilean Government 
of 51% of the corporation (and its later nationalization) was the expansion 
programme carried out which raised its production of refined copper by 60% in 
1975-1979 compared with the five-year period 1965-1969. • 

Table 6 shows the information corresponding to the investment flow and 
accountable depreciation from 1930 to 1968, including the calculation of the net 
investment (total investment minus depreciation), for each corporation. 

1/ For further discussion of this subject, see chapter 4. 
/Table 8 
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Table 6 

INVESTMENTS AND DEPRECIATION IN LARGE-SCALE COPPER MINING, 1930-1968 

(Millions of 1979 dollars) 

Until 1930 • 1931-1940 1941-1950 .1951-1960 1961-19684/ 1931-1968 

Chuquicamata 
Investment 
Depreciation 
Net investment 

Potrerillos (El Salvador) 
Investment 
Depreciation 
Ret investment 

El Teniente 
Investment 
Depreciation 
Ret investment 

Total large-scale mining 
Investment 
Depreciation 
Ret investment 

564*8 
90.8 

474.0 

258.7 
15-9 

242.8 

492.8 
175.9 
316.9 

1 316.3 
282.6 

1 033.7 

19.3 
130.1 

-110.8 

4.1 

-42.4 

27.3 
93-3 

-66.0 

50.7-
269-9 

-219-2 

197.6 
105-1 
92-5 

3.8 
86.5 

-82.7 

26.9 
34.0 
-7.1 

228.3 
225.6 

2.7 

376.0 
136.3 
239-7 

269-2 
74.0 

195-2 

56.5 
34.7 
21-8 

701.7 
245-0 
456.7 

398.4 
210.6 
187.8 

110-6 

193-9 
-83.3 

80.6 
48.5 
32.1 

509-6 
453-0 
136.6 

991.3 
582.1 
409-2 

387.7 
400.9 
-13.2 

191.3 
210.5 
-19.2 

1 570.3 
1 193.5 

776.8 

Source! Senate, Office of Inforomtion, Economic Information Bulletin MO 157, Antecedentes económicos y 
estadístiooa reíaciónodos con la Gran Minería del Cobre, 

a/ Figures until I966 in the cose of El Teniente. 

v 

/the figures 
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The figures in this table speak for themselves and confirm the above-
mentioned observations on the sluggishness of investments during the period 
1930-1968, that i s , since the setting up of the various operations. 

In the case of El Teniente, the reduced amount of gross investment during 
the entire period resulted in a negative total flow of net investment in comparison 
with the depreciation deducted during the same period 1931-1968. 

For Potrerillos-El Salvador, the situation presents a different panorama. 
Though the gross investment flow shows sizeable totals in the decade 1951-1960,1/ 
the high total of depreciations deducted in 1961-1968 results in a net balance 
for the whole period 1931-1968 of a net disinvestment of 13.2 million dollars. 

In Chuquicamata, the periods in which there was a significant process of 
investment are the decades 1950-1960 and 1961-1968. In these, as was pointed out 
earlier, investments were made in the new sulphide plant (from 1949 to 1950 i t is 
estimated that the total cost was 330 million dollars), and investments were begun 
from 1966 to 1968 in the so-called Chuquicamata expansion plant, in agreement with 
the Chilean Government, which in the three-year period amounted to 268 million 
dollars.2/ The total investment in both reinvestment projects, 598 million dollars, 
thus represents 60% of the total gross investment made in Chuquicamata from 1939 
to 1968. 

In addition, i f the depreciations of the same period are substracted from the 
total gross investments made in this mining complex, i t shows a total net investment 
of 409 million dollars. 

From a more global perspective, and taking the whole group of foreign 
enterprises operating in the large-scale Chilean copper mining industry, i t may 
be seen that the net investment for the whole period since 1930, or since the 
init ia l investments were made, only totals 376.8 million dollars, a figure that 
should be considered fair ly small i f we take into account the volume of the 
corporations considered and their profitability. In this respect it should be 
pointed out that the three "required" investment projects to which we referred 
earlier (sulphide plant in Chuquicamata, El Salvador mine and Chuquicamata expansion 

1/ Note that between 1956 and 1959 the investment was made in setting up 
the new El Salvador mine to replace the Potrerillos mine. The cost of this project 
is estimated at around 220 million dollars* 

2/ This investment programme includes the development of the Exotica ore. 

/plan), 
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plan) , together come to ,a ''required1! investment: total of 818 million dollars, that 
is, the depreciation reserves of .„the enterprises themselves were enough to finance 
over 50% of these expenditures. . . 

From another, angle, the relatively small size, of the net investments of the 
period is also evident,by comparing their total with the flow of net profits of , 
the period. Although i t wi l l be necessary to put forth some figures which wil l be 
discussed and analysed in later sections of this report, it is worth pointing out 
in this respect that the global total of net investment -represents only 6.9% of the 
total flow of liquid profits . received by foreign corporations between 1938 and 1968. 

3. Profitability and economic characteristics of copper mining 

In order to present a more complete view of the character and conditions of 
the insertion of foreign companies into the Chilean copper mining industry, it 
seems appropriate to examine, even i f br ief ly, some of the economic characteristics 
of the activity and its evolution through time. 

We are interested here in providing an economic panorama of the large-scale 
copper mining industry as a whole, leaving aside for the moment the subject of .the 
distribution of profits between the foreign corporations and the State or the 
national economy. 

The foreign copper corporations operated from the beginning in very different 
productive conditions from those of the rest of the Chilean economy. They were 
installed as productive units almost exclusively oriented towards the external 
market, they used, from the beginning, an advanced technology which was fair ly 
intensive in the use of expensive capital equipment and their scales of operation 
and production corresponded to unusually high amounts for the national economy. 
Given the nature of the production techniques used, the employed labour force, 
although sizeable in total volume and regional impact, did not constitute the main 
element in the relationship of the large-scale copper mining industry to the 
national economy. 

From the point of view of the cost structure of these enterprises, the 
available information does not enable us to make a very detailed analysis of these 
costs from a functional point of view. It is possible, however, to see some general 
tendencies which provide interesting batckground. * 

* . . . .. /If we 
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I f we note, for example, thè internal or external origin of direct operating 
expenditures (excluding depreciation and interest) we see that expenditures abroad 
(imports of inputs and payments for external factors of production), constitute a 
high percentage of total costs, although they show a tendency to decline in relative 
terms during the course of the period examined. In a l l of the years from 1930 
until the 1950s, foreign expenditures constitute between 50 and 60% of total costs, 
a proportion which later declines gradually to only around 30% in the 1960s 
(see table 7). It is worth mentioning in passing that in 1978, the last year for 
which information is available, foreign expenditures represent approximately 28% of 
total operating costs. The great importance of this heading even now in total costs 
reflects the type of technology used, which requires a high consumption of imported 
elements, such as fuel , reagents or parts and spare parts of relatively sophisticated 
»¿achinery. 

Naturally the proportion of direct operating expenditures in Chile evolved in 
the opposite direction. Representing only 35% of the total in the five year period 
1935-1939, their relative weight grew continuously through time until i t reached 
practically 67% in the five year period 1965-1969.1/ 

Perhaps from a stri city economic point of view the examination of the trend 
of total costs would be of greater interest. As may be seen by the figures in 
table 7, total operating costs and, more important, costs per unit of production 
(per pound of copper produced) show a constant upward trend from 1950-1954 onwards. 
From a direct unit cost of production of 28.6 cents per pound of. copper produced 
in the period 1950-1954, i t reached a unit cost of 57.3 cents per pound in the 
last period 1965-1969. 

In other words, in the last fifteen years of foreign ownership of large-scale 
mining, the unit .cost of production grew at an annual rate of 5%. 

Clearly the main factor behind the dynamic growth of the costs of production 
is the behaviour of expenditures made in Chile. This national component of 
expenditures grew (in terms of cost per unit produced) at an annual rate of 2.7% 
between 1935-1939 and 1950-1954, and then grew at an annual rate of 7% between 1950-
1954 and 1965-1969. 

1/ In any case, note that not necessarily a l l of the operating expenditures 
made in Chile correspond to national factor payments. In a l l probability, many of 
these expenditures have a sizeable "imported" component as raw material (special 
steel ) , or parts and spare parts. 

/Table 7 
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Table 7 

PRODUCTION COSTS IN LARGE-SCALE COPPER MINING, 1935-197W 

(Millions of 1979 dollars) 

Period 
Foreign cost-s b/ Costs in Chile 

Depreciation of 
interest 

Total 
Period 

Value 
Cents/ 
pound 

Value Cents/ 
pound 

"Valwe 
Cents/ 
pound 

Value 
Cents/ 
pound 

1935-1939 461.6 14.0 330.8 10.0 139-7 4.2 932.1 28-2 

1940-1944 467-9 9-7 535.3 11-0 147.4 5-1 1 150.6 23.8 

1945-1949 471.5 10.7 544.7 12.4 94o8 2.2 1 111.0 25.3 

1950-1954 420.0 11.2 561-6 14.8 99-3 2.6 1 088.9 28.6 

1955-1959 653.4 13-6 941.7 19.5 232.8 4-8 1 827.9 37-9 

Ì96O-I964 700.1 12.7 1 438.3 36o0 320 „9 5.6 2 459-3 44.5 

1966-1969 741-4 12.9 2 200.2 38.5 ' 336.5 5.9 3 286*1 57.3 

1970-1974«/ ... ... ... .—« ... « * « 5 435.0 80.0 

1975-1979 • • • ... ... • • • 5 2G0.4 56«e 

Source: Statistical Annex, t.ahle 2. 

a/ The measurement of the unit cost of production in cents per pound of refined cooper produced'was obtained' 
by dividing total costs incurred in the period by the total tonnage of refined copper produced, in any form. • 
In other words, it represents an average unit cost of production, 

b/ Foreign costs include.imports of inputs and materials- for operation, salaries, fees and commissions paid 
abroad as well as the cost of refining blister copper abroad, 

c/ As may be observed in table 2 of the Statistical Annex, the average unit cost for the period 1970-1974 is 
strongly influenced1by the production cost in 1974, which.was abnormally high and for which we do not have 
explanatory information. .The unit cost for 1970-1973 was slightly less thnn 70 cents/pound. . . 

/ U n f o r t u n a t e l y , the 
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Unfortunately, the quality of available information on the distribution of 
the cost figures among its different components does not allow for a valid economic 
analysis of this phenomenon. 

Without claiming to have had the last word on the subject, and more in the 
desire to add information which might contribute to formulating a logical explanation 
of this important development, we would venture to suggest two elements which we 
believe influenced this development. In the f i r s t place, i t should be taken into 
account that in the years 1952-1953 the new sulphide plant began its operations in 
Chuquicamata for treating sulphurated ore; this metallurgical process has a higher 
cost of operation than the processes of leaching used for oxidized minerals and, 
as a result, the progressive incorporation of this type of ore meant an increase 
in the cost of production per pound of copper in Chuquicamata and hence an increase 
in the average cost of large-scale mining in Chile. 

The other element that should be pointed out is related to the evolution of 
the cost of labour in the period considered. Although we do not have a set of 
reliable data on wages and salaries which would make an overall analysis possible, 
there is some partial information which points to a sizeable increase in the overall 
cost of remunerations in part of this period. In effect, according to information 
cited by Professor Ffrench-Davis, the total cost of labour between the three-year 
period 1955-1957 and the years 1970-1971 had gone from an annual average of 
113 million dollars to 313 million dollars, with an increase of slightly over 50% 
in the number of workers employed by large-scale mining. The cost of labour, which 
represented 12 cents per pound of copper in 1955-1959 (29% of the total cost), had 
risen to 25.5 cents in 1970-1971 (36% of the total cost). l/ In other words, at 
least in these 15 years there was a significant process of real improvement in 
average wages of workers employed in the large-scale copper mining industry. We 
believe that an important part of this phenomenon should be attributed to the 
development and strengthening of the labour union organizations of those labour 
groups which, in turn, were counterbalanced by a relative weakening of the position 
of power and influence of the foreign companies over domestic affairs.2/ 

1/ See "El cobre y e l desarrollo nacional", CEPLAN, 1974. 
2/ On this subject, see the more detailed analysis in the following chapter. 

/Summing up 
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, Summing up this brief examination of the historical trend of the production 
costs of large-scale copper mining iri Chile, we may say that these costs show a 
clarly rising tendency during the period examined, especially beginning in the 
f i r s t half of the 1950s. In absolute terms, the production of one pound of copper 
costs about 25 cents in the 1930s and 1940s, while in the last five year period 
1965-1969.this figure had risen to almost 60 cents per pound. 

Before going into the subject of the profitability of these enterprises in 
the period analysed, we must complete the picture with some background on the behaviour 
of the selling price of copper produced by these conglomerates. The question of the 
international copper market and its evolution in these years wi l l be examined in 
some detail in a later;section of this report, so we wi l l limit ourselves in this 
part to providing only the basic information on the subject. We must keep in mind, 
also that in the following discussibn of copper prices received by copper producers 
in Chile we have calculated the average effective prices charged by these corporations. 
"These amounts, although they follow the trend and are similar to the international 
prices of copper, are not equivalent to them, because of variations in quality and 
methods of marketing'the copper from large-scale mining. 

Although there were sizeable annual fluctuations, the real price1 of copper 
received by foreign corporations operating in Chile between 1927 and 1970 showed a 
definite upward trend, especially between the years of the Second World War and the 
last five-year period-1965-1969. In concrete terms, these corporations received a 
price which fluctuated between 50 and 55 cents per pound of copper sold in the 1930s 
and during the Second World War. ' In the following period this figure rose above 60 
and 70 cents, reaching an average of 116.6 cents per pound in the second half of the 
1960s.1/ To complete the picture, however, i t should be added that in the 1970s we 
have seen a marked deterioration in the international prices of this metal, a 
phenomenon reflected in the average obtained by the Chilean copper companies between 
1975-1979 which only reached 73.2 cents per pound of copper. 

Having provided the principal' information on the amouiit and evolution of costs 
and prices, i t seems appropriate to concentrate now on what is perhaps the most 
outstanding characteristics of large-scale copper mining in Chile: its profitabil ity 
as a business; ' - ' 

1/ For a complete l i s t of the prices of copper, see statistical annex and 
figure 1. . , . „ • • . • • 

• •• ' /In this 
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In this part, and referring to the profitability of the copper business, 
we want.to limit ourselves to the economic concept of surplus or profit of the 
activity, without taking into account taxation or f iscal participation in these 
'armings. We think that the knowledge of the amount and evolution through time of 
tids economic surplus is indispensable for a proper understanding of the development 
of the activities of the foreign corporations in Chilean copper and the dynamic of 
their relations with the State and with the rest of the naitional economy. 

The very arithmetic comparison of the figures we have provided in the previous 
luges as costs and prices points towards the, most relevant element we would like to 
point out, that i s , the very high profitability of this activity. As early as the 
period of the f i rst years of production, it was possible to see a large difference 
between the costs of producing copper for these enterprises and the Volume of the 
earnings they received for the sale of their product. Table 8 presents the most 
important indicators on the economic point of,view, following their development from 
1927 to 1979. 

As can be seen, gross profits from the copper-exploiting activity maintain a 
truly spectacular total as a proportion of the value of production during the entire 
period in question. From this point of view, and mainly as. a result of the initially 
decreasing trend in the unit costs of production, this proportion of the surplus, 
which began at 46.6% in the.late 1920s, reached 61.6% in the five year period 
1950-1954. The strong upward pressure of the costs of production reduced this 
ratio slightly in the following years, but even in the final period of exploitation 
under foreign control gross profits amounted to 52,6% of total sales earnings. 

The combination; of higher costs and lower prices deteriorated this relationship 
in the later years, although the absolute total of the surplus grew as a consequence 
of the increase in copper production. 

In addition to this aspect relating to the specific „profitability of this 
business, we think that i t is also important to consider the quantitative volume of 
these flows. Partly as a result of a greater valuation of copper in the international 
market, and. in some measure as a result of higher production, the fact is that both 
the gross values of production and the flows of surpluses show a sizeable growth in 
their real monetary value. Thus the sales value of the products generated by the 
large-scale copper mining activity, which between 1927-1930 represented an average 
annual value of almost 400 million dollars, had reached an.average annual value in 
the last years, 1975-1979, of over 1 500 million dollars, both amounts in 1979 dollars 

/Table 8 
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Table B 

VALUE OF PRODUCTION, COSTS AND SURPLUSES GENERATED BY 
TIE LARGE-SCALE COPPER MINING INDUSTRY, 1929-1979 

r*. (Millions of 1979 dollars) 

Period 

A 
Copper 

produc ti. on 
(thousands 
of tons) 

B 
Value of 

total 
production */ 

C 

Total 
costs 

D 
Unit 
CO S ts 

(cents/ 

pound) 

E 
Selling 
price b/ 
(cents/ 
pound) 

F 

Surplus 

G 
F/B 

(percenl 
age) 

1927-1930 770 1 563.1 834.3 39.0 69-2 738.8 46.6 

1935-193%/ 1 496 1 870.5 932.1 28.2 55.2 938-4 50.2 

19*0-1944 2 189 2 618.3 1 150.6 23.8 53.5 1 467.7 56.1 

1945-1949 1 995 2 433.8 1 111.0 25.5 56.7 1 322.8 54.4 

1950-1954 1 727 2 036.7 1 088.9 28.6 78.9 1 747.8 61.6 

1955-1959 2 186 3 855.3 1 827-9 37.9 82.4 2 027.4 52.6 

1960-1964 2 505 4 110.0 2 459»^ 44.5 74.3 1 650.7 40.2 

1965-1969 2 599 6 939.4 3 286.0 57-3 116.6 3 653-4 » 52.6 

1970-1974 3 082 8 344.8 5 435.0 80-0 115-9 2 909.8 34.0 

1975-1979 4 215 7 739.9 , 5.3B0.* 56.8 73.2 2 459-5 31.8 

Source* Statistical Annex, table 2-

a/ The total value of production corresponds to the selling price of sub-prodacts such as,silver, gold and 
molybdenum, in addition to copper, which in any case is its determining component*, 

b/ The price for each period corresponds to the arithmetic average of the annual effective prices of the 
period received by the corporations for sales of copper in various forms. . < 

c/ The crisis years of the 1950s (1.931-1933) have been excluded in order to avoid distorting the overall total. 

/Looking at 
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Looking at the same problem but from another angle, we have carried out a small 
exercise to establish the flows of net earnings generated by the large-scale mining 
of those years. As net earnings, we have defined the sum of gross profits plus 
depreciations minus the total investment of the period. The summary of these results 
is shown in table 9. 

Table 9 

NET EARNINGS GENERATED BY THE LARGE-SCALE COPPER MINING 
CORPORATIONS, 1927-1970 

(Millions of 1979 dollars) 

A B C (A+B-C) 
Period Gross 

profits 
Deprecia-

tion Investment Net earnings 

Up to 1930 728.8 282.6 1 316,3 -304.9 
1931-1940 1 286.8 269.9 50.7 1 506.0 
1941-1950 2 823.0 225,6 228.3 2 820.3 
1951-1960 3 815.6 245,0 701,7 3 358.9 
1961-1970 5 739.2 542.3 1 216,4 5 065.1 

Source: Columns A 
Column C: 

and B: Statistical 
Senado, Oficina de 

Annex, table 2 
Informaciones, 

. 
Bulletin No. 157. 

All of the background presented, aside from its possible statistical 
imperfections and the obvious limitations of a simple comparison through time, seem 
to clearly show an important fact. For various reasons mainly having to do with the 
"natural" supply of cupriferous minerals in Chile and with the development of the 
world copper market, the exploitation of large-scale Chilean copper mining between 
1927 and 1970 shows an extraordinary economic profitability, well beyond the normal 
margins for this type of business • The economic conditions of the activity show 
that a "return" is generated which is associated with the scarcity of the basic 
mineral resource, and only in this way is i t possible to explain the persistence 
through time of its abnormal profit rates. 

In a later chapter this subject wi l l be dealt with in greater depth from the 
point of view of the distribution of these earnings between foreign companies and 
the Chilean State and the relationships between them. In this part we are interested 

/in examining 
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in examining the economic operating conditions of the whole system because we think 
i t is very - diff icult to understand and explain the dynamics of distribution of 
these profits without taking into account their special characteristics, 

B. THE IMPORTANCE OF LARGE-SCALE COPPER MINING IN 
THE CHILEAN ECONOMY 

. Any analysis which claims to present an overall or significant view of the 
development of activities-in the large-scale copper mining industry and its inter-
relationships with the rest of the national society cannot f a i l to mention an element 
of great importance: the enormous relative weight of this activity in the national 
economy. It might be said that a large part of the interactions of the foreign 
copper corporations with the rest of Chilean society and, more accurately, most of 
the reactions of the various elements of this national society to the large-scale 
copper mining industry, can only be understood by considering its strong influence 
on some key areas in the Chilean economy. 

We. wil l now examine some of these areas in* the hope of supporting the previous 
statements. Before coming to the matter i tse l f , we wil l make a brief digression 
which wil l serve as a general frame of reference. 

By the nature of its activities, the relationship of the large-scale copper 
mining corporations to the rest of the domestic economy cannot be explained on a 
general level and by a large variety of reciprocal influences. On the contrary, 
these relationships,'^although very important, are limited to only a few areas and, 
in general, these corporations operate somewhat on the margin of the national economy 
as such. There are three mining corporations of relatively large size, two of which 
are located in the northern part of the country, in régions with relatively low 
population, and the. thirdj• although located in the central zone (with a higher 
concentration of population), is in the'foothills of the Cordillera, far from the 
urban centres. From the point of view of ,their economic and commercial situation, 
these corporations carry out almost a l l "of their'sales in international markets and, 
because of the nature of their technology, a large part of their purchases of inputs 
also come from abroad. In brief, the integration of the large mining companies, both 
forwards and backwards, although i t has developed over the years, continues to be 
relatively weak and also contributes to isolating this sector from the rest of the 
national productive activities. 

/Let us 



. Let us now examine the influence of the large-scale copper mining industry (LCM) 
in the national economy in.four main areas of interest: employment, f iscal financing, 
balance of payments, and geographical product. 

1. LCM and employment 

As may be inferred from our previous remarks on the technical and productive 
characteristics of these corporations, the labour force employed by large-scale 
mining, although large in absolute terms, does not'have much relative significance 
in global terms. As can be seen in table 10, the proportion of the labour force 
employed in this industry compared with the total active population of the country 
fluctuates around 1% from 1930 .to 1970, and shows a'tendency to decline. 

Table 10 

EMPLOYMENT IN LCM AND TOTAL. ACTIVE, POPULATION, 1930-1979 

Employment LCM Active population 

1930 .17 164 . 1 304 000 1.3% 
1940 19 789 1 804 000 1.1% 
1950 14 871 2 161 000 0.7% 
1960 17 517 2 427 000 0.7% 
1970 24 156 2 950 000 0.8% 

Source: For A: Corporacion del Cobre. 
For B:. Population Census and National Planning Office (GDEPLAN). 

The impact of the employment generated by the large-scale copper mining 
corporations i s , however, quite a bit higher i f its effect is measured from the 
regional point of view. Although we do not have a complete historical series, we 
have made an estimate of the effect of employment in regional terms based on the 
population census figures of 1952. The results are represented in table 11. 

/Table 11 
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EMPLOYMENT I N LCM AND REGIONAL EMPLOYMENT , 1952 

:,A B 

Employment i n 
c o r p o r a t i o n s 

A c t i v e p o p u l a t i o n 
i n t h e p r o v i n c e 

A/B 

Chuqu i camata 6 084 67 100 ( A n t o f a g a s t a ) 9 . l 'o 

P o t r e r i l l o s 2 861 ; 29 081 ( A t a c a m a ) 9.8% 

E l T e n i e n t e 7 347 81 527 ( 0 ' H i g g i n s ) 9.0% 

Total 16 292 177 708 9.2% 

S o u r c e : F o r A : C o r p o r a c i ó n d e l C o b r e , 
F o r B : P o p u l a t i o n C e n s u s . 

I t i s c l e a r , t h e n , a l t h o u g h n o t f r o m t h e n a t i o n a l p o i n t o f v i e w , t h a t f r o m t h e 

r e g i o n a l e conomic s t a n d p o i n t t h e l a b o u r f o r c e e m p l o y e d i n t h e l a r g e c o p p e r 

c o r p o r a t i o n s has ' b e come an i m p o r t a n t e l e m e n t . I t i s n o n e t h e l e s s c u r i o u s t h a t t h e 

r e l a t i v e w e i g h t o f t h i s a c t i v i t y i s f a i r l y s i m i l a r i n t h e t h r e e c a s e s , a l t h o u g h t h e s e 

a r e v e r y . d i f f e r e n t , r e g i o n s a n d f a r . f r o m one a n o t h e r . 1/ 

B e f o r e f i n i s h i n g t h i s p o i n t , i t i s w o r t h m e n t i o n i n g t h a t t h e r e l a t i v e l y l o w 

s i g n i f i c a n c e o f t h e employment, v a r i a b l e i n ..LCM c l e a r l y r e f l j e c t s t h e h i g h l e v e l o f 

p r o d u c t i v i t y o f t h e l a b o u r f o r c e i n t h i s a c t i v i t y , a l e v e l w h i c h c l e a r l y s e p a r a t e s 

t h i s s e c t o r f r o m t h e r e s t o f t h e n a t i o n a l economy. A c c o r d i n g t o a s t u d y b y t h e 

Economic I n s t i t u t e o f t h e U n i v e r s i t y o f C h i l e , i n 1950 t h e r a t i o o f a v e r a g e n a t i o n a l 

p r o d u c t i v i t y t o t h e same i n d i c a t o r f o r LCM w a s 1 t o 1 1 . 2 . 

LCM a n d f i s c a l f i n a n c i n g 

The f i n a n c i a l e a r n i n g s d e r i v e d b y t h e S t a t e f r o m c o p p e r h a v e l o n g b e e n a v e r y 

i m p o r t a n t p a r t o f t o t a l f i s c a l f i n a n c i n g . The w a y s and c o n d i t i o n s i n w h i c h t h e s e 

r e s o u r c e s h a v e b e e n o b t a i n e d h a v e v a r i e d c o n s i d e r a b l y f r o m t h e 1930s t o t h e p r e s e n t . 

1/ I n any c a s e , i t i s w o r t h m e n t i o n i n g t h a t we a r e r e f e r r i n g h e r b o n l y t o t h e 
d i r e c t employment, g e n e r a t e d ; b y LCM. U n d o u b t e d l y , ' t h e e f f e c t o f i n d i r e c t employment 
i n commerce , s e r v i c e s , a n d s u p p l y o f i n p u t s i s a l s o i m p o r t a n t , a l t h o u g h ' d i f f i c u l t 
t o q u a n t i f y . 

/In a 
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I n a l a t e r c h a p t e r , we w i l l e x a m i n e t h i s p r o c e s s a n d i t s v a r i o u s s t a g e s ; f o r t h e 

moment, o u r o n l y i n t e r e s t i s t o s e e wha t h a s b e e n t h e r e l a t i v e i m p o r t a n c e o f t h e 

c o n t r i b u t i o n o f l a r g e - s c a l e c o p p e r m i n i n g t o f i s c a l e a r n i n g s . I n t h i s s e c t i o n , when 

we r e f e r t o f i s c a l f i n a n c i n g d e r i v e d f r o m LCM, we mean a l l t h e r e s o u r c e s w h i c h t h e 

S t a t e h a s o b t a i n e d f r o m t h i s a c t i v i t y , w h e t h e r open o r h i d d e n t a x e s , ! / p a r t i c i p a t i o n 

b y t h e S t a t e i n p r i c e i n c r e a s e s o r p a r t i c i p a t i o n . . b y S t a t e e n t e r p r i s e s i n p r o f i t s . 

From t h e f i g u r e s we a r e a b o u t t o s e e , i t i s c l e a r t h a t t h e c o p p e r m i n i n g 

e x p l o i t e d b y f o r e i g n e n t e r p r i s e s h a s p l a y e d a c r u c i a l r o l e i n t h e f i n a n c i n g o f S t a t e 

a c t i v i t i e s . O v e r t h e 40 y e a r s i n w h i c h t h e s e m i n i n g e x p l o i t a t i o n s h a v e b e e n d e v e l o p e d 

u n d e r f o r e i g n c o n t r o l , t h e y h a v e c o n s i s t e n t l y b r o u g h t i n f r o m o n e - f i f t h t o o n e - f o u r t h 

o f a l l t a x r e v e n u e s . H i e r e a d e r may e a s i l y i m a g i n e t h e t y p e o f c o n f l i c t and t e n s i o n s 

w h i c h a f i n a n c i a l d e p e n d e n c y o f t h i s n a t u r e may c a u s e , e s p e c i a l l y i f we r e c a l l t h a t 

i n t h i s p e r i o d t h e C h i l e a n S t a t e w a s i m p l e m e n t i n g an e c o n o m i c a n d s o c i a l d e v e l o p m e n t 

s t r a t e g y w h i c h r e q u i r e d t h e S t a t e i t s e l f t o d e v o t e a g r o w i n g p o r t i o n o f i t s . e c o n o m i c 

r e s o u r c e s t o t h e c a r r y i n g o u t o f i t s o b j e c t i v e s , 

A summary b y f i v e - y e a r p e r i o d o f t h e r e l e v a n t f i g u r e s i s p r e s e n t e d i n t a b l e 12 , 

We a r e n o t t r y i n g t o p r e s e n t a c o h e r e n t e x p l a n a t i o n h e r e o f t h e e v o l u t i o n o f 

f i s c a l f i n a n c i n g f r o m l a r g e - s c a l e m i n i n g a n d i t s r e l a t i o n s h i p w i t h t o t a l t a x r e v e n u e . 

The v a r i a b l e s d e t e r m i n i n g t h e f i n a l v a l u e o f t h i s r e l a t i o n s h i p a r e n u m e r o u s , a n d 

e a c h one h a s i t s own b e h a v i o u r a l l o g i c . V a r i a b l e s i n t e r v e n e h e r e i n a comb ined w a y , 

s u c h a s t h e p r i c e o f c o p p e r , d o m e s t i c t a x p o l i c y , t o w a r d s LCM, LCM o p e r a t i n g c o s t s , 

~nd t r e n d s i n t h e p h y s i c a l p r o d u c t i o n o f c o p p e r , t o m e n t i o n o n l y t h e mos t i m p o r t a n t . 

I n t h e r e l e v a n t c h a p t e r some o f t h e s e e l e m e n t s a n d t h e i r main r e s u l t s w i l l b e 

a n a l y s e d , • ' - , 

As a g e n e r a l comment, a n d a p a r t f r o m p o i n t i n g o u t t h e i m p o r t a n t r o l e t h i s 

a c t i v i t y h a s p l a y e d a s a s o u r c e o f income f o r t h e S t a t e , we w o u l d l i k e t o c a l l 

a t t e n t i o n t o t h e g r o w i n g sum, i n a b s o l u t e t e r m s , w h i c h LCM h a s c o n t r i b u t e d t o f i s c a l 

f i n a n c i n g . T h i s s e r i e s o f f i s c a l i ncomes b y f i v e - y e a r p e r i o d s shows i t s e x t r a o r d i n a r y 

g r o w t h t h r o u g h t h e p e r i o d ( f r o m 1 9 4 0 - 1 9 4 4 t o 1975 -1979 t a x r e v e n u e s g r e w a t a r e a l 

1/ From 1940 t o 1955 e s p e c i a l l y , LCM h a d t o l i q u i d a t e i t s f o r e i g n c u r r e n c y a t 
a s u b s t a n t i a l l y l o w e r e x c h a n g e r a t e t h a n t h a t i n f o r c e f o r t h e r e s t o f t h e economy. 
T h i s w a s , i n f a c t , a f i s c a l t a x w h i c h we h a v e computed a s s u c h . F o r a d e t a i l e d 
d e s c r i p t i o n o f t h i s , s u b j e c t , s e e R . F r e n c h D a v i s , E i c o b r e en e l d e s a r r o l l o n a c i o n a l , 
CEPLAN, 1974 , • v ~ ; ' " 
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T a b l e 12 

TAX REVENUE FROM COPPER AND TOTAL .F ISCAL F INANCING , 1929 -1979 

( M i l l i o n s o f 1979 d o l l a r s ) 

Period 
A ' 

T a x r e v e n u e f r o m 
l a r g e - s c a l e 

c o p p e r m i n i n g 

B 
T o t a l t a x 

r e v e n u e 

A/B 

( P e r c e n t a g e ) 

1929 , 1 9 3 2 , 1935 a / 6 9 . 2 ' 1 1 9 4 . 6 5 . 8 

1940 -1944 7 5 3 . 5 3 1 7 0 . 7 2 3 . 8 

1945-1949 8 2 2 . 5 4 0 9 8 . 7 2 0 . 1 

1950 -1954 1 3 8 2 . 2 4 8 0 3 . 5 2 8 . 8 

1955 -1959 1 3 8 5 . 3 5 254 .6 " 2 6 . 4 

1960 -1964 1 1 2 7 . 4 7 2 4 4 . 2 1 5 . 6 

1965 -1969 2 5 5 7 . 2 12 1 5 5 . 9 2 1 . 0 

1970 -1974 2 7 6 5 . 7 14 5 9 7 . 3 1 8 . 9 

1975 -1979 2 4 5 9 . 5 16 1 2 8 . 4 1 5 . 2 

S o u r c e : See S t a t i s t i c a l A n n e x , t a b l e 1 . 

a / A l t h o u g h we do n o t h a v e c o m p l e t e d a t a f o r t h e 1 9 3 0 s , we h a v e d e c i d e d t o i n c l u d e 
t h e i n f o r m a t i o n a v a i l a b l e on t h e s e t h r e e y e a r s a s a p o i n t o f r e f e r e n c e f o r t h e 
f o l l o w i n g y e a r s . 

annual r a t e o f 6 % ) , u n d o u b t e d l y a r e f l e c t i o n o f t h e e x p a n s i o n i n e j q > e n d i t u r e s b y a 

S t a t e w h i c h a s s i g n e d i t s e l f a c e n t r a l r o l e i n t h e p r o m o t i o n o f n a t i o n a l d e v e l o p m e n t » 

The g r o w i n g a n d p e r m a n e n t n e e d f o r f i s c a l f i n a n c i n g d u r i n g t h e y e a r s e x a m i n e d 

r e s u l t e d f r o m a p r e s s u r e , w h i c h w a s a l s o p e rmanen t t o o b t a i n i n c r e a s i n g l y l a r g e t 

amounts o f t h e r e s o u r c e s g e n e r a t e d b y t h e f o r e i g n c o p p e r c o r p o r a t i o n s . T h i s t e n s i o n 

l a r g e l y e x p l a i n s t h e n a t u r e o f t h e e c o n o m i c r e l a t i o n s h i p , a l w a y s c h a n g i n g a n d i n 

c o n s t a n t r e v i e w , b e t w e e n t h e f o r e i g n f i r m s a n d t h e C h i l e a n . S t a t e . We. w i l l r e t u r n 

t o t h i s s u b j e c t l a t e r ; f o r t h e moment, a n d i n o r d e r t q . s u p p o r t o u r s t a t e m e n t s , we 

p r e s e n t i n t a b l e 13 t h e e v o l u t i o n o f t a x r e v e n u e s f r o m c o p p e r a n d t h e i r r e l a t i o n s h i p , 

w i t h t h e t o t a l s u r p l u s g e n e r a t e d i n t h i s s e c t o r . S e t t i n g a s i d e t h e s e r i e s o f t h e 

f i v e - y e a r p e r i o d 1 9 5 0 - 1 9 5 4 , w h i c h h a d v e r y s p e c i a l c h a r a c t e r i s t i c s , t h e e v o l u t i o n . o f 

t h e e f f e c t i v e r a t e o f o b t a i n i n g r e s o u r c e s on t h e p a r t o f t h e S t a t e showed a c l e a r ¡ and 

c o n s t a n t u p w a r d t r e n d , a p r o c e s s w h i c h f i n a l l y r e s u l t e d , i n 1 9 7 1 , i n t h e n a t i o n a l i z a -

t i o n o f t h e f o r e i g n c o p p e r c o r p o r a t i o n s 
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T a b l e 13 

TÀX REVENUE FROM COPPER AND GROSS PROFITS OF THE INDUSTRY, 1935 -1979 

( M i l l i o n s o f 1979 d o l l a r s ) 

A B C C/B 

P e r i o d 

P r i c e o f 
c o p p e r 

( c e n t s / 
p o u n d ) " 

G r o s s p r o f i t s 
o f l a r g e - s c a l e 

. . c o p p e r m i n i n g 

T a x 
r e v e n u e 

f r o m 
c o p p e r 

( P e r c e n t a g e ) 

1 9 3 5 - 1 9 3 9 5 5 . 2 9 3 8 . 4 2 6 5 . 5 2 8 . 3 

1 9 4 0 - 1 9 4 4 5 3 . 5 1 4 7 2 . 7 753 .5 5 1 . 2 

1 9 4 5 - 1 9 4 9 5 6 . 7 1 3 1 0 . 8 822 .5 6 2 . 7 

1 9 5 0 - 1 9 5 4 7 8 . 9 1 7 4 7 . 8 1 382 .2 7 9 . 1 

1 9 5 5 - 1 9 5 9 8 2 . 4 2 ¿ 2 7 . 4 1 3 8 5 . 3 , 68 .3 

1 9 6 0 - 1 9 6 4 7 4 . 3 1 6 5 0 . 7 1 1 2 7 . 4 6 8 . 3 

1965 -1969 1 1 6 . 6 3 6 5 3 . 3 2 5 5 7 . 2 7 0 . 0 

1 9 7 0 - 1 S 7 4 1 1 5 . 8 2 9 0 9 . 8 2 7 6 5 . 7 9 5 . 0 

1 9 7 5 - 1 9 7 9 7 3 . 2 2 4 5 9 . 5 * . . . . 2 4 5 9 . 5 • 1 0 0 . 0 

S o u r c e : S t a t i s t i c a l A n n e x , t a b l e s 1 a n d 2 . 

3 , LCM a n d t h e d o m e s t i c p r o d u c t 

The e x p l o i t a t i o n o f t h e l a r g e - s c a l e c o p p e r m i n e s h a s meant an i m p o r t a n t 

c o n t r i b u t i o n t o t h e d o m e s t i c p r o d u c t ( G D P ) o f C h i l e , s u b s t a n t i a l l y h i g h e r t h a n i t s 

r e l a t i v e s i z e w o u l d i n d i c a t e . 

A g a i n , u n f o r t u n a t e l y , we a r e f a c e d w i t h a l a c k o f r e l i a b l e s t a t i s t i c a l 

i n f o r m a t i o n w h i c h l i m i t s t h e p o s s i b i l i t i e s o f p r e s e n t i n g a more c o m p l e t e a n a l y s i s o f 

t h i s s u b j e c t . The a v a i l a b l e i n f o r m a t i o n on w a g e s a n d s a l a r i e s ( a n o u t s t a n d i n g 

component o f t h e t o t a l v a l u e a d d e d g e n e r a t e d b y t h i s a c t i v i t y ) , s t a r t s i n t h e m i d -

1950s a n d ends o n l y a f e w y e a r s l a t e r . 

I n a n y c a s e i t i s p o s s i b l e t o p o i n t o u t some i n t e r e s t i n g e l e m e n t s on t h e b a s i s 

o f t h e p a r t i a l d a t a a v a i l a b l e . F i r s t l y , t h e c o n t r i b u t i o n o f LCM t o C h i l e ' s GDP h a s 

b e e n b e t w e e n 4% and 7% s i n c e t h e m i d - 1 9 5 0 s . The h i g h r a n g e o f v a r i a t i o n i n t h i s l e v e l 

o r i g i n a t e s i n t h e f l u c t u a t i o n s o f t h e l e v e l o f t h e p r i c e o f c o p p e r , a v a r i a b l e w h i c h 

d e t e r m i n e s t h e vo lume o f g r o s s p r o f i t s g e n e r a t e d . l / 

1 / T h i s i s o n l y o n e way o f p o i n t i n g o u t t h e way i r v w h i c h t h e t e rms o f t r a d e 
i n f l u e n c e t h e GDP l e v e l i n C h i l e . 

\ / G i v e n t h e 
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G i v e n t h e f a c t t h a t t h e c o m p a n i e s w h i c h e x p l o i t e d C h i l e a n c o p p e r w e r e f o r e i g n 

p r o p e r t y , t h e d i s t i n c t i o n b e t w e e n t h e c o n t r i b u t i o n t o t h e d o m e s t i c p r o d u c t a n d t o 

t h e n a t i o n a l p r o d u c t a c q u i r e s s p e c i a l i m p o r t a n c e i n t h i s c a s e . O b v i o u s l y , t h e 

* c o n t r i b u t i o n t o t h e l a t t e r w i l l b e r e l a t i v e l y s m a l l e r , r e f l e c t i n g t h e s i z e a b l e t o t a l 

o f payments t o f o r e i g n c a p i t a l w h i c h f o r m s a p a r t o f t h e t o t a l v a l u e a d d e d o f t h e 

s e c t o r . I n v e r y a p p r o x i m a t e t e r m s , we c o u l d s a y t h a t t h e s h a r e o f LCM i n t h e n a t i o n a l 

p r o d u c t i s f r o m 1% t o 2% l o w e r t h a n i t s c o n t r i b u t i o n t o GDP, a d i f f e r e n c e w h i c h 

r e p r e s e n t s , a l s o i n a p p r o x i m a t e t e r m s , t h a t p a r t o f t h e n a t i o n a l p r o d u c t w h i c h i s 

t r a n s f e r r e d a b r o a d . 

I n t a b l e 14 we p r e s e n t t h e a v a i l a b l e i n f o r m a t i o n f o r some r e p r e s e n t a t i v e y e a r s 

o f t h e p e r i o d 1 9 5 6 - 1 9 7 9 . 

A l t h o u g h t h e v a r i a t i o n i n t h e s e f i g u r e s a n d t h e f a c t t h a t t h e i n f o r m a t i o n i s 

i n c o m p l e t e make t h e t a s k o f i n d i c a t i n g a p r e c i s e t r e n d d i f f i c u l t , we w o u l d v e n t u r e 

t o p r o p o s e t h a t s i n c e t h e 1960s i t i s p o s s i b l e t o s e e a g r o w i n g e v o l u t i o n o f t h e 

s h a r e o f LCM i n t h e GDP, a n d e s p e c i a l l y i n t h e GNP. T h i s i s t h e r e s u l t o f t h e h i g h e r 

p r i c e s p r e v a i l i n g i n r e c e n t d e c a d e s a n d t h e r e l a t i v e l y b e t t e r o b t e n t i o n o f s u r p l u s e s 

on t h e p a r t o f t h e S t a t e . 

LCM a n d t h e b a l a n c e o f p ayment s 

We h a v e l e f t u n t i l t h e e n d t h e e x a m i n a t i o n o f t h e more d i r e c t l y i m p o r t a n t 

r e l a t i o n s h i p b e t w e e n t h e c o p p e r m i n i n g i n d u s t r y a n d t h e C h i l e a n economy. T h i s i s 

none o t h e r t h a n t h e c o n t r i b u t i o n t h a t t h i s a c t i v i t y makes t o t h e f o r e i g n c u r r e n c y 

income o f t h e n a t i o n a l economy. 

The g e n e r a l s c e n a r i o i s r a t h e r s i m p l e : a p r o d u c t i v e a c t i v i t y g e n e r a t i n g a 

p r o d u c t w i t h a r e l a t i v e l y h i g h v a l u e , w i t h a p r o d u c t i v i t y s e v e r a l t i m e s g r e a t e r t h a n 

t h e n a t i o n a l a v e r a g e a n d w h o s e a l m o s t e x c l u s i v e o r i e n t a t i o n i s t h e e x p o r t m a r k e t s . 

• The c o n c r e t e t r a n s l a t i o n o f t h i s s c e n a r i o i s v e r y d i r e c t , a n d i t d e t e r m i n e s an 

i n o r d i n a t e p r o p o r t i o n o f t h e t o t a l i n come f r o m e x p o r t s o r i g i n a t i n g i n t h e a c t i v i t y 

o f t h e l a r g e s c a l e m i n i n g o f c o p p e r . 

The r e l e v a n t f i g u r e s s p e a k f o r t h e m s e l v e s . From 1940 ( t h e f i r s t y e a r f o r w h i c h 

c o m p a r a b l e d a t a a r e a v a i l a b l e ) u n t i l 1 9 7 9 , t h e n e t income o f f o r e i g n c u r r e n c y 

g e n e r a t e d b y t h e l a r g e s c a l e c o p p e r m i n i n g i n d u s t r y r e p r e s e n t e d 56% o f t h e t o t a l 

income o f f o r e i g n c u r r e n c y d e r i v e d f r o m t h e e x p o r t o f g o o d s . I n o t h e r w o r d s , more 

t h a n h a l f o f t h e a c t u a l c a p a c i t y t o i m p o r t i n t h e C h i l e a n economy d e p e n d e d , t h r o u g h o u t 

t h i s e n t i r e p e r i o d , on t h e a c t i v i t i e s a n d d e c i s i o n s o f t w o l a r g e f o r e i g n c o n g l o m e r a t e s , 

t h e Anaconda Company a n d K e n n e c o t t C o p p e r C o r p o r a t i o n . 
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Table 1* 

CONTRIBUTION OF LARGE SCALE COPPER MINING TO THE DOMESTIC 
PRODUCT AND NATIONAL PRODUCT 

(Millions of 1979 dollars) ' ' : 

' Foreign factor payments " National factor payments 

iear Liquid, 
profits 

Depre 
ciation 

Total 
Wages 

nnd 
salaries 

Fiscal 
parti-

cipation 
Total 

Value 
added 
(C+F) 

Gross 
national 
product 

Gross 
domes 
tic 

product a/ 

G/H F/I 

Percentages 
(H-C) 

A ' B Ç D ' ' E ' I" G H I J_ 

1956 196« 3 34.5 232.0 113.9 363.7 *77-6 710.* ' 9 063 8 830 7.8 5.* 
1962 105*2 157.6 176.7 205.9 382.6 5*0.2 12 180 12 022 h A 3.2 
1965 102.3 77.* 179.7 202.1 317 « 7 5Í9-8 699-5 1* 02* 13 8** 5.0 3.7 
1966 285.6 *8.0 333.6 253.* *57.0 ; 710.* Ï 0**¿0 15 833 15 *99 6.6 *.6 
1970 1*4.1 H.0 168.1 5LQ.1 626.9 9*5.0 1 133-0 16 972 : 16 78* 6.7 5.6 
1979 ... 120.0 ... 331. i 1 033.*: 1 *8*„5b/ ... 20 0*2 20 0*2 7.* 7.* 

Sourcer A, B and El Statistical Annex, tables 1 and . 
D, R* Ffrench Davis, Integraci ón de la Grtfn Minería"en "la economía"nacional, p. 221. in CEPLAN, op.cit. 
Hi CEPAL, Series de crecigiieriLo de.América Lptina, 1976 and ODEPLAN, 1979- . . 

a/ Strictly speaking, this column is only an approximation of the gross domestic product, since it results from 
deducting from the gross notional product the foreign factor payments of the Large-Scale Copper Mining Industry, 
without taking.intó account othpr'foreipjn factor payments. 

b/ Include US$120.0 million in depreciations. 

/From a 
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From a h i s t o r i c a l p o i n t o f v i e w , i t i s w o r t h p o i n t i n g o u t t h e " g o o d f o r t u n e " 

o f t h e e x t e r n a l s e c t o r o f t h e C h i l e a n economy . From 1880 o n w a r d s , eaqsor ts o f 

s a l t p e t r e w e r e t h e main a n d v e r y i m p o r t a n t s u p p o r t o f t h e b a l a n c e o f payments ( a n d 

i n d i r e c t l y t h e n a t i o n a l b u d g e t ) . From 1 9 0 0 - 1 9 1 4 , s a l p e t r e was r e s p o n s i b l e f o r 75% 

o f C h i l e ' s t o t a l e x p o r t s . 1 / T h a t i s , i n t h e s e y e a r s t h e C h i l e a n economy " l i v e d " on 

s a l t p e t r e . I n t h e 1930s t h e n a t u r a l s a l t p e t r e i n d u s t r y b e g a n t o d e c l i n e , a s a r e s u l t 

o f c o m p e t i t i o n f r o m s y n t h e t i c s a l t p e t r e a n d i t s l o w e r p r i c e s , a n d t h i s h a d a s e r i o u s 

i m p a c t on C h i l e ' s b a l a n c e o f p a y m e n t s , C h i l e a n e x p o r t s f e l l b y 50% a n d t h e c r i s i s 

o f 1932 h i t t h e c o u n t r y ' s economy w i t h a s p e c i a l v i o l e n c e . O n l y t h e d e v e l o p m e n t o f 

t h e l a r g e s c a l e c o p p e r m i n i n g i n d u s t r y i n t h e s e same y e a r s was t o a l t e r t h i s p i c t u r e , 

and b y t h e e n d o f t h e 1930s t h e 1929 l e v e l o f e x p o r t s w a s r e e s t a b l i s h e d . I n t h e new 

p r o f i l e o f C h i l e a n f o r e i g n t r a d e , h o w e v e r , s a l t p e t r e now o c c u p i e d s e c o n d p l a c e and 

c o p p e r w a s t h e new e x p o r t p r o d u c t w h i c h c o n t r i b u t e s t h e p r e p o n d e r a n t amount o f 

f o r e i g n c u r r e n c y . 

To p r o v i d e a b e t t e r v i e w o f t h e e v o l u t i o n o f t h e d e p e n d e n c y o f t h e C h i l e a n 

b a l a n c e o f p ayment s on t h e l a r g e s c a l e c o p p e r m i n i n g i n d u s t r y , we h a v e p r e p a r e d a 

s e r i e s w h i c h shows t h e r e t u r n e d v a l u e s f r o m t h e e x p o r t s g e n e r a t e d b y LCM a n d t h e i r 

r e l a t i o n s h i p t o t o t a l e x p o r t s ( s u b t r a c t i n g f r o m t h i s l a t t e r v a l u e t h e amounts n o t 

r e t u r n e d b y LCM) b e t w e e n 1940 a n d 1979 , I n o t h e r w o r d s , we a r e t r y i n g t o show t h e 

n e t c o n t r i b u t i o n o f LCM t o t h e a c t u a l i m p o r t c a p a c i t y o f t h e C h i l e a n economy. The 

i n f o r m a t i o n i s p r e s e n t e d i n t a b l e 1 5 , 

I t i s n o t e a s y t o d raw c o n c l u s i o n s o r s e e s i g n i f i c a n t t r e n d s i n t h e e v o l u t i o n 

shown by b o t h i n d i c a t o r s . B o t h t h e v a l u e r e t u r n e d f r o m c o p p e r e x p o r t s and t h e t o t a l 

amount o f e x p o r t s a r e t h e r e s u l t o f d i f f e r e n t v a r i a b l e s a c t i n g i n v a r i o u s d i r e c t i o n s 

and w i t h c h a n g i n g i n t e n s i t y t h r o u g h t i m e . 

I n a n y c a s e , a n d r e c o g n i z i n g b e f o r e h a n d i t s p o s s i b l e l i m i t a t i o n s , we w o u l d 

l i k e t o make a comment w h i c h m i g h t b e o f i n t e r e s t . I f we t a k e t h e f i g u r e s o f t h e 

p r e v i o u s t a b l e a n d , b a s e d on t h e s e , we a n a l y s e t h e g r o w t h r a t e b y p e r i o d o f b o t h 

t h e amounts r e t u r n e d f r o m c o p p e r a n d f r o m t h e r e s t o f e x p o r t s , i t i s p o s s i b l e t o s e e 

t h a t t h e r e a r e t w o d i f f e r e n t s u b p e r i o d s i n r e s p e c t o f t h e r a t e o f e x p a n s i o n , A 

f i r s t p e r i o d , b e t w e e n 1 9 4 0 - 1 9 4 4 a n d 1 9 6 0 - 1 9 6 4 , w i t h s l o w e r g r o w t h i n b o t h e x p o r t 

c o m p o n e n t s , and a s e c o n d s u b p e r i o d f r o m 1 9 6 0 - 1 9 6 4 t o 1 9 7 5 - 1 9 7 9 , w h i c h shows a h i g h 

g r o w t h r a t e f o r b o t h e l e m e n t s , 

1/ S e e I g n a c i o A l i a g a s La e c o n o m i a de C h i l e y l a i n d u s t r i a d e l c o b r e ( S a n t i a g o , 
1 9 4 6 ) , " p p . 9 9 - 1 0 4 . 

/Table 15 
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Table 15 

"NET" EXPORTS OF COPPER AND TOTAL EXPORTS, .1940-1979 

(Millions of dollars) 

: - • ff 

Period 
Price 

of 
copper 

Values returned by. the 
Large Scale Copper 
Mining Industry af ' 

Total exports 
of 

gfcods b/ 

A/B 
Percentage 

19^1944 53.5 1 288.0 2 892.2 44.5 

1945-1949 56.7 1 367.3 3 549.1 38.5 

1950-1954 ., 78.9 1 943.0 4 164.8 46.7 

1955-1959 82.4 2 362.2 4 014.9 57.9 

I96O-I964 74.3 2 566.1 4 590.6 55.9 

1965-1969 116.6 4 764.1 8 021.3 59.4 

1970-1974 . 115.8 7.292.7 10 655.9 68.6 

1ÇTP5-1979 73.2 6 965.9 13 140.9 53.0 

Source« Column A» See Statistical Anne«,; table . 
Column Bi 1940-1952, Eoonomics Institute, University of Chile, El desarrollo económico de 
Chile, 1940-1956, table A-13. 1952-19?Ó, R. FfrenchDgvig, Pol í t ica» eepsásic** fa Chile, 
1952-1970; p. .289. 1970-1979, Central Bank of-Chile,, Honthly Bulletins. 

/In the 



I n t h e f i r s t 20 y e a r s , LCM ' s c o n t r i b u t i o n t o i m p o r t c a p a c i t y r o s e a t an a n n u a l 

r a t e o f 3 . 5 % , w h i l e t h e r e s t o f e x p o r t s r o s e b y o n l y 1 .1% a n n u a l l y . I n t h e 15 y e a r s 

f r o m 1 9 6 0 - 1 9 6 4 t o 1 9 7 5 - 1 9 7 9 , t h e e x p a n s i o n o f income f r o m LCM f o r e i g n c u r r e n c y 

d e v e l o p e d a t a r a t e o f 7% a n n u a l l y , w h i l e income f r o m f o r e i g n c u r r e n c y g e n e r a t e d b y 

o t h e r i m p o r t s g r e w a t a r a t e e q u i v a l e n t t o 8 .5% p e r y e a r . 

R e t u r n i n g t o t h e ma in t h e m e , a n d t o c o m p l e t e t h e s e o b s e r v a t i o n s , i t i s w o r t h 

e m p h a s i z i n g t h e c e n t r a l c o n c l u s i o n . From a l m o s t t h e v e r y b e g i n n i n g o f l a r g e s c a l e 

c o p p e r e x p l o i t a t i o n b y f o r e i g n c a p i t a l , t h e income f r o m f o r e i g n c u r r e n c y g e n e r a t e d 

b y t h i s a c t i v i t y became t h e d e t e r m i n i n g f a c t o r i n C h i l e ' s b a l a n c e o f p a y m e n t s . I n 

most r e c e n t y e a r s , a n d i n s p i t e o f t h e g r o w i n g dynamic o f t h e o t h e r e x p o r t s e c t o r s , 

t h i s d e p e n d e n c y a p p e a r s t o b e a c c e n t u a t i n g , due t o t h e r e l a t i v e r i s e i n t h e p r i c e s 

o f c o p p e r i n i n t e r n a t i o n a l m a r k e t s a n d t o t h e s i z e a b l e i n c r e a s e s i n p r o d u c t i o n 

r e g i s t e r e d i n t h e 1 9 7 0 s . 

T a k i n g i n t o a c c o u n t t h e p r o b a b l e p r i c e s w h i c h t h i s m e t a l m i g h t r e a c h i n t h e 

coming y e a r s a n d t h e c o u n t r y ' s w e a l t h i n c o p p e r o r e , i t may b e a s sumed t h a t , f o r g o o d 

o r b a d , c o p p e r w i l l c o n t i n u e p l a y i n g a p r e p o n d e r a n t r o l e i n t h e C h i l e a n economy , 

e s p e c i a l l y i n i t s b a l a n c e o f p a y m e n t s . 

/ C h a p t e r 2 
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C h a p t e r 2 

THE INTERNATIONAL COPPER MARKET AND THE CHILEAN EXPERIENCE 

A . CHARACTERISTICS OF THE INTERNATIONAL COPPER MARKET 

O f a l l t h e i n d u s t r i a l m i n e r a l r a w m a t e r i a l s , c o p p e r ha s a p r o m i n a n t p l a c e , 

s e c o n d o n l y t o i r o n i n t h e v a l u e o f i t s p r o d u c t i o n and i n t h e v a l u e o f i t s i n t e r -

n a t i o n a l t r a d e . I n 1979 p r i c e s , t h e v a l u e o f p r o d u c t i o n o f p r i m a r y c o p p e r a n n u a l l y 1/ 

i s a r o u n d 16 000 m i l l i o n d o l l a r s , a n d i t i s e s t i m a t e d t h a t t h e i n t e r n a t i o n a l t r a d e 

i n c o p p e r a s a r a w m a t e r i a l amounts t o a p p r o x i m a t e l y 6 400 m i l l i o n d o l l a r s a n n u a l l y . 

I n p r e v i o u s s e c t i o n s , we r e f e r r e d t o t h e r e l a t i v e i m p o r t a n c e o f C h i l e a n c o p p e r 

p r o d u c t i o n i n t h e w o r l d t o t a l . A t t h e p r e s e n t t i m e , and i n c l u d i n g t h e p r o d u c t i o n o f 

s m a l l - a n d m e d i u m - s c a l e m i n i n g , C h i l e a n p r o d u c t i o n r e p r e s e n t s , a r o u n d 13% o f t h e 

w o r l d s u p p l y o f p r i m a r y c o p p e r . H o w e v e r , g i v e n t h e s t r u c t u r a l c h a r a c t e r i s t i c s o f 

t h e c o p p e r i n d u s t r y a n d t h e e s s e n t i a l l y e x p o r t a t i v e n a t u r e o f t h i s a c t i v i t y i n C h i l e , 

t h e i m p o r t a n c e o f C h i l e a n e x p o r t s o f p r i m a r y c o p p e r i s e v e n g r e a t e r , , a n d i t i s 

e s t i m a t e d t h a t i t amounts t o a b o u t 30% o f t h e a n n u a l t o t a l e x p o r t s o f t h e m e t a l . 

By p r i m a r y c o p p e r i n d u s t r y we mean t h o s e m i n i n g a n d m e t a l l u r g i c a l a c t i v i t i e s 

w h o s e p r o d u c t i s v a r i o u s m a t e r i a l s c o n t a i n i n g c o p p e r i n d i f f e r e n t p r o p o r t i o n 

a c c o r d i n g t o i t s d e g r e e o f p r o c e s s i n g . The mos t u s u a l p r o d u c t s i n i n t e r n a t i o n a l 

t r a d e a r e c o p p e r c o n c e n t r a t e s ( w h i c h c o n t a i n 20-30% m e t a l ) b l i s t e r c o p p e r ( w i t h 99% 

m e t a l ) a n d b a r s o r c a t h o d e s o f e l e c t r o l y t i c c o p p e r , w h i c h a r e 99 ,95% p u r e . T h e s e 

l a t t e r p r o d u c t s a r e t h e o n e s w h i c h make up t h e b a s i c i n p u t o f t h e p r o c e s s e d c o p p e r 

i n d u s t r y w h i c h , t h r o u g h a r e l a t i v e l y s i m p l e i n d u s t r i a l p r o c e s s , t r a n s f o r m s t h e s e 
c 

m a t e r i a l s i n t o p r o c e s s e d c o p p e r p r o d u c t s s u c h a s w i r e s , c a b l e s , p l a t e s , t u b e s , h o o p s , 

e t c . T h e s e e l e m e n t s , i n t u r n , a r e one o f t h e r a w m a t e r i a l s u s e d b y t h e s o - c a l l e d 

" f i n a l c o n s u m e r i n d u s t r y " w h i c h i n c o r p o r a t e s t h e s e m a t e r i a l s i n t o t h e m a n u f a c t u r e o f 

f i n a l p r o d u c t s , i n c l u d i n g a u t o m o b i l e s , t e l e p h o n e c a b l e s , p r i n t e d c i r c u i t s , h o u s e h o l d 

a p p l i a n c e s , e l e c t r i c e n g i n e s a n d g e n e r a t o r s , e t c , 2 / 

1/ By p r i m a r y c o p p e r i s meant t h e m e t a l o b t a i n e d f r o m m i n i n g e x p l o i t a t i o n a s 
o p p o s e d t o s e c o n d a r y c o p p e r , w h i c h i s o b t a i n e d f r o m t h e r e c o v e r y o f s c r a p m e t a l , 

2/ The o r g a n i z a t i o n a n d s t r u c t u r e o f t h e c o p p e r i n d u s t r y i s u n d o u b t e d l y s u b s -
t a n t i a l l y more c o m p l e x a n d v a r i e d t h a n i s shown b y t h i s s c h e m a t i c p r e s e n t a t i o n , b u t 
f o r t h e s a k e o f b r e v i t y we h a v e s i m p l i f i e d t h e e x p l a n a t i o n f o r t h e p u r p o s e o f s h o w i n g 
o n l y t h e b r o a d o u t l i n e s o f t h i s i n d u s t r i a l s t r u c t u r e , 

/ P a r t l y f o r 
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P a r t l y f o r h i s t o r i c a l r e a s o n s , i n some m e a s u r e due t o t e c h n i c a l a n d e c o n o m i c 

f a c t o r s , a n d a l s o l a r g e l y b e c a u s e o f t h e w i d e s p r e a d e x i s t e n c e o f d i s c r i m i n a t o r y t a r i f f 

b a r r i e r s , ! / t h e p r o p e r l y i n d u s t r i a l a c t i v i t i e s o f c o p p e r h a v e t e n d e d t o b e l o c a t e d 

i n t h e i n d u s t r i a l i z e d r e g i o n s and c o u n t r i e s . M i n i n g a n d b a s i c m e t a l l u r g i c a l 

a c t i v i t i e s , n a t u r a l l y , a r e more o f t e n f o u n d i n t h e a r e a s w h i c h h a v e t h e b a s i c m i n e r a l 

r e s o u r c e . 

I n k e e p i n g w i t h t h e p r e v i o u s c o n s i d e r a t i o n s , t h e f l o w s o f t h e i n t e r n a t i o n a l 

c o p p e r t r a d e h a v e t e n d e d t o d e v e l o p i n a c c o r d a n c e w i t h g e o g r a p h i c a l d i s t r i b u t i o n , i n 

t h e areas w h i c h a r e r i c h i n c o p p e r o r e a n d t h e c e n t r e s o f a d v a n c e d e c o n o m i c 

d e v e l o p m e n t . 

V e r y r o u g h l y s p e a k i n g , t h e ma in c h a r a c t e r i s t i c s o f t h e i n t e r n a t i o n a l c o p p e r 

t r a d e , w h i c h h a v e n o t e x p e r i e n c e d n o t a b l e v a r i a t i o n s i n t h e p a s t 30 y e a r s , may b e 

summar i zed a s f o l l o w s . On t h e one h a n d , t h e r e a r e t w o ma in r e g i o n s f o r p r o d u c t i o n 

and e x p o r t , L a t i n A m e r i c a a n d A f r i c a , w i t h t h e l a t e r i n c o r p o r a t i o n , t o a l e s s e r 

e x t e n t , o f A u s t r a l i a i n t h e same c a t e g o r y . The o t h e r s i d e o f t h e c o i n w o u l d b e 

r e p r e s e n t e d b y t h e c o n s u m e r - i m p o r t e r a r e a s , among w h i c h a r e , f i r s t l y , W e s t e r n E u r o p e 

and t h e U n i t e d S t a t e s a t a d e c r e a s i n g r a t e , A s i a ( J a p a n m a i n l y ) , whose n e e d f o r a 

f o r e i g n s u p p l y h a s g rown i m p r e s s i v e l y i n t h e p a s t t h r e e d e c a d e s a n d , f i n a l l y , a n d 

t o a l e s s e r e x t e n t , t h e s o c i a l i s t a r e a . 

The p r o d u c t i v e a n d g e o g r a p h i c a l r e a l i t i e s m e n t i o n e d a b o v e a r e t h e b a s i s o f t h e 

a c t u a l f l o w s o f i m p o r t s a n d e x p o r t s w h i c h , on t h e w h o l e , t e n d t o f o l l o w t h e l o g i c 

o f p r o x i m i t y a n d t h e l o w e r c o s t o f t r a n s p o r t . T h u s , f o r e x a m p l e , s u p p l i e s t o t h e 

U n i t e d S t a t e s l a r g e l y come f r o m S o u t h A m e r i c a n p r o d u c e r s , C h i l e and P e r u , w h i l e 

Zamb ia i s a t r a d i t i o n a l p r o v i d e r o f c o p p e r f o r J a p a n . The a b o v e s h o u l d b e u n d e r s t o o d 

a s a g e n e r a l i z a t i o n w h i c h i s c e r t a i n l y V a l i d b u t W h i c h i n no way r i g i d l y d e t e r m i n e s 

t h e s p e c i f i c o u t l i n e s o f t h e i n t e r n a t i o n a l c o p p e r t r a d e . On t h e m a t e r i a l b a s i s 

a l r e a d y e j q > l a i n e d , t r a d e o r f i n a n c i a l v a r i a b l e s o r e v e n p o l i t i c a l c o n s i d e r a t i o n s a r e 

s u p e r i m p o s e d , w h i c h o c c a s i o n a l l y d e t e r m i n e d i f f e r e n t t r a d e f l o w s f r o m t h e l o g i c a l l y 

a p p a r e n t o n e s . 

T a b l e 16 p r e s e n t s t h e p r o d u c t i o n a n d c o n s u m p t i o n f i g u r e s a n d r e s p e c t i v e t o t a l s 

f o r t h e main g e o g r a p h i c a l r e g i o n s , 

1/ I n t h e m a j o r i t y o f c o u n t r i e s , c o p p e r d o e s n o t h a v e t o p a y i m p o r t d u t i e s 
u n t i l t h e c a t h o d e o r e l e c t r o l y t i c b a r s t a g e , n o r t h e s e d u t i e s e x i s t f o r t h e e n t i r e 
l i n e o f l a t e r p r o c e s s i n g . 

/Table 15 
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Table 16 

PRODUCTION AND OOnSuk̂ roíí OF REFINED OOPPEfc BY REGIONS, 1950 AND 1977 a/ 
(Thousands of tons) 

Region 
''"£ 1950 1977 

Region 
Production Consumption Total Production Consumption Total 

Western Europe 113.5 • : ;780.0 . ' :.*666.5 . ; 'i- 737Í2 J 2 725.8- : - l 988.6 

Asia 92.8 • ; ;; ; • .101 w 5 . . ; '-8*7. • > . 594.8' - 1 330.3 -735.5 

North America 1 064.6 1.227.7 -163.1/•• . . 2 ' • t 2 199-1 +320.4 

(United States) (824.9) (1 130.7) (-305-8) (1 712.9) (1 979.9) (-267.0) 

Latin America 480.5 •42V7 1 529.0 - 393.3 •1 135.7 

Africa: , 519.9 • Ç3.3 ; - .• 1 471.5 • 78.9 •1 392.6 

Oceania . 15.1 . . 33.3-„*. - -18.2 - . 432.8 . • Í U . 6 •318.2 

Socialist Area 239.5 : " 309.1'; ' -:69«6 ; , 2 008.2 - 2 164.5 -156.3 

Source» Metallgesellsohaft, Metal 'Statistics, 1946-195? and 1967-1977. 

a/ The absolute totals of production and consumption for the two years are not oomparabie, sinoe the 1977 figures, 
for both production and consumption,.include the refined oqpper produced on the -basis of the recovery of sorap 
metal. This however does not change the validity.of the figures shown as deficit or surplus by regions. 

/Tt is 
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I t i s w o r t h p o i n t i n g o u t b r i e f l y t h e p r i n c i p a l , c h a r a c t e r i s t i c s , o f t h e i n d u s t r i a l 

s t r u c t u r e o f t h e . i n t e r n a t i o n a l c o p p e r m a r k e t . 

F i r s t l y , w i t h t h e e x c e p t i o n o f t h e U n i t e d S t a t e s 1 m a r k e t , i n t h e r e s t o f t h e 

w o r l d m a r k e t t h e r e i s n o s i g n i f i c a n t d e g r e e o f v e r t i c a l i n t e g r a t i o n w h i c h w o u l d 

c o n n e c t t h e p r o d u c e r s a n d t h e u s e r s o f p r i m a r y c o p p e r . I n g e n e r a l , b o t h s e c t o r s 

a r e c l e a r l y d i s t i n c t a n d e v e n i n t h e c a s e o f t h e U n i t e d S t a t e s t h e i n f l u e n c e o f t h e t. • . ' 
p r o d u c e r s a s consumers d o e s n o t r i s e a b o v e 30% o f t h e c o p p e r c o n s u m p t i o n i n t h i s 

c o u n t r y . 

S e c o n d l y , i n r e s p e c t o f p r i m a r y c o p p e r , t h e m a r k e t p r e s e n t s c l e a r l y 

o l i g o p o l i s t i c f e a t u r e s . P r e v i o u s l y a s a r e s u l t o f t h e c o n c e n t r a t i o n o f m i n i n g 

p r o d u c t i o n i n a f e w l a r g e c o n g l o m e r a t e s o p e r a t i n g i n d i f f e r e n t c o u n t r i e s , a n d 

p r e s e n t l y a s a r e s u l t o f t h e p r o c e s s o f n a t i o n a l i z a t i o n a n d gove rnment c e n t r a l i z a t i o n 

o f t h e s e a c t i v i t i e s i n t h e most i m p o r t a n t e x p o r t i n g c o u n t r i e s , i t i s c h a r a c t e r i z e d 

b y a s m a l l n u m b e r . o f s e l l e r s compared w i t h a much l a r g e r v a r i e t y o f b u y e r s . I n t h e 

y e a r s a f t e r t h e S e c o n d W o r l d W a r , i t i s e s t i m a t e d t h a t s e v e n l a r g e m i n i n g c o m p a n i e s 

c o n t r o l l e d a b o u t 80% o f t h e c o p p e r p r o d u c e d i n t h e W e s t e r n w o r l d . 1 / P r e s e n t l y , t h e 

S t a t e m i n i n g e n t e r p r i s e s o f f o u r c o u n t r i e s , C h i l e , ¡ Z a m b i a , P e r u , a n d Z a i r e , c o n t r o l 

o v e r 85% o f t h e t o t a l e x p o r t s . o f p r i m a r y c o p p e r . 

We w i l l now b r i e f l y e xamine t h e w a y s a n d means u s e d t o d e t e r m i n e t h e p r i c e s 

r e g u l a t i n g i n t e r n a t i o n a l c o p p e r t r a n s a c t i o n s . 

B e f o r e g o i n g i n t o t h e m a t t e r , we w i l l b r i e f l y r e f e r t o t h e p r i c e s t r u c t u r e f o r 

d i f f e r e n t t y p e s o f c o p p e r . N o r m a l l y , t h e p r i c e o f c o p p e r i s u n d e r s t o o d t o b e t h e 

v a l u e a s s i g n e d t o e l e c t r o l y t i c c o p p e r b a r s ( 9 9 . 9 5 % p u r e ) . T h i s i s t h e p o i n t o f 

r e f e r e n c e i n i n t e r n a t i o n a l m a r k e t s , a n d t h e o t h e r t y p e s o f c o p p e r n o r m a l l y t r a d e d , 

b l i s t e r c o p p e r a n d c o p p e r c o n c e n t r a t e s , a r e d i r e c t l y n e g o t i a t e d b e t w e e n t h e b u y e r 

a n d t h e s e l l e r on t h e b a s i s o f v a r i a b l e d i s c o u n t s on t h e p r i c e o f e l e c t r o l y t i c c o p p e r . 

The s i z e o f t h e s e d i s c o u n t s d e p e n d s on. t h e p r e v a i l i n g c o n d i t i o n s . i n t h e r e s p e c t i v e 

m a r k e t s , t h e q u a l i t y o f t h e m a t e r i a l s o f f e r e d a n d t h e r e l a t i v e p o w e r a n d b a r g a i n i n g 

s t r e n g t h o f t h e p a r t i e s . 

I n t h e f o l l o w i n g p a r a g r a p h , when we r e f e r t o t h e i n t e r n a t i o n a l p r i c e o f c o p p e r • 

we a r e r e f e r r i n g t o t h e p r i c e f o r e l e c t r o l y t i c c o p p e r . 

S i n c e 1930 t h e r e h a v e c o e x i s t e d b a s i c a l l y two ^ p a r a l l e l mechan i sms f o r 

e s t a b l i s h i n g t h e s e p r i c e s . On t h e one h a n d , t h e l a r g e U n i t e d S t a t e s 1 p r o d u c e r s h a v e 

1/ T . M o r a n , o p , c i t , ' 
/ u s e d a n d 
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u s e d and s t i l l u s e u n i l a t e r a l f i x i n g o f t h e i r s e l l i n g p r i c e s , w h i c h g o v e r n n o t o n l y 

t h e i r d o m e s t i c t r a n s a c t i o n s b u t a l s o f o r many y e a r s s e r v e d t o e s t a b l i s h t h e s e l l i n g 

p r i c e o f t h e s u b s i d i a r i e s o p e r a t i n g a b r o a d , e s p e c i a l l y i n C h i l e , P e r u a n d M e x i c o » 

The é s t a b l i s h m e n t a n d m o d i f i c a t i o n s o f t h e s e v a l u e s w e r e d e t e r m i n e d b y t h e 

c o r p o r a t i o n s t h e m s e l v e s , t a k i n g i n t o a c c o u n t t h e m a r k e t c o n d i t i o n s , t h e i r g l o b a l 

i n t e r e s t s a n d , i n some c a s e s , t h e w i s h e s o r i n s t r u c t i o n s o f t h e Government o f U n i t e d 

S t a t e s i t s e l f . 

I n d e p e n d e n t l y o f t h e p r i c e s o f t h e U n i t e d S t a t e s p r o d u c e r s , f o r a l a r g e p a r t o f 

t h e p a s t f o u r d e c a d e s , t h e o t h e r p o i n t o f r e f e r e n c e u s e d w a s t h e p r i c e e s t a b l i s h e d 

d a i l y i n t h e London M e t a l s E x c h a n g e . T h i s p r i c e w a s u s e d d i r e c t l y o r i n d i r e c t l y b y 

t h e l a r g e m a j o r i t y o f p r o d u c e r s a n d s e l l e r s who w e r e n o t u n d e r t h e c o n t r o l o f U n i t e d 

S t a t e s c o r p o r a t i o n s , e x c e p t i n 1939 -1953 i n w h i c h t h i s e x c h a n g e d i d n o t o p e r a t e . I n 

t h e s e c o n d h a l f o f 1 9 6 0 , p r a c t i c a l l y a l l t h e s e l l i n g c o r p o r a t i o n s o p e r a t i n g o u t s i d e 

t h e U n i t e d S t a t e s t e r r i t o r y a d o p t e d a s a p r i c e b a s e t h e q u o t a t i o n o f t h e London M e t a l s 

E x c h a n g e , w h i c h e v e n t o d a y i s t h e u n i v e r s a l l y a c c e p t e d r e f e r e n c e f o r i n t e r n a t i o n a l 

c o p p e r t r a n s a c t i o n s . 

The t y p e o f c o m m e r c i a l r e l a t i o n s b e t w e e n h a b i t u a l b u y e r s a n d s e l l e r s o f c o p p e r 

i n t h e m a r k e t i s f a i r l y s t a n d a r d i z e d arid i s a s e t o f r u l e s w h i c h h a s n o t v a r i e d much 

i n t h e p a s t t h i r t y y e a r s . The s a l e s c o n t r a c t s a r e d rawn up b y a n n u a l t o n n a g e o r b y 

t w o . t o f i v e - y e a r p e r i o d s i n w h i c h a c a l e n d a r o f d e l i v e r i e s i s e s t a b l i s h e d , g e n e r a l l y , 

m o n t h l y . Each d e l i v e r y i s a s e p a r a t e c o m m e r c i a l o p e r a t i o n t o w h i c h t h e g e n e r a l 

c o n t r a c t u a l c o n d i t i o n s a p p l y i n r e l a t i o n t o p r i c e , payment a n d p l a c e o f d e l i v e r y . 

The p r i c e o f e a e h d e l i v e r y g e n e r a l l y r e f e r s t o a c e r t a i n r e f e r e n c e b a s e ( L o n d o n 

M e t a l s E x c h a n g e o r P r o d u c e r s 1 P r i c e ) , a n d t h e s p e c i f i c p r i c e i s d e t e r m i n e d b y a p p l y i n g 

t h e r e f e r e n c e b a s e a t t h e t i m e o f d e l i v e r y . 

G i v e n t h e o l i g o p o l i s t i c c h a r a c t e r i s t i c s o f t h e c o p p e r m a r k e t , i t i s n o t 

s u r p r i s i n g t h a t t h e c o n t r a c t u a l g l o b a l f r a m e w o r k c o r r e s p o n d s more t o t h e s e l l e r ' s 

p o s i t i o n , l e a v i n g t h e b u y e r f e w o p t i o n s a p a r t f r o m a c c e p t a n c e . N a t u r a l l y t h e r e l a t i v e 

r i g i d i t y a n d t o u g h n e s s o f t h e s e l l e r s v a r i e s w i t h t i m e , d e p e n d i n g on t h e more o r 

l e s s t i g h t c o n d i t i o n s o f t h e m a r k e t . 

I n d i f f e r e n t f o r m s t h r o u g h t h e y e a r s , a n d w i t h v a r y i n g d e g r e e s o f f o r m a l i t y ó r 

i n f o r m a l i t y , i n t h e p a s t d e c a d e s t h e most i m p o r t a n t p r o d u c e r s / s e l l e r s o f c o p p e r h a v e 

c o - o r d i n a t e d a n d r e g u l a r l y h o m o g e n i z e d t h e i r c o m m e r c i a l p o s t u r e i n o r d e r t o a v o i d 

m u t u a l c o n t r a c t u a l c o m p e t i t i o n a n d t o p r e s e n t a common f r o n t t o t h e b u y e r s . A s i m i l a i 

/ a t t i t u d e h a s 
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a t t i t u d e h a s been? a t t e m p t e d b y . the . c u s t o m e r s / b u y e r s , b u t w i t h o u t t h e same s u c c e s s , 

g i v e n t h e g r e a t e r ( number o f i n t e r e s t e d , p a r t i e s a n d t h e g r e a t e r d i v e r s i t y o f ' t h e i r 

i n d i v i d u a l , n a t i o n a l a n d r e g i o n a l p o s i t i o n s , 

B . THE:EVOLUTION OF THE INTERNATIONAL PRICE OF COPPER 

I t ' i s n o t e a s y t o a t t e m p t t o summar i z e b r i e f l y t h e t r e n d s i n t h e p r i c e o f 

c o p p e r d u r i n g t h e p a s t f o r t y y e a r s . The b e h a v i o u r o f t h e p r i c e o f t h e m e t a l i s v e r y 

comp lex a n d t h e f a c t o r s i n f l u e n c i n g i t s p r i c e a r e v e r y v a r i e d . F o r t h i s r e a s o n , : 

r a t h e r t h a n p r e s e n t i n g a d e t a i l e d a n a l y s i s o f i t s e v o l u t i o n , we w i l l a t t e m p t t o p o i n t 

o u t some . s a l i e n t e l e m e n t s . o f i t s - b e h a v i o u r w i t h t h e p r i m a r y o b j e c t i v e o f g i v i n g t h e 

r e a d e r a f r a m e o f r e f e r e n c e t o f a c i l i t a t e a b e t t e r u n d e r s t a n d i n g o f t h e d e v e l o p m e n t 

o f t h e c o p p e r i n d u s t r y i n g e n e r a l a n d , more s p e c i f i c a l l y , t h e d e v e l o p m e n t o f t h é 

C h i l e a n e x p e r i e n c e i n t h i s r e s p e c t . . 

The f o l l o w i n g a r e t h e most r e l e v a n t f e a t u r e s o f c o p p e r p r i c e t r e n d s : 

( a ) F o r a l a r g e p a r t o f t h e p e r i o d u n d e r a n a l y s i s t h e r e w a s no s i n g l e q u o t a t i o n 

w h i c h was v a l i d a s an i n t e r n a t i o n a l p r i c ë . I n t h e y e a r s p r e v i o u s t o t h e s e c o n d h a l f 

o f t h e 1 9 6 0 s , d i f f e r e n t - p r i c e s e s t a b l i s h e d b y v a r i o u s a g e n t s c o e x i s t e d . I n " n o r m a l " 

t i m e s , t h e d i f f e r e n t p r i c e s e v i d e n t l y t e n d t o b e v e r y s i m i l a r , b u t i n i m p o r t a n t 

t i m e p e r i o d s t h e s e . s h o w a p p r e c i a b l e d i f f e r e n c e s w h i c h make a p r o p e r a p p r e c i a t i o n o f 

t h e t r u e " m a r k e t v a l u e " o f the m e t a l d i f f i c u l t . Most o f t h e s e v a r i a t i o n s o r i g i n a t e 

i n t h e c o n t r o l s o v e r t h e s o - c a l l e d " A m e r i c a n P r o d u c e r s ' P r i c e " , w h i c h g o v e r n e d a 

l a r g e p r o p o r t i o n o f i n t e r n a t i o n a l t r a d e ' a n d p r a c t i c a l l y a l l C h i l e a n c o p p e r s a l e s 

u n t i l 1966 . . ; ; : • 

T h i s p r o d u c e r s ' q u o t a t i o n n o t o n l y depends on t h e i n d i v i d u a l e v a l u a t i o n b y 

t h e s e l l e r s ; t h e m s e l v e s b u t ha s b e ë n s u b j e c t t o d e t e r m i n a t i o n ' b y t h e Government o f 

t h e U n i t e d S t a t e s , w h i c h h a s f i x e d i t i n a c c o r d a n c e w i t h t h e h e e d s a n d c o n v e n i e n c e s 

o f t h a t country . . I n f a c t , - t h e s e l l i n g p r i c e o f c o p p e r p r o d u c e d b y ' U n i t e d S t a t e s 

c o r p o r a t i o n s w a s f i r s t f r o z e n b e t w e e n 1940 arid 1945 a n d l a t e r b e t w e e n 1950 a n d 1 9 5 3 . 1 / 

S i n c e t h e London M e t a l s Exchange w a s n o t i n o p e r a t i o n i n t h o s e y e a r s e i t h e r , i t i s 

i m p o s s i b l e . t o e s t a b l i s h : wha t t h e m a r k e t £ r i c e o f t h e m e t a l w a s f o r t h i s p e r i o d o f t i m e , 

1/ D u r i n g t h e S e c o n d W o r l d W a r a n d t h e Ko rean W a r , r e s p e c t i v e l y . On b o t h 
o c c a s i o n s t h e f i x i n g o f t h e p r i c e w a s i n t e n d e d t o p r e v e n t i t s r i s i n g a s a r e s u l t o f 
t h e g r e a t e r demand a s s o c i a t e d w i t h t h e c o n f l i c t s . 

/ F o r t h e 
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F o r t h e p u r p o s e s , o f p r e s e n t i n g t h e b a s i c e v i d e n c e a n d t a k i n g i n t o a c c o u n t i t s 

l i m i t a t i o n s » a s e r i e s . o f p r i c e s h a s b e e n u s e d i n o u r t a b l e s a n d a n a l y s e s w h i c h 

c o r r e s p o n d t o t h e A m e r i c a n p r o d u c e r s 1 p r i c e b e t w e e n 1935 a n d 1953 a n d t o . t h e p r i c e 

o f t h e London M e t a l s E x c h a n g e ( L M E ) b e t w e e n 1954 a n d 1979 . 

( b ) P e r h a p s t h e m o s t c h a r a c t e r i s t i c f e a t u r e o f t h e i n d i c a t o r s o f t h e v a l u e o f 

c o p p e r i n a l l t h e s e y e a r s was t h e i r g r e a t i n s t a b i l i t y . T a b l e 4 o f t h e S t a t i s t i c a l 

A p p e n d i x a n d f i g u r e s .1 a n d 2 p r e s e n t t h e a n n u a l p r i c e v a l u e s , m e a s u r e d i n 1979 d o l l a r s 

To s u p p o r t t h i s s t a t e m e n t > we must k e e p i n mind t h a t t h e a v e r a g e o f t h e a n n u a l p r i c e 

v a r i a t i o n s ( i g n o r i n g t h e p o s i t i v e o r n e g a t i v e s i g n s ) b e t w e e n 1935 a n d 1979 was 

p r a c t i c a l l y 15%, i n c l u d i n g t h e p e r i o d s o f c o n t r o l l e d p r i c e s . 

The b a s i c r e a s o n f o r t h i s c h a n g e a b i l i t y l i e s i n t h e c h a r a c t e r i s t i c s o f t h e 

s u p p l y a n d demand o f t h e m e t a l . B o t h c o p p e r p r o d u c t i o n a n d c o p p e r c o n s u m p t i o n h a v e 

v e r y l o w e l a s t i c i t y on t h e s h o r t a n d medium t e r m s i n r e s p e c t o f p r i c e v a r i a t i o n s . 

T h i s means t h a t c h a n g e s , a l t h o u g h n o t r a d i c a l , i n t h e v o l u m e o f s u p p l y o r demand • 

g e n e r a t e s i g n i f i c a n t c h a n g e s i n t h e p r i c e s o f t h e t r a n s a c t i o n s . 

T h i s e l e m e n t o f i n s t a b i l i t y i n - p r i c e s i s r e l a t e d t o t h e i n f o r m a t i o n g i v e n i n 

t h e o t h e r s e c t i o n s o f t h i s r e p o r t r e f e r r i n g t o t h e h i g h d e p e n d e n c y shown b y b o t h . 

f o r e i g n e x c h a n g e e a r n i n g s a n d t a x r e v e n u e s i n C h i l e i n r e l a t i o n t o t h e s e l l i n g p r i c e 

o f c o p p e r . W i t h t h i s r e l a t i o n s h i p o f d e p e n d e n c y , i t i s p r e c i s e l y t h e t a x r e v e n u e s 

a n d i m p o r t c a p a c i t y w h i c h s u f f e r f r o m i n s t a b i l i t y a n d e x p e r i e n c e v i o l e n t f l u c t u a t i o n s 

f r o m y e a r t o y e a r . 

( c ) The w i d e v a r i a t i o n s i n i n t e r n a t i o n a l p r i c e s o f c o p p e r i n t h e p a s t f o u r 

d e c a d e s make i t d i f f i c u l t t o p o i n t o u t any l o n g - t e r m t r e n d i n t h e r e a l p r i c e o f 

t h i s m e t a l . F o r t h e p u r p o s e o f f a c i l i t a t i n g a n o v e r v i e w o f t h i s t r e n d , f i g u r e 2 . 

p r e s e n t s t h e e v o l u t i o n o f t h e p r i c e o f c o p p e r b e t w e e n 1935, a n d 1979. . 

Beyond t h e s h o r t - t e r m - v a r i a t i o n s . , i t i s p o s s i b l e t o s ee . a d e f i n i t e t r e n d 

t o w a r d s an i n c r e a s e i n t h e p r i c e i n t h e e n t i r e p e r i o d f r o m 1935/to -1969 . ( t h e y e a r 

w h i c h shows t h e h i g h e s t p r i c e ) , f o l l o w e d b y a p e r i o d o f h i g h b u t v e r y f l u c t u a t i n g 

p r i c e s b e t w e e n 1969 a n d 1 9 7 4 , c u l m i n a t i n g i n t h e f i n a l f i v e y e a r p e r i o d 1 9 7 5 - 1 9 7 9 

w i t h a s h a r p . d e c l i n e i n t e r r u p t e d b y a s l i g h t r e c o v e r y i n 1 9 7 9 . • 

-To c o m p l e t e t h e p r e s e n t a t i o n o f r e l e v a n t i n f o r m a t i o n i n t a b l e 1 7 , we h a v e 

p r e p a r e d a s e r i e s s h o w i n g t h e p r i c e a v e r a g e s f o r t h e f i v e y e a r p e r i o d s 1 9 3 5 - 1 9 7 9 . 
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T a b l e 17 

INTERNATIONAL PRICE OF COPPER: AVERAGES FOR F IVE -YEAR PERIODS 1935 -1979 

( I n c e n t s p e r p o u n d , 1979 d o l l a r ' s ) 

P e r i o d s P r i c e o f c o p p e r 

1935 -1939 •f 6 3 . 3 

1940-1944 6 0 . 8 

1945 -1949 6 0 . 3 

1950 -1954 7 1 . 7 

1955 -1959 8 8 . 6 

1960 -1964 8 3 . 1 

1965 -1969 1 4 4 . 9 

1970 -1974 , 1 2 3 . 0 

1975 -1979 6 6 . 2 

S o u r c e : See t a b l e 4 o f t h e S t a t i s t i c a l Annex . , 

To t e r m i n a t e t h i s b r i e f r e c a p i t u l a t i o n , i t ; i s w o r t h e m p h a s i z i n g t h a t f r o m t h e 

p o i n t o f v i e w o f t h e p e r i o d o f t ime^ r e l e v a n t t o t h e main p u r p o s e s o f t h i s r e p o r t , 

t h a t i s , t h e pet»iovd; when t h e . t r a n s n a t i o n a l - c o r p o r a t i o n s - w e r e a c t i v e i n C h i l e a n c o p p e r , 

t h e e v i d e n c e i n d i c a t e s ; t h a t , t h e r e a l p r i c e o f c o p p e r w a s g r o w i n g , w i t h r e a l l y -

s p e c t a c u l a r r i s e s d u r i n g t h e s e c o n d h a l f o f t h e 1 9 6 0 s , 

C . MARKETING OF CHILEAN COPPER 

From t h e p o i n t o f v i e w , o f c o n t r o l a n d management o f C h i l e a n c o p p e r s a l e s 

a b r o a d , t h r e e d i s t i n c t p h a s e s c l e a r l y a p p e a r i n t h e a l m o s t 50 y e a r s b e g i n n i n g w i t h 

t h e a c t i v i t i e s o f t h e l a r g e c o p p e r m i n i n g i n d u s t r y u n t i l - t o d a y . T h e s e s t a g e s a r e : 

( a ) C o m p l e t e autonomy o f t h e f o r e i g n c o r p o r a t i o n s , f r o m t h e b e g i n n i n g o f m i n i n g 

e x p l o i t a t i o n u n t i l t h e b e g i n n i n g o f t h e 1950s * 

( b ) G r o w i n g p a r t i c i p a t i o n a n d : i n f l u e n c e o f g o v e r n m e n t a l b o d i e s , i n t h e m a r k e t i n g 

p r o c e s s , f r o m t h e e a r l y 1950s u n t i l 1 9 7 0 , and. , 

( c ) N a t i o n a l i z a t i o n o f LCM c o p p e r s a l e s , a s s o c i a t e d w i t h t h e n a t i o n a l i z a t i o n o f 

t h e e n t e r p r i s e s w h i c h t o o k p l a c e i n 1971 , 
/ I n t h e 



I n t h e f i r s t p e r i o d , t h e e n t i r e c o m m e r c i a l r e s p o n s i b i l i t y f o r m i n i n g 

e x p l o i t a t i o n was c o m p l e t e l y i n t h e h a n d s o f t h e U n i t e d S t a t e s c o r p o r a t i o n s . The 

w h o l e p r o c e s s o f m a r k e t i n g t h e c o p p e r p r o d u c e d w a s c a r r i e d o u t t h r o u g h c o m m e r c i a l 

e n t i t i e s o f t h e f o r e i g n c o r p o r a t i o n s . I n p r a c t i c e , t h e r e w e r e t w o m a r k e t i n g c h a n n e l s , 

"the A n a c o n d a S a l e s O f f i c e and t h è K e n n e c o t t S a l e s O f f i c e , w h i c h made a l l d e c i s i o n s 

a n d t o o k c h a r g e o f a l l t h e o p e r a t i o n s r e l a t e d t o t h e p l a c e m e n t a n d d i s t r i b u t i o n o f 

LCM c o p p e r p r o d u c t i o n . The r e l e v a n t o f f i c e s o f b o t h c o r p o r a t i o n s w e r e i n New Y o r k 

a n d b o t h t h e p r i c e o f t r a n s a c t i o n s and t h e a l l o c a t i o n s among v a r i o u s c u s t o m e r s w e r e 

d e t e r m i n e d t h e r e , a n d t h e v a r i o u s c o n t r a c t u a l c l a u s e s w e r e e s t a b l i s h e d . The C h i l e a n 

S t a t e d i d n o t p a r t i c i p a t e a t a U i n t h e e n t i r e m a r k e t i n g p r o c e s s , a n d was l i m i t e d 

t o t h e r o l e o f c o l l e c t i n g t h e r e l e v a n t t a x e s a n d s e l l i n g t o t h e c o r p o r a t i o n s t h e 

n a t i o n a l money n e c e s s a r y f o r t h e o p e r a t i o n o f t h e m ines a n d p l a n t s i n t h e c o u n t r y . 

I n 1 9 5 1 , a n d b a s i c a l l y a s a r e a c t i o n t o t h e d e c i s i o n b y t h e Government o f t h e 

U n i t e d S t a t e s t o f r e e z e t h e p r i c e o f c o p p e r a t 63 c e n t s p e r pound ( i n 1979 d o l l a r s ) , 

t h e p r o c e s s o f p r o g r e s s i v e i n t e r v e n t i o n b y t h e C h i l e a n S t a t e i n t h e management o f 

i n t e r n a t i o n a l s a l e s o f c o p p e r b e g a n . B e t w e e n 1951 a n d 1953 t h e Gove rnment . f i r s t 

o b t a i n e d an i n c r e a s e o f a l m o s t 8 c e n t s i n t h e s e l l i n g p r i c e t o t h e U n i t e d S t a t e s 

m a r k e t ( e n t i r e l y a s a t a x b e n e f i t ) , a n d a l s o r e q u i r e d t h e p r o d u c e r company t o d e l i v e r 

t o t h e C e n t r a l Bank a q u o t a o f i t s p r o d u c t i o n t o b e s o l d b y t h i s b o d y . 

T h i s b o d y , h o w e v e r , n e v e r o p e r a t e d i n p r a c t i c e a s a n e n t e r p r i s e i n v o l v e d i n 

t h e m a r k e t i n g o f c o p p e r . I n f a c t , t h e Government o f C h i l e a c c e p t e d t h e u s e o f t h e 

c o m m e r c i a l e n t e r p r i s e s o f K e n n e c o t t a n d A n a c o n d a a s m a r k e t i n g c h a n n e l s . The C e n t r a l 

B a n k , i n r e a l i t y , w a s l i m i t e d t o f i x i n g a minimum s e l l i n g p r i c e t o t h e c u s t o m e r , 

e s t a b l i s h i n g t h e f r o z e n p r i c e t o b e s u p p o r t e d b y t h e U n i t e d S t a t e s p r o d u c t i o n 

e n t e r p r i s e s , r e c e i v i n g t h i s d i f f e r e n c e e n t i r e l y f o r a t a x b e n e f i t , a n d f o r m a l l y 

a p p r o v i n g t h e i n d i v i d u a l s a l e s c o n t r a c t s . 

The m e a s u r e s t a k e n c a u s e d a t r a n s f e r o f i n v e s t m e n t s t o t h e E u r o p e a n m a r k e t 

( w h e r e t h e p r e v a i l i n g p r i c e s w e r e h i g h e r a n d t h e r e f o r e t h e u s e r s w e r e more d i s p o s e d 

t o p a y t h e p r i c e s f i x e d b y t h e C e n t r a l B a n k ) , r e s u l t i n g i n a s i g n i f i c a n t improvement 

i n t h e a v e r a g e p r i c e s o b t a i n e d b u t n o t c h a n g i n g i n any i m p o r t a n t way t h e m a r k e t i n g 

s y s t e m s , w h i c h c o n t i n u e d t o b e u n d e r t h e c o n t r o l o f t h e p r o d u c e r c o m p a n i e s . 

The f u n c t i o n s o f t h e C e n t r a l Bank i n r e s p e c t o f c o p p e r s a l e s t e r m i n a t e d i n 

1955 w i t h t h e a p p r o v a l o f a new l a w e s t a b l i s h i n g a new t r e a t m e n t f o r l a r g e f o r e i g n 

/ c o r p o r a t i o n s i n v o l v e d 
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c o r p o r a t i o n s i n v o l v e d i n c o p p e r m i n i n g . 1/ H o w e v e r , t h i s same l e g a l b o d y e s t a b l i s h e d 

a new S t a t e a g e n c y c a l l e d t h e D e p a r t m e n t o f C o p p e r , d e p e n d e n t on t h e M i n i s t r y o f 

M i n e s , w i t h a g r e a t d e a l o f a d m i n i s t r a t i v e autonomy a n d w i t h t e c h n i c a l a n d 

p r o f e s s i o n a l s u p p o r t , f o r t h e s p e c i f i c p u r p o s e o f s u p e r v i s i n g a n d c o n t r o l l i n g t h e 

f i n a n c i a l , t e c h n i c a l and c o m m e r c i a l o p e r a t i o n s o f t h e f o r e i g n c o m p a n i e s o f t h e 

l a r g e - s c a l e c o p p e r m i n i n g i n d u s t r y . 

I n t h e e n d , t h e e s t a b l i s h m e n t o f t h i s b o d y w i t h i t s p o s s i b i l i t y o f f o n n i n g 

and c r e a t i n g a numerous g r o u p o f s p e c i a l i s t s i n t h e a r e a o f c o p p e r p o l i c y , a n d t h e 

c o r r e s p o n d i n g s p r e a d i n t o o t h e r s e c t o r s o f a n e m e r g i n g " n a t i o n a l c o n s c i o u s n e s s " 

on c o p p e r , w e r e v e r y i m p o r t a n t f o r t h e f u t u r e d e v e l o p m e n t o f C h i l e a n c o p p e r . 

I n t h e a r e a o f t r a d e , Law 11":23 o f 1 9 5 5 , a l r e a d y c i t e d , c o n s e c r a t e d t h e 

p r i n c i p l e , o f S t a t e i n t e r v e n t i o n i n t o c o p p e r m a r k e t i n g b y r e q u i r i n g t h e p r o d u c i n g 

c o r p o r a t i o n s t o o b t a i n t h e a p p r o v a l o f t h e D e p a r t m e n t o f C o p p e r f o r t h e i r s a l e s 

and c o n t r a c t i n g p o l i c i e s i n t h e v a r i o u s m a r k e t s a n d b y e n t r u s t i n g t o t h i s same 

a g e n c y t h e i n s p e c t i o n a n d c o n t r o l o f m a r k e t i n g o p e r a t i o n s , 

A b r i e f l o o k a t t h e r e s p o n s i b i l i t i e s g i v e n t o t h e new p u b l i c b o d y a l l o w s u s 

t o f o r m a c l e a r i d e a o f t h e s i z e a n d r a n g e o f f u n c t i o n s e s t a b l i s h e d . 

Law 118 2 u s t a t e s t h a t t h e D e p a r t m e n t o f C o p p e r h a s t h e p o w e r : 

" ( a ) To i n t e r v e n e i n t h e i n t e r n a t i o n a l c o p p e r t r a d e , f o r t h e p u r p o s e o f 

m a i n t a i n i n g a n d e x p a n d i n g C h i l e a n c o p p e r m a r k e t s a n d a v o i d i n g o r c o u n t e r a c t i n g any 

a c t i o n w h i c h w o u l d t e n d t o c o n t r o l o r r e s t r i c t i t s m a r k e t s u n i l a t e r a l l y . 

( b ) To i n v e s t i g a t e b o t h d o m e s t i c a l l y a n d a b r o a d s u b j e c t s r e l a t e d t o t h e 

p r o d u c t i o n a n d s a l e o f c o p p e r , 

( c ) To c o n t r o l a n d e s t a b l i s h t h e c o n d i t i o n s r e l a t i v e t o t h e p r o d u c t i o n a n d 

t r a d e o f c o p p e r . , * , , . , • " 

The c a r e f u l and t o a c e r t a i n e x t e n t a m b i g u o u s w o r d i n g o f t h i s l e g a l t e x t 

a l l o w s f o r a r e l a t i v e l y " e l a s t i c " i n t e r p r e t a t i o n a n d a p p l i c a t i o n i n a c c o r d a n c e w i t h 

t h e i n t e n t i o n a n d d e s i r e o f t h e Government o f t h e moment. 

A l t h o u g h i n t h e b e g i n n i n g t h e s e p o w e r s a n d o p p o r t u n i t i e s f o r a c t i o n d i d n o t 

t r a n s l a t e i n t o a r e a l i n f l u e n c e b u t r a t h e r i n t o a m e r e l y f o r m a l a p o s t e r i o r i 

a p p r o v a l , t h e dynamic o f t h e p r o c e s s o f a p p r e n t i c e s h i p a n d i n t e r i o r i z i n g w a s 

g r a d u a l l y c h a n g i n g t h e i n i t i a l s i t u a t i o n . A l r e a d y i n 1 9 6 4 , f o r e x a m p l e , t h e 

Depa r tment o f C o p p e r u n i l a t e r a l l y f i x e d t h e " C h i l e a n p r o d u c e r s ' p r i c e " a s a s e l l i n g 

p r i c e f o r a l l C h i l e a n c o p p e r , w h i c h w a s e s t a b l i s h e d i n O c t o b e r 1964 a t 8 6 , 8 0 c e n t s 

1/ Law 11828 o f 1955 . 
/(at 
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( à t 1979 p r i c e s ) . " • A f t e r v a r i o u s m o d i f i c a t i o n s i n t h i s , q u o t a t i o n , i n A u g u s t 196S 

t h e s« ine D e p a r t m e n t o f C o p p e r e s t a b l i s h e d t h e c u r r e n t p r i c e i n t h e London M e t a l s 

E x c h a n g e a s t h e r e f e r e n c e p t f i c e f o r a l l s a l e s o f C h i l e a n c o p p e r , a p o l i c y w h i c h i t 

h a s m a i n t a i n e d i n f o r c e up t o t h e p r e s e n t . 

I n a d d i t i o n , i n t h e l a t e 1960s t h e s t a f f o f t h e Depa r tment o f C o p p e r a l r e a d y 

p a r t i c i p a t e d more a c t i v e l y i n t h e e n t i r e p r o c e s s o f m a r k e t i n g t h e m e t a l , a p p r o v i n g 

and e v a l u a t i n g t h e a n n u a l i n v e s t m e n t p o l i c i e s o f t h e m e t a l and t h e s p e c i f i c c o n d i t i o n s 

o f t h e v a r i o u s i n d i v i d u a l c o n t r a c t s . I n t h o s e y e a r s , and p r e v i o u s t o t h e g o v e r n m e n t a l 

p a r t i c i p a t i o n i n t h e o w n e r s h i p o f t h e p r o d u c i n g e n t e r p r i s e s , t e c h n i c i a n s f r o m t h e 

S t a t e a g e n c y p a r t i c i p a t e d i n t r a d e m e e t i n g s a n d n e g o t i a t i o n s w h i c h t h e e x e c u t i v e s o f 

t h e U n i t e d S t a t e s c o r p o r a t i o n s h e l d w i t h t h e c u s t o m e r s f o r C h i l e a n c o p p e r . 

The t e n d e n c y t o w a r d s ' t h e g r o w i n g p a r t i c i p a t i o n o f t h e C h i l e a n S t a t e i n t h e 

m a r k e t i n g p r o c e s s c u l m i n a t e d i n 1 9 7 1 , w h e n , a s a r e s u l t o f t h e n a t i o n a l i z a t i o n o f 

t h e l a r g e - s c a l e c o p p e r m i n i n g i n d u s t r y , t h e r e s p o n s i b i l i t y f o r s a l e s i n t h i s a c t i v i t y 

p a s s e d c o m p l e t e l y i n t o t h e h a n d s o f t h e S t a t e , 

The c o m m e r c i a l t r a n s i t i o n , t h a n k s t o t h e p r e l i m i n a r y p e r i o d o f t r a i n i n g a n d 

a p p r e n t i c e s h i p , d e v e l o p e d w i t h o u t p r o b l e m s o f any k i n d . A c o m m e r c i a l b o d y was 

e s t a b l i s h e d w i t h i n t h e C o p p e r C o r p o r a t i o n , h e a d o f a l l t h e p r o d u c t i v e e n t e r p r i s e s , 

a n d t h i s c o m m e r c i a l b o d y b ecame t h e s a l e s a g e n t f o r a l l t h e p r o d u c t i v e u n i t s . The 

g r o u p o f p r o f e s s i o n a l s f r o m t h e f o r m e r g o v e r n m e n t a l i n s t i t u t i o n , a c o n t r o l l i n g a n d 

s u p e r v i s o r y b o d y , f o r m e d t h e b a s i s o f t h e t e c h n i c a l s t a f f o f t h e new c o m m e r c i a l 

e n t e r p r i s e ; b a s i c a l l y t h e same c u s t o m e r s a n d m a r k e t s w e r e m a i n t a i n e d , t h e c o n t r a c t u a l 

c o n d i t i o n s d i d n o t u n d e r g o i m p o r t a n t c h a n g e s , e s p e c i a l l y i n t h e f i r s t p e r i o d , and 

t h e new m a r k e t i n g c h a n n e l s o p e r a t e d w i t h a t l e a s t t h e same e f f i c i e n c y a s t h e f o r e i g n 

c o r p o r a t i o n s . 

F o r a b e t t e r u n d e r s t a n d i n g o f t h e " n a t i o n a l i z a t i o n o f t h e c o p p e r t r a d e " p r o c e s s 

a n d i t s r e l a t i v e ' s u c c e s s , i t w o u l d p e r h a p s b e u s e f u l t o g o i n t o some more 

c o n s i d e r a t i o n s on t h i s s u b j e c t . 

I n t h e f i r s t p l a c e , i t s h o u l d b e r e p e a t e d t h a t t h e n a t i o n a l s t a f f w h i c h t o o k 

c h a r g e o f t h e . t a s k s o f m a r k e t i n g a l m o s t e n t i r e l y w e r e t h o s e w i t h s e v e r a l y e a r s o f 

e x p e r i e n c e , g a i n e d i n t h e D e p a r t m e n t o f C o p p e r ( l a t e r c a l l e d t h e C o p p e r C o r p o r a t i o n ) , 

a n d t h e y h a d d i r e c t k n o w l e d g e o f t h e m a r k e t s and ma in c u s t o m e r s . 

I n t h e s e c o n d p l a c e , t h e s t r a t e g y a d o p t e d f o r c o m m e r c i a l management was a 

p r o c e s s o f g r a d u a l a n d m a r g i n a l c h a n g e s w h i c h a t t h e b e g i n n i n g d i d n o t p r o d u c e any 
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sudden a l t e r a t i o n i n e i t h e r c o m m e r c i a l p r o c e d u r e s o r p r a c t i c e s , o r i n t h e r e l a t i o n s 

w i t h t h e t r a d i t i o n a l c u s t o m e r s o f t h e U n i t e d S t a t e s e n t e r p r i s e s . The a c t u a l 

i n c r e a s e i n t h e m a r k e t a b l e p r o d u c t i o n d u r i n g t h e s e y e a r s made i t e a s i e r t o r e o r i e n t 

t h e g r o w i n g t o n n a g e s t o w a r d s n e w c u s t o m e r s ( C h i n a , J apan a n d t h e E u r o p e a n s o c i a l i s t 

a r e a , f o r e x a m p l e ) , w i t h a d v a n t a g e s f o r C h i l e w i t h o u t d a m a g i n g o r d r a s t i c a l l y 

d e t e r i o r a t i n g t h e s a l e s f l o w s t o c u s t o m e r s e s t a b l i s h e d e a r l i e r i n E u r o p e . As c o u l d 

h a v e b e e n f o r e s e e n , d e l i v e r i e s t o t h e U n i t e d S t a t e s m a r k e t w e r e r e d u c e d b y a s i z e a b l e 

p r o p o r t i o n , w h i c h a l s o f a c i l i t a t e d p e n e t r a t i o n i n t o new m a r k e t s . 

I n t h e same s e n s e we s h o u l d p o i n t o u t t h a t t h e c h a n g e s i n i t i a t e d b y t h e new* 

c o m m e r c i a l o r g a n i z a t i o n i n g e n e r a l l e a n e d t o w a r d s a c h i e v i n g a g r e a t e r c o m m e r c i a l 

u t i l i z a t i o n o f c o p p e r s a l e s , w h e t h e r b y s e l l i n g t o new c u s t o m e r s on b e t t e r r e l a t i v e 

t e rms o r b y g r a d u a l l y e x p e r i m e n t i n g w i t h s a l e s t o i n t e r m e d i a r i e s , a l s o on b e t t e r 

t e r m s , o r b y i n i t i a t i n g s u b s i d i e s f o r t r a d i t i o n a l c u s t o m e r s a s a c o m p e n s a t i o n f o r 

c e r t a i n a d v a n t a g e s g r a n t e d . T h e s e i n i t i a t i v e s , i n g e n e r a l , t e n d e d t o e x t r a c t 

h i g h e r e f f e c t i v e p r i c e s f o r t h e p r o d u c t a n d t h u s w e r e n o t p a r t i c u l a r l y p l e a s i n g t o 

h a b i t u a l c o n s u m e r s . H o w e v e r , a n d p e r h a p s p a r a d o x i c a l l y , on t h i s l e v e l t h e p o l i c i e s 

a n d s t r a t e g i e s a d o p t e d b y ' CODELCO a s t h e s e l l e r w e r e more " c o m m e r c i a l " a n d more 

s o p h i s t i c a t e d t h a n t h e c o n s e r v a t i v e a n d more r i g i d p r a c t i c e s o f t h e U n i t e d S t a t e s 

c o r p o r a t i o n s . 

F i n a l l y * we must ' b e a r i n mind t h e s p e c i f i c s i t u a t i o n o f t h e i n t e r n a t i o n a l 

c o p p e r marke t i n ' i t s s e l l e r - b u y e r r e l a t i o n s h i p . As e x p l a i n e d e a r l i e r , f o r a l o i i g 

t i m e t h e s t r u c t u r e o f t h i s m a r k e t h a s c o n t e m p l a t e d a r e d u c e d number o f l a r g e - s c a l e 

p r o d u c e r s / s e l l e r s a n d a much g r e a t e r number ; o f c o n s u m e r s / b u y e r s . The r e l a t i v e 

p o s i t i o n o f t h e l a r g e - s c a l e p r o d u c e r / s e l l e r i s s t r o n g , a n d CODELCO, w h i c h r e p r e s e n t s 

a p p r o x i m a t e l y 30% o f w o r l d , c o p p e r e j q a o r t s , i s e ven s t r o n g e r . I n t h e f a c e o f t h i s 

r e a l i t y and t h e p o s s i b i l i t y o f f r i c t i o n o r c o n f l i c t w i t h t h i s p r o v i d e r , f o r t h e 

p o t e n t i a l , . copper c u s t o m e r « i t w a s n o t a s u r e a l t e r n a t i v e o f a f u t u r e s u p p l y t o 

m a i n t a i n an e t h i c a l and s e n t i m e n t a l " l o y a l t y " - "to t h e U n i t e d S t a t e s c o m p a n i e s , w h i c h 

w e r e n o t , n o r a r e t h e y n o w , c o p p e r e x p o r t e r s t o any l a r g e d e g r e e o f t h e i r own 

p r o d u c t i o n i n t h e U n i t e d S t a t e s . 

G i ven t h i s s t a t e o f a f f a i r s , a n d t h a t CODELCO a l s o d i d n o t s e r i o u s l y t h r e a t e n 

t h e f u n d a m e n t a l b a s e s o f c o m m e r c i a l e x c h a n g e , i t s h o u l d n o t b e s u r p r i s i n g t h a t t h e 

h a b i t u a l c u s t o m e r s o f C h i l e a n c o p p e r w e r e more t h a n h a p p y t o come t o an u n d e r s t a n d i n g 

a n d work h a r m o n i o u s l y w i t h t h e i r new s u p p l i e r . 

/To finish 
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To f i n i s h o f f t h i s b r i e f o u t l i n e o f t h e main a s p e c t s o f m a r k e t i n g C h i l e a n 

c o p p e r i n r e c e n t d e c a d e s , . i t i s w o r t h e x a m i n i n g b r i e f l y t h e e v o l u t i o n t h r o u g h t i m e 

o f t h e e x p o r t a t i o n m a r k e t s o r t h i s m e t a l » 

T a b l e 18 p r e s e n t s t h e d i s t r i b u t i o n o f t h e s e m a r k e t s f o r s e v e r a l y e a r s b e t w e e n 

1929 a n d 1979 . 

. I n t h e f i r s t p l a c e , i t s h o u l d b e p o i n t e d o u t t h a t a l t h o u g h t h e d i s t r i b u t i v e 

s t r u c t u r e o f C h i l e a n c o p p e r s a l e s i n t h e i n t e r n a t i o n a l m a r k e t s shows i m p o r t a n t 

v a r i a t i o n s i n t h e e n t i r e p e r i o d e x a m i n e d , t h e s e do n o t seem t o r e s p o n d t o a c o n s i s t e n t 

t r e n d . T h r o u g h o u t t h e e n t i r e p e r i o d i n q u e s t i o n , i t i s c l e a r t h a t , f r o m t h e b e g i n n i n g 

u n t i l t h e p r e s e n t t i m e , t h e p r i n c i p a l p l a c e m e n t f o r t h e C h i l e a n c o p p e r m i n i n g 

i n d u s t r y h a s b e e n W e s t e r n E u r o p e a n d t h e U n i t e d S t a t e s . 

The i m p o r t a n c e o f t h e U n i t e d S t a t e s m a r k e t shows a c l e a r t e n d e n c y t o w a r d s 

r e l a t i v e d e c l i n e s i n c e t h e e n d o f t h e 1 9 5 0 s , and e v e n i n a b s o l u t e t e r m s t h e a c t u a l 

e x p o r t t o t a l s a r e l o w e r t h a n t h e n o r m a l t o n n a g e s i n t h e 1940s a n d 1 9 5 0 s . 

The E u r o p e a n m a r k e t , on t h e o t h e r h a n d , seems t o h a v e i n c r e a s e d i t s s h a r e i n 

t h e t o t a l , e s p e c i a l l y i n t h e 1 9 6 0 s , and w h i l e i t s p r o p o r t i o n a s a m a r k e t h a s d e c r e a s e d 

i n r e c e n t y e a r s , t h i s i s p r o b a b l y a r e f l e c t i o n o f t h e n o t a b l e i n c r e a s e i n t o t a l 

t o n n a g e e x p o r t e d , s i n c e t h e p r e s e n t vo lume o f c o p p e r s a l e s i n E u r o p e i s s u b s t a n t i a l l y 

h i g h e r t h a n t h a t o f t h e p r e v i o u s d e c a d e . 

P e r h a p s t h e mos t i n t e r e s t i n g d e v e l o p m e n t , i n t h i s r e s p e c t , i s t h e g r o w i n g 

i m p o r t a n c e o f t h e " o t h e r m a r k e t s " w i t h i n g l o b a l p l a c e m e n t s . I n . 1 9 6 4 and . 1 9 6 9 , . t h e y 

r e p r e s e n t e d 10% w i t h a t o n n a g e o f a p p r o x i m a t e l y 40 000 t o n s a n n u a l l y , and i n 1979 

t h e y r e p r e s e n t e d more t h a n o n e - t h i r d o f t o t a l s a l e s a b r o a d , a n d t h e i r vo lume r o s e 

a b o v e 350, 000 t o n s . U n d o u b t e d l y , t h e s e a r e t h e m a r k e t s w h i c h a b s o r b e d t h e b u l k o f 

t h e s u b s t a n t i a l i n c r e a s e i n p r o d u c t i o n a n d e x p o r t s o f c o p p e r f r o m C h i l e i n t h e 1970s . 

The s p e c i f i c . a r e a s w h i c h . e x p l a i n t h e l a r g e g r o w t h i n s a l e s . a r e B r a z i l , J a p a n and 

C h i n a . T h e s e t h r e e c o u n t r i e s , w h i c h i n 1970 b o u g h t a p p r o x i m a t e l y 30 000 t o n s f r o m 

t h e l a r g e - s c a l e c o p p e r m i n i n g i n d u s t r i e s , a b s o r b e d a l t o g e t h e r a p p r o x i m a t e l y 

300 000 t o n s i n 1979 . 
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. . . . . . . .. T a b l e 18 , . 

PR INC IPAL EXPORT'MARKETS FOR CHILEAN COPPER, 1929 -1979 

( T h o u s a n d s o f t o n s ) 

U n i t e d 
S t a t e s 

W e s t e r n 
E u r o p e 

O t h e r s T o t a l 

1929 
Thousands o f t o n s . 
P e r c e n t a g e 

1936 
Thousands o f t o n s 
P e r c e n t a g e 

1940 
Thousands o f t o n s 
P e r c e n t a g e 

1945 
Thousands o f t o n s 
P e r c e n t a g e 

1946 ' 
Thousands o f t o n s 
P e r c e n t a g e .. 

1954 . 
Thousands o f t o n s 
P e r c e n t a g e 

1959 
Thousands o f t o n s 
P e r c e n t a g e 

1964 
Thousands o f t o n s 
P e r c e n t a g e 

1969 
T h o u s a n d s o f t o n s 
P e r c e n t a g e 

1979 • 
Thousands o f t o n s 
P e r c e n t a g e 

152*6 
4 7 . 5 

5 5 . 7 
• 21.8 

1 5 3 . 1 
46 ¿9 

3 9 7 . 4 
9 2 . 2 

1 6 9 . 2 
4.5.2 

213 .0 
60.6 

1 0 5 . 9 
2 3 . 2 

82.8 
1 7 . 9 

9 5 . 1 
18.1 

1 2 5 . 0 
1 2 . 5 

1 9 . 4 
4 . 5 

1 7 6 . 8 
4 2 . 3 

1 3 6 . 0 
3 8 . 7 

3 4 9 . 0 
7 6 . 5 

3 3 1 . 9 
7 1 . 9 

3 9 0 . 6 
7 4 . 2 

5 2 4 . 4 
5 2 . 3 

1 6 8 . 4 
5 2 . 5 

2 0 0 . 3 
7 8 . 2 

1 7 3 . 6 
5 3 . 1 

1 4 . 5 
3 . 3 

28.0 
7 . 5 

2.2 
0 . 7 

1 . 5 
0 . 3 

4 7 , 0 
10.2 

4 0 . 5 
7 . 7 

3 5 4 . 1 
3 5 . 3 

3 2 1 . 0 

2 5 5 . 7 

3 2 6 . 7 

4 3 1 . 2 

3 7 4 . 0 

3 5 1 . 2 

4 5 6 . 4 

4 6 1 . 7 

5 2 6 . 2 

1 0 0 3 . 5 

S o u r œ : 1 9 2 9 , 1936 a n d 
c o b r e , p . 195 . 

' 1945, - 1946 and 
1 9 5 9 , 1 9 6 4 , a n d 
1979 : CODELCO. 

1940 : I . A l i g á , L a , e c o n o m í a de, C h i l e y l a i n d u s t r i a , d e l . 

1954 : M. J á r a m i í l o , L a ' e c o n o m í a ' d e l c o b r e , ' p . 230 . 
1 § 6 9 : R . F rench , D a v i s , L a i m p o r t a n c i a d e l c o b r e , - p f i 31> 
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D. FORMATION OF CIPEC AND I T S EFFECT ON THE INTERNATIONAL 
RELATIONS OF THE COPPER INDUSTRY 

I n J u n e 1977 t h e I n t e r g o v e r n m e n t a l C o u n c i l o f C o p p e r E x p o r t i n g C o u n t r i e s , . C I P E C , 

w a s f o r m e d a s an a s s o c i a t i o n f o r c o n s u l t a t i o n a n d h a r m o n i z a t i o n o f d e c i s i o n s among 

c o u n t r i e s w h i c h f u l f i l l e d t w o ma in p r e r e q u i s i t e s : t h e y must b e e x p o r t e r s o f l a r g e 

amounts o f c o p p e r , a n d must b e l o n g t o t h e g r o u p o f d e v e l o p i n g c o u n t r i e s , 

. The i n i t i a t i v e r e s p o n d e d t o t h e p r o g r e s s i v e n a t i o n a l c o n s c i o u s n e s s o f t h e r o l e 

t h a t t h e e x p l o i t a t i o n o f t h e i r p r i n c i p a l r a w m a t e r i a l p l a y e d i n t h e d e v e l o p m e n t o f 

t h e s e c o u n t r i e s . I t s p r i n c i p a l p r o p o n e n t s w e r e P r e s i d e n t Kaunda o f Z a m b i a a n d 

P r e s i d e n t F r e i o f C h i l e , who s h a r e d a s p i r a t i o n s a b o u t t h e c h a n g e s t h a t s h o u l d o c c u r 

i n t h e s t r u c t u r e s o f o w n e r s h i p and c o n t r o l o f c o p p e r e x p l o i t i n g e n t e r p r i s e s i n t h e i r 

r e s p e c t i v e c o u n t r i e s • The o r g a n i z a t i o n w a s c o m p l e t e d w i t h t h e p a r t i c i p a t i o n o f P e r u 

a n d Z a i r e , w h o s e b a s i c c h a r a c t e r i s t i c s f u l l y f u l f i l l e d t h e a b o v e c r i t e r i a . 1 / 

The i n i t i a l o b j e c t i v e s s t a t e d b y t h e new o r g a n i z a t i o n w e r e d e l i b e r a t e l y v a g u e 

a n d g e n e r a l l y r e f e r r e d t o t h e e x c h a n g e o f i n f o r m a t i o n on t h e c o p p e r i n d u s t r y among 

member c o u n t r i e s , t h e 3 o i n t s t r e n g t h e n i n g o f k n o w l e d g e o f t h e i n d u s t r y a n d . t h e - c o p p e r 

m a r k e t s a n d t h e a f f i r m a t i o n o f t h e i m p o r t a n t r o l e w h i c h c o p p e r e x p l o i t a t i o n s h o u l d 

p l a y i n t h e d e v e l o p m e n t p r o c e s s o f t h e v a r i o u s c o u n t r i e s . I n f a c t , t h e p o s s i b i l i t y 

was l e f t open t h a t t h e new b o d y m i g h t ; s e t g o a l s a n d o b j e c t i v e s t o t h e e x t e n t t h a t t h e 

n e c e s s a r y c o n s e n s u s a n d a g r e e m e n t w e r e r e a c h e d a n d t h a t t h e c i r c u m s t a n c e s p e r m i t t e d . 

..M:..The e s t a b l i s h m e n t o f C IPEC was l o o k e d upon w i t h s u s p i c i o n and h o s t i l i t y on t h e . 

p a r t o f t h e t r a n s n a t i o n a l c o r p o r a t i o n s a n d a l s o b y t h e t r a d i t i o n a l b u y i n g c u s t o m e r s . 

i n t h e v a r i o u s m a r k e t s . B o t h p e r c e i v e d t h e new o r g a n i z a t i o n a s one more m a n i f e s t a t i o n 

o f t h e n a t i o n a l i s t t e n d e n c i e s w h i c h t h r e a t e n e d t o i n t e r r u p t and b r e a k down t h e 

e x i s t i n g r e l a t i o n s a n d s t r u c t u r e s w h i c h w e r e f u n c t i o n i n g t o t h e i r e n t i r e s a t i s f a c t i o n . 

T h i s o p p o s i t i o n d i d n o t h a v e many a p p a r e n t c h a n n e l s o f a c t i o n a n d l a c k e d t h e 

i n f l u e n c e n e c e s s a r y w i t h i n t h e r e s p e c t i v e g o v e r n m e n t s t o combat t h e i d e a i t s e l f . 

P e r h a p s t h e o n l y e x c e p t i o n t o t h i s was t h e r o l e p l a y e d i n t h e e a r l i e r y e a r s b y t h e 

S o c i é t é G é n é r a l e , d e s M i n e r a i s ( SGM) w i t h i n C I P E C . Due t o t h e e x i s t i n g s t r u c t u r e o f 

t h e i n d u s t r y i n Z a i r e , . . n o r m a l l y t h e d e l e g a t i o n s f r o m t h i s c o u n t r y w e r e made up o f one 

o r t w o h i g h - r a n k i n g members b e l o n g i n g t o t h e S t a t e a p p a r a t u s and t h e r e s t o f t h e 

t e c h n i c a l s u p p o r t t e am w e r e s t a f f members f r o m t h e B e l g i a n e n t e r p r i s e w h i c h 

1/ L a t e r , I n d o n e s i a w a s i n c o r p o r a t e d a s a f u l l member , a s w e r e A u s t r a l i a , 
P a p u a New G u i n e a a n d Y u g o s l a v i a a s a s s o c i a t e d members . 

/ a d m i n i s t e r e d and 
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a d m i n i s t e r e d a n d o p e r a t e d t h e c o p p e r - m i n e s i n t h e c o u n t r y . G i v e n t h e i r s p e c i f i c 

k n o w l e d g e o f t h e s u b j e c t , t h e i n f l u e n c e t h e y e x e r c i s e d w a s p r e p o n d e r a n t , a n d u s u a l l y 

t h i s i n f l u e n c e w a s u s e d i n t h e s e n s e o f r e s t r i c t i n g new i n i t i a t i v e s , d e l a y i n g a n d 

e x t e n d i n g t h e p e r t i n e n t d e c i s i o n s a n d , i n g e n e r a l , s l o w i n g down a n d m a k i n g more 

d i f f i c u l t t h e p o s s i b l e o r g a n i c d e v e l o p m e n t o f t h e i n s t i t u t i o n . 

I t i s n o t t h e p u r p o s e o f t h i s r e p o r t , a n d i t w o u l d b e p r e t e n t i o u s on o u r p a r t , 

t o make an o v e r a l l e v a l u a t i o n o f t h e e v o l u t i o n a n d t h e b e h a v i o u r o f CIPEC i n i t s 

13 y e a r s o f e x i s t e n c e . B u t we v e n t u r e t o s a y t h a t t h e e x p e c t a t i o n s and a s p i r a t i o n s 

w h i c h w e r e h o p e d f o r b y some a n d f e a r e d b y o t h e r s a t t h e b e g i n n i n g h a v e n o t come t o 

p a s s i n f a c t . 

CIPEC h a s n o t p l a y e d a s i g n i f i c a n t r o l e i n t h e w o r l d c o p p e r i n d u s t r y , n o r i n 

t h e f i e l d o f i n t e r n a t i o n a l marke t p r i c e s a n d t h e r e l a t i o n s b e t w e e n p r o d u c e r s a n d 

consumers ( i n t h e s t y l e o f O P E C ) , n o r h a s i t b e e n a d e t e r m i n i n g i n f l u e n c e i n t h e 

c h a n g i n g o w n e r s h i p s t r u c t u r e s o f t h e c o p p e r i n d u s t r y i n t h e member c o u n t r i e s . 

To s a y t h e a b o v e d o e s n o t mean t h a t t h e o r g a n i z a t i o n h a s n o t p l a y e d a n y r o l e 

i n i n t e r n a t i o n a l c i r c l e s o r w i t h i n t h e c o u n t r i e s . A t l e a s t two a r e a s may b e c i t e d i n 

w h i c h t h e c o n t r i b u t i o n o f C IPEC h a s b e e n u s e f u l f o r p a r t i c i p a n t c o u n t r i e s . 

I n t h e f i r s t p l a c e t h e r e i s n o d o u b t t h a t t h e p r o c e s s o f n a t i o n a l t a k e o v e r o f 

c o n t r o l o f t h e c o p p e r i n d u s t r y o f e a c h o f t h e f o u r c o u n t r i e s h a s b e e n s t i m u l a t e d t o 

some e x t e n t b y t h e common e x p e r i e n c e s o f t h e o t h e r s , i n a d d i t i o n t o t h e p o l i t i c a l a n d 

m o r a l s u p p o r t w h i c h t h e o r g a n i z a t i o n h a s a f f o r d e d t o t h e n a t i o n a l i z a t i o n p r o c e s s e s . 

I n t h e s e c o n d p l a c e , i n C I P E C , t h e p a r t i c i p a n t c o u n t r i e s h a v e a l r e a d y b e e n 

d e d i c a t i n g t h e m s e l v e s f o r some y e a r s t o t h e a n a l y s i s o f t h e i n t e r n a t i o n a l c o p p e r 

market and e s p e c i a l l y t o t h e mechan i sms o f p r i c e f o r m a t i o n a n d t h e l o n g - t e r m t r e n d s 

o f t h e s e p r i c e s . 

The d e c l i n e i n c o p p e r p r i c e s , f i r s t i n 1970 a n d 1971 a n d l a t e r i n 1 9 7 5 , w h i c h 

s o d i r e c t l y a f f e c t e d t h e economy o f t h e f o u r c o u n t r i e s , p r o v o k e d a common r e a c t i o n 

w h i c h p o i n t e d t o t h e n e e d t o f a c e t h e p r o b l e m c o l l e c t i v e l y a n d t a k e m e a s u r e s t o s o l v e 

i t . F o r v a r i o u s r e a s o n s , t h e c o n c r e t e m e a s u r e s t a k e n and t h e s t r a t e g i e s d e s i g n e d 

have b e e n n e i t h e r v e r y r a d i c a l n o r v e r y s u c c e s s f u l . On t h e o c c a s i o n o f t h e p r i c e 

d r o p i n 1 9 7 0 - 1 9 7 1 , t h e i n t e r n a l d e l i b e r a t i o n s o f C IPEC l e d t o t h e a p p r o v a l o f a 

d e t a i l e d scheme o f i n t e r v e n t i o n i n t h e London M e t a l s E x c h a n g e f o r w h i c h a c o m p l e x 

s y s t e m o f bank f i n a n c i n g was c o n t e m p l a t e d a s w e l l a s o p e r a t i v e m a c h i n e r y f o r 

c o - o r d i n a t i o n a n d comp lementa ry m e a s u r e s . o f p r o d u c t i o n r e g u l a t i o n . The l a c k o f 

p o l i t i c a l d e c i s i o n a t t h e l a s t m i n u t e b y some o f t h e p a r t i c i p a n t c o u n t r i e s e v e n t u a l l y 

p r e v e n t e d t h i s p l a n f r o m b e i n g c a r r i e d o u t . / L a t e r i n 



- 52 -

L a t e r , i n t h e c r i s i s o f 1 9 7 4 - 1 9 7 5 , t h e s u b j e c t came up a g a i n , a n d a f t e r 

p r o l o n g e d d i s c u s s i o n s d i r e c t i n t e r v e n t i o n i n t h e M e t a l s E x c h a n g e w a s s u g g e s t e d ; 

i n s t e a d , h o w e v e r , a r e d u c t i o n i n s a l e s b y 10% w a s f i r s t a p p r o v e d ( i n November 1 9 7 4 ) 

w h i c h w a s a f t e r w a r d s r e p l a c e d b y a r e d u c t i o n i n p r o d u c t i o n o f 15% ( i n A p r i l 1 9 7 5 ) . l / 

I t i s d i f f i c u l t t o e v a l u a t e t h e r e l a t i v e s u c c e s s o f t h e p o l i c i e s f o l l o w e d . The 

r e a l p r i c e o f c o p p e r i n 1976 g r e w b y a l m o s t 10% w i t h r e s p e c t t o 1 9 7 5 , w h i l e i n 1977 

i t e j q > é r i e n c e d a d r o p o f a b o u t 15% compared t o 1976 . To a c e r t a i n d e g r e é t h e m e a s u r e s 

a d o p t e d a n d t h e i r l a t e r s u s p e n s i o n w e r e r e f l e c t e d i n t h e p r i c e v a r i a t i o n s . What i s 

i m p o s s i b l e t o e s t a b l i s h a n d w h a t i s e s s e n t i a l f o r t h e p r o p e r e v a l u a t i o n ' o f t h e p e r i o d 

i s w h a t w o u l d h a v e h a p p e n e d i f t h e a b o v e - m e n t i o n e d a c t i o n s h a d n o t b e e n t a k e n . 

I n a n y c a s e w h a t was i n t e r e s t i n g h e r e w a s n o t t o c a l c u l a t e a p o s t e r i o r i t h e 

a d v a n t a g e s o r d i s a d v a n t a g e s o f t h e p o l i c i e s c a r r i e d o u t o r n o t . R a t h e r , t h e i n t e r e s t 

l a y i n b r i n g i n g o u t t h e r o l e b y CIPEC i n t h e s e a r e a s a n d t h e d e v e l o p m e n t o f t h e 

o r g a n i z a t i o n i t s e l f . 

I n c o n c l u s i o n , one comment, a l t h o u g h r e l a t i v e l y o b v i o u s , i s w o r t h mak ing more 

e x p l i c i t . C I P E C , l i k e a l l i n t e r n a t i o n a l b o d i e s , i s n o more t h a n t h e sum o f i t s 

component c o u n t r i e s . The f i e l d a n d e f f e c t i v e n e s s o f i t s a c t i o n u l t i m a t e l y d e p e n d 

on t h e c o n s e n s u s w i t h i n i t on o b j e c t i v e s , p o l i c i e s a n d m e t h o d s . A r e a l i s t i c 

e x a m i n a t i o n o f t h e h i s t o r y o f t h e b o d y r e v e a l s t h a t t o a l a r g e e x t e n t C I P E C * s 

p o s s i b i l i t i e s f o r a c t i o n h a v e b e e n l i m i t e d a n d o b s t r u c t e d b y t h e i d e o l o g i c a l a n d 

p o l i t i c a l d i f f e r e n c e s among t h e member c o u n t r i e s . To c i t e o n l y two a r e a s i n w h i c h 

t h i s l i m i t i s s h o w n , t h e r e i s t h e s u b j e c t o f f o r e i g n i n v e s t m e n t i n c o p p e r 

e x p l o i t a t i o n a n d t h e p r o b l e m o f i n t e r n a t i o n a l p r i c e s . 

The d i f f e r e n t c o n c e p t s a n d p o s i t i o n s o f t h e member c o u n t r i e s on t h e s e a r e a s 

make i t v e r y d i f f i c u l t t o a c h i e v e s u b s t a n t i v e c o n s e n s u s , a n d t h i s i s i n e v i t a b l y 

r e f l e c t e d i n t h e i n s i g n i f i c a n t p e r f o r m a n c e a n d p r o j e c t i o n b y CIPEC i n t h e s e a r e a s . 

1/ M e a s ù r e w h i c h w a s m a i n t a i n e d u n t i l 10 June 1976 . 

/ C h a p t e r 3 
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C h a p t e r 3 

PUBL IC P O L I C I E S ' A N D TRANSNATIONAL CORPORATIONS I N CHIUEAN COPPER 
1 9 0 0 - 1 9 7 0 : BARGAINING P O S I T I O N , BARGAINING PROCESS 

AND DISTRIBUTION OF PROFITS 

A . GENERAL AND METHODOLOGICAL BACKGROUND 

1 » O b j e c t i v e s and c o n c e p t u a l f r a m e w o r k 

The p u r p o s e o f t h i s c h a p t e r i s t o a n a l y s e c o p p e r p o l i c i e s 1/ i n C h i l e and 

t h e i r e f f e c t s , on t h e one h a n d , on t h e a c t i o n o f t r a n s n a t i o n a l c o r p o r a t i o n s ( T N C s ) 

i n v o l v e d a n d , on t h e o t h e r , on t h e d i s t r i b u t i o n o f p r o f i t s w h i c h t h e e x p l o i t a t i o n 

o f C h i l e a n c o p p e r p r o d u c e d t h r o u g h t h e p r e s e n c e o f f o r e i g n c o r p o r a t i o n s ¡ du r ing 

more t h a n h a l f a c e n t u r y , u n t i l 1970 . ,, 

The m e t h o d o l o g i c a l a p p r o a c h and p r e s e n t a t i o n o f t h i s a n a l y s i s h a v e b e e n 

d e s i g n e d b y t a k i n g i n t o c o n s i d e r a t i o n : f i r s t l y , t h a t i t s u l t i m a t e o b j e c t i v e i s 

t o e x p l a i n t h e C h i l e a n e x p e r i e n c e i n r e s p e c t o f n e g o t i a t i o n s w i t h TNCs t o o t h e r 

d e v e l o p i n g c o u n t r i e s w h i c h e x p o r t r aw m a t e r i a l s , and s e c o n d l y , t h a t on t h i s 

s u b j e c t numerous and e x h a u s t i v e a c a d e m i c r e s e a r c h h a s b e e n d o n e . Taken a s a 

w h o l e , b o t h f a c t s i n d i c a t e d t h e c o n v e n i e n c e n o t o f g o i n g more d e e p l y i n t o t h e 

s u b j e c t b u t r a t h e r o f s y s t e m a t i z i n g , c o m p l e t i n g and p r e s e n t i n g s c h e m a t i c a l l y and 

d i d a c t i c a l l y t h e c e n t r a l e l e m e n t s a n d ma in l e s s o n s o f t h e C h i l e a n e x p e r i e n c e . 

The c o n v e n i e n c e o f t h i s a p p r o a c h i s , m o r e o v e r , r e i n f o r c e d b y n o t i n g t h e 

l i t t l e a t t e n t i o n t h a t h a s b e e n p a i d t o t h e l e s s o n s o f t h e p a s t b y C h i l e i t s e l f 

i n t h e t a k i n g o f d e c i s i o n s . T h i s i s n o t s o much due t o t h e f a c t t h a t t h e " p a s t " 

o f c o p p e r p o l i c i e s h a s n o t b e e n s t u d i e d s u f f i c i e n t l y , b u t r a t h e r t h a t t h e 

r e s u l t s o f t h i s s t u d y h a v e n o t managed t o c r o s s t h e b o r d e r s o f t h e a c a d e m i c w o r l d . 

I t i s n o t s u r p r i s i n g t h a t t h i s i s s o , among o t h e r t h i n g s b e c a u s e a l a r g e p a r t o f 

t h e r e s e a r c h o n C h i l e a n c o p p e r h a s b e e n done b y f o r e i g n a c a d e m i c s . B e s i d e s , t h e 

l i t t l e s e r i o u s w o r k on t h a t s u b j e c t c a r r i e d o u t b y n a t i o n a l s g e n e r a l l y h a s n o t 

b e e n d e v e l o p e d o r p r o m o t e d b y t h e p u b l i c c o p p e r i n s t i t u t i o n s i n C h i l e b u t r a t h e r 

b y g r o u p s o f u n i v e r s i t y r e s e a r c h e r s . 2 / 

. 1/ F u r t h e r o n , t h e t e r m " c o p p e r p o l i c y " i s u n d e r s t o o d i n t h e s e n s e o f t h e 
s e t o f a c t i o n s , d e c i s i o n s and norms e s t a b l i s h e d b y t h e C h i l e a n S t a t e , i n t h e 
f r amework o f w h i c h i t s r e l a t i o n s w i t h t h e TNCs' o p e r a t i n g i n t h e l a r g e - s c a l e c o p p e r 
m i n i n g i n d u s t r y ( LCM) a r e i n s e r t e d a n d u n d e r s t o o d . -

2/ Among t h e work d e v e l o p e d b y C h i l e a n r e s e a r c h e r s , we m i g h t p o i n t o u t t h a t 
b y t h e CEP LAM ( t o d a / CEXPL'AN) g r o u p , e s p e c i a i l l y b y R i c a r d o F f r e n c h - D a v i s a n d 
E r n e s t o T i r o n i . , :Some o f t h e more i m p o r t a n t w o r k s o f t h i s ; g r o u p a n d o t h e r C h i l e a n 
s p e c i a l i s t s i s f o u n d i n R . F f r e n c h - D a v i s , E . T i r o n i , " E l c o b r e e n e l d e s a r r o l l o 
n a c i o n a l " , - C E P L A N , E d i c i o n e s N u e v a U n i v e r s i d a d , 1 9 7 4 . / F ' n a l l y t h 
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F i n a l l y t h e " e r r o r s " o f t h e p a s t h a v e b e e n d e t e c t e d a n d s t u d i e d b u t n o t 

i n c o r p o r a t e d i n t o t h e t a k i n g o f d e c i s i o n s . 

I f t h e a s s i m i l a t i o n o f t h e e x p e r i e n c e s t h e m s e l v e s i s n o t e a s y - a n d C h i l e i s 

c e r t a i n l y n o t t h e o n l y c a s e i n t h i s r e s p e c t - t h e a s s i m i l a t i o n o f f o r e i g n 

e x p e r i e n c e s i s e v e n l e s s s o . To i m p r o v e i n b o t h s e n s e s , i t seems i m p o r t a n t , f i r s t 

o f a l l , t o a t t e m p t t o a c h i e v e a c e r t a i n s t a n d a r d i z a t i o n i n t h e a n a l y s e s o f d i f f e r e n t 

n a t i o n a l e x p e r i e n c e s a n d , s e c o n d l y , t o s e e k s c h e m a t i c a n d s i m p l e ways t o p r e s e n t 

t h e r e s u l t s . 

I n t h i s s p i r i t , and a s e s t a b l i s h e d i n t h e g e n e r a l i n t r o d u c t i o n t o t h i s 

d o c u m e n t , t h i s c h a p t e r i s s t r u c t u r e d by t a k i n g a s a b a s i s t h e common c o n c e p t u a l 

f r a m e w o r k o f t h e i n t e r r e g i o n a l p r o j e c t on t r a n s n a t i o n a l c o r p o r a t i o n s (CEPAL/CET/ 

E S C A P / E C A ) , w h i c h i s u n d o u b t e d l y a n i n t e r e s t i n g a d v a n c e i n r e s p o n s e t o t h e 

r e q u i r e m e n t s f o r s t a n d a r d i z a t i o n and s y s t e m a t i z a t i o n p r o p o s e d e a r l i e r . 

The a p p r o a c h i n q u e s t i o n d i s t i n g u i s h e s t h r e e main e l e m e n t s i n t h e n e g o t i a t i o : i. 
b e t w e e n d e v e l o p i n g c o u n t r i e s and t h e TNCs : t h e b a r g a i n i n g p o s i t i o n , t h e b a r g a i n i n g 

p r o c e s s and t h e d i s t r i b u t i o n o f t h e r e s u l t i n g p r o f i t s . I n t u r n , t h e b a r g a i n i n g 

p o s i t i o n i s composed o f f o u r t y p e s o f f a c t o r s : f a c t o r s r e l a t i v e t o t h e h o s t 

c o u n t r y , f a c t o r s r e l a t i v e t o t h e t r a n s n a t i o n a l c o r p o r a t i o n , f a c t o r s r e l a t i v e t o 

t h e n a t u r e o f t h e b a s i c p r o d u c t i n q u e s t i o n a n d f a c t o r s r e l a t i v e t o t h e 

i n t e r n a t i o n a l e n v i r o n m e n t i n w h i c h t h e n e g o t i a t i o n t a k e s p l a c e . 

T a k i n g i n t o c o n s i d e r a t i o n some a s p e c t s o f t h e C h i l e a n c a s e w i t h r e s p e c t t o 

c o p p e r , i n some o p e r a t i o n a l r e s t r i c t i o n s o f t h e d e s c r i b e d m o d e l , t h e e x p o s i t i o n 

h a s b e e n a r r a n g e d i n t h e f o l l o w i n g m o d i f i e d f o r m . 

I n an i n i t i a l s e c t i o n , some g e n e r a l and d e f i n i n g e l e m e n t s o f t h e b a r g a i n i n g 

s i t u a t i o n b e t w e e n C h i l e a n d t h e c o p p e r c o r p o r a t i o n s a r e d e s c r i b e d and a n a l y s e d . 

T h i s s e c t i o n e s t a b l i s h e s , f i r s t o f a l l , t h e f a c t o r s r e l a t i v e t o t h e n a t u r e o f t h e 

s p e c i f i c r aw m a t e r i a l i n q u e s t i o n , p u t t i n g e m p h a s i s on some a s p e c t s p e c u l i a r t o 

t h e m a r k e t and t h e i n t e r n a t i o n a l c o p p e r i n d u s t r y . S e c o n d l y , some h i s t o r i c a l a n d 

g e n e r a l e c o n o m i c b a c k g r o u n d i s d e s c r i b e d f o r t h e C h i l e a n c a s e w h i c h , i n some 

m e a s u r e , d i s t i n g u i s h e s i t f r o m o t h e r c a s e s , a n d w h i c h i s a key e l e m e n t i n t h e 

u n d e r s t a n d i n g o f t h e r e l a t i o n s h i p b e t w e e n t h e c o u n t r y a n d t h e TNCs i n t h e e n t i r e 

p e r i o d a n a l y s e d . I n the f o l l o w i n g s e c t i o n s , c o p p e r p o l i c i e s i n C h i l e a r e a n a l y s e d 

b y p e r i o d s , s t u d y i n g f o r ea.ch o n e t h e i n t e r n a t i o n a l s i t u a t i o n , t h e d o m e s t i c 

s i t u a t i o n ' o f t h e c o u n t r y a n d t h e p u b l i c p o l i c i e s c a r r i e d o u t , t h e l o c a l a n d 

/ i n t e r n a t i o n a l s i t u a t i o n 
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i n t e r n a t i o n a l s i t u a t i o n ' o f t h e T N C s ' a n d i t s relationship t o p u b l i c - p o l i c i e s a n d , 

f i n a l l y , t h e " r e s u l t s o f ' t h è p o l i c i e s i n terras o f - t h e d i s t r i b u t i o n o f p r o f i t s ( i n 

a g e n e r a l s e n s e ) , 

- I n e s t a b l i s h i n g t h é p e r i o d s , we do n o t ' i n t e n d t o make h i s t o r y b u t o n l y t o 

e v a l u a t e t h e r e s u l t s o f t h e d i f f e r e n t t y p e s o f p o l i c i e s i n v a r i o u s c i r c u m s t a n c e s , 

and t o i n v e s t i g a t e t h e c a u s a l ' f a c t o r s d e t e r m i n i n g t h è s e r e s u l t s . 

I n t o t a l a g r e e m e n t w i t h t h e c o n c e p t u a l f r a m e w o r k o f t h e o v e r a l l p r o j e c t , 

t h e ma in t h e s i s t o b e p r o v e d i n t h e stu<fy o f t h e C h i l e a n e x p e r i e n c e i s t h a t t h e 

u n d e r s t a n d i n g o f t h e r e l a t i o n s h i p s b e t w e e n d e v e l o p i n g c o u n t r i e s a n d TNCs c a n n o t 

b e a c h i e v e d i n t h e c o n t e x t o f t h e s i m p l i f i e d n e o c l a s s i c a l m o d e l o f t h e f i r m a n d 

t h e m a r k e t s . 

The t r a n s n a t i o n a l c o r p o r a t i o n c l e a r l y d o e s n o t b e h a v e l i k e t h e a t o m i s t i c 

f i r m o p e r a t i n g i n à p e r f e c t l y c o m p e t i t i v e m a r k e t . N o r d o e s i t r e s p o n d t o t h é 

e c o n o m i c c o n d i t i o n s and p u b l i c p o l i c i e s i n t h e c o u n t r i e s i n w h i c h i t o p e r a t e s i n 

t h e way i n w h i c h d o m e s t i c f i r m s d o . l / Thé t r a n s n a t i o n a l c o r p o r a t i o n o p e r a t e s b y 

o p t i m i z i n g i t s o p e r a t i o n s g l o b a l l y , a n d t h i s c o n d i t i o n s t h e e f f e c t s o f p u b l i c 

p o l i c i e s on t h e b e h a v i o u r o f t h e s e e n t e r p r i s e s , e s p e c i a l l y i n some u n d e r d e v e l o p e d 

c o u n t r i e s , i n a d d i t i o n , t h e l a r g e i n t e r n a t i o n a l f i r m r e a c t s n o t o n l y t o e c o n o m i c 

f a c t o r s b u t a l s o t o p o l i t i c a l o n e s . O b v i o u s l y , t h e p u b l i c p o l i c i e s a r e e v a l u a t e d 

b y t h e s e e n t e r p r i s e s n o t o n l y i n t e rms o f t h e o r e t i c a l a t t r a c t i v e n e s s , i n a s t a t i c 

w a y , b u t a l s o i n t e r m s o f t h e p o l i t i c a l c r e d i b i l i t y and t h e c o n s e q u e n t p e rmanence 

o f t h e s e p o l i c i e s i n t h e l o n g r u n . 

M o r e o v e r , t h e a c t i o n s o f t h e TNCs a r e n o t s e p a r a b l e , a t l e a s t i n t h e l o n g 

r u n , f r o m t h e e v o l u t i o n o f t h e i n t e r n a t i o n a l s y s t e m a s a w h o l e , a n d f r o m t h e 
t • * • * t, . . . . t , • ^ 

s i t u a t i o n , w i t h i n t h i s p r o c e s s , o f t h e c e n t r a l c o u n t r i e s w h e r e t h e hub o f t h e s e 

r e s p e c t i v e e x p a n s i o n p r o c e s s e s i s l o c a t e d . 

I n a d d i t i o n , t h e p u b l i c p o l i c i e s i n t h e p e r i p h e r a l c o u n t r i e s c a n n o t b e 

u n d e r s t o o d , e x c e p t i n r e l a t i o n s h i p t o t h e o v e r a l l p o l i t i c a l a n d e c o n o m i c - p r o c e s s e s 

i n t h e s e c o u n t r i e s , t h e i r r e l a t i o n s h i p w i t h -the e v o l u t i o n o f - t h e i n t e r n a t i o n a l 

s y s t e m as- a w h o l e , and t h e , d y n a m i c - r e l a t i o n s h i p b e t w e e n t h e - h o s t S t a t e a n d t h e 1 

T N C s - o p e r a t i n g i n t h e c o u n t r y - . ' • r " : • ' • 

1/ T h e o d o r e M ò r a n , M u l t i n a t i o n a l C o r p o r a t i o n s and t h e P o l i t i c s o f Dependences 
C o p p e r i n C h i l e , P r i n c e t o n U n i v e r s i t y P r e s s , 1 9 7 4 , p p . 5 - 6 . - ' 

/ F i n a l l y , we 
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F i n a l l y , we s h o u l d b e a r , i n mind t h a t t h e TNC f r e q u e n t l y c e a s e s t o b e a 

p u r e l y e c o n o m i c e n t i t y , e s p e c i a l l y i n t h e p e r i p h e r a l c o u n t r i e s , b e c o m i n g i n s t e a d 

an i m p o r t a n t a c t o r i n t h e p o l i t i c a l l i f e o f t h e s e c o u n t r i e s . 

A l l . t h e a b o v e i s s e e n i n t h e e x a m i n a t i o n o f c o p p e r p o l i c i e s i n C h i l e , t h e i r 

e f f e c t s on t h e b e h a v i o u r o f t h e TNCs a n d - t h e , r e s u l t s i n t e rms o f t h e d i s t r i b u t i o n 

o f p r o f i t s b e t w e e n t h e - compan ie s and t h e c o u n t r i e s . 

I n t h i s s e n s e , t h e c a s e o f C h i l e a n c o p p e r i s a c l e a r v a l i d a t i o n o f t h e 

dynamic n e g o t i a t i o n m o d e l , w i t h t h e h i s t o r i c a l a n d s t r u c t u r a l components w h i c h we 

h a v e a d d e d i n t h i s d o c u m e n t . 1 / 

To t e r m i n a t e t h i s m e t h o d o l o g i c a l i n t r o d u c t i o n , two d e f i c i e n c i e s i n t h e 

a n a l y s i s s h o u l d b e m e n t i o n e d . F i r s t l y , i t e x c l u d e s t h e s t u d y o f t h e d o m e s t i c 

d i s t r i b u t i o n o f t h e r e t u r n s w h i c h t h e c o u n t r y o b t a i n s f r o m i t s n e g o t i a t i o n w i t h 

TNCs i n t h e c o p p e r s e c t o r . S e c o n d l y , t h e r e l a t i o n s h i p b e t w e e n p u b l i c p o l i c i e s 

a n d t h e e v o l u t i o n o f s o c i a l c o n f l i c t s w i t h i n t h e c o u n t r y i s e s t a b l i s h e d o n l y . 

p a r t i a l l y . I n b o t h c a s e s t h e r e a s o n i s s i i r p l y t h a t i f t h e s e t o p i c s w e r e i n c l u d e d , 

t h e w o r k w o u l d n e c e s s a r i l y b e c o n v e r t e d i n t o an i n t e r p r e t a t i o n o f t h e e v o l u t i o n 

o f C h i l e a n s o c i e t y a s a w h o l e i n t h i s c e n t u r y , i n t e r a l i a , f o r t h e c e n t r a l r o l e 

w h i c h c o p p e r h a s p l a y e d i n t h e n a t i o n a l economy a n d p o l i t i c s s i n c e t h e a p p e a r a n c e 

o f t h e f o r e i g n c o r p o r a t i o n s i n C h i l e a n c o p p e r a t t h e b e g i n n i n g o f t h e c e n t u r y . 

2 . G e n e r a l c h a r a c t e r i z a t i o n o f t h e b a r g a i n i n g p o s i t i o n 

We w i l l b r i e f l y d e s c r i b e i n t h i s s e c t i o n some g e n e r a l , d e f i n i n g e l e m e n t s . 

o f t h e s i t u a t i o n a n d t h e p r o c e s s o f n e g o t i a t i o n b e t w e e n t h e C h i l e a n S t a t e a n d t h e 

TNCs i n c o p p e r . T h e s e c h a r a c t e r i s t i c f a c t o r s a r e g e n e r a l i n t h e s e n s e t h a t t h e i r 

i m p a c t on t h e r e l a t i o n s h i p b e t w e e n t h e S t a t e a n d t h e c o r p o r a t i o n s i s f e l t on a l l 

p e r i o d s and p o l i c i e s r e v i e w e d . 

1/ The i n c o r p o r a t i o n o f h i s t o r i c a l a n d s t r u c t u r a l components i n t o t h e 
dynamic n e g o t i a t i o n m o d e l i s i n t e n d e d t o a d e p t t h e c r i t i q u e a n d p r o p o s a l a s 
f o r m u l a t e d i n : C a r l o s F o r t i n , " T h e S t a t e , HNCs a n d N a t u r a l R e s o u r c e s i n L a t i n 
A m e r i c a " , i n IDS B u l l e t i n , J u l y 1 9 7 7 , v o l . 9 , N o . 1 . F o r t i n h o l d s t h a t t h e 
" w e a k n e s s ( o f t h e b a r g a i n i n g m o d e l ) l i e s i n i t s f a i l u r e t o r e l a t e t h e a b s t r a c t 
p o w e r and l e a r n i n g p r o c e s s e s i t d e s c r i b e s t o t h e c o n c r e t e c o n t e m p o r a r y d e v e l o p m e n t 
o f t h e w o r l d c a p i t a l i s t s y s t e m a n d i t s i m p l i c a t i o n s f o r t h e n a t u r a l r e s o u r c e 
i n d u s t r i e s . I t d o e s n o t p l a c e t h e r e l a t i o n s b e t w e e n f o r e i g n i n v e s t o r s and h o s t 
g o v e r n m e n t s w i t h i n t h e c o n t e x t o f t h e c h a n g i n g r e l a t i o n s b e t w e e n t h e c e n t r e a n d 
t h e p e r i p h e r y o f t h e c a p i t a l i s t sys t f em, and t h e i r ' i n t e r n a l ' e x p r e s s i o n i n t h e 
l a t t e r " ( p . 4 9 ) . 

/ A l t h o u g h t h e 
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A l t h o u g h t h e m a j o r i t y o f t h e s e f a c t o r s a r e w i d e l y k n o w n , i t seems i m p o r t a n t 

t o s t a i t e - t h e m h e r e f o r t h e p u r p o s e o f c l a r i f y i n g t h e s p e c i f i c d e t a i l s , f i r s t i n 

t h e c a s e o f c b p p e r and s e c o n d l y i n t h e c a s e o f C h i l e » I n t h e g e n e r a l s p i r i t o f 

t h e w o r k , t h i s s h o u l d a i d i n d i s t i n g u i s h i n g b e t w e e n w h a t i s a p p l i c a b l e a n d -what 

i s n o t a p p l i c a b l e * to ' t h e e x p e r i e n c e s o f o t h e r raw. m a t e r i a l s a n d o f o t h e r c o u n t r i e s . 

( a ) F a c t o r s r e l a t i v e t o t h e n a t u r e o f t h e p r o d u c t , i t s m a r k e t a n d t h e p r o d u c t i o n 

p r o c e s s 

( i ) C o p p e r a s a s t r a t e g i c p r o d u c t . The f i r s t f a c t o r o f t h i s t y p e w h i c h p l a y s 

a c r u c i a l r o l e , i n t h e e n t i r e h i s t o r y o f t h e r e l a t i o n s h i p b e t w e e n t h e S t a t e a n d 

f o r e i g n e n t e r p r i s e s i n C h i l e a n c o p p e r , i s t h e s t r a t e g i c n a t u r e o f t h i s m e t a l . 

A l t h o u g h t h e p e r c e n t a g e - o f w o r l d c o n s u m p t i o n o f Gopper d i r e c t l y a t t r i b u t a b l e t o 

t h e d e f e n c e i n d u s t r y i s v e r y l o w ( l e s s t h a n 4 % ) , t h e s e c u r i t y o f s u p p l y i n t i m e s 

o f w a r i s o f f u n d a m e n t a l i m p o r t a n c e f o r t h e s u p e r p o w e r s . T h i s m e a n s , f i r s t o f a l l , 

t h a t t h e i n t e r n a t i o n a l m a r k e t i s v e r y s e n s i t i v e t o s i t u a t i o n s o f t h i s n a t u r e . 

S e c o n d l y , t h i s e x p l a i n s i n l a r g e m e a s u r e t h e s t i m u l u s w h i c h i n v a r i o u s p e r i o d s 

t h e p o s i t i o n s o f t h e c e n t r a l c o u n t r i e s h a v e p r o v i d e d t o t h e s e a r c h . . f o r new a n d 

s a f e s o u r c e s o f s u p p l y T h i r d l y , t h e s t r a t e g i c riature" o f c o p p e r h a s meant t h a t 

t h e Government o f t h e U n i t e d S t a t e s h a s g e n e r a l l y i n t e r v e n e d i n t h e c o p p e r m a r k e t s 

d u r i n g t h e p e r i o d s i n w h i c h i t h a s d i r e c t l y p a r t i c i p a t e d i n c o n f l i c t s . T h i s f a c t 

i s c r u c i a l l y i m p o r t a n t i n u n d e r s t a n d i n g t h e e v o l u t i o n o f t h e r e l a t i o n s h i p b e t w e e n 

t h e S t a t e and t r a n s n a t i o n a l c o r p o r a t i o n s i n C h i l e a n d , e s p e c i a l l y , t h e d e v e l o p m e n t 

o f t h e c o n c e p t o f e c o n o m i c d e p e n d e n c e w i t h i n t h e C h i l e a n s o c i e t y . 

( i i ) The e x i s t e n c e o f a c o m p e t i t i v e m a r k e t o f r e f e r e n c e . An i m p o r t a n t 

c h a r a c t e r i s t i c i n t h e c a s e o f c o p p e r , w h i c h t o v a r y i n g d e g r e e s i s t r u e a l s o i n 

t h e c a s e o f o t h e r m i n e r a l s , i s t h a t a t t h e w o r l d l e v e l t h e r e a r e t w o m a r k e t s : t h e 

m a r k e t o f U n i t e d S t a t e s p r o d u c e r s , h i g h l y o l i g o p o l i z e d , a n d t h e f r e e m a r k e t , 

r e p r e s e n t e d - d e s p i t e i t s m a r g i n a l c h a r a c t e r - b y t h e Londori M e t a l s E x c h a n g e ( lme) . 

T h i s f a c t h a s a l s o b e e n c r u c i a l f o r t h e e v o l u t i o n o f t h e b a r g a i n i n g p o s i t i o n and 

p r o c e s s i n C h i l e , i n t e r a l i a b e c a u s e i t h a s made i t p o s s i b l e t o e v a l u a t e t h e 

e f f e c t s - i n t e r n s o f l o s s o f e a r n i n g s - o f t h e f a c t t h a t C h i l e a n c o p p e r was 

i n t e g r a t e d i n t o t h e o l i g o p o l i s t i c s t r u c t u r e o f t h e U n i t e d S t a t e s m a r k e t . 

I n a d d i t i o n , i n c o n n e x i o n w i t h t h e l o s s o f p o w e r o f t h e c a r t e l o f U n i t e d 

S t a t e s p r o d u c e r s a f t e r t h e S e c o n d W o r l d W a r , t h e s o - c a l l e d f r e e m a r k e t h a s become 

i n c r e a s i n g l y i m p o r t a n t a t t h e w o r l d l e v e l . I f we a d d t o t h i s t h e f a c t t h a t i n 

/ t h e i n t e r n a t i o n a l 
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t h e i n t e r n a t i o n a l c o p p e r i n d u s t r y , e x c l u d i n g t h e U n i t e d S t a t e s , t h e r e i s l i t t l e 

v e r t i c a l i n t e g r a t i o n i n t h e r e f i n e d c o p p e r m a r k e t , we s e e a m a r k e t s c e n a r i o w h i c h 

i s f a i r l y c o m p e t i t i v e a n d t h u s f a v o u r a b l e t o t h e p r o c e s s e s o f g r o w i n g - n a t i o n a l 

c o n t r o l o v e r t h e m a r k e t i n g f u n c t i o n o f t h i s m e t a l . 

( i i i ) The n a t u r e o f i n v e s t m e n t p r o j e c t s i n c o p p e r m i n i n g . A n o t h e r e l e m e n t 

o f v i t a l i m p o r t a n c e t o an u n d e r s t a n d i n g o f t h e p r o c e s s e s o f n e g o t i a t i o n i n t h e 

e x p l o i t a t i o n o f c o p p e r i n p e r i p h e r a l c o u n t r i e s i s t h e s i z e , c h a r a c t e r and u s e f u l 

l i f e o f t h e i n v e s t m e n t s i n v o l v e d . I n ' g e n e r a l , t h e s e a r e p r p j e c t s w h i c h i m p l y 

l a r g e i n f l u x e s o f i n i t i a l c a p i t a l , w h i c h h a v e a l o n g m a t u r a t i o n p e r i o d f o r t h e 

i n v e s t m e n t s and a g e n e r a l l y v e r y e x t e n s i v e u s e f u l l i f e a n d w h i c h , f o r v a r i o u s 

r e a s o n s , t e n d t o t a k e t h e f o r m o f f o r e i g n e n c l a v e s . To t h i s m i g h t b e a d d e d , 

m a i n l y i n t h e i n i t i a l s t a g e s o f t h e p r o j e c t - e x p l o r a t i o n a n d p r o s p e c t i n g - t h a t 

t h e r e i s a c o n s i d e r a b l e d e g r e e o f u n c e r t a i n t y i n r e s p e c t o f t h e q u a l i t y a n d 

q u a n t i t y o f t h e r e s e r v e s . 

( b ) F a c t o r s r e l a t i v e t o t h e s p e c i f i c c o n d i t i o n s i n w h i c h t h e r e l a t i o n s h i p 
b e t w e e n f o r e i g n e n t e r p r i s e s and t h e C h i l e a n S t a t e b e g a n 

H e r e we w i l l p o i n t o u t o n l y /three a s p e c t s , o f t h e C h i l e a n s i t u a t i o n w h i c h 

p l a c e a d i s t i n c t i v e m a r k , a l t h o u g h n o t n e c e s s a r i l y e x c l u s i v e , o n t h e a p p e a r a n c e 

o f TNCs i n C h i l e a n c o p p e r . These t h r e e a s p e c t s w e r e u n d o u b t e d l y d e t e r m i n i n g 

f a c t o r s i n t h e h i s t o r y o f t h e r e l a t i o n s h i p b e t w e e n t h e S t a t e a n d t h e c o r p o r a t i o n s 

up t o n o w . , 

( i ) The t w o f o r e i g n c o r p o r a t i o n s w h i c h t o o k c o n t r o l and s t i m u l a t e d , t h e 

d e v e l o p m e n t o f . the l a r g e c o p p e r mines i n C h i l e i n t h e f i r s t t h r e e d e c a d e s o f t h e 

c e n t u r y - A n a c o n d a a n d K e n n e c o t t - w e r e i n t u r n t h e two l a r g e s t f i r m s i n t h e 

i n t e r n a t i o n a l c o p p e r i n d u s t r y , and w e r e among t h e l a r g e s t i n t h e w o r l d . 

( i i ) The t w o l a r g e s t i n v e s t m e n t s o f t h e s e c o r p o r a t i o n s i n C h i l e f o u n d e d 

t h e two l a r g e s t m i n e s i n t h e w o r l d - e a c h one o f i t s t y p e - a s i t u a t i o n w h i c h , i s 

s t i l l t r u e t o d a y . C h u q u i c a m a t a i s t h e l a r g e s t o p e n . p i t c o p p e r mine i n t h e w o r l d , 

a n d E l T e n i e n t e i s t h e l a r g e s t u n d e r g r o u n d mine i n t h e w o r l d . A t t h e same t i m e , 

t h e s t a n d a r d s o f f i n e n e s s o f t h e s e mines a r e e v e n t o d a y much h i g h e r t h a n t h e w o r l d 

a v e r a g e , and e s p e c i a l l y t h a n t h o s e o f t h e b i g g e s t p r o d u c e r i n t h e w o r l d s . t h e 

U n i t e d S t a t e s . I n 1 9 7 8 , t h e S t a n d a r d o f f i n e n e s s o f t h e e x t r a c t e d o r e w a s 2.1% 

f o r C h u q u i c a m a t a a n d 1 .5% f o r E l T e n i e n t e , w h i l e i n , t h e U n i t e d S t a t e s many mines 

h a v e t o d a y d r o p p e d t o 0 . 5 % . F i n a l l y , t h e r e s e r v e s o f t h e s e mines w e r e and s t i l l 

a r e e n o r m o u s . E l T e n i e n t e , w i t h e s t i m a t e d r e s e r v e s i n 1977 ( p r o v e n and p r o b a b l e ) 

/ a t 4 3 . 9 
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a t 4 3 . 9 m i l l i o n t o n s o f c o p p e r c o n t e n t w i t h an a v e r a g e s t a n d a r d o f f i n e n e s s o f 

1 . 0 7 % , a c c o u n t s f o r a b o u t 10% o f t o t a l w o r l d r e s e r v e s . The C h u q u i c a m a t a r e s e r v e s 

t h e same y e a r r e a c h e d 1 8 . 1 m i l l i o n t o n s o f c o p p e r c o n t e n t , w i t h an a v e r a g e 

s t a n d a r d o f f i n e n e s s o f 1 . 1 8 % . l / 

As a r e s u l t o f t h i s s e t o f c h a r a c t e r i s t i c s - s i z e a n d r i c h n e s s o f r e s e r v e s 

a n d s c a l e o f p r o d u c t i o n - t h e p r o f i t a b i l i t y o f t h e s e p r o j e c t s i n t h e i n i t i a l and 

l a t e r s t a g e s w a s s p e c t a c u l a r , a n d t h e y a r e s t i l l t o d a y - m o r e - t h a n 50 y e a r s l a t e r -

e x t r a o r d i n a r i l y p r o f i t a b l e b u s i n e s s e s w i t h a l o n g l i f e a h e a d o f them. T h i s 

p r i v i l e g e d s i t u a t i o n h a s u n d o u b t e d l y b e e n , t h r o u g h o u t t h e p e r i o d e x a m i n e d , a 

h i g h l y p o s i t i v e . f a c t o r f o r t h e b a r g a i n i n g p o w e r o f t h e S t a t e o f C h i l e . 

( i i i ) The f o r e i g n c a p i t a l i n v e s t m e n t s i n v o l v e d i n t h e o p e n i n g o f t h e C h i l e a n 

c o p p e r mines w e r e a l s o s p e c t a c u l a r f o r . t h e h i s t o r i c a l p e r i o d i n w h i c h t h e y w e r e . . 

made. T h i s i s c l e a r l y r e f l e c t e d i n t h e f a c t t h a t , a s a r e s u l t o f t h e s e i n v e s t m e n t s , 

C h i l e came t o a c c o u n t f o r a b o u t 30% o f t h e v a l u e , o f a l l U n i t e d S t a t e s f o r e i g n 

i n v e s t m e n t i n L a t i n A m e r i c a , w i t h a v a l u e o f p e r c a p i t a i n v e s t m e n t t w i c e t h a t o f 

V e n e z u e l a , 4 t i m e s t h a t o f A r g e n t i n a a n d 20 t i m e s t h a t o f B r a z i l . Z / 

The f i r s t f a c t m e n t i o n e d b r i n g s o u t t h e h i e r a r c h y o f t h e " c o u n t e r p a r t " 

w i t h w h i c h t h e C h i l e a n S t a t e a n d t h e C h i l e a n s o c i e t y a s a w h o l e h a d t o n e g o t i a t e . 

The s e c o n d f a c t g i v e s on i n d i c a t i o n o f t h e s i z e o f t h e n e g o t i a t i o n a n d t h e 

p o t e n t i a l f o r c o n f l i c t i n v o l v e d i n i t . 

The t h i r d makes i t c l e a r t h a t t h e U n i t e d S t a t e s Gove rnment w o u l d n e c e s s a r i l y 

p l a y an i m p o r t a n t r o l e i n t h e dynamic o f t h e r e l a t i o n s h i p b e t w e e n t h e S t a t e and 

t r a n s n a t i o n a l c o r p o r a t i o n s i n C h i l e a n c o p p e r . 

T h e r e i s a s e r i e s o f o t h e r f a c t o r s o f a g e n e r a l n a t u r e a n d o f v i t a l 

i m p o r t a n c e i n t h e h i s t o r y o f C h i l e a n c o p p e r p o l i c i e s , w h i c h r e f e r t o t h e c r u c i a l 

i m p o r t a n c e o f c o p p e r f o r t h e C h i l e a n economy . T h e s e h a v e n o t b e e n m e n t i o n e d -

her»?., s i n c e t h e y h a v e b e e n a n a l y s e d i n d e t a i l i n t h e p r e v i o u s c h a p t e r . 

1/ The s i z e o f - a mine r e f e r s t o - i t s i n s t a l l e d p r o d u c t i 6 n c a p a c i t y a n d n o t 
t o t h e ¿rrount o f o r e , r e s e r v e s , a l t h o u g h o b v i o u s l y t h e r e i s some c o r r e l a t i o n b e t w e e n 
t h e two i n d i c a t o r s . 

2/ D a t a o b t a i n e d f r o m t h e US D e p a r t m e n t o f Commerce, " I n v e s t m e n t i n C h i l e " , 
p . 1 2 . .. . . ; . . . 

/ B . COPPER 
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B . . COPPER P O L I C I E S I N CHILE AND THEIR EFFECTS: ANALYSIS 
BY PERIODS 

I n t r o d u c t i o n 

F o r t h e p u r p o s e s o f t h i s w o r k , t h e h i s t o r y o f c o p p e r i n C h i l e b e g a n i n t h e 

f i r s t d e c a d e s o f t h e p r e s e n t c e n t u r y , f o r two v e r y i n t e r c o n n e c t e d r e a s o n s : f i r s t l y , 

b e c a u s e o n l y i n t h i s c e n t u r y d i d c o p p e r m i n i n g i n C h i l e r e a c h t h e c a t e g o r y o f 

' l a r g e - s c a l e m i n i n g ' a n d , s e c o n d l y , b e c a u s e t h e t r a n s n a t i o n a l c o r p o r a t i o n s a p p e a r e d 

i n C h i l e b e g i n n i n g i n 1 9 0 0 . 

The h i s t o r y o f c o p p e r i n C h i l e b e t w e e n 1900 a n d 1970 can b e s e p a r a t e d i n t o 

two l a r g e p e r i o d s w h i c h a r e , h o w e v e r , d i f f i c u l t t o s e p a r a t e p r e c i s e l y . The f i r s t 

i s t h e p e r i o d o f d e n a t i o n a l i z a t i o n o f c o p p e r m i n i n g , t h a t o f t h e a p p e a r a n c e and 

e x p a n s i o n o f t h e a c t i v i t i e s o f t h e t r a n s n a t i o n a l c o r p o r a t i o n s . The s e c o n d c o u l d 

b e d e f i n e d a s t h e l o n g a n d g r a d u a l p r o c e s s o f i n c r e a s e i n n a t i o n a l c o n t r o l o v e r 

t h e s u r p l u s e s and m a j o r d e c i s i o n s i n t h e C h i l e a n c o p p e r s e c t o r . 

The f i r s t p e r i o d h a s a l s o b e e n d e f i n e d a s t h a t o f l a i s s e z - f a i r e 9 • w h i c h i s 

i n n o w a y s u r p r i s i n g i f we c o n s i d e r t h e s t a t e o f d e v e l o p m e n t o f t h e p o l i t i c a l , 

s o c i a l a n d e c o n o m i c s t r u c t u r e s i n t h e p e r i p h e r a l c o u n t r i e s i n t h e f i r s t t h r e e 

d e c a d e s o f t h e c e n t u r y . I n any c a s e , f r o m t h e p o i n t o f v i e w o f t h i s w o r k , t h i s 

p e r i o d i s n o t o f m a j o r d i r e c t i n t e r e s t . I n f a c t , i t i s d i f f i c u l t t o s p e a k o f 

c o p p e r p o l i c y d u r i n g t h i s p h a s e o f C h i l e r s d e v e l o p m e n t . 

H o w e v e r , t h e a n a l y s i s o f t h i s p e r i o d i s i m p o r t a n t b e c a u s e d u r i n g t h i s t i m e 

t h e i n i t i a l c o n d i t i o n s o f t h e r e l a t i o n s h i p b e t w e e n t h e C h i l e a n S t a t e and t h e TNCs 

w e r e d e f i n e d . 

V a r i o u s a u t h o r s h a v e f i x e d t h e e n d o f t h i s p e r i o d a t d i f f e r e n t y e a r s . 

S t r i c t l y s p e a k i n g , t h e d i f f e r e n c e s s h o u l d b e u n d e r s t o o d i n s t e a d i n r e l a t i o n s h i p 

t o t h e b e g i n n i n g o f t h e f o l l o w i n g p e r i o d . F o r s o m e , t h e y e a r o f s e p a r a t i o n i s 

1 ^ 2 5 , f o r o t h e r s 1 9 3 4 . T o r r e a s o n s w h i c h w i l l b e e x p l a i n e d l a t e r i n t h i s w o r k , 

i.:ha y e a r 1939 w a s c h o s e n t o s e p a r a t e t h e p e r i o d o f d e n a t i o n a l i z a t i o n a n d l a i s s e z -

f r o m t h e p e r i o d o f p r o g r e s s i v e n a t i o n a l i z a t i o n . 

T h i s s e c o n d p e r i o d , f r o m w h i c h l e s s o n s may b e drawn i n a l t e r n a t i v e p o l i c i e s , 

s h o u l d i n t u r n b e s e p a r a t e d i n t o s u b p e r i o d s . T h i s s u b d i v i s i o n a l s o h a s p r e c i s e 

l i i i i i t s a c c e p t e d b y c o n s e n s u s . The f i r s t o f t h e s e g o e s f r o m 1939 t o 1 9 5 5 , t h e 

y e a r i n w h i c h a t e m p o r a r y r e v e r s a l o c c u r r e d i n t h e t r e n d t o w a r d s g r e a t e r n a t i o n a l 

c o n t r o l ; t h e s e c o n d p e r i o d g o e s f r o m 1955 t o 1 9 6 4 , t h e y e a r i n w h i c h t h e 

/ C h i l e a n i z a t i o n p r o c e s s 
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C h i l e a n i z a t i o n p r o c e s s b e g a n ; t h e t h i r d g o e s f r o m 1964 t o 1 9 7 0 , o r u n t i l t h e s t a g e 

o f t o t a l n a t i o n a l i z a t i o n o f t h e c o p p e r m i n i n g , i n d u s t r y . 

I n t h e f o l l o w i n g s e c t i o n ? we w i l l a n a l y s e a l l t h e p e r i o d s and s u b p e r i o . d s 

d e s c r i b e d a c c o r d i n g t o t h e o u t l i n e p r o p o s e d i n t h e m e t h o d o l o g i c a l i n t r o d u c t i o n , 

t h a t i S j c h a r a c t e r i z i n g f o r e a c h p e r i o d , t h e d o m e s t i c s i t u a t i o n a n d t h e p u b l i c 

p o l i c y , t h e s i t u a t i o n o f t h e t r a n s n a t i o n a l i n v o l v e d a n d t h e i r r e a c t i o n s t o t h e 

p o l i c i e s a n d t h e i n t e r n a t i o n a l e n v i r o n m e n t . A l l o f t h i s i s w i t h t h e f i n a l 

o b j e c t i v e o f e v a l u a t i n g t h e r e s u l t s o f t h e p o l i c i e s c a r r i e d o u t a n d i n t e r p r e t i n g 

them. 

1 . The p e r i o d o f d e n a t i o n a l i z a t i o n a n d ' / l a i s s e z - f a i r e ' : 1900 -1939 

( a ) The w o r l d e c o n o m i c and p o l i t i c a l c o n t e x t 1/ 

The b e g i n n i n g o f t h e t w e n t i e t h c e n t u r y marked t h e a c c e l e r a t e d e x p a n s i o n , o f 

U n i t e d S t a t e s i n v e s t m e n t s a b r o a d . I n L a t i n A m e r i c a , and p a r t i c u l a r l y i n C h i l e , 

t h e e x p a n s i o n o f t h e a c t i v i t i e s o f t h e U n i t e d S t a t e s t r a n s n a t i o n a l h a p p e n e d a t 

t h e same t i m e t h a t B r i t i s h c a p i t a l l o s t i t s r e l a t i v e p o w e r . 

Some a u t h o r s f e e l t h a t d u r i n g t h i s p e r i o d t h e c e n t r a l e c o n o m i e s , e s p e c i a l l y 

t h a t o f t h e U n i t e d S t a t e s , e x p e r i e n c e d a s i t u a t i o n o f ' c a p i t a l s u r p l u s ' , w h i c h 

f o r c e d t h e e x p a n s i o n o f t h e i n v e s t m e n t p r o c e s s o u t s i d e i t s b o r d e r s . The 

c o n t r o v e r s y on t h i s s u b j e c t i s w e l l - k n o w n a n d c o m p l e x . The c o n c r e t e f a c t , h o w e v e r , 

i s t h a t d u r i n g t h i s p e r i o d an e x p a n s i o n o f t h e f i n a n c i a l m a r k e t t o o k p l a c e i n t h e 

c e n t r a l c o u n t r i e s w h i c h made i t r e l a t i v e l y e a s y t o f i n a n c e - i n s p e c i f i c 

t r a n s n a t i o n a l - t h e i n i t i a t i o n o f p r o d u c t i v e a c t i v i t i e s a b r o a d . I n a d d i t i o n , t h e 

e m a n s i o n p r o c e s s o f t h e TNCs i n t h i s p e r i o d w a s m a i n l y o r i e n t e d t o w a r d s t h e r a w 

m a t e r i a l s s e c t o r ( b a s i c a l l y m i n e r a l s a n d f u e l s ) a n d t h e p e r i p h e r y o f t h e c a p i t a l i s t 

s y s t e m : f i r s t l y , b e c a u s e t h e p r o c e s s o f e x p l o i t a t i o n o f n a t u r a l r e s o u r c e s i n t h e 

c e n t r e made t h e a v e r a g e q u a l i t y o f t h e r e s e r v e s o f t h e s e c o u n t r i e s d e t e r i o r a t e , 

and s e c o n d l y , b e c a u s e d u r i n g t h i s p e r i o d i n t h e i n d u s t r i a l i z e d n a t i o n s t h e c o n c e r n 

a r o s e f o r t h e f u t u r e s u p p l y o f ' r a w m a t e r i a l s t o f e e d - ' t h e i r "4ynamic i n d u s t r i a l 

m a c h i n e r y . ^ / 

. 1 / The a n a l y s i s o f t h e w o r l d e c o n o m i c a n d p o l i t i c a l c o n t e x t s i n t h e t h r e e 
s u b p e r i o d s a n a l y s e d i n t h i s c h a p t e r i s l a r g e l y b a s e d on t h e i n f o r m a t i o n and 
p r o p o s a l s c o n t a i n e d i n : C a r l o s F o r t i n , ' R a t i o n a l i s m and Dependence i n N a t u r a l 
R e s o u r c e s " , p r e l i m i n a r y v e r s i o n o f c h a p t e r 1 o f t h e b o o k " T h e I n t e r n a t i o n a l 
P o l i t i c s o f N a t i o n a l i z a t i o n : The C a s e o f C h i l e a n C o p p e r " ( f o r t h c o m i n g ) . 

2/ See C . F o r t i n , " N a t i o n a l i s m and Dependence i n N a t u r a l R e s o u r c e s " , o p . c i t . , 
p p . 6 - 1 0 a n d J o i n t CEPAL/CTC U n i t , TNCs i n E x p o r t O r i e n t e d . . . , o p . c i t . , p . 2 1 . 

/A q u o t a t i o n 
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A q u o t a t i o n f r o m t h e p e r i o d i l l u s t r a t e s t h i s p a r t o f t h e r a t i o n a l i t y o f 

e x p a n s i o n t o w a r d s t h e o u t s i d e , i n t h e c a s e o f c o p p e r : " I n e a r l y 1 9 1 4 , John D . R y a n , 

P r e s i d e n t o f Ama l gamated C o p p e r C o . , s a i d t o t h e Commit tee on L e g a l A f f a i r s o f t h e 

U n i t e d S t a t e s H o u s e o f R e p r e s e n t a t i v e s t h a t o f a l l t h e c o p p e r r e s o u r c e s known i t 

w o u l d a p p e a r t h a t c o p p e r i n t h i s c o u n t r y w i l l b e d e p l e t e d i n 15 y e a r s " . l / 

I n t h e s e c o n d i t i o n s , n o t o n l y d i d t h e U n i t e d S t a t e s c o r p o r a t i o n s f e e l a 

s t r o n g i m p e t u s t o f i n d new s o u r c e s o f s u p p l y , b u t a l s o t h e U n i t e d S t a t e s Government 

o p e n l y e n c o u r a g e d t h i s p r o c e s s . 2 / 

A l l o f t h e a b o v e e x p l a i n s why i n 1897 t h e p e r c e n t a g e o f U n i t e d S t a t e s f o r e i g n 

i n v e s t m e n t i n m i n i n g and o i l w a s 31%, w h e r e a s t h i s p e r c e n t a g e r e a c h e d 52% i n 

1 9 1 4 . 3 / 

F i n a l l y , t h e i n t e r n a t i o n a l cop jper i n d u s t r y c o n t i n u e d i t s s t r o n g e x p a n s i o n 

d u r i n g t h i s p e r i o d , w h i c h b e g a n i n t h e l a s t t w o d e c a d e s o f t h e n i n e t e e n t h c e n t u r y , 

b a s i c a l l y a s a r e s u l t o f t h e m a s s i v e i n c o r p o r a t i o n o f e l e c t r i c i t y i n t o t h e a d v a n c e d 

i n d u s t r i a l s y s t e m s . 4 / T h i s p r o c e s s w a s a c c o m p a n i e d b y a r e v o l u t i o n i n t h e 

t e c h n o l o g i c a l p r o c e s s e s f o r e x t r a c t i n g c o p p e r . L a r g e - s c a l e t e c h n o l o g i e s a p p e a r e d 

w h i c h made i t p o s s i b l e t o p r o f i t a b l y e x p l o i t m i n e s w i t h s t a n d a r d s o f r e f i n e m e n t 

w h i c h w e r e much l o w e r , f o r e x a n p l e , t h a n t h o s e c h a r a c t e r i z i n g t h e e x p l o i t a t i o n i n 

C h i l e , i n t h e hands o f n a t i o n a l b u s i n e s s m e n , o f s m a l l a n d m e d i u m - s i z e d mines i n 

t h e s e c o n d h a l f o f t h e n i n e t e e n t h c e n t u r y . 

T h e s e t e c h n o l o g i e s on t h e o n e h a n d , b r o u g h t w i t h them a, m o n o p o l i s t i c p o w e r 

f o r t h e l a r g e c o r p o r a t i o n s o r i g i n a t i n g o r c o n t r o l l i n g them, , a n d on t h e o t h e r , 

i n v o l v e d h e a v y i n i t i a l i n f l u x e s o f c a p i t a l , 

( b ) The d o m e s t i c s i t u a t i o n i n C h i l e and r e l a t e d f a c t o r s 

As a n t i c i p a t e d when t h e p e r i o d s w e r e e s t a b l i s h e d , t h e f i r s t d e c a d e s o f t h e 

c e n t u r y may b e c h a r a c t e r i z e d a s a t y p i c a l l a i s s e z - f a i r e p e r i o d , n o t a t a l l 

1/ M. W i l k i n s , The Emergence o f M u l t i n a t i o n a l E n t e r p r i s e : A m e r i c a n B u s i n e s s 
A b r o a d f r o m t h e C o l o n i a l E r a t o 1914 ( H a r v a r d U n i v e r s i t y P r e s s , 1 9 7 0 , p . 1 1 0 ) . 
C i t e d i n C . F o r t í n , " N a t i o n a l i s m a n d Dependence i n N a t u r a l R e s o u r c e s " , o p . c i t « , 
p . 8 . 

2/ C . F o r t í n , " N a t i o n a l i s m a n d Dependence i n N a t u r a l R e s o u r c e s " , o p . c i t . , 
t a b l e 1 , p . . 5 . 

3/ C . F o r t í n , " N a t i o n a l i s m . . . " , o p . c i t . , p . 8 . . • 
4/ See N . G i r v a n , " C o p p e r i n C h i l e : A S t u d y i n C o n f l i c t b e t w e e n C o r p o r a t e 

and N a t i o n a l E c o n o m y " , I n s t i t u t e o f S o c i a l a n d E c o n o m i c R e s e a r c h , U n i v e r s i t y o f 
W e s t I n d i e s , J a m a i c a , 1 9 7 2 , p p . 9 - 1 0 , 

/ s u r p r i s i n g a t 
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s u r p r i s i n g a t . a - t i m e when the , m a j o r i t y o f t h e c o u n t r i e s o f t h e p e r i p h e r y w e r e 

i n s e r t i n g t h e m s e l v e s i n t o t h e i n t e r n a t i o n a l c a p i t a l i s t i c s y s t e m i n a s t i J J . c o l o n i a l 

o r n e o c o l o n i a l f r a m e w o r k « S t r i c t l y s p e a k i n g , C h i l e w a s v e r y a d v a n c e d i n c o m p a r i s o n 

w i t h mos t p e r i p h e r a l c o u n t r i e s i n t h e d e v e l o p m e n t o f i t s p o l i t i c a l , s o c i a l and 

e conomic s t r u c t u r e s « T h i s d e v e l o p m e n t w a s a l r e a d y r e f l e c t e d i n t h i s same p e r i o d ® 

b u t much more c l e a r l y s o i n t h e f o l l o w i n g p e r i o d . 

The 1920s , i n C h i l e b r o u g h t t h e f i r s t indications o f t h e e m e r g e n c e o f t h e 

m i d d l e s e c t o r s a n d p o p u l a r movement on t h e p o l i t i c a l s c e n e . 1/ T h i s h a d . an i m p a c t , 

a l t h o u g h o n l y s u p e r f i c i a l l y , on t h e d i s c u s s i o n a n d d e s i g n o f c o p p e r p o l i c i e s u n t i l 

1 9 3 9 , when a v i s i b l e change o c c u r r e d i n t h e h i s t o r i c a l dynamic o f C h i l e a n s o c i e t y . 

, S t r i c t l y s p e a k i n g , t h e p e r i o d o f p e r f e c t l a i s s e z - f a i r e - i n t h e p e r s p e c t i v e 

o f t r a n s n a t i o n a l . c o r p o r a t i o n s - , l a s t e d o n l y u n t i l 1925 . U n t i l t h a t y e a r t h e payment 

o f t a x e s b y t h e s e c o r p o r a t i o n s w a s e q u a l t o g e n e r a l p a y m e n t s o f t a x e s b y C h i l e a n 

c o r p o r a t i o n s : a s c a n t 6% on p r o f i t s . 2 / T h e r e w e r e no r e s t r i c t i o n s o f any t y p e on 

p r o f i t r e m i t t a n c e s , i m p o r t s o f i n p u t s , s t r a t e g i c d e c i s i o n s , e t c . - . 

The d e g r e e o f g o v e r n m e n t a l c o n t r o l over t h e corporations wa s e x t r e m e l y l o w , 

e v e n i n t h e a r e a o f a c c o u n t i n g i n f o r m a t i o n . The way i n w h i c h t h e annua l - r e p o r t s 

o f . /ttie compan ies w e r e p r e s e n t e d makes i t d i f f i c u l t e v e n t o d a y t o a d e q u a t e l y a s s e s s 

t h e p r o g r e s s o f t h e s e compan ie s d u r i n g t h o s e y e a r s . O n l y a f t e r 1 9 2 4 , w i t h t h e 

e s t a b l i s h m e n t o f t h e S u p e r i n t e n d e n c e o f C o r p o r a t i o n s , w e r e c o n p a n i e s r e q u i r e d t o 

s t a n d a r d i z e t h e i r a n n u a l r e p o r t s and s u b m i t them t o C h i l e a n a c c o u n t i n g m e t h o d s . 

The g l o b a l c o n c e p t o f t h e p r o b l e m o f f o r e i g n i n v e s t m e n t w h i c h d o m i n a t e d t h e 

g o v e r n i n g g r o u p i n t h o s e y e a r s , p o s t u l a t e d t h a t any i n p u t o f f o r e i g n c a p i t a l i s 

b e n e f i c i a l t o t h e c o u n t r y . T r e a t i n g i t a s a n o n - r e n e w a b l e n a t u r a l r e s o u r c e w i t h 

c o m p a r a t i v e a d v a n t a g e s d i d n o t make a g r e a t d e a l o f . d i f f e r e n c e , e x c e p t , a s 

i l l u s t r a t e d i n t h e c a s e o f s a l t p e t r e a n d t h e l a t e r e v o l u t i o n o f t h e c a s e o f c o p p e r , 

when i t was v i s i b l y r e f l e c t e d i n t h e c o n p a n i e s 1 p r o f i t s . 3 / 

1/ E . L a h e r a , " P u b l i c P o l i c i e s a n d Foreign^. I n v e s t m e n t , i n L a t i n A m e r i c a : 
The C a s e s o f A r g e n t i n a and . C h i l e " , ( P h . - D . T h e s i s , , - P r i n c e t o n U n i v e r s i t y , 1 9 7 9 ) . 

2/ To t h i s s ] i o u l d b e a d d e d a s e r i e s o f i n d i r e c t , m i n o r t a x e s s u c h as t h e 
i n h e r i t a n c e t a x , , m i n i n g t a x a n d o t h e r s . As" a w h o l e , h o w e v e r , t h e t a x e s r e p r e s e n t e d 
a s m a l l p e r c e n t a g e o f t h e d i r e c t t a x . . . • 

3 / . A t t h e same t i m e , t h a t t h e c o p p e r c o r p o r a t i o n s r e c e i v e d an e x t r a o r d i n a r y 
f a v o u r a b l e t r e a t m e n t w i t h 6% - t a x a t i o n , t h e ' - s a l t p e t r e c o r p o r a t i o n s h a d t o p a y 50% 
t a x e s on p r o f i t s , C . F o r t í n , " N a t i o n a l i s m a n d D e p e n d e n c e . . . " , o p . c i t . , p . 7 . 

/ i n t h i s 
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I n t h i s c o n t e x t i t i s n o t s u r p r i s i n g t h a t u n t i l 1945 t h e f o r e i g n c o p p e r 

c o r p o r a t i o n s o p e r a t i n g i n C h i l e i n c l u d e d i n t h e i r b a l a n c e s r e s e r v e s f o r " d e p l e t i o n 

a l l o w a n c e " , a c o n c e p t d rawn f r o m U n i t e d S t a t e s m i n i n g l e g i s l a t i o n w h i c h a l l o w s a 

t a x d e d u c t i o n o f a d e t e r m i n e d amount f o r t h e d e p l e t i o n o f d e p o s i t s . 

S t r i c k l y s p e a k i n g , i t i s d i f f i c u l t t o d i s o e m w h e t h e r i n C h i l e t h e c o p p e r 

c o r p o r a t i o n s made t h i s d e d u c t i o n b e f o r e o r a f t e r c a l c u l a t i n g t a x e s . I t w o u l d 

a p p e a r t h a t , a t l e a s t s i n c e 1 9 2 5 , t h e " d e p l e t i o n a l l o w a n c e " was n o t u s e d a s a way 

o f d e c r e a s i n g t h e payment o f t a x e s b u t o n l y a s a way o f mak ing i t a p p e a r t h a t 

t h e r e w e r e f e w e r p r o f i t s i n t h e i r b a l a n c e s . 

T h i s p r e s s u r e b e g a n i n 1 9 2 5 , w i t h t h e i m p o s i t i o n o f an a d d i t i o n a l t a x o f 

6% on t h e p r o f i t s o f t h e l a r g e c o p p e r c o r p o r a t i o n s . T h i s t a x , t h e f i r s t s p e c i a l 

t a x on c o p p e r m i n i n g , was i n i t i a t e d a t t h ë t i m e w h e n - t h e Gove rnment e s t a b l i s h e d 

t h e S o c i a l R e f o r m i n C h i l e . 1 / 

•• A s e c o n d i n c r e a s e by a n o t h e r 6% i n t h é t a x r a t e o c c u r r e d i n 1 9 3 4 , b r i n g i n g 

t h e t o t a l r a t e s t o 18% on p r o f i t s . T h i s same y e a r a s p e c i a l e x c h a n g e t r e a t m e n t 

w a s e s t a b l i s h e d f o r c o p p e r m i n i n g , w h i c h r e q u i r e d t h e c o r p o r a t i o n s t o e x c h a n g e 

f o r e i g n c u r r e n c y a t a f i x e d e x c h a n g e r a t e i n o r d e r t o f i n a n c e d o m e s t i c o p e r a t i n g 

e x p e n d i t u r e s a n d w h i c h made t h e e f f e c t i v e t a x r a t e r i s e c o n s i d e r a b l y . 2 / To t h e 

e x t e n t t h a t t h e b a l a n c e - o f - p a y m e n t s p r o b l e m s p r o d u c e d a d e v a l u a t i o n i n t h e n a t i o n a l 

c u r r e n c y , t h i s e x c h a n g e mechan i sm became a r e a l e x c h a n g e t a x w i t h a c o n s i d e r a b l e 

a n d g r o w i n g i m p a c t on t h e t a x e a r n i n g s until 1 9 5 5 . 

The tax . a n d e x c h a n g e m e a s u r e s o f 1934 a r e , more t h a n t h e e x p r e s s i o n o f 

t h e d o m e s t i c s o c i a l and p o l i t i c a l e v o l u t i o n s t h e r e s u l t o f t h e s t r o n g i m p a c t 

o f t h e w o r l d d e p r e s s i o n on t h e C h i l e a n economy b e g i n n i n g i n 1 9 3 1 . The d r o p i n 

t h e v a l u e o f c o p p e r e x p o r t s was a n s w e r e d b y t h e g o v e r n m e n t i n t h é f o r m o f an 

i n c r e a s e i n t a x a t i o n . We s h o u l d b e a r i n mind i n t h i s r e s p e c t t h a t i n 1932 f o r 

t h e f i r s t t i m e c o p p e r e x p o r t s r o s e a bove t h o s e o f s a l t p e t r e . 3 / From t h i s t i m e 

o n , c o p p e r r e p l a c e d s a l t p e t r e a s t h e main s o u r c e o f f o r e i g n c u r r e n c y i n t h e 

1 / U n d e r t h e Government o f A . A l e s s a n d r i . F o r a more d e t a i l e d a n a l y s i s o f 
t h i s , p e r i o d and t h e way i n w h i c h t h e Gove rnment d e c i d e d on t h i s s p e c i a l t a x , s e e : 
C . U . , R e y n o l d s , D e v e l o p m e n t P r o b l e m s o f an. E x p o r t Economy , i n : M. M a r n a l a k i s , 

, R e y n o l d s , " E s s a y s on t h e C h i l e a n E c o n o m y " , The Economic Growth C e n t e r , Y a l e 
U n i v e r s i t y , I R W I N , 1365 . 

2/ I n t h e p e r i o d 1 9 3 5 - 1 9 3 9 , t h e e f f e c t i v e t a x r a t e r e a c h e d 29.1% w h i c h , 
c ompa red t o t h e t h e o r e t i c a l t a x r a t e o f 18%, shows t h e i m p o r t a n c e o f t h e e x c h a n g e 
t a x ( s e e t a b l e 3 o f t h e S t a t i s t i c a l A n n e x ) . 

3/ E . L a h e r a , o p . c i t . , p . 6 2 . 

/ c r i t i c a l l y d e f i c i t 
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c r i t i c a l l y d e f i c i t b a l a n c e r o f - p a y m e n t s s i t u a t i o n . . C o p p e r moved t o t h e t o p , and 

w i t h i t t h e d i s c u s s i o n on t h e p o l i c i e s a f f e c t i n g i t . . 1 

( c ) The p o s i t i o n , a n d s t r a t e g y o f t h e t r a n s n a t i o n a l ¿ / 

W i t h t h e a p p e a r a n c e o f t h e t r a n s n a t i o n a l . i n C h i l e a n c o p p e r , t h e a b o v e -

m e n t i o n e d t h r e e c e n t r a l e l e m e n t s t h e e x p a n s i o n o f t h e c a p i t a l i s t s y s t e m i n t o 

T h i r d W o r l d m i n i n g a t t h e t u r n o f t h e c e n t u r y w e r e c o m b i n e d : t h e s e a r c h f o r 

d i f f e r e n t i a l p r o f i t s , t h e a c c e s s t o new s o u r c e s o f s u p p l y and ; t h e p o s i t i o n o f o v e r -

s u p p l y i n t h e f i n a n c i a l m a r k e t s o f t h e c e n t r a l c o u n t r i e s . 

The r e l a t i v e i m p o r t a n c e o f t h e s e f a c t o r s a l s o depends on t h e s p e c i f i c 

s i t u a t i o n a n d t h e f o r m s o f b e h a v i o u r - a l s o s p e c i f i c - o f e a c h o f t h e t r a n s n a t i o n a l . 

F o r t h i s r e a s o n a s e p a r a t e a n a l y s i s i s made f o r e a c h c a s e . 

A n a c o n d a C o p p e r Company 

The a p p e a r a n c e o f Anaconda i n t h e C h i l e a n c o p p e r m i n i n g i n d u s t r y occurred 

i n 1 9 1 6 , d u r i n g t h e p e r i o d o f a c c e l e r a t e d e x p a n s i o n o f i t s w o r l d a c t i v i t i e s , w h i c h 

wen t on u n t i l t h e m i d d l e o f t h e f o l l o w i n g d e c a d e . I n 1916 A n a c o n d a b o u g h t f r o m 

W i l l i a m B r a ¿ e n , whom t h i s c o r p o r a t i o n h a d c o m m i s s i o n e d t o e x p l o r e f o r c o p p e r i n 

C h i l e , t h e P o t r e r i l l o s mine a n d e s t a b l i s h e d t h e Andes C o p p e r M i n i n g C o . W i t h a 

t o t a l i n v e s t m e n t o f a l m o s t 55 m i l l i o n d o l l a r s i n t h e f o l l o w i n g 11 y e a r s , t h e 

c o r p o r a t i o n b e g a n t o p r o d u c e o n l y i n 1 9 2 7 . 2 / 

I n a d d i t i o n , , i n . 1 9 2 3 , A n a c o n d a b o u g h t , f r o m t h e Guggenhe ims 51% o f t h e 

c a p i t a l o f t h e C h i l e E x p l o r a t i o n Co . ( C H I L E X ) , w h i c h w a s e x p l o i t i n g t h e C h u q u i c a m a t a 

d e p o s i t . T o p a y t h e 77 m i l l i o n . d o l l a r s w h i c h C h u q u i c a m a t a c o s t A n a c o n d a , c r e d i t s 

w e r e o b t a i n e d i n t h e U n i t e d S t a t e s f i n a n c i a l m a r k e t o f 150 m i l l i o n d o l l a r s , i n o n e 

o f t h e l a r g e s t t r a n s a c t i o n s o f i t s . t i m e . 3 / 

. I n b o t h c a s e s - P o t r e r i l l o s a n d C h u q u i c a m a t a - A n a c o n d a a p p e a r s t o h a v e b e e n 

m o t i v a t e d more b y e l e m e n t s o f s e c u r i t y o f s u p p l y a n d e x p a n s i o n o f c o r p o r a t e 

a c t i v i t i e s t h a n b y t h e s e a r c h f o r d i r e c t p r o f i t . . T h i s i s a t l e a s t v e r y c l e a r i n 

t h e s e c o n d c a s e : A n a c o n d a b o u g h t A m e r i c a n B r a s s Co . i n 1922 a s a way o f i n t e g r a t i n g 

\J- The a n a l y s i s o f t h e p o s i t i o n a n d s t r a t e g y o f t h e TNCs i n t h i s and t h e 
following p e r i o d s i s essentially b a s e d on N . G i r v a n , o p . c i t . . . 

2/ A l l t h e d a t a i n r e s p e c t o f t h e amounts o f i n v e s t m e n t i n e a c h o n e o f t h e 
c a s e s a n a l y s e d i s o n l y r o u g h e s t i m a t e o f t h e r e a l v a l u e s o f t h e p h y s i c a l i n v e s t m e n t 
o f w h i c h t h e r e i s no s u f f i c i e n t i n f o r m a t i o n . 

3/ N . G i r v a n , o p . c i t . , p . 4 3 . 

/ i t s e l f v e r t i c a l l y 
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i t s e l f v e r t i c a l l y f o r w a r d , a s s u r i n g t h e m a r k e t f o r c o p p e r p r o d u c e d b y i t s m ines 

i n U n i t e d S t a t e s . 1 / H o w e v e r , , t h i s a c q u i s i t i o n l e f t A n a c o n d a w i t h an e x c e s s c a p a c i t y 

f o r m a n u f a c t u r i n g i n r e l a t i o n to . i t s p r o d u c t i o n o f m ined c o p p e r , 

-This l e d A n a c o n d a t o j t r y t o bvy U t a h C o p p e r C o . , o w n e r o f o n e o f t h e b e s t 

c o p p e r m ines i n . t h e U n i t e d S t a t e s T h i s a t t e m p t f a i l e d , w h i c h m o t i v a t e d t h e 

p u r c h a s e o f C h u q u i c a m a t a a t a p r i c e w h i c h r e f l e c t e d t h e v a l u e w h i c h A n a c o n d a 

a s s i g n e d t o m a i n t a i n i n g a v e r t i c a l l y b a l a n c e d a n d i n t e g r a t e d s t r u c t u r e among i t s 

d i f f e r e n t p a r t s . 

A n a c o n d a c a r r i e d o u t a l a r g e p a r t o f i t s o p e r a t i o n s d u r i n g t h i s p e r i o d on 

t h e b a s i s o f a h i g h i n d e b t e d n e s s , w h i c h meant t h a t t h e f i r m ' s d e b t r e a c h e d 40% o f 

i t s t o t a l a s s e t s i n 1 9 2 4 . A t t h i s t i m e , A n a o o n d a i n i t i a t e d i t s p e r i o d o f 

c o n s o l i d a t i o n w h i c h w a s t o l a s t u n t i l t h e f i r s t h a l f o f t h e 1 9 4 0 s . 

K e n n e c o t t C o p p e r C o . 

U n l i k e t h e c a s e o f A n a c o n d a , t h e a p p e a r a n c e o f K e n n e c o t t i n C h i l e a n m i n i n g 

b a s i c a l l y r e s p o n d e d t o t h e s e a r c h f o r d i r e c t a n d i m m e d i a t e p r o f i t s . T h i s i s 

c o n s i s t e n t w i t h t h e o p e r a t i n g p r o c e d u r e o f t h e G u g g e n h e i m s , who c o n s o l i d a t e d t h e i r 

o p e r a t i o n s i n C h i l e a n d t h e U n i t e d S t a t e s i n 1915 t h r o u g h K e n n e c o t t C o p p e r <2o. 

The Guggenhe ims t o o k c o n t r o l o f B r a d e n C o p p e r C o . i n 1 9 0 9 , o w n e r o f t h e 

E l T e n i e n t e m i n e , a t t h e t i m e when W i l l i a m B r a d e n -Who- i n t u r n h a d bought - h o l d i n g s 

i n 1 9 0 4 - h a d , on t h e one h a n d , made s u b s t a n t i a l ' p r o g r e s s i n t h e d e v e l o p m e n t o f 

t h e mine a n d , on .the o t h e r , w a s h e a v i l y i n d e b t e d t o t h e G u g g e n h e i m s . The p r o f i t s 

o b t a i n e d b y K e n n e c o t t d u r i n g t h e l o n g p e r i o d 1 9 1 4 - 1 9 6 9 show t h a t t h e Guggehe ims 

w e r e n o t w r o n g t o c h o o s e t h e E l T e n i e n t e mine t o a c c u m u l a t e d i f f e r e n t i a l p r o f i t s . 

I n 1912 t h e Guggenhe ims t o o k c o n t r o l o f C h u q u i c a m a t a , a l s o i n the : hands o f 

a p r i v a t e U n i t e d S t a t e s o w n e r who h a d c o n s o l i d a t e d numerous s m a l l m i n i n g d e p o s i t s 

i n t o one l a r g e h o l d i n g . I t i s a g a i n c l e a r i n t h i s c a s e t h a t t h e b a s i c i n t e r e s t 

o f t h e Guggenhe ims w a s t o o b t a i n h i g h d i r e c t p r o f i t s f r o m t h e o p e r a t i o n s , w h i c h 

t h e y u n d o u b t e d l y a c h i e v e d i n t h i s c a s e u n t i l 1 9 2 3 , t h e d a t e when C h u q u i c a m a t a 

w a s t r a n s f e r r e d t o A n a c o n d a , a l s o mak ing a s p e c t a c u l a r c a p i t a l g a i n . . 

. W i t h t h e f u n d s o b t a i n e d f r o m t h e s a l e , o f C h u q u i c a m a t a t h e Guggenhe ims emba rked 

upon w h a t w a s t o e v e n t u a l l y b e i t s g r e a t f a i l u r e i n C h i l e ; t h e s a l t p e t r e i n d u s t r y . 

1/ I b i d . , p . 4 3 . . . . 
2/ C . F o r t i n , o p . c i t . , p . 9 . . . . . . . 

/ ( d ) The 
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( d ) The r e s u l t s o f t h e " p o l i c i e s " ; t h e d i s t r i b u t i o n o f p r o f i t s 

The p e r i o d o f d e n a t i o n a l i z a t i o n o f t h e c o p p e r m i n i n g i n d u s t r y and o f 

g r a d u a l l y e r o d i n g l a i s s e z - f a i r e h a d a s a f i r s t a n d c r u c i a l r e s u l t a c o n s i d e r a b l e 

f l o w o f U n i t e d S t a t e s i n v e s t m e n t i n C h i l e , a s p e c t a c u l a r i n c r e a s e i n c o p p e r 

p r o d u c t i o n i n t h i s c o u n t r y a n d , a l o n g w i t h t h e l a t t e r , a r e c o v e r y o f t h e i m p o r t a n c e 

o f t h e C h i l e a n c o p p e r m i n i n g i n d u s t r y i n t h e i n t e r n a t i o n a l m a r k e t . 

I n t h e e n t i r e p e r i o d ( 1 9 0 0 - 1 9 3 9 ) i n v e s t m e n t r e a c h e d a f i g u r e o f a l m o s t 

1 000 m i l l i o n d o l l a r s ( 1 9 7 9 d o l l a r s ) , t h e g r e a t e r p a r t o f w h i c h was made b e f o r e 

1 9 2 5 . 1 / 

The p r o d u c t i o n o f c o p p e r b y t h e t h r e e l a r g e mines i n t h e h a n d s o f 

t r a n s n a t i o n a l s shows a g r o w t h r a t e a b o v e 15% a n n u a l l y i n t h e e n t i r e p e r i o d 

1 9 1 5 - 1 9 3 0 . C h i l e g r e w f r o m h a v i n g a n e g l i g i b l e i m p a c t on t h e w o r l d c o p p e r i n d u s t r y 

a t t h e b e g i n n i n g o f t h e c e n t u r y t o r e p r e s e n t i n g a b o u t 15% o f w o r l d p r o d u c t i o n a t 

t h e e n d o f t h e 1930s ( s e e t a b l e s 1 9 - 2 1 f o r a l l t h e d a t a a n a l y s e d i n t h i s s e c t i o n ) . 

As m i g h t h a v e b e e n e x p e c t e d , h o w e v e r , t h i s a c c e l e r a t e d d e v e l o p m e n t o f t h e 

C h i l e a n c o p p e r m i n i n g i n d u s t r y d i d n o t h a v e a s p e c t a c u l a r e f f e c t on t h e p r o c e s s 

o f n a t i o n a l e c o n o m i c d e v e l o p m e n t . O f t h e t o t a l v a l u e o f p r o d u c t i o n i n t h e p e r i o d s 

1925 -1929 a n d 1 9 3 5 - 1 9 3 9 , o n l y s l i g h t l y o v e r 30% r e m a i n e d i n C h i l e , t h r o u g h w a g e s 

and s a l a r i e s , n a t i o n a l p u r c h a s e s , t a x r e v e n u e , etc»2/ The e f f e c t i v e t a x r a t e w a s 

o n l y 16.6% i n t h e f i v e - y e a r p e r i o d 1 9 2 5 - 1 9 2 9 , r i s i n g t o 29% i n t h e s e c o n d h a l f 

o f t h e f o l l o w i n g decade ( s e e t a b l e 1 9 ) . A t t h e same t i m e , t h e f o r e i g n compan ies 

made s p e c t a c u l a r g a i n s compared w i t h t h e a v e r a g e r a t e s o f w o r l d p r o f i t a b i l i t y . 

I n CHILEX ( C h u q u i c a m a t a ) a n d B r a d e n ( E l T e n i e n t e ) t h e r a t i o o f p r o f i t a b i l i t y t o 

book v a l u e r o s e a bove 35% i n t h e p e r i o d s 1 9 2 5 - 1 9 2 9 a n d 1935 -1939 ( s e e t a b l e s 19 

and 2 0 ) . 3 / 

1/ T h i s amount , a s m e n t i o n e d e a r l i e r , i s o n l y a r o u g h e s t i m a t e a n d p r o b a b l y 
o v e r e s t i m a t e s t h e r e a l v a l u e . The l a t t e r w o u l d i n c l u d e n o t o n l y t h e i n v e s t m e n t s 
a s s u c h b u t a l s o t h e p u r c h a s e o f t h e h o l d i n g s . 

2/ The p e r i o d 1 9 3 0 - 1 9 3 4 h a s b e e n e x c l u d e d f r o m t h e a n a l y s i s s i n c e i t i s a 
r e c e s s i v e p e r i o d and t h u s h a s d i s t o r t i o n s w h i c h m i g h t l e a d t o e r r o n e o u s c o n c l u s i o n s . 

3/ Andes a l w a y s h a d a l o w e r p r o f i t a b i l i t y , b u t t h i s , f a r f r o m d r a w i n g away 
f r o m t h e p r e v i o u s f i g u r e s , r e i n f o r c e s t h e m . I n e f f e c t , t h e f a c t t h a t Anaconda 
c o n t i n u e d t o e x p l o i t and r e i n v e s t i n t h i s m i n e , a l t h o u g h a f t e r 1930 t h e a v e r a g e 
p r o f i t a b i l i t y w a s v e r y l ow ( s e e t a b l e 2 0 ) , i s an i n d i c a t o r o f how e x t r a o r d i n a r i l y 
p r o f i t a b l e t h e o t h e r t w o l a r g e m ines w e r e . 

/Table 19 
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EVOLUTION AND DISTRIBUTION OF PROFITS IN THE LARGE-SCALE COPPER: "MINING INDUSTRY IN CHILE 

1912- ;'.' 1915- ' 
1914 " 1919 

1920-
1924 

1925-
1929 

1930-
1934 

1955-
1939 

19^0-
1944 

1945-
1949 

1950 
1954 

1955-
1959 

1960-
1964 

1965-
1969 

Average annual production 
(thousands of tons) 3.5 . 152.3 110.0 224.9 178.0 229.5 '438.4 598.9 345.6 432.9 501.1 519-9 

Large Scale Copper Joining production's 
share in world production 

Percentage 
Annual growth rate of production 

K 2 10.6.. 
'15.6-

13.9 
' 15.3 

14.8 
-4.0 

15.7 
11.1 

17.2 
7.8 

18.4 -
-1.8 

12.7 
.-2-5 

' 12.6 
4.3 

11.1 
' 2.7 

9.7 
0.6 

Average annual returned value 
(millions of 1979 -dollars) : -151.1a/ 51.5 . 119.3 257.6 273.5 388.6 465.2 513.2\,. 952.8 

Average annual returned .value at constant 
copper prices b/ 
(millions of 1979 dollars) 133.5a/ 119.8 .. 152.5 339.8 . 340.6 347.7 598.3 • 487.6 577.4 

Percentage of value returned c, 31. W ' 42.5 51.5"- . .49.0 56.1 68.1 59.9 62.5 ' 68.2 

Effective tax rate (percentage) 16.6 29.0c/ 29. r 51.0 ' 62.8 - ' 78.6' 67.2 68.1«" i - 70.0 

Percentage of expenditures made in Chile- d/ 50.0 49.0 41.8 . 53.4 58.4" 56.3 . 59.0 67.3 -. 74.9 

Degree of processing of copper (percentage) 
Refined 
Blister 

83.8 
• 16.2 

81.7' 
18.3 

75.9 
26.1' 

52.6 
47.4 

¿7.3 
52 .7 -

52.3 
41.7 

Snrployment in thousands of persons e/ (annual 
average) 16 077 17 094 

i 

18 242 20 664 

JT? Sources Statistical Annex, various tables. 
& 3/ 1927-1929. ~ " • . 
(D b/ Calculated by dividing the returned value by the (quotient between the price of the corresponding period and the average price of the period 1927-1969. 
^ zi Excluding 1952 and 1933. when the corporations suffered losses, 

d/ Sxcluding depreciation and interest payments. 
9/ Constructed on the basis of figures from Ffrench Davis, -op» c i t . , p. 221. 



. T a b l e 19 

ANACONDA AND IME CHILEAN COPPER INDUSTRY 

1920- 1925- 1930 - 1935- 19^0- 1945- 1955- 1960- 1965- 1925-
1924 1929 1934 1939 1944 1949 1959 1964 1969 1968 

Chilex (Chuquicarnata mine) 
jross investment, for period (thousands of dollars) ¿«6,0 91.3 15-2 10.1 17.5 38-5 130.3 102.3 321.1a/ 
Profitability (percentage) 

Dn depreciation value of investment - 15.0 -0.3 15.2 21.7 18*0 11.2 10.2 20.0V 13.2 
3n book value - 56-0 2.1 44.6 41,1 38.2 22.2 14,2 24,0a/ 29.2 

Investment over profits pias depreciation 351. 6 22,0 18.4 2,6 10.1 25.3 27.5 21.9 42,4"¡J 

Andes (Potrerillos and El Salvador mines) 
ìross investment for period (thousands of dollars) 33.6b/ a3.4 10.1 2-9 4.4 0,6 261.5 34.5 33.6a/ 
Profitability (percents^e) 

-n dsoreciation value of investment 13*3 -0.2 5*0 6.Ó 3.3 1.5 1.4 11.1a/ 
On :00k value 2.4 1.3 2.2 12.6a/ 

Investment aver profits plus depreciation - 265,4 73*7 3=1 3.4 0.8 675-7 21.0 42. 3V 

Totai Anaconda profitability (percentage) 4„7 5.0 5.8c/ _ 6,1 9.2V 5.7 

Subsidiary Chilean contributions to Anaconda's 
net income (percentage)" - 73.0 61.0 50.0c/ 56« 0 73.0 61.0 

Percentage of Anaconda's total investment 
in Chile 11.0 3.0 22.0c/ 25.0 _ _ 24.0 I9.O 

Investment over profits plus depreciation 
Chilex plus Andes 69.Id/ 6.1 62.6c/ 46.3 46.4 

Source: Senate of Chile, Antecedentes económicos y estadísticos relacionados can la Gran Minería del Cobre (Economic information bulletin, No 157, 
Santiago, 1969); Sirvan N., Copper in Chile (Institute of social and economic research, Jamaica, 1972). 

2/ 1965-1960. 
3/ 1915-1924. 

c/ -.giij-igjit, 
±ì 1922-1934. 
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KENHEOOÏT AND THE COPPER INDUSTRY IK CHILE 

1915-
1919 

1920- 1925- 1930-
1924 1929̂ / 1934 

1935- 19*0-
1939 1944 

1945-
1949 

1950-
1954 

1955-
1959 

1960 -

1964 
1965-
1968 

Average 
for 

period 

-jross investment 

Prof i tabi l i ty 
On depreciation value 
On book value 

Total Kennecott prof i tabi l i ty 

Investment over profits plus 
depreciation 

Braden contribution to 
Kennecott net income 

Percentage of total Kennecott 
investment in Chile 

475-4b/ 16.1 17.3 19.1 9-i i4.1 23.4 32.5 66.0 292.4 

196,0 

14.0 

17.9 
35.1 

ii.4 
7.2 

6.9d /-

5.7 13.9 

37.0 

a.7 
35.5 

13.8 
32.4 

10.2 

5.7 3.4 

28.0 

S.6 

12.3 
28.3 

11.7 
Î5.5 

13.4 

15.0 

IO.9 

19.2 
36.1 

10.8 
I9.O 

10.7 

20.0 

11.5 

27.0 
30. 2c/ 

12.0 10.4 

3.4 14.4 11.9 56.2 115.6 

13.Oe/ 

-J o 

Source» Senate of Chile, Antecedentes económicos y estadísticos relacionados con la Gran Minería del Cobre (Boletín de Información económica No. 157, 
Santiago, 1969); Girvan, N.t Copper in Chile ( Institute of Social and Economic Research, Jamaica, 1972). 

^ a/ 1926-1929. 
b/ Figure estimated for the period 1915-1924 by adding to the 1915 purchase price (350 million) an investment estimated for the period 1915-1924 as 

551 equal to the depreciation during the period (125.4 mil l ion). 
H. c/ 1965-1967 ( to eliminate El Teniente revaluation). 
H» d/ 1925-1934. 
§ e/ 1965-1966. 
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I n a d d i t i o n , t h e emp loyment g e n e r a t e d i s , l o w i n r e l a t i o n t o t h e amounts o f 

i n v e s t m e n t and v a l u e o f p r o d u c t i o n . I t i s e s t i m a t e d t h a t a r o u n d 1930 t o t a l 

employment i n l a r g e - s c a l e m i n i n g was a p p r o x i m a t e l y 20 000 p e r s o n s . 

. I n b r i e f , t h e i n c u r s i o n o f U n i t e d S t a t e s c o r p o r a t i o n s i n t o C h i l e a n c o p p e r 

meant i n p r a c t i c e t h e e s t a b l i s h m e n t o f t h r e e f o r e i g n e n c l a v e s w i t h i n t h e n a t i o n a l 

economy. A l t h o u g h t h i s i n d u s t r y w a s n o t c a p a b l e o f a c t i n g a s a c e n t r e f o r 

s t i m u l a t i n g t h e e c o n o m i c g r o w t h o f t h e c o u n t r y , i t b e g a n t o h a v e i n c r e a s i n g 

i m p o r t a n c e i n r e l a t i o n t o t h e b a l a n c e o f p ayment s a n d t a x r e v e n u e b e g i n n i n g i n 

the e a r l y 1 9 3 0 s , 

I t i s b e y o n d t h e s c o p e o f t h i s worH t o e n t e r i n t o a d i s c u s s i o n o n t h e c a u s e s 

o f t h e p r o c e s s o f d e n a t i o n a l i z a t i o n , a s w e l l as t h e e f f e c t s t h a t a " n a t i o n a l i z e d " 

mine w o u l d h a v e h a d on C h i l e a n d e v e l o p m e n t . The c o n c r e t e f a c t i s t h a t u n t i l a t 

l e a s t t h e s e c o n d h a l f o f t h e 1 9 2 0 S , t h e r e l a t i o n s h i p b e t w e e n t h e C h i l e a n S t a t e a n d 

t h e f o r e i g n compan ie s must b e s e e n as, a c l e a r u n i l a t e r a l a d v a n t a g e f o r t h e l a t t e r . 

The c o r p o r a t i o n s w e r e m a k i n g h i g h p r o f i t s b u t a t t h e same t i m e w e r e mak ing 

l a r g e i n v e s t m e n t s i n t r a n s f e r r i n g t e c h n o l o g y t o t h e c o u n t r y , a n d w h e r e a s t h e 

c o n t r i b u t i o n t o t h e t a x c o f f e r s a n d t o t h e b a l a n c e o f p ayment s was s m a l l i n 

r e l a t i o n t o t h e v a l u e o f p r o d u c t i o n , i t w a s s i g n i f i c a n t i n . r e l a t i o n t o t h e t o t a l 

v a l u e o f t h e s e a c c o u n t s . U n d o u b t e d l y , s i n c e t h e r e was n o t t h e same g r o w t h as h a d 

o c c u r r e d i n 13ie c o p p e r m i n i n g i n d u s t r y i n 1 9 1 0 - 1 9 3 0 , t h e e n d o f t h e s a l t p e t r e e r a 

m igh t have h a d g r e a t e r c o n s e q u e n c e s f o r t h e C h i l e a n economy t h a n t h o s e w h i c h i t 

a c t u a l l y h a d . 

The S t a t e - c o r p o r a t i o n s r e l a t i o n s h i p c h a n g e d i n c h a r a c t e r a f t e r t h e 1 9 3 0 s » 

a f t e r w h i c h t h e S t a t e a n d t h e C h i l e a n s o c i e t y b e g a n t o f e e l t h e e f f e c t s , on t h e 

one h a n d , o f t h e f a c t t h a t t h e d e c i s i o n s on C h i l e a n c o p p e r w e r e b e i n g t a k e n b y 

f o r e i g n • c o r p o r a t i o n s i n t h e c o n t e x t o f o p t i m i z i n g t h e i r w o r l d o p e r a t i o n s a n d , o n 

t h e o t h e r h a n d , t h a t t h i s t y p e o f i n s e r t i o n i n t o t h e w o r l d economy made t h e 

c o u n t r y d e p e n d e n t , e c o n o m i c a l l y a n d p o l i t i c a l l y , o n t h e U n i t e d S t a t e s . 

The f i r s t t y p e o f e f f e c t i s e x e m p l i f i e d most c l e a r l y i n t h e v e r y l o w r a t e o f 

r e i n v e s t m e n t i n C h i l e a n c o p p e r s i n c e t h e 1930s ( s e e t a b l e s 20 an£ 2 1 ) . The e c o n o m i c 

a n d p o l i t i c a l d e p e n d e n c y on t h e U n i t e d S t a t e s w a s r e f l e c t e d , n o t i n t h i s p e r i o d 

b u t i n t h e f o l l o w i n g o n e , i n t e r a l i a , i n t h e u n i l a t e r a l f i x i n g o f t h e p r i c e o f 

c o p p e r i n t h e w a r p e r i o d s a n d t h e d i f f i c u l t i e s f a c e d b y t h e C h i l e a n S t a t e when i t 

t r i e d t o i n c r e a s e i t s d e g r e e o f c o n t r o l o v e r t h e d e c i s i o n - m a k i n g a n d s u r p l u s e s o f 

c o p p e r ( p a r t i c u l a r l y i n t h e 1 9 5 0 s ) . 

/The change 
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The c h a n g e i n c h a r a c t e r i n t h e r e l a t i o n s h i p b e t w e e n t h e S t a t e and 

c o r p o r a t i o n s h a d a l r e a d y begun , i n t h e f i r s t h a l f o f t h e 1 9 3 0 s , p a r t i c u l a r l y a f t e r 

1934 w i t h t h e i n c r e a s e i n t h e t a x r a t e f o r l a r g e - s c a l e c o p p e r m i n i n g a n d w i t h t h e 

i m p o s i t i o n o f t h e e x c h a n g e t a x . F o r t h i s r e a s o n , o t h e r a u t h o r s s i t u a t e t h e c h a n g e 

i n s o - c a l l e d c o p p e r p o l i c i e s i n t h i s f i v e - y e a r p e r i o d . 

The two b a s i c a r g u m e n t s f o r h a v i n g c h o s e n t h e y e a r 1939 i n t h i s wo rk a s 

t h e y e a r f o r t h e c h a n g e i n p o l i c i e s a r e : f i r s t l y , wha t h a p p e n e d up u n t i l 1936 was 

v e r y much i n f l u e n c e d b y t h e e f f e c t s o f t h e w o r l d d e p r e s s i o n a n d , s e c o n d l y , i t was 

i n t h e y e a r 1939 t h a t f o r t h e f i r s t t i m e , i n e x p l i c i t f o r m , c o p p e r p o l i c i e s w e r e 

t h o u g h t o f i n t e r m s o f t h e c o n t r i b u t i o n o f t h i s s e c t o r t o t h e t o t a l e c o n o m i c 

d e v e l o p m e n t o f t h e c o u n t r y . 1 / 

2 . G r o w i n g n a t i o n a l c o n t r o l a n d t h e c h a n g e i n t h e c h a r a c t e r 
o f t h e r e l a t i o n s h i p b e t w e e n t h e S t a t e a n d t h e 

c o r p o r a t i o n s : 1939 -1955 

The p e r i o d 1 9 3 9 - 1 9 5 5 i s t h e one i n w h i c h t h e r e l a t i o n s h i p b e t w e e n t h e 

C h i l e a n S t a t e and c o p p e r c o m p a n i e s o p e r a t i n g i n t h e c o u n t r y became g r a d u a l l y more 

c o n f l i c t i v e . T h i s i s t h e r e s u l t b o t h o f t h e e v o l u t i o n o f t h e p o l i t i c a l and 

e c o n o m i c s i t u a t i o n w i t h i n t h e c o u n t r y a n d o f t h e c o n d u c t o f t h e t r a n s n a t i o n a l , 

a l l o f t h i s i n t h e f r a m e w o r k o f a new p h a s e i n t h e e x p a n s i o n o f t h e i n t e r n a t i o n a l 

c a p i t a l i s t s y s t e m a n d i n t h e c o n t e x t , m o r e o v e r ; o f t h e c o n f l i c t s i n w h i c h t h e 

U n i t e d S t a t e s was i n v o l v e d . 

( a ) The w o r l d e c o n o m i c a n d p o l i t i c a l c o n t e x t 

O f v i t a l i m p o r t a n c e , i n g e n e r a l , f o r t h e p o l i t i c a l a n d e conomic e v o l u t i o n 

o f t h e i n t e r n a t i o n a l s y s t e m a s a w h o l e and . i n p a r t i c u l a r f o r t h e - e v o l u t i o n o f t h e 

r e l a t i o n s h i p b e t w e e n t h e S t a t e a n d t r a n s n a t i o n a l c o p p e r c o r p o r a t i o n s i n C h i l e , i s 

t h e S e c o n d W o r l d W a r , w h i c h c o v e r s t h e f i r s t s i x y e a r s o f t h e p e r i o d a n a l y s e d . 

S p e c i f i c a l l y , t h i s w o r l d . s i t u a t i o n m e a n t , f o r C h i l e , t h a t i t h a d t o a c c e p t 

a f i x i n g o f t h e p r i c e o f c o p p e r l o w e r t h a n t h e p r i c e s o f t h e l e v d l i n t h e f r e e 

m a r k e t . I t i s e s t i m a t e d t h a t . t he f i x i n g o f a c e i l i n g p r i c e o f c o p p e r a t 11 .775 

c e n t s p e r p o u n d f o r t h e e n t i r e p e r i o d meant l o s s e s f o r t h e C h i l e a n economy o f 

a b o u t 500 m i l l i o n d o l l a r s . ^ / T h i s e x c e s s i v e ' c o n t r i b u t i o n ' b y C h i l e t o t h e 

1/ S e e C . W . R e y n o l d s , o p . c i t . , p . 2 3 8 . 
2/ O b v i o u s l y , t h e amount o f t h e l o s s r e s u l t i n g f r o m t h e f i x i n g o f t h e p r i c e 

d e p e n d s on t h e p r i c e s a t w h i c h t h e C h i l e a n p r o d u c t i o n c o u l d h a v e b e e n . s o l d i n t h e 
f r e e m a r k e t . The f i g u r e o f 500 m i l l i o n d o l l a r s i s c a l c u l a t e d b a s e d on a f r e e . p r i c e 
o f a b o u t 24 c e n t s p e r p o u n d ( s e e T . Mo ran , o p . c i t . , p . 6 1 ) . ' 

/ f i n a n c i n g o f 
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f i n a n c i n g o f t h e w a r w a s a b a s i c r e a s o n f o r t h e i n c r e a s e i n t h e f e e l i n g o f e c o n o m i c 

and p o l i t i c a l d e p e n d e n c y w h i c h t o o k s h a p e i n t h e p o l i t i c a l s t r u c t u r e s o f C h i l e a n 

s o c i e t y . The u n i v e r s a l f i x i n g o f t h e p r i c e o f . c o p p e r on t h e p a r t o f t h e U n i t e d 

S t a t e s Government a t t h e b e g i n n i n g . o f t h e K o r e a n w a r i n 1950 r e i n f o r c e d t h i s f e e l i n g 

and s e t o f f a s e r i e s o f a c t i o n s d e f i n i n g t h e e c o n o m i c p o l i c y f o r c o p p e r b e t w e e n 

1950 a n d 1 9 5 5 . 

A p a r t f r o m t h e s e ' s p e c i f i c i m p a c t s on t h e C h i l e a n s i t u a t i o n c a u s e d by t h e v 

w o r l d e v e n t s d u r i n g t h e p e r i o d , we must- a l s o b e a r i n m i n d , i n o r d e r t o u n d e r s t a n d 

t h e dynamic o f t h e s i t u a t i o n , the - f a c t t h a t i n t h e 1940s a change o c c u r r e d ( o r 

was a c c e n t u a t e d ) i n t h e n a t u r e o f t h e e x p a n s i o n p r o c e s s o f t h e c a p i t a l i s t s y s t e m 

t o w a r d s t h e p e r i p h e r y . 1 / The hub o f t h i s e x p a n s i o n g r a d u a l l y c h a n g e d f r o m 

a c t i v i t i e s o f t h e ' p r i m a r y - e x t r a c t i v e t y p e , b a s i c a l l y m i n i n g , t o a c t i v i t i e s o f t h e 

s e c o n d a r y - m a n u f a c t u r i n g t y p e . Two f a c t s a r e a s s o c i a t e d w i t h t h i s ; f i r s t l y , i n the * 

p r o c e s s o f w o r l d a c c u m u l a t i o n - , t h e m i n i n g s e c t o r l o s t i m p o r t a n c e a n d , s e c o n d l y , o f 

i n v e s t m e n t s i n t h e m i n i n g s e c t o r , an i n c r e a s i n g l y s m a l l p e r c e n t a g e w a s p l a c e d i n 

t h e p e r i p h e r a l c o u n t r i e s . 

I n r e s p e c t o f t h i s s e c o n d f a c t , one- m i g h t v e n t u r e t o s a y t h a t one o f t h e 

d e t e r m i n i n g f a c t o r s w a s p r e c i s e l y a c o n c e r n i n t h e c e n t r a l c o u n t r i e s f o r t h e i r 

dependency on t h e m i n i n g r e s o u r c e s i n t h e p e r i p h e r y . T h i s h y p o t h e s i s i s 

e n d o r s e d -by t h e e f f o r t made b y t h e Gove rnment o f t h e U n i t e d S t a t e s - t h r o u g h p o s t -

w a r s u b s i d i e s - t o e x p a n d m i n i n g p r o d u c t i o n i n t h e c o u n t r y . 2 / A l s o p o i n t i n g i n 

t h e same d i r e c t i o n i s t h e e f f o r t made t o d e v e l o p t e c h n o l o g i e s f o r e x p l o i t i n g o r e s 

w i t h a l o w s t a n d a r d o f f i n e n e s s , a n d t o d e v e l o p s y n t h e t i c p r o d u c t s t o r e p l a c e 

m i n i n g p r o d u c t s . 

The a b o v e d o e s n o t mean c e r t a i n abandonment o f t h e m i n i n g i n d u s t r y i n t h e 

d e v e l o p i n g c o u n t r i e s . - V e r y much o n t h e c o n t r a r y , a t t h e same t i m e t h a t t h e r e i s 

an e f f o r t t o d e c r e a s e t h e d e g r e e o f dependency , . : t h e r e i s a l s o an e f f o r t t o 

c o n s o l i d a t e t h e a l r e a d y e x i s t i n g p o s i t i o n s i n t h e e x t e r i o r a s w e l l a s t o w i n new 

p o s i t i o n s when t h e c o n d i t i o n s ' a r e f a v o u r a b l e . 

I t i s i n t h i s c o n t e x t t h a t t h e r e l a t i o n s b e t w e e n t h e S t a t e a n d c o p p e r 

c o r p o r a t i o n s i n C h i l e b e g a n t o i n c l u d e a t h i r d a c t o r o f v i t a l i m p o r t a n c e d u r i n g 

1/ F o r an a n a l y s i s i n d e p t h - o f : t h i s . p h e n o m e n o n , s e e • C . , F o r t i n , . o p . c i t . , 
p p . 20 e t s e q . - . 

2/ S e e T . M o r a n , o p . c i t . , p . 33 . - _ 

• • • / t h i s p e r i o d : 
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t h i s - p e r i o d : t h e U n i t e d S t a t e s Gove rnment . I t i s a l s o i n t h i s , c o n t e x t t h a t t h e -

l o s s o f r e l a t i v e p a r t i c i p a t i o n o f C h i l e a n c o p p e r ' i n t h e w o r l d i n d u s t r y s h o u l d b e 

u n d e r s t o o d . 

( b ) The d o m e s t i c s i t u a t i o n o f C h i l e a n d r e l a t e d f a c t o r s 

As : m e n t i o n e d p r e v i o u s l y , t h e 1930s i n C h i l e ma rked a s t r o n g a c c e l e r a t i o n i n 

t h e d e v e l o p m e n t o f p o l i t i c a l and s o c i a l s t r u c t u r e s . T h i s p r o c e s s , w h i c h h a d a i r e a d 

d e v e l o p e d c o n s i d e r a b l y b y t h e 1 9 2 0 s , w a s s t r o n g l y a c t i v a t e d b y t h e e f f e c t s of t h e 

w o r l d d e p r e s s i o n on t h e C h i l e a n s o c i e t y a s a w h o l e . The d i f f e r e n t a c t o r s i n t h e . 

d o m e s t i c r e a l i t y f e l t t h e w e i g h t o f d e p e n d i n g s o c r u c i a l l y on t h e c h a n g e s i n t h e 

i n t e r n a t i o n a l e conomy , e s p e c i a l l y when /the c o u n t r y ' s i n s e r t i o n i n i t d e p e n d e d t o 

a l a r g e d e g r e e on t h e e x p o r t a t i o n o f a r aw m a t e r i a l s u c h as c o p p e r . 1/ 

I t w a s i n t h i s p e r i o d t h a t t h e n a t i o n a l i z e d f e e l i n g b e g a n w h i c h h a d a s t r o n g 

i m p a c t o n t h e d e v e l o p m e n t s t r a t é g y a s a w h o l e , a n d on c o p p e r p o l i c i e s . The i n c r e a s e 

i n n a t i o n a l i z e d f e e l i n g and t h e i d e a o f d e p e n d e n c y w a s a c c o m p a n i e d , on t h e one 

h a n d , b y q u a l i t a t i v e and q u a n t i t a t i v e c h a n g e i n t h e r o l e o f t h e S t a t e a n d , on t h e 

o t h e r , b y a c o n s i d e r a b l e i n c r e a s e i n t h e p o l i t i c a l p a r t i c i p a t i o n o f t h e m i d d l e -

income a n d p o p u l a r s e c t o r s w h i c h c u l m i n a t e d i n 1938 w i t h t h e t r i u m p h o f t h e c e n t r e -

l e f t c o a l i t i o n ( P o p u l a r F r o n t ) i n t h e p r e s i d e n t i a l e l e c t i o n s . 

I n 1939 t h e C o r p o r a t i o n f o r N a t i o n a l D e v e l o p m e n t a n d R e c o n s t r u c t i o n was 

e s t a b l i s h e d , an i n s t i t u t i o n - d e s i g n e d t o p r o m o t e and g u i d e n a t i o n a l economic 

d e v e l o p m e n t . T h i s i n s t i t u t i o n was f i n a n c e d b y an i n c r e a s e b y 15% i n c o p p e r t a x e s , 

w i t h w h i c h t h e e x i s t i n g t a x r a t e u n t i l t h a t t ime a l m o s t d o u b l e d ( 1 8 % ) . More 

i m p o r t a n t t h a n t h e t a x r a t e i t s e l f i s t h e f a c t t h a t , f o r t h e f i r s t t i m e , e x p l i c i t l y , 

l a r g e r s u r p l u s e s o f c o p p e r w e r e e x t r a c t e d t o f i n a n c e C h i l e a n e c o n o m i c d e v e l o p m e n t . £ / 

From t h i s t i m e on i t h e c o p p e r p o l i c i e s r e m a i n e d l i n k e d t o t h e t o t a l e v o l u t i o n o f 

t h e d e v e l o p m e n t s t r a t e g y , t h a t i s , t he : s u b s t i t u t i v e i n d u s t r i a l i z a t i o n o f i m p o r t s . 

To t h e e x t e n t t h a t t h i s d e v e l o p m e n t s t r a t e g y n e e d e d g r o w i n g i n f l o w s o f 

c a p i t a l - , ' t h e p r e s s u r e s on t h e s u r p l u s e s g e n e r a t e d b y t h e l a r g e - s c a l e c o p p e r m i n i n g 

i n d u s t r y i n c r e a s e d . 3 / A t t h e same t i m e , t o t h e e x t e n t t h a t i m p o r t - s u b s t i t u t i v e 

1 / F o r an a n a l y s i s i n d e p t h o f t h e e v o l u t i o n o f t h e f e e l i n g o f " d e p e n d e n c e " 
i n C h i l e , s e e T . M o r a n , o p . c i t . , e s p e c i a l l y c h a p t e r 3 . ; 

2/ See C . W . R e y n o l d s , o p . c i t . , p . 238 . 
j V F o r an a n a l y s i s o f t h e r e l a t i o n s h i p b e t w e e n t h e p o l i t i c a l e v o l u t i o n o f 

C h i l e a n s o c i e t y , t h e a d v a n c e o f i m p o r t - s u b s t i t u t i v e i n d u s t r i a l i z a t i o n and t h e 
d e v e l o p m e n t o f t h e c o p p e r i n d u s t r y , s e e B . T o m i c , " C o n d i c i o n e s h i s t ó r i c a s d e l 
r é g i m e n m i l i t a r " , R e v i s t a M e n s a j e , S a n t i a g o , N o . 2 8 7 , M a r c h - A p r i l 1 9 8 0 . 

/ i n d u s t r i a l i z a t i o n was 



- 75 -

i n d u s t r i a l i z a t i o n was a c c o m p a n i e d b y a r e l a t i v e d e g r e e o f p o l i t i c a l c o n s e n s u s , a t 

l e a s t u n t i l t h i s s t r a t e g y b e g a n t o d e t e r i o r a t e , t h e p o w e r o f s u c c e s s i v e C h i l e a n 

g o v e r n m e n t s v i s - a - v i s t h e t r a n s n a t i o n a l g r e w s i g n i f i c a n t l y . The f i x i n g o f p r i c e s 

i n p e r i o d s o f c o n f l i c t a n d t h e c o n s e q u e n t e c o n o m i c l o s s e s f o r C h i l e t e n d e d t o 

r e i n f o r c e t h i s r e l a t i v e p o l i t i c a l c o n s e n s u s o n t h e t r e a t m e n t o f c o p p e r and i t s 

s u r p l u s e s . 

We s h o u l d make i t c l e a r t h a t when we s p e a k o f r e l a t i v e p o l i t i c a l c o n s e n s u s 

i n r e s p e c t o f c o p p e r p o l i c i e s , we a r e n o t d e n y i n g t h e s e r i o u s i d e o l o g i c a l . and 

p o l i t i c a l d i f f e r e n c e s w h i c h t h e v a r i o u s p o l i t i c a l c u r r e n t s i n C h i l e h e l d a t t h a t 

t i m e on t h e p r o b l e m o f e c o n o m i c d e v e l o p m e n t i n g e n e r a l and on f o r e i g n i n v e s t m e n t 

i n p a r t i c u l a r . What we a r e s a y i n g i s t h a t , w h i l e t h e p o s i t i o n s o f e a c h g r o u p a r e 

i n d e p e n d e n t , a l l t e n d t o a g r e e , f o r v e r y p r a g m a t i c r e a s o n s , on t h e n e e d f o r t h e 

c o u n t r y t o t a k e o v e r , a s f a r a s p o s s i b l e , t h e c o p p e r s u r p l u s e s . 

The n a t i o n a l i s t s e n t i m e n t a n d t h e i d e a o f d ependence r e c e i v e d a d d i t i o n a l 

r e i n f o r c e m e n t , f i r s t o f a l l f r o m t h e n e g a t i v e e f f e c t s on t h e C h i l e a n economy o f 

t h e 1949 d e p r e s s i o n i n t h e U n i t e d S t a t e s a r i d , s e c o n d l y , f r o m t h e u n i l a t e r a l f i x i n g 

o f t h e p r i c e o f c o p p e r on t h e p a r t o f t h e U n i t e d S t a t e s Gove rnment i n 1950 . 

I n 1951 a C h i l e a n m i s s i o n i n W a s h i n g t o n o b t a i n e d an i n c r e a s e i n t h e p r i c e 

o f c o p p e r o f 3 c e n t s p e r p o u n d f r o m t h e U n i t e d S t a t e s Government - a b o v e t h e f i x e d 

p r i c e o f 2 4 . 5 c e n t s - t o b e p a i d e n t i r e l y i n t o t h e C h i l e a n t a x c o f f e r s , and i t a l so - , 

o b t a i n e d t h e r i g h t o f t h e C h i l e a n S t a t e t o s e l l 20% o f i t s ' c o p p e r i n d e p e n d e n t l y 

on t h e f r e e m a r k e t . 1 / I n 1952 t h e q u a n t i t y o f s u r p l u s e s o b t a i n e d f r o m t h e s a l e 

o f 20% o f t h e c o p p e r p r o d u c t i o n o f l a r g e - s c a l e m i n i n g , i n some c a s e s a t p r i c e s 

more t h a n t w i c e t h e f i x e d p r i c e o f 2 4 . 5 c e n t s , 2 / a n d t h e e x p i r a t i o n o f t h e 

W a s h i n g t o n Ag reement l e d t h e Government o f t h e p e r i o d t o e s t a b l i s h a g o v e r n m e n t 

monopo ly on c o p p e r s a l e s . 3 / 

1/ Freedom t o s e l l o n t h e f r e e m a r k e t was s t r i c t l y l i m i t e d b y t h e p r o h i b i t i o n 
o f s e l l i n g C h i l e a n c o p p e r t o " c o u n t r i e s w h i c h a r e e n e m i e s o f d e m o c r a c y " , A d e t a i l e d 
a n a l y s i s o f , t he a g r e e m e n t i n q u e s t i o n i s f o u n d i n : R . T o m i c , " P r i m e r o s p a s o s h a c i a 
l a r e c u p e r a c i S n d e l cob r e : E l c o n v e n i o de W a s h i n g t o n de 1 9 5 1 " , i n R. F f r c n c h - D a v i s 
and E . T i r o n i ( e d s . ) , E l cob r e e n e l d e s a r r o l l o n a c i o n a l , o p . c i t . 

2/ Moran m e n t i o n s C h i l e a n c o p p e r s a l e s on t h e E u r o p e a n f r e e marke t a t p r i c e s 
a s h i g h as 55 c e n t s p e r p o u n d , T . M o r a n , o p . c i t . , p . 8 7 . 

3/ U n d e r t h e Gove rnment o f G . G o n z a l e z V i d e ^ a , " t h e c o p p e r m o n o p o l y " w a s 
c r e a t e d , e s t a b l i s h i n g t h a t a l l t h e p r o d u c t i o n o f t h e l a r g e - s c a l e m i n i n g i n d u s t r y 
w o u l d b e m a r k e t e d d i r e c t e d b y t h e C h i l e a n S t a t e . The c o p p e r compan ie s a l s o h a d t o 
s e l l c o p p e r t o t h e S t a t e a t a p r i c e f i x e d a t . 24 .5 c e n t s p e r p o u n d , a t a t i m e when 
t h e p r i c e o f c o p p e r f o r e x t e r n a l s a l e s w a s f i x e d a t 3 5 . 5 c e n t s p e r p o u n d , R . T o m i c , 
o p . c i t . , p . 1 5 3 . 

/ I n l a t e 
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I n l a t e 1952 a new Government 1/ came t o p o w e r i n C h i l e , g o v e r n i n g t w o o f 

t h e m o s t ' " i n t e r v e n t i o n i s t " y e a r s o f c o p p e r p o l i c i e s i n C h i l e ( 1 9 5 2 - 1 9 5 4 ) and one 

o f t h e m o s t l i b e r a l p e r i o d s i n t h e i r h i s t o r y ( 1 9 5 5 - 1 9 5 8 ) . 

A t t h e same t i m e t h a t t h e b a r g a i n i n g p o w e r o f t h e C h i l e a n S t a t e was i n c r e a s i n g 

i n t h i s p e r i o d , b e c a u s e o f t h e r e l a t i v e i n t e r n a l c o h e s i o n b e h i n d t h i s b a r r i e r o f 

p u b l i c p o l i c i e s , t h e r e w a s an o b v i o u s i m p r o v e m e n t i n t h e c u r v e o f a p p r e n t i c e s h i p 

on t h e p a r t o f C h i l e a n t e c h n i c i a n s and a g r e a t e r p u b l i c i n t e r e s t i n g e n e r a l . To 

t h e e x t e n t , t h a t c o p p e r w a s c o n s o l i d a t e d a s t h e p r i n c i p a l c o n t r i b u t o r t o t h e b a l a n c e 

o f p a y m e n t s a n d a s a c r u c i a l s u p p l i e r o f f i s c a l r e v e n u e s , research i n c r e a s e d on 

t h e s u b j e c t , i n f o r m a t i o n o n t h e compan ies w a s i m p r o v e d , C o n g r e s s became s e r i o u s l y 

i n t e r e s t e d i n t h e s u b j e c t , e t c . . , 

I n s p i t e o f t h i s , t h e n e g o t i a t i o n s c a r r i e d o u t i n t h e p e r i o d - e s p e c i a l l y t h o s e 

b e t w e e n 1950 and 1 9 5 5 - made i t c l e a r t h a t t h e r e was s t i l l a v e r y u n e q u a l c a p a c i t y 

b e t w e e n t h e n a t i o n a l i n s t i t u t i o n s and t h e t r a n s n a t i o n a l c o r p o r a t i o n s t o o b t a i n , 

p r o c e s s . a n d a n a l y s e i n f o r m a t i o n , t o l e a r n ' f r o m p a s t e x p e r i e n c e s , t o a d a p t t o t h e 

c h a n g i n g c o n d i t i o n s o f t h e i n t e r n a t i o n a l p o l i t i c a l a n d e c o n o m i c s y s t e m s , t o 

u n d e r s t a n d t h e o b j e c t i v e s , p o w e r and l i m i t a t i o n s o f t h e o t h e r p a r t y , e t c . 2 / 

( c ) The p o s i t i o n , a n d s t r a t e g y o f t h e t r a n s n a t i o n a l s 

What o c c u r r e d w i t h C h i l e a n c o p p e r i n t h e p e r i o d a n a l y s e d ( 1 9 3 9 - 1 9 5 5 ) and 

i n t h e f o l l o w i n g p e r i o d s may e a s i l y b e m i s i n t e r p r e t e d i f we do n o t t a k e i n t o a c c o u n t 

t h e p o s i t i o n a n d s t r a t e g y o f t h e t r a n s n a t i o n a l s i n v o l v e d i n t h e c o n t e x t o f t h e 

w o r l d e c o n o m i c a n d p o l i t i c a l s i t u a t i o n . 

As m i g h t h a v e b e e n e x p e c t e d , t h e c o r p o r a t i o n s o p e r a t i n g i n C h i l e a n c o p p e r 

r e f l e c t e d t h e c h a n g e s w h i c h t o o k p l a c e i n t h e t r a n s n a t i o n a l i z a t i o n o f t h e w o r l d 

economy as a w h o l e i n t h e i r c o n d u c t d u r i n g t h i s p e r i o d . A n a c o n d a a n d K e n n e c o t t 

w e r e h i g h l y d e p e n d e n t on t h e i r c o p p e r a c t i v i t i e s , and w i t h i n t h i s , h i g h l y d e p e n d e n t 

on t h e i r o p e r a t i o n s i n C h i l e . I t was r e a s o n a b l e t o e x p e c t , t h e n , t h a t b o t h w o u l d ' 

a s s i g n a relatively l o w p r i o r i t y t o i n v e s t m e n t i n C h i l e , p r e f e r r i n g t o d i v e r s i f y , 

w i t h t h e f u n d a m e n t a l m o t i v a t i o n o f e n s u r i n g a c c e s s t o t h e o r e r a t h e r t h a n s e e k i n g 

d i r e c t a n d i m m e d i a t e p r o f i t s . 

I n a d d i t i o n , A n a c o n d a a n d K e n n e c o t t , t h e l a r g e s t N o r t h Amer i c an p r o d u c e r s , 

s u f f e r e d d u r i n g t h e S e c o n d W o r l d W a r , and e s p e c i a l l y a f t e r i t , a c o n s i d e r a b l e l o s s 

1 / O f C . I b S f t e z d e l Carapo. 
2/ S e e . R . T o m i c , o p . c i t . , p p . 1 5 4 - 1 5 7 

/ i n t h e i r 
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i n t h e i r o l i g o p o l i s t i c p o w e r . On t h e one h a n d , t h e a n t i m o n o p o l i s t i c a c t i o n o f 

t h e U n i t e d S t a t e s Government t e n d i n g t o s t i m u l a t e t h e d e v e l o p m e n t o f c o p p e r m i n i n g 

i n t h a t c o u n t r y , c a u s i n g t h e d e g r e e o f c o n c e n t r a t i o n o f t h e i n d u s t r y t o d i m i n i s h . 

On t h e o t h e r h a n d , a l u m i n i u m was b e c o m i n g a t h r e a t e n i n g s u b s t i t u t e f o r c o p p e r . 

Bo th f a c t s f o r c e d t h e c a r t e l o f p r o d u c e r s t o a d o p t t h e s t r a t e g y o f l o w 

p r i c e s a s a w a y ; o f h o l d i n g b a c k t h e p r o c e s s o f r e p l a c e m e n t b y a l u m i n i u m a n d t h e 

e n t r a n c e o f new p r o d u c e r s i n t o c o p p e r m i n i n g . 1/ A t t h e same t i m e , t h e l a r g e c o p p e r 

c o r p o r a t i o n s w e r e i n e v i t a b l y f o r c e d i n t o t h e a l umin ium i n d u s t r y , f o l l o w i n g t h e 

p a t t e r n s o f d i v e r s i f i c a t i o n w h i c h c h a r a c t e r i z e T N C s , e s p e c i a l l y a f t e r t h e S e c o n d 

W o r l d W a r . 

A n o t h e r f a c t i s i m p o r t a n t f o r u n d e r s t a n d i n g t h e a c t i o n s o f A n a c o n d a a n d 

K e n n e c o t t i n C h i l e d u r i n g t h i s p e r i o d : t h e i n v e s t m e n t s ; made by. t h e s e compan ie s 

b e t w e e n 1910 and 1930 i n C h i l e a n d o t h e r c o u n t r i e s , g e n e r a t e d a l a r g e i n s t a l l e d . ; 

c a p a c i t y f o r c o p p e r p r o d u c t i o n , w h i c h r e m a i n e d l a r g e l y u n u s e d d u r i n g t h e d e p r e s s i o n 

and f o r a l o n g p e r i o d a f t e r i t . . T h i s i s shown b y t h e f a c t t h a t t h e p e a k o f demand 

i n t h e w a r y e a r s w a s met w i t h i n v e s t m e n t s w h i c h w e r e o n l y m a r g i n a l compared w i t h 

t h o s e . m a d e d u r i n g t h e f i r s t y e a r s o f t h e i r . o p e r a t i o n s i n C h i l e . 

I n a d d i t i o n , t h e s e same l a r g e i n v e s t m e n t s w e r e e n s u r i n g A n a c o n d a a n d 

K e n n e c o t t o f c o n s i d e r a b l e y e a r - t o - y e a r p r o f i t s , w h i c h * i t w o u l d a p p e a r , d i m i n i s h e d 

t h e a g g r e s s i v e n e s s o f b o t h c o r p o r a t i o n s . The t r u t h i s t h a t t h e s t r o n g dynamism 

w h i c h c h a r a c t e r i z e d them i n t h e d e c a d e s f r o m 1910 t o 1930 became i n s t e a d a 

s e r i o u s i n e r t i a f r o m t h e 1930s o n w a r d . I n t h i s r e s p e c t , h o w e v e r , t h e r e w e r e o t h e r 

d i f f e r e n c e s b e t w e e n t h e two . c o r p o r a t i o n s . 

I n t h e c a s e o f A n a c o n d a , one o f t h e f a c t o r s o f t h i s i n v e s t m e n t i n e r t i a w a s 

t h a t s i n c e 1925 i t w a s c o n c e n t r a t i n g on c o n s o l i d a t i n g i t s f i n a n c i a l s i t u a t i o n 

t h r o u g h t h e payment o f l a r g e , l o n g - t e r m d e b t s c o n t r a c t e d d u r i n g t h e y e a r s when i t 

b o u g h t A m e r i c a n B r a s s C o . a n d C h u q u i c a m a t a . ^ / T h i s p r o c e s s l a s t e d u n t i l 1 9 4 5 , 

when A n a c o n d a h a d a v e r y h i g h l i q u i d i t y . I n t h e s e same y e a r s , A n a c o n d a was f a c e d 

w i t h t h e u n a v o i d a b l e n e e d , t o make a l a r g e i n v e s t m e n t i n C h u q u i c a m a t a , due t o t h e 

g r a d u a l d e f l a t i o n o f t h e o x i d i z e d o r e and t h e n e e d t o i n i t i a t e t h e e x p l o i t a t i o n o f 

s u l p h u r a t e d m i n e r a l s w h i c h i n v o l v e d a t e c h n o l o g i c a l change i n t h e p r o d u c t i v e 

1/ F o r a n a n a l y s i s o f t h e e v o l u t i o n o f t h e i n t e r n a t i o n a l c o p p e r i n d u s t r y , 
s e e T . K o r a n , o p . c i t . , c h a p t e r 2 . 

2/ N . G i r v a n , o p . c i t . , p . 3 9 . 

/ p r o c e s s . T h i s 
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p r o c e s s . T h i s i n v e s t m e n t w a s n e c e s s a r y t o k e e p e n s u r i n g t h e s u p p l y o f c o p p e r t o 

t h e v e r t i c a l l y i n t e g r a t e d s t r u c t u r é o f t h i s c o r p o r a t i o n . A f t e r 1 9 5 0 , A n a c o n d a 

b e g a n i t s - i n c u r s i o n i n t o - a l u m i n i u m , arid w i t h t h i s C h i l e a n c o p p e r l a r g e l y l o s t i t s 

p r i o r i t y i n t h e o v e r a l l ' s t r a t e g y o f t h i s c o r p o r a t i o n . 

The s i t u a t i o n o f ' K e n n e c o t t was s i m i l a r t o t h a t o f A n a c o n d a i n t h e amount o f 

p r o f i t s t h e y w e r e o b t a i n i n g f r o m t h e i r o p e r a t i o n s i n C h i l e , t h e l i q u i d i t y w i t h w h i c h 

t h e y e m e r g e d f r o m t h e S e c o n d W o r l d W a r , and t h e i r i n t e r e s t i n d i v e r s i f y i n g i n t o 

a l u m i n i u m a n d o t h e r m i n e r a l s a f t e r 1945 and i n t h e l o w p r i o r i t y o f C h i l e a n c o p p e r 

i n t h e f r a m e w o r k o f t h e i r o v e r a l l p l a n n i n g s t r a t e g y . B u t , i n a d d i t i o n , K e n n e c o t t 

h a d a l w a y s b e e n known f o r i t s a s s i g n i n g o f a l o w p r i o r i t y t o t h e r e i n v e s t m e n t o f 

p r o f i t s . T h u s , b e t w e e n 1925 and 1947 t h e n e t v a l u e o f t h e i r f i x e d a s s e t s r e m a i n e d 

p r a c t i c a l l y c o n s t a n t , w h i l e t h e d i s t r i b u t i o n o f d i v i d e n d s e x c e e d e d ^ on t h e a v e r a g e , 

70% o f t h e h i g h p r o f i t s o b t a i n e d . l / The rest o f t h e p r o f i t s w e r e b a s i c a l l y u s e d 

f o r i n c r e a s i n g t h e l i q u i d i t y o f t h é company. I n 1945 t h e l i q u i d a s s e t s O f Kéht ieèot t 

r o s e a b o v e 50% o f t o t a l a s s e t s . T h i s i s a c l e a r d e m o n s t r a t i o n o f how. c o n s e r v a t i v e 

the- o v e r a l l s t r a t e g y o f t h i s c o r p o r a t i o n was " d u r i n g t h i s p e r i o d . 

I n 1 9 4 9 , K e n n e c o t t b e g a n i t s d i v e r s i f i c a t i o n i n t o a l u m i n i u m , a t t h e same r : ' 

t i m e t h a t i t w e n t i n t o o i l , p l a t i n u m a n d o t h e r m i n e r a l s . A n o t h e r n o t e w o r t h y f a c t 

i s t h a t , i n g e n e r a l , t h e s e i n c u r s i o n s h a d v e r y l i t t l e s û c c i e s s . 

( d ) The results o f t h é p o l i c i e s : t h e d i s t r i b u t i o n o f p r o f i t s 

B e a r i n g i n mind t h e a b o v e - m e n t i o n e d i n t e r n a l s i t u a t i o n i n C h i l e , i t may b e 

m a i n t a i n e d t h a t t h e p o s i t i o n a n d p o l i c i e s o f c o p p e r i n t h e s u c c e s s i v e g o v e r n m e n t s 

o f t h e p e r i o d c e n t r e d on i n c r e a s i n g , b y v a r i o u s m e t h o d s , t h e t a x r e v e n u e coming 

f r o m t h i s s e c t o r . We w i l l a n a l y s e t h e e f f e c t s o f t h i s p o l i c y h e r e i n t e rms o f t h e 

v a l u e a n d d i s t r i b u t i o n o f t h e p r o f i t s o f t h e ' s e c t o r . 

I n q u a n t i t a t i v e t e r m s , t h e main e f f é c t s t o b e n o t e d a r e " ( s ee t a b l e s 1 9 , 20 

a n d 2 1 ) : 

( i ) T h e r e w a s a s t r o n g i n c r e a s e i n t h e p e r c e n t a g e ' o f returned v a l u e . W h i l e ' 

i n t h e f i v e - y e a r p e r i o d 1 9 3 5 - 1 9 3 9 t h i s p e r c e n t a g e was o n l y 31%, -in t h e p e r i o d 

1 9 5 0 - 1 9 5 4 i t reached 68%. 

( i i ) A l o n g w i t h t h e a b o v e , t h e e f f e c t i v e t a x r a t e r o s e f r o m 29% i n t h e 1930s 

t o t h e h i s t o r i c a l maximum o f t h e p e r i o d b e f o r e n a t i o n a l i z a t i o n o f 78.6% .in. t h e 

p e r i o d 1 9 5 0 - 1 9 5 4 . 

1/ Ibid., p. 52. 
/ ( i i i ) The 



' ( i i i ) The t o t a l r e t u r n e d v a l u e ( i n c o n s t a n t c o p p e r p r i c e s ) , a l t h o u g h i t 

r o s e c o n s i d e r a b l y d u r i n g 1 9 4 0 - 1 9 4 4 c o n p a r e d w i t h 1 9 3 5 - 1 9 3 9 , r e m a i n e d c o n s t a n t i n 

t h e two f o l l o w i n g f i v e - y e a r p e r i o d s u n t i l t h e e n d o f t h e p e r i o d . 1 / 

( i v ) P r o d u c t i o n , w h i c h e x p e r i e n c e d an a v e r a g e a n n u a l i n c r e a s e o f 7.8% i n 

1 9 4 0 - 1 9 4 4 , f e l l b y 1.8% on t h e a v e r a g e a n n u a l l y i n t h e f o l l o w i n g f i v e - y e a r p e r i o d 

and a g a i n f e l l by 2.5% a n n u a l a v e r a g e i n t h e p e r i o d 1 9 5 0 - 1 9 5 4 . T h i s meant t h a t i n 

t h e l a t t e r f i v e - y e a r p e r i o d t h e C h i l e a n c o p p e r m i n i n g i n d u s t r y became l e s s i m p o r t a n 

on t h e w o r l d s c e n e . From 17.2% o f w o r l d p r o d u c t i o n i n 1 9 4 0 - 1 9 4 4 , i t - r o s e t o 18 .4% 

i n 1945 -1949 ( s h o w i n g t h a t t h e f a l l i n p r o d u c t i o n i n C h i l e w a s l o w e r t h a n t h a t o f 

w o r l d p r o d u c t i o n ) t o t h e n f e l l t o 12 .7% i n t h e same p e r i o d o f t h e f o l l o w i n g 

d e c a d e . 2 / 

The d r o p i n p r o d u c t i o n i s t h e f a c t o r e x p l a i n i n g why t h e r e t u r n e d v a l u e ( a t 

c o n s t a n t c o p p e r p r i c e s ) r e m a i n e d u n c h a n g e d d u r i n g t h e e n t i r e p e r i o d d e s p i t e t h e 

l a r g e i n c r e a s e i n t h e e f f e c t i v e - t a x r a t e . 

L o o k e d a t s u p e r f i c i a l l y , t h e i n t e r p r e t a t i o n o f t h e s e r e s u l t s m i g h t seem 

s i m p l e : t h e r i s e i n p r e s s u r e b y s u c c e s s i v e g o v e r n m e n t s o n t h e c o m p a n i e s ' p r o f i t s 

h a d d e c r e a s e d t h e a t t r a c t i o n o f C h i l e a n c o p p e r f o r t h e s e c o r p o r a t i o n s , w h i c h h a d 

meant a r e d u c t i o n i n i n v e s t m e n t a n d t h e n i n p r o d u c t i o n . T h i s i s , h o w e v e r , a v e r y 

s i m p l i s t i c a n d r i s k y a n a l y s i s , a s shown b y t h e d e f e a t o f t h e p o l i c i e s f o l l o w e d 

a f t e r 1 9 5 5 , b a s e d on t h i s t y p e o f a n a l y s i s . 

Above a l l , we must k e e p i n m i n d t h a t e v e n when t h e e f f e c t i v e t a x r a t e i n t h e 

p e r i o d 1 9 5 0 - 1 9 5 4 r e a c h e d t h e h i s t o r i c a l maximum f o r t h e p r e - n a t i o n a l i z a t i o n p e r i o d 

o f 7 8 . 6 % , t h e p r o f i t a b i l i t y o b t a i n e d b y K e n n e c o t t a n d A n a c o n d a i n t h e E l T e n i e n t e 

a n d C h u q u i c a m a t a m i n e s , r e s p e c t i v e l y , c o n t i n u e " t o b e much h i g h e r t h a n t h e 

p r o f i t a b i l i t y o f t h e s e E n t e r p r i s e s a t t h e w o r l d l e v e l ( s e e t a b l e s -20 and 2 1 ) . 

S e c o n d l y , t h e a n a l y s i s o f t h e - p o s i t i o n afnd s t r a t e g y o f A n a c o n d a and K e n n e c o t t 

i n t h e f r a m e w o r k o f t h e c h a n g e s t a k i n g p l a c e i n t h e c e n t r e o f t h e i n t e r n a t i o n a l 

c a p i t a l i s t s y s t e m c l e a r l y show t h a t C h i l e a n c o p p e r w a s n o t one o f t h e f i r s t 

p r i o r i t i e s o f t h e s t r a t e g i e s o f t h e s e c o m p a n i e s . I t ' i s n o t a b s o l u t e l y u n t h i n k a b l e 

t o s t a t e t h a t even : i f t h e t r e a t m e n t g r a n t e d t o them h a d b e e n more - f a v o u r a b l e , t h e 

t r a n s n a t i o n a l w o u l d n o t h a v e i n v e s t e d more - in C h i l e a n c o p p e r t h a n t h e l i t t l e 

w h i c h t h e y e f f e c t i v e l y d i d i n v e s t . . . . . . . . 

1/ See n o t e b/. i n t a b l e 1 9 . ; 

2/ See t a b l e 2 i n c h a p t e r 1 . 

/ B o t h A n a c o n d a 
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B o t h A n a c o n d a a n d K e n n e c o t t , a l r e a d y v e r y d e p e n d e n t on C h i l e , w e r e b e g i n n i n g 

t o d i v e r s i f y i n t o a l u m i n i u m and w e r e l o o s i n g p o w e r i n t h e c o n t e x t o f t h e 

i n t e r n a t i o n a l c o p p e r i n d u s t r y » M o r e o v e r , A n a c o n d a and K e n n e c o t t h a d l o s t t h e 

t h r u s t w h i c h h a d c h a r a c t e r i z e d them i n t h e f i r s t d e c a d e o f t h e c e n t u r y . B o t h 

c o m p a n i e s a s p i r e d o n l y t o m a i n t a i n c o n t r o l and t h e s i z e o f t h e i r o p e r a t i o n s i n 

C h i l e , i n t h e b e s t t a x c o n d i t i o n s p o s s i b l e , f o r w h i c h t h e y a s k e d t h e U n i t e d S t a t e s 

Gove rnment t o s u p p o r t them i n . t h e i r n e g o t i a t i o n s w i t h t h e C h i l e a n S t a t e . 

T h i r d l y , t h e d r o p . i n C h i l e a n c o p p e r p r o d u c t i o n a f t e r t h e S e c o n d W o r l d W a r , 

when t h e t a x c o n d i t i o n s w e r e a l r e a d y d i f f i c u l t , w a s l e s s s h a r p t h a n t h a t o f t h e 

r e s t o f t h e w o r l d , a s m e n t i o n e d a b o v e . M o r e o v e r , C h i l e a n p r o d u c t i o n h a d a l m o s t 

r e c o v e r e d t h e 1945 amounts when t h e U n i t e d S t a t e s e c o n o m i c d e p r e s s i o n o f 1949 made 

t h e l a t t e r n a t i o n f e e l i t s e c o n o m i c dependency t o a l a r g e e x t e n t . The f a l l i n t h e 

p r o d u c t i o n o f c o p p e r i n C h i l e ( b y 17% i n 1949 compared t o 1 9 4 8 ) was much g r e a t e r 

t h a n t h a t o f t h e r e s t o f t h e w o r l d ( w h i c h meant t h a t C h i l e a n p a r t i c i p a t i o n i n t h e 

w o r l d m a r k e t d r o p p e d f r o m 18.3% i n 1948 t o 15 .5% i n 1 9 4 9 , . s e e S t a t i s t i c a l A n n e x , 

t a b l e 1 ) . B u t t h i s w a s c e r t a i n l y n o t due t o t h e f a c t t h a t t h e C h i l e a n mines h a d 

l o s t . ¡ c o m p e t i t i v e n e s s ; r a t h e r i t w a s p r o b a b l y due t o a s t r a t e g y o f r e p r i s a l s a g a i n s t 

t h e C h i l e a n Gove rnment f o r i t s t a x t r e a t m e n t . We m i g h t v e n t u r e t o s t a t e t h a t i n 

t h e f i v e - y e a r p e r i o d 1 9 5 0 - 1 9 5 4 t h e c o r p o r a t i o n s c o n t i n u e d t o u s e t h i s p r o c e d u r e 

t o f o r c e a change i n t h e r u l e s o f t h e game . I n t h i s s e n s e i t w o u l d b e t r u e t h a t 

t h e i n c r e a s e i n t h e p r e s s u r e o n t h e c o r p o r a t i o n s ' p r o f i t s w o u l d h a v e b r o u g h t on 

t h e d e c r e a s e i n p r o d u c t i o n . B u t t h i s w o u l d n o t b e f o r r e a s o n s o f a l o s s o f r e l a t i v e 

c o m p e t i t i v e n e s s b u t r a t h e r b e c a u s e t h e c o r p o r a t i o n s , w i t h t h e s u p p o r t o f t h e U n i t e d 

S t a t e s G o v e r n m e n t , u s e d t h i s s t r a t e g y a s a w a y o f p r e s s u r i n g t h e C h i l e a n 

G o v e r n m e n t . ^ / A l l o f t h e a b o v e m a k e s . i t c l e a r t h a t i t i s s i m p l i s t i c t o h o l d t h a t 

a more f a v o u r a b l e t r e a t m e n t w o u l d h a v e r a d i c a l l y c h a n g e d - t h i n g s , e s p e c i a l l y i n 

r e s p e c t o f i n v e s t m e n t . 

What i s t r u e i s t h a t t h e s p e c i f i c f o r m t a k e n b y t h e e x t r a c t i o n o f c o p p e r 

s u r p l u s e s d i d n o t f a v o u r t h e i n t e g r a t i o n o f t h e c o p p e r m i n i n g i n d u s t r y i n t o t h e 

n a t i o n a l e conomy . I t s h o u l d b e recalled t h a t a f t e r 1934 t h e i n f l u x o f f o r e i g n . 

c u r r e n c y w h i c h t h e compan ie s h a d t o b r i n g a b o u t i n o r d e r t o f i n a n c e t h e i r 

1 / F o r an a n a l y s i s o f t h e e c o n o m i c and p o l i t i c a l p r e s s u r e s e x e r c i s e d b y t h e 
U n i t e d S t a t e s Government and t h e c o p p e r compan i e s s e e T . Moran., o p . c i t . , e s p e c i a l l y 
p a g e s 175 o n . 

/ e x p e n d i t u r e s i n 
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e x p e n d i t u r e s i n n a t i o n a l m o n e y , g i v e n t h e s y s t e m o f p a r t i a l r e t u r n , r e c e i v e d 

d i s c r i m i n a t o r y t r e a t m e n t . The c o p p e r c o r p o r a t i o n s h a d t o change t h i s f o r e i g n 

c u r r e n c y a t a f i x e d e x c h a n g e r a t e w h i c h w a s l o w e r t h a n t h e m a r k e t e x c h a n g e r a t e , 

e v e n a t t h e b e g i n n i n g o f t h i s s y s t e m . W i t h t i m e , d o m e s t i c i n f l a t i o n a n d t h e 

r e s u l t i n g d e v a l u a t i o n o f t h e d o l l a r d e t e r m i n e d t h a t t h e d i f f e r e n c e b e t w e e n b o t h 

e x c h a n g e r a t e s - w h i c h i n p r a c t i c e meant an e x c h a n g e t a x - w o u l d g row c o n s i d e r a b l y . 

I n t h e p e r i o d 1 9 5 2 - 1 9 5 4 , ' m o r é t h a n 60% o f t a x r e v e n u e s f r o m l a r g e s c a l e c o p p e r < 

m i n i n g w e r e e x t r a c t e d i n - t h i s w a y . 1/ 

From t h e p o i n t o f v i e w o f t h e c o m p a n i e s , t h e e x c h a n g e t a x i s a d u t y on 

e x p e n d í t u r e s i n n a t i o n a l money*1 I t i s t h u s a d i s i n c e n t i v e t o . p u r c h a s e s i n t h e 

c o u n t r y and t o t h e c o n t r a c t i n g o f l a b o u r . F o r b o t h r e a s o n s t h i s mechanism t e n d s 

t o r e i n f o r c e t h e c h a r a c t e r i s t i c s o f an e n c l a v e i n t h e l a r g e - s c a l e c o p p e r - m i n i n g 

i n d u s t r y . W h i l e i t i s p r o b a b l e t h a t t h e relative i n t e n s i t y i n t h e u s e o f c a p i t a l 

d i d n o t r e a c t s i g n i f i c a n t l y t o t h e d i s i n c e n t i v e t o t h e c o n t r a c t i o n o f l a b o u r , 

g i v e n t h e a l r e a t f y v e r y h i g h i n t e n s i t y i n t h e use o f c a p i t a l , n a t i o n a l p u r c h a s e s 

d i d s u f f e r a d e t e r i o r a t i o n , i f n o t i n a b s o l u t e t e r m s , a t l e a s t i n t e r m s o f wha t 

w a s t h e h o p e d - f o r t r e n d , g i v e n t h e d e v e l o p m e n t o f t h e n a t i o n a l m a n u f a c t u r i n g 

i n d u s t r y . 2 / 

The f a c t i s t h a t w h i l e ' i n 1925 -1929 50% o f t h e t o t a l e x p e n d i t u r e s w e r e . 

e x p e n d i t u r e s i n C h i l e , i n ' 1 9 3 5 - 1 9 3 9 t h i s p e r c e n t a g e r e a d i e d o n l y 41 .8% . . T h i s . 

p e r c e n t a g e was r e c o v e r e d i n t h e f o l l o w i n g f i v e - y e a r p e r i o d w i t h t h e w a r " b o o m " , 

t o r e a c h a f i g u r e o f 56.8% i n 1 9 5 0 - 1 9 5 4 , o n l y 10% above t h a t o f 1 9 2 5 - 1 9 2 9 . ( S e e 

t a b l e 1 9 . ) • • ' , • • 

The a d v a n t a g e s o f t h i s - m e c h a n i s m a r e e v e n - more c l e a r i f we b e a r i n mind . 

t h a t , i n t h e c o n t e x t o f t h e s y s t e m o f p a r t i a l r e t u r n , t h i s n o t o n l y meant 

e n c o u r a g i n g i m p o r t s a n d d i s c o u r a g i n g n a t i o n a l p u r c h a s e s b u t ~&lso 9 s i n c e t h e 

s u b s t i t u t i o n o f one f o r t h e o t h e r h a s i t s l i m i t s , " th i s mechan i sm a l s o meant a t a x 

on p r o d u c t i o n . 3 / 

1 / See S t a t i s t i c a l A n n e x , t a b l e 3 . 
2/ F o r - a n i n - d e p t h a n a l y s i s o f t h i s p o i n t , s e e R. F f r e n c h - C a v i s , " I n t e g r a -

c i 6 n de l a G ran M i n e r í a a l a E c o n o m í a N a c i o n a l : E l r o l de l a s p o l í t i c a s e c o n ó m i c a s " , 
i n R . F f r e n c h - D a v i s , E . T i r o n i , E l c o b r e e n e l d e s a r r o l l o n a o i o n a l , o p . c i t . 

3/ S e e R . F f r e n c h - D a v i s , o p . c i t . , p . 2 2 8 . 

i _ _ 
" / I n a d d i t i o n , -
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I n a d d i t i o n , w e s h o u l d k e e p i n mind t h a t t h e e x c h a n g e t a x i n c r e a s e d t h e c o s t 

o f p r o d u c t i o n and t h u s d e c r e a s e d t h e t a x a b l e income o f t h e c o r p o r a t i o n s . T h i s 

means- t h a t i f t h i s t a x d i d n o t e x i s t , a l a r g e p a r t o f t h e amount o b t a i n e d t h r o u g h 

t h i s c o n c e p t w o u l d h a v e a l s o b e e n a p p r o p r i a t e d b y t h e t a x o f f i c e t h r o u g h t a x e s on 

p r o f i t s . 

The e x c h a n g e t a x h a d an a d d i t i o n a l d i s a d v a n t a g e : e v e r y t h i n g t h a t t h e 

c o r p o r a t i o n s p a i d i n t o , t h e t a x o f f i c e f o r t h i s p u r p o s e w a s n o t , s p e a k i n g i n t e rms 

o f a c c o u n t s , a t a x payment a n d h e n c e t h e s e c o u l d n o t b e d e d u c t e d as e x p e n d i t u r e s 

f r o m t h e i r . t a x payment s t o ' t h e U n i t e d S t a t e s , i n a c c o r d a n c e w i t h t h e " F o r e i g n Tax 

C r e d i t " o p e r a t i n g i n t h a t c o u n t r y * I t w o u l d t h u s h a v e b e e n f e a s i b l e t o haye 

i m p r o v e d t h e s i t u a t i o n o f t h e c o r p o r a t i o n s o r o f t h e C h i l e a n S t a t e , o r o f b o t h , 

a t a c o s t t o t h e U n i t e d S t a t e s t a x c o f f e r s . 1 / I n summary , t h e r e was an i m p o r t a n t 

l e s s o n t o b e d r a w n : n o t a l l t h e f o rms , o f e x t r a c t i o n o f s u r p l u s e s a r e e q u i v a l e n t 

i n t h e i r l o n g - t e r m e f f e c t s , e v e n i f i n t h e s h o r t r u n t h e y g e n e r a t e t h e same i n c o m e . 

• > The p e r i o d i n q u e s t i o n t a u g h t a n o t h e r g o o d l e s s o n : - r e f e r r i n g t o w h a t 

h a p p e n e d b e t w e e n 1950 and 1 9 5 5 . The i n c u r s i o n o f C h i l e a n . t e c h n i c i a n s i n t o t h e 

m a r k e t i n g o f - c o p p e r a f t e r 1951 shows w h a t may h a p p e n when t h e r e i s a p o l i t i c a l 

w i l l t o d e f e n d n a t i o n a l i n t e r e s t s . B u t t h i s e x p e r i e n c e a l s o shows t h a t p o l i t i c a l 

w i l l i s a n e c e s s a r y b u t i n s u f f i c i e n t c o n d i t i o n . W i t h o u t a g o o d t e c h n i c a l s t a f f 

a n d a d e q u a t e o r g a n i z a t i o n , p o l i t i c a l w i l l r e m a i n s j u s t t h i s , s i m p l y v o l u n t a r y 

a c t i o n . The f a i l u r e and e n d o f t h i s e x p e r i e n c e - w i t h t h e r e t u r n o f c o n t r o l o f 

m a r k e t i n g t o t h e c o m p a n i e s - a l s o i l l u s t r a t e s v e r y c l e a r l y t h e r e s t r i c t i o n s 

o p e r a t i n g i n t h e p e r i p h e r y a n d d e p e n d e n t c o u n t r i e s , a s a r e s u l t o f t h e s p e c i f i c 

ways i n w h i c h t h e y a r e i n s e r t e d e c o n o m i c a l l y and p o l i t i c a l l y i n t o t h e i n t e r n a t i o n a l 

s y s t e m . 

I t i s t r u e t h a t t h e f a i l u r e o f t h e c o p p e r monopo l y a n d t h e a c c u m u l a t i o n o f 
i 

c o p p e r s u r p l u s e s i n C h i l e a t t h e e n d o f t h e K o r e a n w a r w a s due i n l a r g e p a r t t o 

t h e i n e x p e r i e n c e o f t h e C h i l e a n t e c h n i c i a n s . B u t i t i s a l s o t r u - ^ t h a t e v e n more 

i m p o r t a n t i n t h i s f a i l u r e w e r e , f i r s t l y , t h e f a c t t h a t t h e N o r t h Amer i can marke t 

h a d b e e n a l m o s t t h e o n l y m a r k e t f o r C h i l e a n c o p p e r u n t i l t h e n , a n d s e c o n d l y , t h e 

b l o c k i m p o s e d on C h i l e b y t h e c a p i t a l i s t c e n t r e c o u n t r i e s on s e l l i n g c o p p e r t o t h e 

s o c i a l i s t c o u n t r i e s . 

1 / T . M o r a n , o p . c i t . s p . 9 4 . 

/ 3 . The 
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3 . The r e v e r s i o n o f i n t e r v e n t i o n i s m and t h e r e a p p e a r a n c e o f 
l a i s s e z - f a i r e : 1955 -1965 

The g r a d u a l p r o c e s s o f i n c r e a s i n g g o v e r n m e n t a l i n t e r v e n t i o n i n t h e l a r g e -

s c a l e c o p p e r m i n i n g i n d u s t r y , w h i c h h a d a l r e a d y b e g y n i n t h e 1 9 2 0 s , s u f f e r e d a 

s i g n i f i c a n t - a l t h o u g h s h o r t - r e v e r s i o n a f t e r .1955. 

The f a i l u r e o f t h e c o p p e r m o n o p o l y , a m i s t a k e n i n t e r p r e t a t i o n o f t h e 

s t a g n a t i o n o f p r o d u c t i o n i n t h e p a s t 15 y e a r s , an o v e r s i m p l i f i e d i d e a o f t h e 

b e h a v i o u r o f t h e t r a n s n a t i o n a l c o r p o r a t i o n s a n d , f i n a l l y , t h e s e a r c h f o r a new 

f o r m o f r e - i n s e r t i o n i n t o t h e w o r l d economy on t h e p a r t o f t h e G o v e r n m e n t , l e d i t 

t o p a s s a l i b e r a l . l e g i s l a t i o n w h i c h was v e r y f a v o u r a b l e t o f o r e i g n c o r p o r a t i o n s . 

The a n a l y s i s o f t h e f a i l u r e o f t h i s p o l i c y I n t e r m s o f i t s e x p l i c i t , o b j e c t i v e o f .. 

s t i m u l a t i n g an a c c e l e r a t e d e x p a n s i o n i n t h e c o p p e r m i n i n g i n d u s t r y i s a g o o d 

v a l i d a t i o n o f t h e a p p r o a c h o f n e g o t i a t i o n w h i c h we h a v e u s e d i n t h i s w o r k , 

( a ) The w o r l d e c o n o m i c and p o l i t i c a l s i t u a t i o n 

I n t e r m s o f t h e i n t e r n a t i o n a l e n v i r o n m e n t , t h e p e r i o d i n q u e s t i o n ( 1 9 5 5 - 1 9 6 5 ) 

may b e c h a r a c t e r i z e d a s an e x t e n s i o n o f t h e t r e n d s w h i c h b e g a n a f t e r t h e e n d o f 

t h e Second W o r l d W a r i n t h e c e n t r e a n d p e r i p h e r y o f t h e c a p i t a l i s t w o r l d . 

On t h e one h a n d , t h e n a t i o n a l i s t movement a n d t h e i d e o l o g y o f s o v e r e i g n t y 

o v e r n a t i o n a l . r e s o u r c e s i n t h e - . T h i r d W o r l d c o n t i n u e d t o a d v a n c e , i n t h e c o n t e x t 

o f t h e p o l i t i c a l i n d e p e n d e n c e o f many p e r i p h e r y c o u n t r i e s . ! / A l o n g w i t h t h i s 

g r e w t h e t h r e a t o f n a t i o n a l i z a t i o n o f t h e s u b s i d i a r i e s o f t r a n s n a t i o n a l 

c o r p o r a t i o n s o p e r a t i n g i n t h e s e c o u n t r i e s i n t h e m i n i n g , . a g r i c u l t u r a l , a g r i c u l t u r a l -

i n d u s t r i a l and o t h e r s e c t o r s r e l a t e d t o n a t u r a l r e s o u r c e s . ; 

I n r e s p e c t o f t h i s p r o c e s s t a k i n g p l a c e , i n t h e p e r i p h e r y , o f t h e s y s t e m ^ t h e 

c e n t r a l c o u n t r i e s ( e s p e c i a l l y t h e U n i t e d S t a t e s ) r e a c t e d , on t h e one h a n d , b y 

s e e k i n g t o d e c r e a s e t h e d e p e n d e n c y o f t h e i r e c o n o m i e s on t h e r a w m a t e r i a l s p r o d u c e d 

i n " i n s e c u r e a r e a s " a n d , on t h e o t h e r h a n d , d e v e l o p i n g a s t r a t e g y w h i c h w o u l d make 

i t p o s s i b l e t o ca lm t h e g r o w i n g . t e n s i o n s i n t h e i n t e r n a t i o n a l s y s t e m * 

' A t t h e same t i m e t h a t t h e p e r c e n t a g e o f d i r e c t Amieriean i n v e s t m e n t i n n u n i n g 

i n d e v e l o p i n g c o u n t r i e s c o n t i n u e d t o d r o p , ( f r o m .54^5% i n 1955 t o ; 4 6 . 2 4 % . i n 1 9 6 5 ) , 2 / 

t h e t r a n s n a t i o n a l s o u g h t new ways o f e x t r a c t i n g d i f f e r e n t i a l - p r o f i t s ; f r o m t h e 

c o u n t r i e s w h e r e t h e y o p e r a t e d w h i c h d i d n o t r e q u i r e t o t a l o w n e r s h i p o f t h e s e 

1/ S e e C . F o r t i n , o p . c i t . , p p . 4 1 e t s e q . 
2/ I b i d . , t a b l e V , p . 2 9 . . . 

/ o p e r a t i o n s . Thus 



- 84 -

o p e r a t i o n s . Thus a d m i n i s t r a t i o n c o n t r a c t s , ' m i x e d c o r p o r a t i o n s a n d o t h e r f o r m s o f 

a s s o c i a t i o n a p p e a r e d w h i c h a l l o w e d t h e c o r p o r a t i o n s t o c ede t h e o w n e r s h i p o r p a r t 

o f i t w i t h o u t p r o p o r t i o n a l l y l o s i n g t h e i r c o n t r o l o v e r b i g d e c i s i o n s a n d p r o f i t s . l / 

I n t h e s y s t e m as a . w h o l e , t h e s e a r c h f o r a d e c r e a s e i n t e n s i o n s b e t w e e n 

p e r i p h e r a l c o u n t r i e s and c e n t r a l c o u n t r i e s became c o n c r e t e o n t h e A m e r i c a n c o n t i n e n t 

i n 1960 w i t h t h e A l l i a n c e - f o r P r o g r e s s , w h o s e e s t a b l i s h m e n t and l a t e r d e v e l o p m e n t 

i s o n e more e x p l a n a t o r y v a r i a b l e o f t h e d e v e l o p m e n t o f S t a t e - t r a n s n a t i o n a l 

c o r p o r a t i o n s r e l a t i o n s i n C h i l e a n , c o p p e r , 

( b ) D o m e s t i c s i t u a t i o n i n C h i l e and r e l a t e d f a c t o r s 

The change i n s i g n o f t h e c o p p e r p o l i c i e s i n C h i l e , w h i c h m a t e r i a l i z e d i n 

t h e Law o f t h e New D e a l ( N u e v o T r a t o ) o f . 1 9 5 5 , o c c u r r e d i n a p e r i o d when t h e 

f e e l i n g o f f a i l u r e w h i c h t h e i n t e r v e n t i o n i s t e x p e r i e n c e o f 1 9 5 2 - 1 9 5 3 h a d l e f t , i n 

a d d i t i o n t o t h e e x p e c t e d d e p l e t i o n o f one. o f . t h e t h r e e l a r g e - s c a l e c o p p e r mines . 

( P o t r e r i l l o s ) , p r o d u c e d an e f f e c t i v e t u r n a b o u t i n t h e b a r g a i n i n g p o w e r i n f a v o u r 

o f t h è companies .^2/ 

T h i s c o n t r i b u t e d t o t h e j o i n i n g o f p o l i t i c a l f o r c e s b e h i n d the^ i d e a t h a t i t 

w a s n e c e s s a r y t o r e n e g o t i a t e w i t h t h e c o m p a n i e s . A t u r n a b o u t t o w a r d s a more 

l i b e r a l scheme t h u s t o o k p l a c e i n t h e s e y e a r s , , w h i c h i n t h e a r e a o f f o r e i g n 

i n v e s t m e n t w a s made c o n c r e t e - i n , 1954 ,w i th a v e r y f a v o u r a b l e s t a t u t e t o w a r d s f o r e i g n 

i n v e s t o r s , and i n t h e f o l l o w i n g y e a r w i t h t h e Law o f t h e New D e a l t o C o p p e r 

C o m p a n i e s • 

The p h i l o s o p h y b e h i n d t h i s w a s s i m p l e . I t w a s p r o p o s e d t h a t , t h e * s t a g n a t i o n 

o f i n v e s t m e n t a n d p r o d u c t i o n o f c o p p e r i n t h e p r e v i o u s p e r i o d s was t h e r e s u l t o f 

an e x c e s s i v e S t a t e i n t e r v e n t i o n i n t h i s s e c t o r . I f t h e d e s i r e w a s t o a c h i e v e a n 

e f f e c t i v e e x p a n s i o n o f t h e c o p p e r i n d u s t r y i t was t h u s n e c e s s a r y t o d e c r e a s e t h i s 

i n t e r v e n t i o n , g e n e r a t i n g an a u t o m a t i c s t i m u l u s t o t h e compan ies t o make new 

i n v e s t m e n t s . 

I t i s u n d e n i a b l e t h a t b e h i n d t h i s l i b e r a l ; p o s t u r e t h e r e was an e r r o n e o u s 

i n t e r p r e t a t i o n o f w h a t h a d h a p p e n e d i n t h e C h i l e a n c o p p e r i n d u s t r y i n t h e p r e v i o u s 

t h r e e f i v e - y e a r . p e r i o d s . a n d a m i s u n d e r s t a n d i n g o f t h e . f o rms o f a c t i o n o f t h e 

t r a n s n a t i o n a l c o r p o r a t i o n s . Bu t t h i s i s n o t a l l . The s o c i a l g r o u p s w h i c h w e r e 

e x e r t i n g p r e s s u r e f o r t h i s new a p p r o a c h t o f o r e i g n i n v e s t m e n t s s aw i n i t a l s o a 

1 / I b i d . , p . 6 8 . . -
2/ T . Mo r a n , o p . c i t . , p . 1 9 1 . ^ 

/ u s e f u l way 



u s e f u l way t o r é - ve r s e a t r e n d i l l t h e C h i l e a n economic, s y s t e m a s a w h o l e w h i c h was 

a c t i n g a g a i n s t i t s l o n g - t e r r a i n t e r e s t s ; t h a t i s , t h e g r o w i n g p a r t i c i p a t i o n o f t h e 

S t a t e i n t h e n a t i o n a l e c o n o m i c d e v e l o p m e n t p r o c e s s . 1 / The 1950s a l r e a d y s h o w e d 

t h e f i r s t symptoms* o f t h e e x h a u s t i o n o f i m p o r t - s u b s t i t u t i ve i n d u s t r i a l i z a t i o n and 

t h e p o l i t i c a l a r r a n g e m e n t - i m p l i c i t more t h a n e x p l i c i t - w h i c h s u s t a i n e d i t . The 

n a t i o n a l b u s i n e s s community s o u g h t a new f o r m o f i n s e r t i o n i n t h e w o r l d economy 
a 

and t h i s l e d i t t o s e e k an a l l i a n c e w i t h t r a n s n a t i o n a l c a p i t a l . T h i s f a c t , a d d e d 

t o t h e n a i v e t e a n d c e r t a i n l a c k o f a b i l i t y o f t h e p r o p o n e n t s o f t h e Law o f t h e New 

D e a l , e x p l a i n s t h i s r e v e r s a l i n c o p p e r p o l i c i e s . ^ .4 

The p r i n c i p a l e l e m e n t s o f t h e Law o f - t h e New D e a l a r e : 

. ( i ) A change i n t h e t a x s y s t e m . The l a r g e s e t o f t a x e s on l a r g e - s c a l e 

m i n i n g w h i c h h a d b e e n g r o w i n g s i n c e 1925 w a s r e p l a c e d b y a s i n g l e t a x composed o f 

a f i x e d t a x r a t e o f 50% on p r o f i t s a n d - a n a d d i t i o n a l v a r i a b l e t a x o f up t o 25% 

i n v e r s e l y r e l a t e d t o t h è s c a l e o f p r o d u c t i o n . The o b j e c t i v e o f t h e v a r i a b l e r a t e 

was t o s e r v e a s a n i n c e n t i v e t o i n c r e a s e - p r o d u c t i o n . F o r t h i s p u r p p s e a b a s i c 

p r o d u c t i o n was d e t e r m i n e d b y e n t e r p r i s e , c o r r e s p o n d i n g t o n e a r l y 9 5 % ; o f t h e 

a v e r a g e p r o d u c t i o n f o r t h e p e r i o d 1 9 4 8 - 1 9 5 3 . . F o r t h i s p r o d u c t i o n the ; ; ; t ax r a t e w a s 

f i x e d a t 75%. As p r o d u c t i o n r o s e , t h e t a x r a t e f e l l b y 0 .125% f o r e a c h 1% i n c r e a s e 

i n p r o d u c t i o n , u n t i l t h e i n c r e a s e r e a c h e d 5.0% o f b a s i c p r o d u c t i o n . I n c r e a s e s 

a bove t h i s p r o d u c t i o n i n v o l v e d a d e c r e a s e i n t h e t a x r a t e o f 0.375%. f o r e a c h 1% 

i n c r e a s e i n p r o d u c t i o n , u n t i l d o u b l i n g t h e p r o d u c t i o n b a s e , a t w h i c h t i m e the. 

v a r i ab l e r t a x r a t e o f 25% became z e r o . 

( i i ) The s p e c i a l e x c h a n g e t a x f o r . c ompan i e s , was e l i m i n a t e d , and a l o n g w i t h 

i t t h e e x c h a n g e t a k . . 

( i i i ) A ò c e l e r a t e d - d e p r e c i a t i o n w a s e s t a b l i s h e d f o r new i n v e s t m e n t . 

( i v ) P r e s i d e n t i a l a u t h o r i t y t o f i x e x p o r t p e r c e n t a g e s f o r b l i s t e r and r e f i n e d 

c o p p e r w a s e l i m i n a t e d . . . •-••...• 

( v ) The D e p a r t m e n t o f C o p p e r was t r e a t e d , u n d e r t h e M i n i s t r y o f M i n i n g , i n 

t h e s p i r i t o f e s t a b l i s h i n g a s p e c i a l i z e d a g e n c y w h i c h w o u l d c o n t r o l t h e compan ie s 

i n t h e a r e a o f c o p p e r m a r k e t i n g a n d w h i c h w o u l d f o r c e t h e m - t o i n c r e a s e t o t h e 

maximum t h e i r l o c a l p u r c h a s e s o f i n p u t s . 

•The e s t a b l i s h m e n t o f .the D e p a r t m e n t o f C o p p e r , t h u s de f i n e d , a p p e a r s a s 

h i g h l y , c o n t r a d i c t o r y t ò ' t h è e c o n o m i c p h i l o s o p h y w h i c h i n s p i r e d t h e c r e a t i o n o f a -
——™™ < 

1/ S e e T . M o r a n , o p . c i t . , p p . 192 e t s e q . 

/ " g o o d c l i m a t e 
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" g o o d c l i m a t e f o r i n v e s t m e n t " . I n t r u t h , t h e i n c o r p o r a t i o n o f t h i s l a t t e r and 

c r u c i a l a s p e c t o f t h e l e g i s l a t i o n was an a c h i e v e m e n t o f t h e o p p o n e n t s o f t h i s 

p o l i c y , e s p e c i a l l y i n C o n g r e s s , ! / As we w i l l a n a l y s e i n more d e t a i l b e l o w , w i t h 

t h e e x c e p t i o n o f t h o s e o b j e c t i v e s a s s i g n e d t o the D e p a r t m e n t o f C o p p e r , t h e New ^ 

D e a l p o l i c y d i d n o t p r o d u c e t h e e x p e c t e d e f f e c t s n o r d i d i t s a t i s f y , t h e r e f o r e , 

t h e e x p e c t a t i o n s o f t h e Government o f t h e p e r i o d . I t c a u s e d a new change i n t h e . . 

b a r g a i n i n g p o s i t i o n . The c o n s e r v a t i v e g r o u p s r a p i d l y s a w the h o p e s t h e y h a d p u t 

i n t h i s new a c c u m u l a t i o n m o d e l d a s h e d , and r e a c t i o n i n c r e a s e d a g a i n s t the companies * 

Even u n d e r t h e c o n s e r v a t i v e Government o f J o r g e A l e s s a n d r i , t h e N o r t h Amer i can 

t r a n s n a t i o n a l i n v o l v e d i n c o p p e r c o m p l e t e l y l o s t t h e i r b a s i s o f p o l i t i c a l s u p p o r t 

i n C h i l e . 

The A l l i a n c e f o r P r o g r e s s and t h e c r i s i s i n t h e b a l a n c e o f payments o f t h e 

e a r l y 1960s c o n s o l i d a t e d t h i s s i t u a t i o n . The t a x , r a t e w a s r a i s e d , f i r s t b y 8% 

and t h e n b y an a d d i t i o n a l 5%. A l s o r e i n t r o d u c e d w e r e t h e d i f f e r e n t i a l e x c h a n g e 

r a t e f o r c o p p e r c o m p a n i e s . Even w e l l - k n o w n c o n s e r v a t i v e f i g u r e s p r o p o s e d t h a t 

t h e o n l y v i a b l e a l t e r n a t i v e f o r C h i l e a n c o p p e r w a s t o t a l n a t i o n a l i z a t i o n . 2 / 

( c ) The p o s i t i o n and s t r a t e g y o f t h e t r a n s n a t i o n a l 

I n t h e p e r i o d 1 9 5 5 - 1 9 6 5 , Anaconda and K e n n e c o t t c o n t i n u e d w i t h t h e ' 

g e o g r a p h i c a l and h o r i z o n t a l d i v e r s i f i c a t i o n s s t r a t e g i e s w h i c h b e g a n a f t e r t h e 

S e c o n d W o r l d W a r . B o t h f u l l y e n t e r e d the m a r k e t s o f a l u m i n i u m and o t h e r m i n e r a l s , 

w h i c h r e q u i r e d c o n s i d e r a b l e c a p i t a l r e s o u r c e s . T h i s i s one o f t h e r e a s o n s t h e y 

b e g a n t o p r e s s f o r a d e c r e a s e i n t a x e s on t h e i r p r o f i t s o b t a i n e d i n C h i l e , s i n c e 

t h e 1920s a s o u r c e o f a s i g n i f i c a n t p e r c e n t a g e o f t h e i r n e t income ( s e e t a b l e s 

20 and 2 1 ) . I t w a s a q u e s t i o n o f o b t a i n i n g b e t t e r t e r m s f o r i n c r e a s i n g t h e 

p r o f i t s o f t h e o p e r a t i o n s a l r e a d y e x i s t i n g i n C h i l e and i n c r e a s i n g t h e p r o f i t a b i l i t y 

o f t h é i n e v i t a b l e r e i n v e s t m e n t s . In t h o s e y e a r s , A n a c o n d a was f a c e d w i t h t h e n e e d 

t o o p e n t h e E l S a l v a d o r mine t o r e p l a c e t h e d e p r e c i a t e d mine a t P o t r e r i l l o s . The 

i n v e s t m e n t made f o r t h i s p u r p o s e ' ; ( 260 m i l l i o n d o l l a r s a t 1979 p r i c e s ) c a n n o t b e 

V .. J 
1 / T . M o r a n , o p . c i t . , p i 1 2 4 . 
2/ Moran c i t e s t h e f o l l o w i n g h i g h l i g h t s o f an e d i t o r i a l i n , t h e n e w s p a p e r E l 

D i a r i o I l u s t r a d o » 2 J u l y 1 9 6 1 , w r i t t e n b y t h e t h e n S e n a t o r o f t h e C o n s e r v a t i v e 
P a r t y : " T h e r e i s no n e e d f o r s o c i a l change i n C h i l e . . . What t h e c o u n t r y n e e d s a r e 
enormous i n v e s t m e n t s i n c o p p e r p r o d u c t i o n . The New D e a l has b e e n a f a i l u r e . . . F o r 
t h i s r e a s o n , i f t h e compan ie s c a n n o t u n d e r t a k e an enormous programme ( o f i n v e s t m e n t ) 
. . . t h e Government must n a t i o n a l i z e t h e m " . T . M o r a n , o p . c i t . , p . 200 . 

/ u n d e r s t o o d , h o w e v e r , 
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u n d e r s t o o d , h o w e v e r , as e v i d e n c e t h a t A n a c o n d a a s s i g n e d any p r i o r i t y t o i n v e s t m e n t 

i n C h i l e a n d / o r was r e a c t i n g t o t h e Law o f t h e New D e a l , The r e i n v e s t m e n t was 

n e c e s s a r y t o m a i n t a i n t h e s u p p l y o f c o p p e r o f A n a c o n d a ' s i n t e g r a t e d w o r l d s t r u c t u r e 

and i t was e x t r e m e l y a d v a n t a g e o u s b e c a u s e t h e c o n c e n t r a t i o n , s m e l t i n g and r e f i n i n g 

i n s t a l l a t i o n s o f t h e d e p r e c i a t e d mine c o u l d b ç u s e d t o p r o c e s s t h e o r e f r o m t h e new 

<4i mine ( w h i c h was l o c a t e d a . s h o r t d i s t a n c e a w a y } , ' 

Anaconda and K e n h e c o t t d i d n o t a s s i g n p r i o r i t y t o i n v e s t m e n t i n C h i l e ? a n d 

t h e l o n g - t e r m c r e d i b i l i t y o f t h e New D e a l w a s n o t t o o c l e a r t o them. H o w e v e r , when 

t h e r e a c t i o n o f t h e s o c i a l g r o u p s , w h i c h h a d e n c o u r a g e d t h e " g o o d c l i m a t e f o r 

i n v e s t m e n t " , f a c e d w i t h t h e n o n - r e s p o n s e ! o f t h e c o m p a n i e s , l e f t them w i t h ç u t -

d o m e s t i c p o l i t i c a l s u p p o r t , t h e c o r p o r a t i v e . s t r a t e g i e s b e g a n t o change d i r e c t i o n . 

S t r i c t l y s p e a k i n g , t h i s i s t r u e o n l y f o r K e n n e c o t t , s i n c e A n a c o n d a r e c e n t l y r e s i g n e d 

i t s e l f , i n 1 9 6 9 , t o t h e a l r e a d y i r r e v e r s i b l e change i n t h e b a l a n c e o f p o w e r . 

K e n n e c o t t , on t h e c o n t r a r y , b e g a n i n the e a r l y 1960s t o b e h a v e more f l e x i b l y 

t h a n t h e more dynamic t r a n s n a t i o n a l i n t h e p h a s e o f p o s t - w a r c a p i t a l i s t e x p a n s i o n . 

T h u s , K e n n e c o t t t r i e d t o d e c r e a s e d o m e s t i c p r e s s u r e s b y mak ing i n v e s t m e n t s i n t h e 

c o u n t r y . ' B u t t h e r i s k w a s h i g h , a n d K e n n e c o t t . t h u s , c o n d i t i o n e d t h i s s t r a t e g y o n 

o b t a i n i n g a g u a r a n t e e t h a t t h e t r e a t m e n t g r a n t e d f o r 20 y e a r s w o u l d n o t c h a n g e . 

B u t a t t h a t p o i n t t h i s w a s t o o much t o a s k , e v e n o f t h e c o n s e r v a t i v e Gove rnment o f 

t h e e r a . A t t h a t t i m e K e n n e c o t t c l e a r l y saw t h e n e e d f o r an a c t u a l change i n t h e . 

way i n w h i c h i t * r e l a t e d t o t h e C h i l e a n S t a t e , and b e g u n t o s t u d y t h e p o s s i b i l i t i e s 

o f e n t e r i n g i n t o a m i x e d c o r p o r a t i o n w i t h t h e l a t t e r , r e s e r v i n g f o r i t s e l f - t h r o u g h 

an a d m i n i s t r a t i o n c o n t r a c t - a c o n s i d e r a b l e d e g r e e o f p o w e r o v e r t h e d e c i s i o n s and 

p r o f i t s g e n e r a t e d . 

( d ) Thfe r e s u l t s o f t h e p o l i c i e s ; d i s t r i b u t i o n o f p r o f i t s 

The Law o f t h e New D e a l was . a f a i l u r e i n : t e rms o,f i t s ma in o b j e c t i v e : t o 

e n c o u r a g e new i n v e s t m e n t b y f o r e i g n c o r p o r a t i o n s i n t h e C h i l e a n c o p p e r raining 

i n d u s t r y . The i n v e s t m e n t c o n t i n u e d t o b e a v e r y low. p e r c e n t a g e , o f p r o f i t s p l u s 

i d e p r e c i a t i o n . I n t h e c a s e o f C h u q u i c a m a t a ( A n a c o n d a ) t h i s p e r c e n t a g e , i n 1 9 5 5 - 1 9 5 9 , 

w a s o n l y s l i g h t l y h i g h e r t h a n t h a t o f 1945 -1949 . : I n a d d i t i o n , , the . p e r c e n t a g e o f 

t o t a l i n v e s t m e n t b y A n a c o n d a i n C h i l e w e n t f r o m 22% i n 1 9 4 5 - 1 9 5 4 t o 25% i n t h e 

f o l l o w i n g d e c a d e . B u t t h i s b r o u g h t w i t h i t an i n c r e a s e a l s o i n . C h i l e ' s c o n t r i b u t i o n 

t o t h e n e t income o f Anaconda^ f r o m 50 t o 56% i n the -same. p e r i o d s ' ( s e e t a b l e 2 0 ) . 

/ I n t h e 
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I n t h e c a s é o f E l T e n i e n t e ( K e n n e c o t t ) , i n v e s t m e n t o v e r u t i l i t i e s p l u s , 

d e p r e c i a t i o n f e l l f r o m 14,4% i n 1 9 5 0 - 1 9 5 4 t o 11 .9% i n t h e f o l l o w i n g p e r i o d , ( s e e 

t a b l e 2 1 ) . F i n a l l y , i n t h é c a s e o f Andes ( A n a c o n d a ) i n v e s t m e n t was c o n s i d e r a b l e 

b u t , a s h a s a l r e a c f y b e e n d i s c u s s e d , i t w o u l d b e w r o n g t o c o n s i d e r t h i s i n v e s t m e n t 

a r e s u l t o f t h e Law o f t h e Nêw D e a l . I t i s p r o b a b l y more c o r r e c t t o e s t a b l i s h t h e 

i n v e r s e c a u s a l i t y : t h e n e e d t o r e i n v e s t i n Andes a s an i m p o r t a n t c a u s a l f a c t o r i n 

t h e p r e s s u r e s t o i m p r o v e c o n d i t i o n s f o r i n v e s t o r s t h r o u g h t h e l a w i n q u e s t i o n . 

D e s p i t e t h e l o w n e t i n v e s t m e n t , i n t h e f i r s t f i v e y e a r s o f t h e p e r i o d t h e r e 

was a n a p p r e c i a b l e r i s e i n p r o d u c t i o n . I n f a c t , t h e a v e r a g e a n n u a l p r o d u c t i o n i n 

t h e f i v e - y e a r p e r i o d 1 9 5 5 - 1 9 5 9 w a s 26% h i g h e r . t h a n t h a t o f t h e p r e v i o u s f i v e - y e a r 

p e r i o d . I t c a n n o t b e d e n i e d t h a t a t l e a s t i n t h i s s e n s e t h e New D e a l w a s . 

r e l a t i v e l y s u c c e s s f u l . The p r o b l e m i s t h a t i t w a s an u n n e c e s s a r i l y bu rdensome 

s u c c e s s f o r the ' c o u n t r y . T h i s w a s b e c a u s e t h e i n c r e a s e i n p r o d u c t i o n , b r o u g h t w i t h 

i t a d e c r e a s e i n t h e e f f e c t i v e t a x r a t e ( f r o m 78.6% i n 1 9 5 0 - 1 9 5 4 t o 67.2% i n 

1 9 5 5 - 1 9 5 9 ) and i n t h e p e r c e n t a g e o f • the r e t u r n e d v a l u e ( f r o m 68.1% t o 59.9% i n t h e 

same p e r i o d s ) ( s e e t a b l e 1 9 ) . 

I t c o u l d b e a r g u e d t h a t , i n any c a s e , t h e r e t u r n e d v a l u e r i n a b s o l u t e t e r m s 

r o s e b y 15% ( b e t w e e n t h e ' s a m e p e r i o d s ) andT c o n t i n u e d r i s i n g i n t h e f i v e - y e a r 

p e r i o d 1 9 6 0 - 1 9 6 4 . T h i s i s t r u e . B u t i t i s a l s o t r u e t h a t i t w a s e x t r e m e l y e a s y 

f o r t h e compan ie s t o a c h i e v e t h e i n c r e a s e s i n p r o d u c t i o n and c o n s e q u e n t t a x 

d e c r e a s e s , s i n c e t h e p r o d u c t i o n b a s e w a s e s t a b l i s h e d i n a d e p r e s s i v e p e r i o d o f 

p r o d u c t i o n , w h i c h e n a b l e d t h e compan ies a l m o s t -to d o u b l e t h e p r o d u c t i o n b a s e w i t h 

t h e e x i s t i n g i n s t a l l e d c a p a c i t y w i t h o u t m a k i n g hew i n v e s t m e n t s . 

F o r t h e c o m p a n i e s , t h e t a x i n c e n t i v e s w e r e v e r y s u i t a b l e i n t h e f r amework 

o f t h e i r s t r a t e g i e s f o r m a x i m i z i n g p r o f i t s i n C h i l e i n o r d e r t o f i n a n c e t h e i r w o r l d 

e x p a n s i o n o u t s i d e o f C h i l e . The p r o f i t a b i l i t y r a t e o f b o t h c o r p o r a t i o n s r o s e 

c o m p a r e d t o p r e v i o u s p e r i o d s ( s e e t a b l e s 20 a n d 2 1 ) . B u t t h e i n c r e a s e i n . t h e 

p r o f i t a b i l i t y o f o p e r a t i o n s i n C h i l e d i d n o t p r o d u c e an i n f l u x o f c a p i t a l i n t o 

t h e C h i l e a n m i n i n g i n d u s t r y ; o n t h e c o n t r a r y , t h e r e w a s a c o n s i d e r a b l e o u t f l o w o f 

c o p p e r s u r p l u s e s w h i c h w e r e i n v e s t e d b y t h e compan i e s i n a l u m i n i u m a n d o t h e r 

m i n e r a l s and i n o t h e r p a r t s o f t h e w o r l d . T h i s u n n e c e s s a r y f l i g h t o f c o p p e r 

s u r p l u s e s may b e s e e n a s t h e p r i c e o f an i n c o r r e c t p o l i c y , b u t , a s a n o t e d s t u d y 

on t h e s u b j e c t h o l d s , i t s h o u l d a l s o b e ' S e e n as t h e e c o n o m i c c o m p e n s a t i o n p a i d b y 

t h e Gove rnment o f t h e p e r i o d t o p u t t h e c o u n t r y b a c k i n t o t h e w o r l d econoiry i n t h o s e 

y e a r s . 
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The Law o f t h e New D e a l , o r r a t h e r t h a t p a r t o f i t i n t r o d u c e d b y i t s 

o p p o n e n t s , t h a t i s , the c r e a t i o n o f t h e D e p a r t m e n t o f C o p p e r , u n d e r t h e M i n i s t r y 

o f M i n i n g , h a d an i m p o r t a n t p o s i t i v e i m p a c t i n t h e i n c r e a s i n g o f t h e d e g r e e o f 

* i n t e g r a t i o n o f l a r g e - s c a l e m i n i n g w i t h t h e r e s t o f t h e n a t i o n a l e c o n o n y , a n d i n 

s u b s t a n t i a l l y i n c r e a s i n g t h e k n o w l e d g e a n d n e g o t i a t i n g s k i l l s o f t h e n a t i o n a l 

% s p e c i a l i s t s . The c o n t r o l l i n g r o l e o f t h e D e p a r t m e n t o f C o p p e r o v e r i m p o r t s w h i c h 

w e r e r e p l a c e a b l e b y n a t i o n a l i n p u t s made i t p o s s i b l e t o i n c r e a s e t h e s h a r e o f t h e 

l a t t e r i n t h e t o t a l p u r c h a s e s f r o m 39,9%. i n 1 9 5 5 - 1 9 5 7 t o 60.5% i n t h e p e r i o d 

1961 -1963 a n d t o - 6 7 . 5 % i n 1 9 6 7 - 1 9 6 9 . 1 / .The wo rk o f c o n t r o l l i n g s a l e s a l s o p r o d u c e d 

a s t r o n g u p w a r d t h r u s t i n t h e a p p r e n t i c e s h i p p r o c e s s , w h i c h w a s t o b e a r f r u i t i n • 

t h e s e c o n d h a l f o f t h e 1960s a n d , b a s i c a l l y , i n t h e s t a g e f o l l o w i n g t o t a l 

n a t i o n a l i z a t i o n . 

I t i s i m p o r t a n t t o n o t e , as an a d d i t i o n a l - d e b t t o t h e p r o p o n e n t s o f t h e New 

D e a l , t h a t t h e Depa r tment o f C o p p e r w a s n o t o n l y e s t a b l i s h e d a g a i n s t t h e w i l l o f 

t h e l a t t e r b u t w a s a l s o v i o l e n t l y o p p o s e d b y them d u r i n g t h e e n t i r e ; p e r i o d u n t i l 

1964 . 

4 . C h i l e a n i z a t i o n : 1964 -1970 

The f a i l u r e o f t h e Law o f t h e New D e a l , i n s o f a r a s p r o d u c i n g an a c c e l e r a t e d 

e x p a n s i o n o f t h e p r o d u c t i o n c a p a c i t y o f l a r g e - s c a l e c o p p e r m i n i n g , s e t up t h e b a s e s 

f o r a new change i n c o p p e r p o l i c i e s . I n t h e 1964 p r e s i d e n t i a l c a m p a i g n , t h e 

p o s i t i o n s f l u c t u a t e d b e t w e e n T o t a l N a t i o n a l i z a t i o n and " C h i l e a n i z a t i o n " 2/ o f 

l a r g e - s c a l e m i n i n g . The new Gove rnment o f C h i l e 3/ i n t r o d u c e d i t s C h i l e a n i z a t i o n 

p r o j e c t i n 1964 a t a t ime when C h i l e a n s o c i e t y w a s f a c e d w i t h w o r s e n i n g d o m e s t i c 

p o l i t i c a l c o n f l i c t s . 

(a ) The world economic and political. context 
Three , e v e n t s o f w o r l d w i d e s i g n i f i c a n c e h a d an i m p o r t a n t i m p a c t on w h a t 

o c c u r r e d i n C h i l e and on c o p p e r p o l i c i e s i n t h i s p e r i o d : t h e Cuban R e v o l u t i o n , t h e 

A l l i a n c e f o r P r o g r e s s and t h e V i e t n a m w a r . 

-The f i r s t two w e r e c e r t a i n l y i n t e r r e l a t e d a n d h a d a c o n t r a r y e f f e c t on 

C h i l e a n p o l i t i c a l l i f e : t h e Cuban R e v o l u t i o n i n c r e a s e d t h e s t r e n g t h o f t h e s o c i a l i s t 

1 / S e e R . F f r e n c h - D a v i s , o p . c i t . , t a b l e '3, jpV 223 a n d t a b l e 7 i n c h a p t e r 1 
o f t h i s r e p o r t . ..." > 

2/ S e e t h e e x p l a n a t i o n o f t h i s t e r m b e l o w i n s e c t i o n ( d ) . 
3/ O f E . F r e i M o n t a l v a . . ' \ : 

/movement in - ' 
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movement i n C h i l e , , t h e A l l i a n c e f o r P r o g r e s s p l a c e d t h e U n i t e d S t a t e s b e h i n d t h e 

" d e v e l o p m e n t i s m " o f t h e Government o f t h e p e r i o d . A g a i n s t t h i s b a c k g r o u n d , t h e 

c o p p e r c o m p a n i e s o p e r a t i n g i n C h i l e s a w i n t h e t r i u m p h o f t h i s s e c o n d p o s t u r e an 

a l t e r n a t i v e f o r r e c o n c i l i a t i o n w i t h C h i l e a n s o c i e t y » 

The i n s t i t u t i o n s o f t h e c e n t r a l c o u n t r i e s , e s p e c i a l l y t h e U n i t e d S t a t e s , 

s u p p o r t e d t h e t r a n s n a t i o n a l i n t h e f i e l d o f r a w m a t e r i a l s i n t h e p e r i p h e r y i n t h e 

s e a r c h f o r new f o r m s o f a s s o c i a t i o n w i t h T h i r d W o r l d n a t i o n s . J o i n t c o r p o r a t i o n s 

w i t h t h e n a t i o n a l s t a t e s , s e r v i c e c o n t r a c t s a n d o t h e r f o r m s o f a s s o c i a t i o n w e r e 

s u p p o r t e d , f o r e x a m p l e b y EXIi f f lANK, f r o m t h e f i n a n c i a l s t a n d p o i n t . The i n c r e a s e 

i n t h e r a t e s o f i n d e b t e d n e s s a n d t h e p a r t i c i p a t i o n o f b a n k i n g c o n s o r t i a i n m i n i n g 

i n v e s t m e n t s i n t h e p e r i p h e r y t e n d e d t o d i m i n i s h t h e r i s k s d e r i v e d f r o m t h e t r e n d 

t o w a r d s n a t i o n a l i z a t i o n i n T h i r d W o r l d c o u n t r i e s . 

The t h i r d e v e n t m e n t i o n e d a b o v e , t h e V i e t n a m w a r , i n f l u e n c e d t h e C h i l e a n 

b a r g a i n i n g p o s i t i o n i n c o p p e r b y r e v e a l i n g a d e f i c i e n c y ( m o r e o p e r a t i o n a l t h a n 

s t r a t e g i c ) i n C h i l e a n i z a t i o n . The V i e t n a m vrar p r o d u c e d a s h a r p i n c r e a s e , i n t h e 

p r i c e o f c o p p e r a n d , s i n c e t h e C h i l e a n i z a t i o n a g r e e m e n t s d i d n o t c o n t a i n a t a x 

on p r i c e r i s e s , t h i s meant a s p e c t a c u l a r i n c r e a s e i n t h e c o m p a n i e s 1 p r o f i t s . 

D e s p i t e i t s b e i n g c a u s e d b y a v a r i a b l e o u t s i d e t h e c o m p a n i e s , t h i s new f l i g h t 

o f c a p i t a l g a v e new s t r e n g t h t o t h e p o s i t i o n o f t o t a l n a t i o n a l i z a t i o n , e v e n w i t h i n 

t h e p a r t y o f the ' Gove rnment w h i c h was c a r r y i n g C h i l e a n i z a t i o n f o r w a r d * 

( b ) The d o m e s t i c s i t u a t i o n i n C h i l e a n d t h e p o l i c i e s f o l l o w e d 1 / 

The " R e v o l u t i o n i n F r e e d o m " a n d "the " n e g o t i a t e d p r o g r e s s " o f t h e Government 

o f t h e p e r i o d - w h i c h c o i n c i d e s w i t h t h e p e r i o d a n a l y s e d - w e r e an a t t e m p t t o a c h i e v e 

an a c c e l e r a t e d s o c i a l and e c o n o m i c d e v e l o p m e n t i n t h e c o n t e x t o f a c a p i t a l i s t i c 

f r a m e w o r k . 

I n t h e d e v e l o p m e n t m o d e l t h u s d e f i n e d , c o p p e r was t h e " m a i n b e a m " , f o r i t s • 

r o l e o f g e n e r a t i n g f o r e i g n c u r r e n c y a n d i t s c r u c i a l c o n t r i b u t i o n t o t h e t a x c o f f e r s . 

I t was t h u s a q u e s t i o n o f a c h i e v i n g an a c c e l e r a t e d e x p a n s i o n o f c o p p e r min ing ' 

a c t i v i t i e s i n C h i l e , w h i c h r e q u i r e d a l a r g e i n f l u x o f c a p i t a l t o t h e s e c t o r . ' I n 

t h i s t h e t r a n s n a t i o n a l c b i i l d p l a y a m a j o r r o l e , w h e t h e r a s d i r e c t c o n t r i b u t o r s 

o f c a p i t a l o r a s a c h a n n e l f o r a c c e s s t o f u n d s f r o m i n t e r n a t i o n a l c r e d i t . T a k i n g 

t h e l e s s o n s f r o m t h e p r e v i o u s p e r i o d s , t h e G o v e r n m e n t ' s p r o p o s a l e m p h a s i z e d , 

h o w e v e r , t h e n e e d f o r g o v e r n m e n t a l p a r t i c i p a t i o n i n o w n e r s h i p a n d i n t h e m a r k e t i n g 

1/ The m o s t s p e c i f i c a s p e c t s o f t h e c o p p e r p o l i c i e s and a g r e e m e n t s r e a c h e d 
i n 1 9 6 4 - 1 9 7 0 a r e a n a l y s e d i n s e c t i o n ( d ) b e l o w . 

/ p r o c e s s . I n 
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p r o c e s s . I n c o m p e n s a t i o n , i n o r d e r t o g e n e r a t e a s t i m u l u s f o r c o m p a n i e s t o become 

i n v o l v e d w i t h an e x p a n s i o n p l a n , i t w a s deemed n e c e s s a r y t o c a r r y o u t a d r a s t i c 

r e d u c t i o n i n t a x e s a n d a f r e e z i n g o f t h e t a x s y s t e m u n d e r w h i c h t h e f o r e i g n 

companies w o u l d - o p e r a t e . 

B e a r i n g i n mind t h e p o l i t i c a l p h i l o s o p h y o f t h e Government and t h e d e s i r e d 

% method o f i n s e r t i o n i n t o t h e . w o r l d e c o n o m i c a n d p o l i t i c a l s y s t e m , C h i l e a n i z a t i o n 

was a c o h e r e n t s t r a t e g y p r o p o s a l . The f a c t t h a t a s . the l a t e r a n a l y s i s w i l l 

i l l u s t r a t e , C h i l e a n i z a t i o n w a s t o become u n n e c e s s a r i l y a d v a n t a g e o u s f o r t h e f o r e i g n 

c o r p o r a t i o n s , a n d t h u s u n n e c e s s a r i l y c o s t l y f o r t h e c o u n t r y , w a s n o t s o much t h e 

r e s u l t o f s t r a t e g i c d e c i s i o n s b u t r a t h e r o f e r r o r s on t h e t a c t i c a l a n d o p e r a t i v e 

l e v e l . 

The p o l i t i c a l s c e n e i n w h i c h C h i l e a n i z a t i o n o c c u r r e d h a d p e c u l i a r 

c h a r a c t e r i s t i c s . ! / The o n l y v i a b l e p o l i t i c a l p a t h f o r t h e f o r e i g n c o p p e r compan i e s 

i n C h i l e was t o a r r i v e a t an a g r e e m e n t w i t h the - Government o f t h a t t i m e . The 

o p p o s i t i o n t o t h e Government o f t h e e n t i r e C h i l e a n p o l i t i c a l s p e c t r u m was o p e n l y 

o p p o s e d t o TNCs . I n t h i s , s e n s e , i t i s somewhat i n t e r e s t i n g t o n o t e t h a t e v e n t h e 

c o n s e r v a t i v e g r o u p s c a m e - t o f a v o u r t h e t o t a l n a t i o n a l i z a t i o n o f c o p p e r m i n i n g ( s e e 

t h e q u o t a t i o n o f t h e c o n s e r v a t i v e S e n a t o r m e n t i o n e d a b o v e ) . T h i s p l a y e d an 

i m p o r t a n t r o l e i n t h e p r o g r e s s t o w a r d s t o t a l n a t i o n a l i z a t i o n , w h i c h t o o k p l a c e 

i n 1971 . 

A l t h o u g h i t i s p a r a d o x i c a l t h a t t h e c o n s e r v a t i v e s e c t o r s o f t h e C h i l e a n 

s o c i e t y v i e w e d n a t i o n a l i z a t i o n o f t h e l a r g e - s c a l e c c p p e r m i n i n g i n d u s t r y f a v o u r a b l y 5 

i t can b e e x p l a i n e d b y t h e s o c i a l and p o l i t i c a l dynamics o f t h e p e r i o d . The s o c i a l 

and e c o n o m i c r e f o r m s p r o p o s e d b y t h e A l l i a n c e f o r P r o g r e s s w e r e s t r o n g l y r e s i s t e d 

b y t h e s e s e c t o r s , w h i c h i n t u r n b r a n d i s h e d t h e t h r e a t o f e x p r o p r i a t i o n o f t h e 

U n i t e d S t a t e s companies , a s a p o p u l a r f l a g w h i c h s e r v e d as a w a r n i n g t o t h e U n i t e d 

S t a t e s Government i t s e l f . 

I n t h i s same s p i r i t , t h e r i g h t w i n g w a s o p p o s e d t o t h e 2 0 - y e a r i n v i o l a b i l i t y 

A w h i c h t h e C h i l e a n i z a t i o n p r o j e c t p r o p o s e d , a r g u i n g t h a t i t was . n o t a d m i s s i b l e t o 

e n s u r e t h e r i g h t o f o w n e r s h i p t o f o r e i g n c o r p o r a t i o n s , w h i l e t h e A g r a r i a n R e f o r m . 

d e n i e d t h i s same r i g h t t o C h i l e a n f a r m o w n e r s . 

1/ F o r an e x t e n s i v e and documented a n a l y s i s o f t h e s c e n a r i o a n d p o l i t i c a l 
dynamic o f t h e e r a , s e e T . M o r a n , o p . c i t . , chapters;""'5 a n d 6 . 

• 1 : . . / T h e p o l i t i c a l 
£ 
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The p o l i t i c a l s c e n e w a s c e r t a i n l y a d v e r s e t o C h i l e á n i z a t i o n d e s p i t e t h e 

p o l i t i c a l s t r e n g t h o f t h e G o v e r n m e n t . T h i s e x p l a i n s why t h e c o r r e s p o n d i n g l a w 

w a s a p p r o v e d b y C o n g r é s s o n l y i n 1 9 6 7 , o r h a l f way t h r o u g h t h e p r e s i d e n t i a l t e r r a . 

The a r d u o u s d e b a t e s o f t h e p e r i o d a l s o p r o d u c e d a s p l i t i n t h e Government p a r t y 

i t s e l f . When t h é h i g h p r i c e s , o f c o p p e r g e n e r a t e d a s p e c t a c u l a r r i s e i n c o r p o r a t e 

p r o f i t s b e g i n n i n g i n 1 9 6 7 , and when t h e s u s p i c i o n s p r e a d t h a t one o f t h e c o r p o r a t i o n s 

m i g h t b e t r y i n g t o a v o i d t h e e n t r a n c e o f o t h e r f i r m s i n t o C h i l e a n c o p p e r , t h e 

o p p o s i t i o n o f t h e Gove rnment t u r n e d t o w a r d s a h a r s h e r t r e a t m e n t o f t h e 

c o r p o r a t i o n s . ! / I n v e s t m e n t s i n e x p a n s i o n p l a n s w e r e a l r e a d y w e l l a d v a n c e d , a n d 

t h u s t h e b a r g a i n i n g p o w e r ' h a d come t o f l u c t u a t e i n f a v o u r o f t h e c o u n t r y . The 

f o r e i g n c o r p o r a t i o n s h a d t o r e s i g n t h e m s e l v e s t o a c h a n g e i n t h e r u l e s o f t h e game . 

on t h e p a r t o f t h e Government i t s e l f , w h i c h w o u l d e s t a b l i s h them i n 1969 ( s e e 

s e c t i o n s ( c ) and ( d ) ) . 

( c ) The p o s i t i o n and s t r a t e g y o f t h e t r a n s n a t i o n a l 

The p e r i o d a n a l y s e d a p p e a r s t o c o i n c i d e w i t h a t e m p o r a r y r e c o v e r y i n m i n i n g 

o f t h e T h i r d W o r l d a s a h o s t f o r f o r e i g n i n v e s t m e n t , a t . l e a s t b y t h e U n i t e d S t a t e s . 

I n a c c o r d a n c e w i t h t h i s change i n g l o b a l t r e n d s , A n a c o n d a and K e n n e c o t t a l s o 

a p p e a r e d , i n t h i s p e r i o d o f r e v o l u t i o n i n c o p p e r , t o b e a s s i g n i n g g r e a t e r p r i o r i t y 

t o i n v e s t m e n t i n C h i l e . 2 / To t h i s was a d d e d t h e a b o v e - m e n t i o n e d f a c t t h a t b o t h 

f a r m s r e a l i z e d t h a t t h e o n l y way o f i n c r e a s i n g t h e i r c h a n c e s o f s u r v i v a l i n C h i l e 

w a s t h r o u g h m a k i n g new i n v e s t m e n t s i n C h i l e a n c o p p e r . 

T h e r e w e r e ' , h o w e v e r , d i f f e r e n c e s b e t w e e n b o t h t r a n s n a t i o n a l i n t h e i r 

a s s e s s m e n t o f t h e u r g e n c y o f r e a c t i n g a n d i n t h e c o n c r e t e f o rms o f . a c t i o n . A n a c o n d a 

c l o s e d i t s e l f t o t h e p o s s i b i l i t y o f e n t e r i n g i n t o m i x e d c o r p o r a t i o n s w i t h t h e 

C h i l e a n S t a t e and p l a c e d i t s hopes - i n c a r r y i n g f o r w a r d a p r o c e s s o f e x p a n s i o n o f 

p r o d u c t i o n . K e n n e c o t t , on t h e o t h e r h a n d , c o n s c i o u s t h a t i t s i m a g e i n C h i l e a n 

s o c i e t y was w o r s e t h a n t h a t o f A n a c o n d a - a s a r e s u l t o f h a v i n g made a l m o s t n o . 

r e i n v e s t m e n t i n C h i l e a n m i n i n g s i n c e t h e 1 9 2 0 s - s o u g h t more r a d i c a l s o l u t i o n s t o 

t h e p r o b l e m . T h i s l e d i t t o p r o p o s e - e v e n b e f o r e t h e p r e s i d e n t i a l e l e c t i o n - an 

e x p a n s i o n p l a n w h i c h i n c l u d e d t h e t r a n s f e r o f 51% o f t h e - o w n e r s h i p o f E l T e n i e n t e 

t o t h e C h i l e a n S t a t e . K e n n e c o t t ' s p o s i t i o n i s an e x c e l l e n t e x a m p l e o f a b r i l l i a n t 

1 / T h i s s u s p i c i o n w a s b a s e d o n t h e a c c u s a t i o n t h a t A n a c o n d a h a d c l a i m e d m i n i n g 
h o l d i n g s i n an 80 0 0 0 - h e c t a r e a r e a i n t h e n o r t h o f C h i l e . 

2/ See N . G i r v a n , " L a s C o r p o r a c i o n e s M u l t i n a c i o n a l e s d e l C o b r e e n C h i l e " i n 
R . F f r e n c h - D a v i s , E . T i r o n i , o p . c i t . , p p . 122 a n d 1 2 5 . 

/ c o r p o r a t i v e s t r a t e g y , 



c o r p o r a t i v e s t r a t e g y , a s was shown b y t h e f a c t t h a t t h i s c o r p o r a t i o n came o u t o f 

t o t a l n a t i o n a l i z a t i o n i n 1971 o n a much b e t t e r f o o t i n g t h a n A n a c o n d a , a l t h o u g h i t s 

r e l a t i v e p o s i t i o n a d e c a d e b a c k w a s w e a k e r . 

K e n n e c o t t s o u g h t a g r a d u a l w i t h d r a w a l f r o m C h i l e a n c o p p e r u n d e r p r o f i t a b l e 

c o n d i t i o n s , e n s u r i n g t h i s s t r a t e g y t h r o u g h d o m e s t i c p o l i t i c a l a n d e x t e r n a l s u p p o r t * 

- T o a c h i e v e t h e l a t t e r , K e n n e c o t t i n v o l v e d a l a r g e g r o u p o f p u b l i c a n d p r i v a t e 

U n i t e d S t a t e s , E u r o p e a n a n d J a p a n e s e g r o u p s i n t h e p r o p o s e d e x p a n s i o n p l a n . T h i s 

became c r y s t a l c l e a r i n t h e s t a t e m e n t a t t h e t i m e b y t h e V i c e - p r e s i d e n t o f K e n n e c o t t 

i n C h i l e : " The aim o f t h e s e a r r a n g e m e n t s i s t o make s u r e t h a t nobody e x p r o p r i a t e s 

K e n n e c o t t w i t h o u t u p s e t t i n g r e l a t i o n s t o c u s t o m e r s , c r e d i t o r s a n d g o v e r n m e n t s on 

t h r e e c o n t i n e n t s " . l / 

A n a c o n d a i n s i s t e d on t h e i d e a o f t o t a l o w n e r s h i p o f i t s o p e r a t i o n s i n C h i l e 

u n t i l 1 9 6 9 , when i t h a d t o y i e l d t o t h e change i n t h e p o w e r r e l a t i o n s h i p . The 

Government a t t h a t t i m e w a s p r e s s u r i n g f o r t h e C h i l e a n i z a t i o n o f A n a c o n d a u n d e r 

t h e terras a g r e e d upon i n p r e v i o u s y e a r s w i t h K e n n e c o t t . A n a c o n d a f e l t , h o w e v e r , 

t h a t a t t h a t p o i n t t h e o n l y v i a b l e a l t e r n a t i v e was t o t a l n a t i o n a l i z a t i o n o v e r a 

p e r i o d w h i c h w o u l d p e r m i t i t t o r e a d a p t i t s g l o b a l o p e r a t i o n s . T h i s i s w h a t w a s 

c a l l e d C o n t r a c t e d N a t i o n a l i z a t i o n ( s e e n e x t s e c t i o n ( d ) ) . 

T h e r e was an a d d i t i o n a l a s p e c t t o t h e s t r a t e g y o f b o t h t r a n s n a t i o n a l ^ a t 

t h i s t i m e w h i c h i l l u s t r a t e s v e r y w e l l h o w , e v e n i n t h é p r o c e s s o f g r a d u a l w i t h d r a w ^ 

f r o m t h e C h i l e a n s c e n e , , t h e l a t t e r a d o p t e d p o s i t i o n s a n d d e c i s i o n s a t t h e l o c a l 

l e v e l w h i c h p r o t e c t e d i t s g l o b a l i n t e r e s t s . I t was a q u e s t i o n o f how A n a c o n d a 

and K e n n e c o t t p l a y e d a g a i n s t e a ch o t h e r t o m a i n t a i n and a c h i e v e c o n t r o l - o r a t 

l e a s t t h e r i g h t t o v e t o - o v e r s t r a t e g i c d e c i s i o n s w i t h i n C h i l e a n o p e r a t i o n s . Even 

w i t h 49% c o n t r o l o f o w n e r s h i p , t h e s e c o r p o r a t i o n s m a n a g e d - t o k e e p t h e s e d e c i s i o n s 

i n l i n e w i t h t h e i r s t r u c t u r e s and i n t e r n a t i o n a l i n t e r e s t s , w i t h t h e r e s u l t i n g -

n e g a t i v e e f f e c t s on t h e n a t i o n a l e c o n o m y . 

( d ) The r e s u l t s o f t h e p o l i c i e s : t h e d i s t r i b u t i o n o f p r o f i t s 

The s t r a t e g y o f C h i l e a n i z a t i o n marked t h e r e t u r n o f c o p p e r p o l i c i e s i n - C h i l e 

t o t h e p a t h o f g r o w i n g n a t i o n a l c o n t r o l o v e r t h e b a s i c , p r i n c i p a l w e a l t h o f t h e 

c o u n t r y . T h i s s t r a t e g y w a s , a t t h e same t i m e , a new a t t e m p t t o r e c o n c i l í a t e t h e 

n a t i o n a l i n t e r e s t w i t h t h e i n t e r e s t s o f . t h e t r a n s n a t i o n a l c o r p o r a t i o n s : . o p e r a t i n g 

I f C i t e d i n T . M o r a n , o p . c i t . , p . 1 3 6 . 

/ i n C h i l e a n 
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i n C h i l e a n c o p p e r . T h i s a t t e m p t w a s i n a g r e e m e n t w i t h t h e e c o n o m i c and p o l i t i c a l 

p h i l o s o p h y o f t h e Government a t t h e t i m e ( 1 9 6 4 - 1 9 7 0 ) a n d i s a l s o i n a g r e e m e n t w i t h 

t h e new s t r a t e g i e s o f t h e t r a n s n a t i o n a l i n v o l v e d . 

C h i l ' e a n i z a t i o n was an a t t e m p t t o a c h i e v e a s i g n i f i c a n t i n c r e a s e i n c o p p e r 

p r o d u c t i o n . T h i s i m p l i e d an i n f l u x o f f o r e i g n c a p i t a l w h i c h , i n t u r n , s u p p o s e d l y 

r e q u i r e d m a k i n g i t a t t r a c t i v e f o r t r a n s n a t i o n a l t o i n v e s t i n C h i l e . I n t h i s a r e a , 

C h i l e a n i z a t i o n was n o t r e a l l y d i f f e r e n t f r o m t h e p h i l o s o p h y w h i c h i n s p i r e d t h e New 

D e a l a d e c a d e p r e v i o u s l y . The b a s i c d i f f e r e n c e b e t w e e n b o t h schemes i s t h a t 

C h i l e a n i z a t i o n l e a r n e d f r o m t h e d e f e a t o f t h e New D e a l p o l i c y a b o u t t h e i n e f f i c a c y 

o f " a u t o m a t i c s t i m u l i " . I n o t h e r w o r d s , C h i l e a n i z a t i o n was n o t a p a s s i v e a t t e m p t 

t o a c h i e v e g r e a t e r i n v e s t m e n t s b u t c o r r e s p o n d e d t o what ha s b e e n d e f i n e d a s j o i n t 

c o r p o r a t i o n s , w i t h a d e t a i l e d a n d e x p l i c i t p r o p o s a l o f commitments a n d 

e x p e c t a t i o n s . 1 / The Government w a s p r e p a r e d t o m a k e - c o n c e s s i o n s t o t h e c o p p e r 

c o r p o r a t i o n s b u t i n e x c h a n g e f o r c o n c r e t e commitments o f i n v e s t m e n t a n d a g r e a t e r 

p a r t i c i p a t i o n b y t h e C h i l e a n S t a t e i n t h e management o f t h e c o r p o r a t i o n s • 

C o n c r e t e l y s p e a k i n g , t h e ma in e l e m e n t s o f C h i l e a n i z a t i o n w e r e : ( i ) m a j o r i t y 

o w n e r s h i p b y t h e C h i l e a n S t a t e ( 5 1 % ) ; ( i i ) g o v e r n m e n t a l c o n t r o l o v e r c o p p e r 

m a r k e t i n g ; ( i i i ) r e d u c t i o n o f t h e t a x r a t e ; ( i v ) f r e e z i n g o f t h e a g r e e m e n t w i t h 

t h e c o m p a n i e s f o r -20 y e a r s ; and ( v ) an e x p a n s i o n programme w h i c h was t o augment 

p r o d u c t i o n b y a b o u t 75% i n s i x y e a r s . 

S e e n a s a w h o l e , t h e s t r a t e g y o f C h i l e a n i z a t i o n w a s c o h e r e n t a n d c o n s i s t e n t 

w i t h t h e p h i l o s o p h y w h i c h i n s p i r e d t h e Gove rnment w h i c h s t i m u l a t e d i t . U n d o u b t e d l y 

t h i s s t r a t e g y was a l s o an a d v a n c e w i t h r e s p e c t t o t h e p o l i c y f o l l o w e d i n t h e 

p r e v i o u s p e r i o d . B u t C h i l e a n i z a t i o n a l s o s u f f e r e d f r o m s e r i o u s d e f i c i e n c i e s , w h i c h 

on t h e one h a n d , reinforced t h e t h e s i s w i t h r e s p e c t t o r e l a t i o n s b e t w e e n t h e S t a t e 

a n d t h e TNCs d e v e l o p e d i n t h i s wo rk a n d , on t h é o t h e r h a n d , made i t p o s s i b l e t o 

d raw v a l u a b l e l e s s o n s f o r t h e f u t u r e . 

The c r i t i c a l e v a l u a t i o n o f C h i l e a n i z a t i o n may t a k e two d i f f e r e n t p a t h s : one 

j u d g i n g t h e s t r a t e g y a s a w h o l e and t h e o t h e r , on t h e t a c t i c a l , , o p e r a t i v e l e v e l , 

a c c e p t i n g t h e g l o b a l s t r a t e g i c f r a m e w o r k o f C h i l e a n i z a t i o n . 

The f i r s t a p p r o a c h ' w o u l d l e a d t o a c o m p a r a t i v e a n a l y s i s o f t h e d e s i r a b i l i t y 

a n d f e a s i b i l i t y , b o t h - e c o n o m i c a n d p o l i t i c a l , o f t h e s t r a t e g y o f C h i l e a n i z a t i o n 

1/ S e e R . B . Mc K e r n , " T r a n s n a t i o n a l C o r p o r a t i o n s i n t h e C o p p e r I n d u s t r y o f 
S o u t h e a s t A s i a " ( C T C / E S C A P / P E C 1 0 ) , 1979 . 

/ v e r s u s t h e 
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v e r s u s t h e s t r a t e g y o f t o t a l n a t i o n a l i z a t i o n , p r o p o s e d a t t h e t i m e b y mos t o f t h e 

o p p o s i t i o n . T h i s a p p r o a c h i s i n t e r e s t i n g b u t t h e o r e t i c a l . . I n . e f f e c t , t o make an 

e v a l u a t i o n o f t h e s t r a t e g y o f , t o t a l n a t i o n a l i z a t i o n i n 1964 i m p l i e s i n a c e r t a i n 

*> s e n s e a l t e r i n g t h e h i s t o r y o f C h i l e f r o m t h a t t i m e ori . I n t h i s s e n s e , t h i s a p p r o a c h 

- a p p e a r s i n a d e q u a t e , g i v e n t h e o b j e c t i v e a n d s c o p e o f t h i s s t u d y . 

% ' The s e c o n d a p p r o a c h a c c e p t s t h e s t r a t e g i c f r amework o f C h i l e a n i z a t i o n and 

e v a l u a t e s i n t h i s c o n t e x t t h e s p e c i f i c f o r m s o f a c t i o n a d o p t e d , t h e c o n c r e t e 

a g r e e m e n t s a r r i v e d a t a n d t h e f i n a l r e s u l t s o f t h e p o l i c y . To a d o p t t h i s a p p r o a c h 

means t o e v a l u a t e t h e c a r r y i n g o u t o f t h e p r o p o s e d o b j e c t i v e , a l s o - e v a l u a t i n g t h e 

c o s t i n v o l v e d i n a c h i e v i n g t h i s o b j e c t i v e . 

C h i l e a n i z a t i o n h a d i t s f i r s t g r e a t s u c c e s s i n r e s p e c t o f i n v e s t m e n t and 

p r o d u c t i o n c a p a c i t y . From 1965 o n , s i z e a b l e i n v e s t m e n t s w e r e made i n t h e t h r e e 

l a r g e - s c a l e m i n i n g d e p o s i t s , w h i c h w e r e t o b e d e t e r m i n i n g f a c t o r s i n the - p r o d u c t i o n 

i n c r e a s e d u r i n g t h e 1 9 7 0 s . I n 1 9 6 5 - 1 9 6 8 a l o n e , g r o s s i n v e s t m e n t r e a c h e d 697 m i l l i o n 

d o l l a r s : i n 1 9 7 9 . d o l l a r s ( s e e t a b l e s 20 a n d 2 1 ) . 

C h i l e a n i z a t i o n w a s a l s o , a s u b s t a n t i a l s t e p f o r w a r d i n t h e f i e l d o f n a t i o n a l 

c o n t r o l o v e r t h e m a r k e t i n g p r o c e s s o f C h i l e a n c o p p e r . The g o v e r n m e n t a l c o n t r o l o f 

t h e p r o c e s s b e g i n n i n g i n 1966 n o t o n l y a v o i d e d t h e l o s s o f r e t u r n s w h i c h , a s i n 

t h e c a s e s o f p r e v i o u s c o n f l i c t s , m i g h t r e s u l t f r o m t h e V i e t n a m w a r , b u t a l s o t h e 

e x p e r i e n c e o b t a i n e d i n t h i s f i e l d b y n a t i o n a l t e c h n i c i a n s w a s a c r u c i a l i m p o r t a n c e 

i n the d i f f i c u l t p e r i o d , o f p o s t - n a t i o n a l i z a t i o n . C h i l e a n i z a t i o n a l s o marked a 

c o n s i d e r a b l e a d v a n c e i n t h e i n c o r p o r a t i o n o f . l o c a l s t a f f i n t o t h e h i e r a r c h i e s i n 

t h e a r e a o f p r o d u c t i o n i n t h e m i n i n g c o r p o r a t i o n s , w h i c h was a l s o a d e t e r m i n a n t 

f a c t o r i n p o s t - n a t i o n a l i z a t i o n . > 

I t was a l s o , an i m p o r t a n t a c h i e v e m e n t o f t h e p o l i c i e s o f t h e p e r i o d t o i n c r e a s e 

t h e p e r c e n t a g e o f e x p e n d i t u r e s made i n C h i l e , e v e n t h o u g h . t h i s l a r g e l y c o r r e s p o n d e d 

t o t h e t r e n d w h i c h b e g u n w i t h t h e e s t a b l i s h m e n t o f t h e D e p a r t m e n t o f C o p p e r i n 

1 9 5 5 . I n any c a s e , w h i l e - i n 1 9 6 0 - 1 9 6 4 ' 6 7 ^ 3 % o f . t o t a l E x p e n d i t u r e s w e r e made i n 

i- C h i l e , i n 1965 -1969 t h i s p e r c e n t a g e r e a c h e d 74*9% a n d i n 1970 r o s e t o 80% ( s e e . . 

t a b l e 19 a n d S t a t i s t i c a l A n n e x , t a b l e 2 ) . 

A t t h e same t i m e a l l o f t h e a b o v e o c c u r r e d , t h e r e t u r n e d v a l u e s h o w e d a 

s p e c t a c u l a r i n c r e a s e , g o i n g f r o m an a n n u a l 513 m i l l i o n i n 1 9 6 0 - 1 9 6 4 t o an a n n u a l 

a v e r a g e o f 9.53 m i l l i o n d o l l a r s i n t h e n e x t f i v e - y e a r p e r i o d , o r an i n c r e a s e o f 90% 

( s e e t a b l e 1 9 ) . T h i s l a t t e r , h o w e v e r , was n o t an a c h i e v é m e n t o f t h e p o l i c i e s 

/ c a r r i e d o u t 
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c a r r i e d o u t a s a r e s u l t o f t h e s p e c t a c u l a r i n c r e a s e i n t h e p r i c e o f c o p p e r i n t h e 

p e r i o d . 1 / P a r a d o x i c a l l y , t h i s p r o v i d e n t i a l i n c r e a s e i n t h e p r i c e o f c o p p e r r e v e a l e d 

one o f t h e ma in d è f i c i e n c i e s o f t h e a g r e e m e n t s s i g n e d w i t h t h e c o r p o r a t i o n s , t h a t 

i s , t h e t a x s y s t e m , and e s p e c i a l l y the. a b s e n c e o f a s u r t a x . 

I n e f f e c t , t h e s h a r p i n c r e a s e s - i n p r i c e a l s o meant a l a r g e i n c r e a s e i n p r o f i t s 

f o r t h e c o r p o r a t i o n s ( s e e t a b l e s 20 and 2 1 ) . . The p r o f i t s o f 1966 -1969 , are. h i g h e r 

t h a n t h e t o t a l v a l u e o f i n v e s t m e n t i n t h e a r e a o f e x p a n s i o n . The f a v o u r a b l e s i d e 

o f t h i s s i t u a t i o n f o r t h e c o r p o r a t i o n s s h o u l d b e e v a l u a t e d b y t a k i n g i n t o a c c o u n t 

a l s o t h a t o n l y a m i n o r p o r t i o n o f t h e i n v e s t m e n t was t h e i r own c a p i t a l ; t h e 

r e s t c o r r e s p o n d e d t o c r e d i t s a n d g o v e r n m e n t a l c o n t r i b u t i o n s . T h i s s i t u a t i o n , w h i c h 

m o r e o v e r i m p l i e d a change o f p o l i c i e s i n 1 9 6 9 , i s w h a t a l l o w s u s t o a f f i r m t h a t 

a l t h o u g h Chi l e a n i m a t i o n a c h i e v e d i t s main o b j e c t i v e s o f i n c r e a s i n g p r o d u c t i o n 

c a p a c i t y c o n s i d e r a b l y , i t d i d t h i s a t a c o s t w h i c h c o u l d h a v e b e e n c o n s i d e r a b l y 

l o w e r . . . • •!: 

A more d e t a i l e d e x a m i n a t i o n o f t h e a g r e e m e n t s s i g n e d m a k e s - i t p o s s i b l e t o 

s u p p o r t - t h i s t h e s i s , i n v e s t i g a t e t h e c a u s e s m o t i v a t i n g t h e s p e c i f i c d e c i s i o n s and 

d raw t h e c o r r e s p o n d i n g c o n c l u s i o n s . 

The f i r s t s a l i e n t f a c t i s t h a t t h e s p e c i f i c f o r m s t a k e n b y C h i l e a n i z a t i o n 

a p p e a r e d t o h a v e b e e n h i g h l y d e t e r m i n e d b y t h e u n e x p e c t e d o f f e r o f K e n n e c p t t t o 

y i e l d 51% o f t h e o w n e r s h i p o f E l T e n i e n t e t o t h e C h i l e a n S t a t e . T h i s meant t h a t ... 

i t w a s K e n n e c o t t w h i c h h a d t h e a d v a n t a g e i n t a k i n g t h e i n i t i a t i v e i n t h e b a r g a i n i n g 

p r o c e s s . T h i s w a s , m o r e o v e r , a s u r p r i s i n g i n i t i a t i v e i n t h a t K e n n e c o t t a p p e a r e d 

t o b e making, a t f i r s t s i g h t , a v e r y a d v a n t a g e o u s o f f e r f o r t h e C h i l e a n S t a t e . 

I n e f f e c t , K e n n e c o t t o f f e r e d t o s e l l 51% o f E l T e n i e n t e , o b t a i n f i n a n c i n g f o r a 

s i g n i f i c a n t e x p a n s i o n programme f o r t h e mine a n d t a k e c h a r g e o f a d m i n i s t e r i n g and 

c a r r y i n g o u t t h i s e x p a n s i o n p l a n . 

U n d o u b t e d l y t h i s was a t e Tip t i n g o f f e r f o r t h e n e w l y - e l e c t e d G o v e r n m e n t , 

e s p e c i a l l y b e c a u s e , e v e n b e f o r e t a k i n g o f f i c e , i t a p p e a r e d c l e a r t h a t t h e E x p o r t -

I m p o r t Bank w o u l d c o n t r i b u t e t h e b u l k o f t h e f i n a n c i n g f o r t h e e x p a n s i o n o f t h e 

a c t i v i t i e s o f t h e J o i n t C o r p o r a t i o n t o b e f o r m e d b e t w e e n t h e C h i l e a n S t a t e and 

K e n n e c o t t . The i n i t i a l e u p h o r i a o f t h e Gove rnment when t h i s , p r o v i d e n t i a l o f f e r 

1/: . In . e f f e c t , t h e i n c r e a s e i n r e t u r n e d v a l u e ' a t c o n s t a n t c o p p e r p r i c e s r o s e 
o n l y 1 8 . 4 % . ( s e e t a b l e 1 9 ) . 

/came from 



came f r om K e n n e c o t t s u r e l y w a s a d e t e r m i n i n g f a c t o r i n t h e m i s t a k e n e v a l u a t i o n , 

on t h e p a r t o f t h e C h i l e a n n e g o t i a t o r s ' , o f t h e c o s t o f t h e o f f e r . 

K e n n e c o t t o f f e r e d a n a t t r a c t i v e a l t e r n a t i v e , b u t a t t h e same i t r e q u i r e d a f 

s e r i e s o f c o n d i t i o n s w h i c h w e r e c e r t a i n l y d i s p r o p o r t i o n a t e t o w h a t h a d up t o t h e n 

b e e n i t s b a r g a i n i n g p o w e r i n C h i l e , a p o w e r w h i c h K e n n e c o t t a t t e m p t e d a n d managed 

t o i n c r e a s e c o n s i d e r a b l y w i t h t h e o f f e r o f s e l l i n g a n d e x p a n d i n g t h e E l T e n i e n t e 

m i n e . I n t h e f i r s t p l a c e , K e n n e c o t t o f f e r e d t o s e l l 51% Of E l T e n i e n t e , b u t w i t h 

a p r i o r r e v a l u a t i o n o f a s s e t s w h i c h K e n n e c o t t e s t i m a t e d s h o u l d b r i n g b o o k v a l u e 

f r o m 66 m i l l i o n d o l l a r s t o 200 m i l l i o n d o l l a r s i n " r e a l " v a l u e * I n t h e s e c o n d 

p l a c e , K e n n e c o t t r e q u i r e d a s u b s t a n t i a l t a x r e d u c t i o n . I n t h e . t h i r d p l a c e , t h e 

o f f e r r e q u i r e d an i n v i o l a b i l i t y f o r 20 y e a r s o f t h e a g r e e m e n t s r e a c h e d . . . . I n t h e 

f o u r t h p l a c e , t h e K e n n e c o t t o f f e r r e q u i r e d t h a t , t h e EXIMBANK c r e d i t s s h o u l d b e 

g u a r a n t e e d b y t h e C h i l e a n S t a t e and s u b j e c t t o t h e l a w s o f t h e S t a t e o f New Y o r k . . 

F i n a l l y , K e n n e c o t t r e q u i r e d t h a t i t s h o u l d m a i n t a i n c o n t r o l o f t h e new j o i n t 

c o r p o r a t i o n t h r o u g h an a d m i n i s t r a t i o n c o n t r a c t , t h i s b e i n g one o f t h e c o n d i t i o n s . 

o f t h e EXIMBANK c r e d i t . ' 

K e n n e c o t t managed t o h a v e i n c l u d e d i n t h e f i n a l a g r e e m e n t , a l m o s t w i t h o u t 

e x c e p t i o n , a l l t h e i m p o s e d c o n d i t i o n s . The b a r g a i n i n g on t h e r e v a l u a t i o n o f a s s e t s 

b r o u g h t t h e b o o k v a l u e o f E l T e n i e n t e t o 160 m i l l i o n d o l l a r s , f o r w h i c h t h e C h i l e a n 

S t a t e p r o m i s e d t o p a y 8 1 . 5 m i l l i o n d o l l a r s ( i n 5 . y e a r s a n d a t 4 .5% a n n u a l i n t e r e s t ) 

t o b u y 51% o f t h e c a p i t a l o f t h e new J o i n t C o r p o r a t i o n . The f i n a n c i n g o f t h e 

esqpansion p l a n a g r e e d upon ( 2 3 0 m i l l i o n d o l l a r s ) w a s t h e f o l l o w i n g : K e n n e c o t t w o u l d 

c o n t r i b u t e - 9 2 . 7 , EXIMBANK 1 1 0 * 1 and" t h e C h i l e a n S t a t e 2 7 . 5 m i l l i o n d o l l a r s , . I t 

wa s e s t i m a t e d t h a t 90% o f t h è K e n n e c o t t c o n t r i b u t i o n w o u l d come, f r o m t h e payment 

w h i c h t h è C h i l e a n S t a t e w o u l d make f o r 51% o f t h e c o r p o r a t i o n s Thus., K e n n e c o t t 

w a s n o t i n p r a c t i c e c o n t r i b u t i n g new c a p i t a l t o t h e c o r p o r a t i o n . 

H o w e v e r ¿ - K e n n e c o t t o b t a i n e d a s c o m p e n s a t i o n f o r i t s " c o n t r i b u t i o n " t o t h e 

e x p a n s i o n p l a n à s p e c t a c u l a r t a x r e d u c t i o n , . w h i c h meant t h a t t h e p e r c e n t a g e o f 

t o t a l s u r p l u s e s w h i c h K e n n e c o t t o b t a i n e d f o r i t s 49% o f t h e C o r p o r a t i o n was 

s u p e r i o r t o t h a t o b t a i n e d p r e v i o u s l y b y c o n t r o l l i n g 100% o f i t . I n e f f e c t , w i t h 

C h i l e a n i c a t i o n t h è i n i t i a l j o i n t c o r p o r a t i o n s p a i d o n l y 20% i n t a x e s on p r o f i t s , 

p l u s 30% òn t h e d i v i d e n d s c o r r e s p o n d i n g t o K e n n e c o t t ' s 49%. T h i s meant t h a t 

K e n n e c o t t o b t a i n e d 27% o f t h e t o t a l p r o f i t s , a f i g u r e h i g h e r t h a n t h e 21% i t 

o b t a i n e d b e f o r e C h i l e a n i z a t i o n . 

/The e x t r a o r d i n a r i l y 
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T h e e x t r a o r d i n a r i l y f a v o u r a b l e n a t u r e o f t h i s t r e a t m e n t i s c l e a r l y i l l u s t r a t e d 

i n t h e w o r d s o f a . K e n n e c o t t r e p r e s e n t a t i v e : " T h e g o o d t h i n g a b o u t t h e a g r e e m e n t i s 

t h a t t h e C h i l e a n s a r e h a p p y and K e n n e c o t t i s o b t a i n i n g a b i g g e r p i e c e o f t h e c a k e 

w i t h o u t any g r e a t f l o w o f money f r o m t h e U n i t e d S t a t e s " « 1 / 

U n d e r n o r m a l p r i c e c o n d i t i o n s , s u c h as t h e p r o j e c t i o n s u s e d d u r i n g t h e 

n e g o t i a t i o n s ( 2 9 c e n t s p e r p o u n d ) , t h e a g r e e m e n t r e a c h e d b y K e n n e c o t t w a s a l r e a d y 

an e m p h a t i c s u c c e s s f o r i t s c o r p o r a t e s t r a t e g y o f c o n t r o l l e d and p r o f i t a b l e 

w i t h d r a w a l f r o m C h i l e . The s h a r p r i s e i n t h e p r i c e o f c o p p e r b e g i n n i n g i n 1965 

t r a n s f o r m e d t h i s a g r e e m e n t i n t o a . s p e c t a c u l a r b u s i n e s s f o r K e n n e c o t t a n d a v e r y 

c o s t l y a r r a n g e m e n t f o r t h e C h i l e a n S t a t e . T h i s w a s s o c o s t l y t h a t , w i t h t h e b e n e f i t 

o f h i n d s i g h t , a n d l e a v i n g a s i d e t h e . t e n p o r a r y s t r u c t u r e , o f f i n a n c i a l f l o w s , i t i s 

p o s s i b l e t o show t h a t t h e c o u n t r y w o u l d h a v e g a i n e d more i n t h e p e r i o d a n a l y s e d 

w i t h t o t a l n a t i o n a l i z a t i o n a n d t h e i n v e s t m e n t p l a n f i n a n c e d w i t h n a t i o n a l c a p i t a l . 

The q u e s t i o n s w h i c h a r i s e i n t h i s r e s p e c t - a r e : Was i t p o s s i b l e t o p r e d i c t 

t h i s r e s u l t ? I f s o , w h a t a r e t h e r e a s o n s w h i c h p r e v e n t e d t h e n e g o t i a t o r s f r o m 

d o i n g s o ? The p u r p o s e o f f o r m u l a t i n g and a n s w e r i n g t h e s e q u e s t i o n s i s c e r t a i n l y 

n o t t o d e t e r m i n e t h e r e s p o n s i b l e p a r t i e s . I t i s s i m p l y a q u e s t i o n o f l e a r n i n g 

f r o m t h e s e e x p e r i e n c e s . 

O b v i o u s l y , i t i s a b s u r d t o p r o p o s e t h a t a r i s e i n t h e p r i c e o f c o p p e r as 

a c t u a l l y o c c u r r e d w a s p r e d i c t a b l e . B u t i s a l s o o b v i o u s t h a t , i n t h e c o n t e x t o f a 

m a r k e t w h i c h h a s h i s t o r i c a l l y s o v o l a t i l e and f l u c t u a t i n g , a s i s t h e c a s e o f t h e 

i n t e r n a t i o n a l c o p p e r m a r k e t , c o p p e r p o l i c i e s s h o u l d a l w a y s t a k e i n t o a c c o u n t t a x e s 

o r o t h e r mechan i sms w h i c h make i t p o s s i b l e t o i n c r e a s e t h e p e r c e n t a g e o f f i s c a l 

s h a r e i n t h e s u r p l u s e s g e n e r a t e d i n p e r i o d s o f p r i c e b o o m s . 

I n a d d i t i o n , i t i s c l e a r t o d a y and s h o u l d h a v e b e e n s o a l s o a t t h e t i m e o f 

t h e n e g o t i a t i o n s t h a t K e n n e c o t t w a s , i n t h o s e y e a r s i n C h i l e , i n a p o s i t i o n o f 

e x t r e m e w e a k n e s s . U n d e r t h e s e c i r c u m s t a n c e s , i t i s v e r y p r o b a b l e t h a t t h i s 

c o r p o r a t i o n w o u l d h a v e a c c e p t e d e n t e r i n g i n t o t h e J o i n t C o r p o r a t i o n w i t h a much 

l e s s f a v o u r a b l e t a x t r e a t m e n t t h a n t h a t w h i c h w a s a c t u a l l y g i v e n . 

F i n a l l y , an a d e q u a t e i n t e r p r e t a t i o n o f t h e K e n n e c o t t s t r a t e g y and o f t h e 

t r a n s n a t i o n a l ^ i n g e n e r a l w o u l d h a v e shown t h e a d v i s a b i l i t y o f d e c r e a s i n g t h e 

d e g r e e o f c o n t r o l o f t h e f o r e i g n e n t e r p r i s e o v e r t h e management o f t h e J o i n t 

C o r p o r a t i o n b e i n g f o r m e d . 

1 / C i t e d i n B u s i n e s s W e e k , 7 December 1 9 6 8 . 

/ A l l t h e s e 



A l l t h e s e c r i t i c i s m s w e r e s t r o n g l y a r g u e d b y t h e o p p o n e n t s o f C h i l e a n i z a t i o n . 

H o w e v e r , t h e ' n e g o t i a t i o n s d i d n o t i n t e r n a l i z e t h e s e c r i t i c i s m s . P r o b a b l y t h i s was 

p a r t l y t h e r e s u l t o f t h e p o l a r i z a t i o n w h i c h o c c u r r e d a r o u n d t h e d i s c u s s i o n o f -

c o p p e r p o l i c i e s a t t h e t i m e . I n p a r t i t w o u l d a p p e a r t o h a v e a l s o b e e n due t o t h e 

e n t r e a t i e s o f t h e p r o p o n e n t s and n e g o t i a t o r s o f C h i l e a n i z a t i o n and t h e i r o v e r -

s i m p l i f i e d i n t e r p r e t a t i o n o f t h e b e h a v i o u r o f t h e t r a n s n a t i o n a l . I t a l s o a p p e a r s 

t o have beer i ' due t o - the f a c t - t ha t t h e Government h a d a p r e m a t u r e f e e l i n g o f s u c c e s s 

i n r e g a r d ' t o t h e " m a i n b e a m " " o f t h e g l o b a l s t r a t e g y , as a r e s u l t o f t h e K e n n e c o t t 

o f f e r . F i n a l l y , t h e d e f i c i e n c i e s i n t h e f i n a l a g r e e m e n t s seem a l s o ' t o b e p a r t l y 

t h e r e s u l t o f b a d b a r g a i n i n g t a c t i c s . I n p a r t i c u l a r , i t w o u l d seem t h a t t h e 

Government h a d p r e m a t u r e l y t i e d i t s own h a n d s b y r e a c h i n g a v e r b a l a g r e e m e n t w i t h 

t h e compan ies b e f o r e t h e d o m e s t i c d e b a t e h a d b e e n r a i s e d i n C h i l e on t h e s t r a t e g y 

o f C h i l e a n i z a t i o n . T h u s 9 5 a l t h o u g h t h e n e g o t i a t o r s h a d s h a r e d some o f t h e 

c r i t i c i s m s o f t h e o p p o n e n t s , t h e " f a c t o f h a v i n g a r r i v e d a t va p r e v i o u s a g r e e m e n t 

w i t h t h e companies" d e p r i v e d them o f a c e r t a i n d e g r e e o f f r e e d o m i n t h e b a r g a i n i n g 

p r o c e s s . I n a d d i t i o n , s i n c e t h e r u l e s o f t h e game h a d b e e n c h a n g e d , à s a r e s u l t 

o f i n c o r p o r a t i n g t h e c r i t i c i s m s , t h e y w o u l d h a v e l o s t c r e d i b i l i t y w i t h K e n n e c o t t , 

EXIMBANK and p r o b a b l y w i t h t h e U n i t e d S t a t e s G o v e r n m e n t . 

S t r i c t l y s p e a k i n g , a l l o f t h e a b o v e b a s i d a l l y r e f e r s t o t h e c a s e o f K e n n e c o t t 

s i n c e A n a c o n d a , f o l l o w i n g i t s r a t h e r c o n s e r v a t i v e s t r a t e g y , r e s i s t e d f o r m i n g a 

j o i n t c o r p o r a t i o n w i t h t h e C h i l e a n S t a t e u n t i l 1 9 6 9 . D e s p i t e t h i s , i t i s t r u e 

t h a t A n a c o n d a a l s o o b t a i n e d b e n e f i t s f r o m t h e p r o p i t i o u s c l i m a t e t o w a r d s c o p p e r 

c o r p o r a t i o n s i n 1 9 6 5 - 1 9 6 8 and t h e p r i c e b o n a n z a o f t h e p e r i o d . I n e f f e c t , 

Anaconda r e c e i v e d , i n e x c h a n g e f o r i t s own i n v e s t m e n t p l a n , a t a x r e d u c t i o n f r o m 

62% t o 52% on p r o f i t s . 

The i n v e s t m e n t p l a n c o n s i s t e d o f an e x p a n s i o n o f i t s i n s t a l l e d c a p a c i t y o f 

a b o u t 200 000 t o n s o f c o p p e r p e r y e a r , a t a t o t a l e s t i m a t e d c o s t o f a l m o s t 200 

m i l l i o n d o l l a r s . The f i n a n c i n g o f t h i s i n v e s t m e n t came - u n l i k e t h e c a s e o f 

K e n n e c o t t - m a i n l y f r o m t h e f u n d s o f t h e c o r p o r a t i o n i t s e l f ( 7 5 % ) . The r e m a i n i n g 

25% came f r o m a n EXIMBANK c r e d i t , e n d o r s e d b y A n a c o n d a a n d n o t b y t h e C h i l e a n 

Gove rnment . 

A n a c o n d a , l i k e K e n n e c o t t , o b t a i n e d s p e c t a c u l a r g a i n s i n 1 9 6 6 - 1 9 6 8 as a r e s u l t 

o f t h e p r i c e i n c r e a s e and t h e r e d u c t i o n i n t a x e s , t h i s f i r s t e l e m e n t b e i n g t h e 

mos t i m p o r t a n t i n t h e c a s e o f A n a c o n d a . U n l i k e K e n n e c o t t , h o w e v e r , A n a c o n d a w a s 

/ a t t h i s 
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a t t h i s t i m e c o m m i t t i n g c o n s i d e r a b l e r e s o u r c e s o f i t s own» Even s o , i t w a s Anaconda 

w h i c h r e c e i v e d t h e g r e a t e r p a r t o f t h e g r o w i n g a n i m o s i t y a g a i n s t t h e f o r e i g n 

e n t e r p r i s e s , t h e r e s u l t o f t h e s p e c t a c u l a r f i n a n c i a l g a i n s i n t h e s e y e a r s . B o t h 

c o m p a n i e s h a d t o a c c e p t t h a t , d e s p i t e t h e 2 0 - y e a r i n v i o l a b i l i t y o f t h e a g r e e m e n t s 

s i g n e d e a r l i e r , a s u r c h a r g e h a d b e e n i m p o s e d u p o n them w h i c h g r a d u a l l y e r o d e d t h e 

p r o f i t s f r o m c o p p e r p r i c e s o f more t h a n 40 c e n t s p e r p o u n d . 

A n a c o n d a a l s o h a d to . y i e l d t o t h e p r e s s u r e t o t r a n s f e r 51% o f i t s h o l d i n g s ... 

t o t h e C h i l e a n S t a t e . B u t A n a c o n d a f e l t a t t h i s p o i n t t h a t i t s days i n C h i l e were; 

n u m b e r e d and t h u s a s k e d t o b e n a t i o n a l i z e d and d u l y c o n d e n s a t e d . The Government 

a c c e d e d t o t h i s a n d f i n a l l y a g r e e d upon an i m m e d i a t e t r a n s f e r o f 51% o f t h e b o o k 

v a l u e , p a y a b l e i n s i x y e a r s , ; w i t h t h e t r a n s f e r , o f the^ rema in ing ; i i 49% t o be . c a r r i e d 

o u t b e t w e e n 1973 a n d 1982 a t m a r k e t p r i c e s . ; . ; • 

The b i g d i f f e r e n c e b e t w e e n t h e . s t r a t e g i e s . o f A n a c o n d a and K e n n e c o t t a n d 

b e t w e e n t h e a g r e e m e n t s reached may b e f u l l y o b s e r v e d i n t h e v e r y d i f f e r e n t p o s i t i o n 

o f t h e t w o c o m p a n i e s a f t e r t o t a l n a t i o n a l i z a t i o n i n 1 9 7 1 . The relatively b e t t e r 

f o o t i n g on w h i c h K e n n e c o t t f o u n d i t s e l f a f t e r b e i n g n a t i o n a l i z e d , a l t h o u g h a 

d e c a d e e a r l i e r i t s b a r g a i n i n g p o w e r wa s ;much l e s s t h a n t h a t o f A n a c o n d a , i s t o 

some e x t e n t a n i l l u s t r a t i o n o f t h e b r i l l i a n t c o r p o r a t e s t r a t e g y o f K e n n e c o t t a n d 

t h e . a b o v e - m e n t i o n e d e r r o r s i n t h e b a r g a i n i n g s t r a t e g y o f t h e C h i l e a n G o v e r n m e n t . 
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C h a p t e r 4 

THE NATIONALIZATION OF LARGE-SCALE COPPER MINING 

A . "NATIONAL" AND "FOREIGN" 

I n i n t e r p r e t i n g t h e c i r c u m s t a n c e s s u r r o u n d i n g t h e a c t o f n a t i o n a l i z a t i o n , i t 

<9 i s e s p e c i a l l y ' n e c e s s a r y t o b e a r i n mind t h a t w h a t o u r a n a l y t i c a l f r a m e w o r k c a l l s a 

b a r g a i n i n g p o s i t i o n d o e s n o t i n t e n d t o r e d u c e t h e p r o b l e m t o a s i m p l e d i c h o t o m y 

b e t w e e n " n a t i o n a l 1 ' a n d " f o r e i g n " . I n a b a r g a i n i n g s i t u a t i o n t h e r e a r e a l s o i n t e r n a l 

f a c t o r s o p e r a t i n g w i t h i n t h e h o s t c o u n t r y f o r t r a n s n a t i o n a l i n v e s t m e n t , i n t e r n a l 

f a c t o r s i n t h e t r a n s n a t i o n a l " ' c o rpo ra t i on ' i t s e l f a n d , f i n a l l y , f a c t o r s - r e l a t i n g t o 

t h e i n t e r n a t i o n a l s c e n e i n w h i c h t h e n e g o t i a t i o n ( o r c o n f l i c t ) t a k e s p l a c e . I n t h e 

p a r t i c u l a r c a s e o f t h e n a t i o n a l i z a t i o n o f - C h i l e a n c o p p e r , t h e way a n d c o n d i t i o n s 

i n w h i c h t h i s p r o c e s s t o o k p l a c e w e r e a l s o i n f l u e n c e d b y t h e c o n f l i c t s o f f o r c e s 

a n d p e r s p e c t i v e s w h i c h p r e s e n t e d t h e m s e l v e s w i t h i r i e a c h o n e o f t h e r e a l i t i e s i n c l u d e d 

i n ; t n a t i o n a l " a n d " f o r e i g n " . < 

I n t h e c u r r e n t s t a g e o f d e v e l o p m e n t o f t h e w o r l d ' s economy, t h e r e i s a l a r g e 

g r o u p o f e conomic a c t i v i t i e s w h i c h , a l t h o u g h p h y s i c a l l y l o c a t e d i n a p a r t i c u l a r 

c o u n t r y , i n p r a c t i c e b e l o n g t o an e c o n o m i c ' S p h e r e o f a c t i o n w h i c h i s b a s i c a l l y . ' „ 

i n t e r n a t i o n a l . The e c o n o m i c p r o c e s s now g o e s b e y o n d , on some l e v e l s , the« i d e a o f 

" c o u n t r y " , and p r o b l e m a r e a s a r i s e ' w h i c h a r e n o t c o m p l e t e l y c o v e r e d b y t h e c o n c e p t 

o f " n a t i o n - S t a t e " n o r e v e n l e s s b y t h a t o f " n a t i o n a l i n t e r e s t 3 5 . 1 / VThen, a s h a p p e n e d 

w i t h t h e enormous t r a n s n a t i o n a l c o r p o r a t i o n s , t h e p r o c e s s o f p r o d u c t i o n a n d 

a c c u m u l a t i o n c r o s s e s g e o g r a p h i c a n d p o l i t i c a l b o u n d a r i e s , t h e e c o n o m i c c o n f l i c t 

i n h e r e n t i n t h i s p r o c e s s does s o a l s o , a s -does- t h e p o l i t i c a l p r o b l e m o f e n s u r i n g t h e 

c o n d i t i o n s e x t e r n a l t o i t . B u t t h i s h a p p e n s w i t h o u t t h e r e a l i t y o f t h e n a t i o n - S t a t e 

d i s a p p e a r i n g o r t h e d i f f e r e n t i n t e r e s t s whic î i f a l l o b j e c t i v e l y w i t h i n i t . 2 / On t h e 

c o n t r a r y , t h e new i n t e r n a t i o n a l d i m e n s i o n o f the c o n t e m p o r a r y écohomy i s i n p e rmanen t 

c o n t a c t a n d e v e n i n c o n f l i c t w i t h ' t h e p r e v i o u s ' r e a l i t y , w h i c h c o n s t i t u t e s w h a t we 

c a l l the n a t i o n . Thé f 1 l o y a l t i e s : î w h i c h c h a r a c t e r i z e ' t h e d i f f e r e n t a c t o r s a r e n o t , 

i n t h i s c o n t e x t , p u r e l y " n a t i o n a l i s t i c " a n d t h e y even ' s omet imes p r o d u c e p a r a d o x i c a l 

1/ M u r r a y , R o b i n , " T h e I n t e r n a t i o n a l i z a t i o n o f C a p i t a l a n d t h e N a t i o n - S t a t e " , 
New L e f t R e v i e w , N o . 6 7 , 1 9 7 1 . 

2/ S u n k e l , O s v a l d o , " T r a n s n a t i o n a l C a p i t a l a n d N a t i o n a l D i s i n t e g r a t i o n i n 
L a t i n A m e r i c a " , S o c i a l a n d E c o n o m i c S t u d i e s , V o l . 2 2 , No . 1 , 1 9 7 3 . 

/ c o n b i n a t i o n s . T h i s 
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c o m b i n a t i o n s . T h i s i s , f o r e x a m p l e , t h e c a s e o f w o r k e r s e m p l o y e d b y f o r e i g n 

c o m p a n i e s w h i c h , b e c a u s e o f t h e r e l a t i v e l y h i g h w a g e s r e c e i v e d o r o t h e r a n a l o g o u s 

b e n e f i t s , o c c a s i o n a l l y i d e n t i f y more w i t h t h e i n t e r e s t s o f t h e company r a t h e r t h a n 

t h o s e o f t h e i r own c o u n t r y . A s i m i l a r s i t u a t i o n may b e s e e n i n t h e c a s e o f some 

l a r g e t r a n s n a t i o n a l . c o r p o r a t i o n s n o m i n a l l y b a s e d i n t h e i n d u s t r i a l i z e d c o u n t r i e s 

b u t w h o s e p a r t i c u l a r i n t e r e s t s b e n e f i t much m o r e , i n d e t e r m i n e d e c o n o m i c s i t u a t i o n s , 

b y p o l i c i e s o f c o u n t r i e s i n w h i c h t h e y a r e g u e s t s t h a n b y the c l o s e c o - o r d i n a t i o n 

o f t h e i r a c t i o n s w i t h t h e p o l i c i e s o f t h e g o v e r n m e n t s o f t h e i r r e s p e c t i v e 

i n d u s t r i a l i z e d c o u n t r i e s . 

Now i n s p i t e o f t h e s e p a r a d o x i c a l s i t u a t i o n s , t h e most g e n e r a l c a s e i s t h a t 

when a c t o r s e n t e r i n t o c o n t a c t , a t t h e i n t e r n a t i o n a l l e v e l , f r o m n a t i o n - S t a t e s wh i ch 

h a v e v e r y d i f f e r e n t e c o n o m i c d e v e l o p m e n t r e a l i t i e s , t h e r e l a t i o n s w h i c h a r e 

e s t a b l i s h e d t e n d t o b e u n i l a t e r a l a n d , u n e q u a l : t h e more p o w e r f u l S t a t e i n f l u e n c e s 

t h e w e a k e r o n e ; t h e e c o n o m i c a g e n t coming f r o m t h e f o r m e r a p p r o p r i a t e s a c o n s i d e r a b l e 

p a r t o f t h e e c o n o m i c s u r p l u s e s o f t h e l a t t e r ; t h e e c o n o m i c a g e n t f r o m t h e d e v e l o p e d 

c o u n t r y h a s p o w e r f u l i n f l u e n c e s - w i t h i n t h e w e a k e r S t a t e ; t h e p r o d u c t i v e s t r u c t u r e o f 

t h e s t r o n g e r one c o n d i t i o n ? t h e p r o d u c t i v e s t r u c t u r e o f t h e o t h e r ; t h e m e t r o p o l i t a n 

S t a t e i s c l o s e l y a s s o c i a t e d , w i t h t h e e c o n o m i c i n t e r e s t s o f . t h e a g e n t w h i c h s e e k s i t s 

p r o t e c t i o n , e t c . 

I n summary, t h e i t j w h e n . w e a r e s t u d y i n g a p r o c e s s s u c h a s t h a t o f t h e 

n a t i o n a l i z a t i o n o f l a r g e - s c a l e c o p p e r m i n i n g i n C h i l e , w h i c h i n v o l v e s a n a c t i v i t y 

w h i c h w a s h i s t o r i c a l l y i n c o r p o r a t e d i n t o t h e i n t e r n a t i o n a l s p h e r e o f t h e economy 

a n d w h i c h w a s c o n t r o l l e d b y l a r g e t r a n s n a t i o n a l c o n s o r t i a , t h e a n a l y s i s c a n n o t b e 

l i m i t e d t o u s i n g such s i m p l e c a t e g o r i e s a s : t n a t i o n a l i n t e r e s t " o r " f o r e i g n i n t e r e s t " , 

n o r t o c o m p a r i n g " C h i l e " w i t h " t h e U n i t e d S t a t e s c o m p a n i e s " o r " i m p e r i a l i s m " . The 

r e a l a c t o r s i n v o l v e d a r e o t h e r s : t he d i f f e r e n t f o r c e s a n d s o c i a l g r o u p s w h i c h 

e x e r c i s e i n f l u e n c e i n C h i l e on t h e a c t i o n s o f t h e S t a t e ; t h e g o v e r n m e n t o f f i c i a l s ; 

t h e c o p p e r w o r k e r s ; t h e t r a n s n a t i o n a l c o r p o r a t i o n s w h i c h w e r e t h e o b j e c t o f 

n a t i o n a l i z a t i o n ; t h e U n i t e d S t a t e s Government a n d t h e i n t e r n a t i o n a l l e g a l a n d 

p o l i t i c a l i n s t i t u t i o n a l s y s t e m . 

/B. THE 



B . THE EVENTS OF NATIONALIZATION 

1 . N a t i o n a l i z a t i o n : a p r o c e s s a n d a n a c t 

The e x p l o i t a t i o n a n d m a r k e t i n g o f C h i l e a n c o p p e r h a s a l w a y s b e e n a n e x c e l l e n t 

b u s i n e s s , , so . i t i s n o t enough to r e f e r to t h i s r e a l i t y to e x p l a i n nationalization. 

I f t h e o n l y d e t e r m i n i n g f a c t o r i n t h e m a t t e r h a d b e e n " n a t i o n a l i n t e r e s t " , u n d e r s t o o d 

a s t h e a s p i r a t i o n t o i n c r e a s e t h e w e a l t h a v a i l a b l e w i t h i n t h e C h i l e a n s o c i e t y , t h e 

n a t i o n a l i z a t i o n o f c o p p e r w o u l d h a v e t a k e n p l a c e much e a r l i e r . 

B u t t h i s d i d n o t o c c u r , n o t . b e c a u s e t h e r e was no one who n o t i c e d t h e p o t e n t i a l 

b e n e f i t o f n a t i o n a l i z i n g , b u t b e c a u s e t h e j o i n i n g o f t h e i n t e r e s t s a n d r e l a t i v e 

s t r e n g t h s o f t h e a c t o r s i n v o l v e d a l w a y s r e s u l t e d i n a n u n f a v o u r a b l e s i t u a t i o n f o r 

such a m e a s u r e . U s i n g t h e same l o g i c , we may a f f i r m t h a t when t h e n a t i o n a l i z a t i o n 

o f l a r g e - s c a l e m i n i n g was f i n a l l y d e c r e e d , i t d i d n o t happen a s a c o n s e q u e n c e o f 

a t e m p o r a r y i m p u l s i v e n e s s , n o r was i t t h e r e s u l t o f t h e b r i l l i a n t i n s p i r a t i o n o f 

a f e w . I t i s i n t h i s s e n s e t h a t we s p e a k o f t h e n a t i o n a l i z a t i o n o f C h i l e a n c o p p e r 

a-3 t r u l y b e i n g a p r o c e s s . The r o o t s o f t h e a c t o f n a t i o n a l i z a t i o n i t s e l f f e d upon 

t h e e n t i r e l o n g h i s t o r y o f e c o n o m i c e x p l o i t a t i o n o f t h e m i n e r a l a n d t h e r e l a t i o n s h i p s 

b e t w e e n t h e C h i l e a n Government and t h e U n i t e d S t a t e s c o m p a n i e s . I n o t h e r w o r d s , t h e 

s p e c i f i c f o r m a s sumed b y , n a t i o n a l i z a t i o n w a s , n o t o u t o f l i n e w i t h t h e s i t u a t i o n s 

w h i c h p r e c e d e d i t ( w h i c h h a v e b e e n s t u d i e d i n d e t a i l i n p r e v i o u s c h a p t e r s ) , a l t h o u g h 

t h e s e s i t u a t i o n s a t t h e t i m e w e r e u n f a v o u r a b l e t o t h e a d o p t i o n o f t h i s i m p o r t a n t 

s t e p . 

2 . N a t i o n a l i z a t i o n o f c o p p e r : why? 

On. 16 J u l y 1971 t h e R e f o r m o f t h e P o l i t i c a l C o n s t i t u t i o n o f t h e S t a t e was 

p u b l i s h e d i n t h e O f f i c i a l J o u r n a l o f t h e R e p u b l i c o f C h i l e , , b y w h i c h n a t i o n a l i z a t i o n 

o f l a r g e - s c a l e c o p p e r m i n i n g was made o f f i c i a l . I n t h i s way an i m p o r t a n t a s p i r a t i o n 

o f w i d e s e c t o r s o f C h i l e a n s o c i e t y , w h o s e s t r u g g l e t o a c h i e v e t h i s o b j e c t i v e h a d 

l a s t e d s e v e r a l d e c a d e s , was f u l f i l l e d . The b r o a d s u p p o r t w h i c h t h e p r o c e s s o f 

n a t i o n a l i z a t i o n h a d w i t h i n t h e n a t i o n a l community was e v i d e n t n o t o n l y b e c a u s e 

n a t i o n a l i z a t i o n o f l a r g e - s c a l e m i n i n g was a n e x p l i c i t p l a t f o r m o f two o f t h e t h r e e 

c a n d i d a t e s i n t h e 1910 p r e s i d e n t i a l e l e c t i o n (who t o g e t h e r o b t a i n e d more t h a n t w o -

t h i r d s o f t h e p o p u l a r v o t e ) , b u t a l s o b e c a u s e t h e r e s p e c t i v e l a w w a s a p p r o v e d 

u n a n i m o u s l y by . t h e N a t i o n a l P a r l i a m e n t . 

/ O f t e n t h e 



- 104 -

O f t e n t h e s p e e c h o f p o l i t i c a l a c t o r s i s a - d i s p l a y o f s e l f - i n t e r e s t . B u t i n 

t h e q u o t a t i o n w h i c h i s t r a n s c r i b e d b e l o w , t h i s i s n o t t h e c a s e . On t h e c o n t r a r y , 

i n o u r o p i n i o n , i t i s a f a i t h f u l t e s t i m o n y o f t h e s o c i a l p r o g r e s s wh ich o b j e c t i v e l y 

c r e a t e d t h e c o n d i t i o n s f o r t o t a l n a t i o n a l i z a t i o n o f C h i l e a n c o p p e r . The q u o t a t i o n 

comes f r o m t h e E x e c u t i v e Mes sage t o t h e F u l l C o n g r e s s , t h e p r o c e d u r e wh ich b e g a n 

t h e d i s c u s s i o n o f t h e C o n s t i t u t i o n a l Re f o rm m o d i f y i n g a r t i c l e No . 10 o f t h e 

P o l i t i c a l C o n s t i t u t i o n o f t h e S t a t e , b y w h i c h n a t i o n a l i z a t i o n was c a r r i e d o u t . F o r 

i t s h i s t o r i c a l v a l u e and f o r i t s h i g h l y i n s t r u c t i v e c o n t e n t , we j u s t i f y q u o t i n g i t 

h e r e e x t e n s i v e l y . I n i t s i n t r o d u c t o r y p a r t , t h i s i n i t i a l Message s a y s : " I t i s n o t 

o n l y , t h e n , a q u e s t i o n o f c a r r y i n g o u t a Government programme o f f e r e d t o t h e p e o p l e 

d u r i n g t h e l a s t p r e s i d e n t i a l e l e c t i o n . N o r i s i t a q u e s t i o n o f t a k i n g an o r t h o d o x 

p a t h o f d e t e r m i n e d p o l i t i c a l o r s o c i o e c o n o m i c p r i n c i p l e s . Even l e s s i s i t a q u e s t i o n 

o f t h e r e s u l t o f an i m p r o v i s a t i o n . . . I n t r u t h , f o r many y e a r s i t h a s b e e n o n l y t h e 

p o p u l a r p o l i t i c a l p a r t i e s who h a v e s t u d i e d t h e n e e d t o a d a p t a ha rmon ious s e t o f 

p o l i t i c a l , economic and s o c i a l measures t o open t h e way f o r b u i l d i n g a new t y p e o f 

s o c i e t y . . . , b u t t h e i d e a s f o r w h i c h t h e y h a v e b e e n f i g h t i n g g r a d u a l l y opened t h e 

way b o t h b e c a u s e o f t h e c o n s t a n t c l a r i f i c a t i o n o f t h e s e p r i n c i p l e s and b e c a u s e 

t h e s e f a c t s . o f n a t i o n a l l i f e w e r e i n e x o r a b l y p o i n t i n g o u t t h e j u s t i c e o f t h e i r 

p r o p o s a l s . The day h a s now come when t h e y a r e s h a r e d b y a l a r g e m a j o r i t y o f 

C h i l e a n s " , 1 / 

3. P r e p a r i n g t h e way f o r n a t i o n a l i z a t i o n 

( a ) The s p e c i f i c c a s e o f C h i l e 

I t i s n o t a s i m p l e t a s k t o n a t i o n a l i z e an economic a c t i v i t y o f t h e s i z e and 

i m p o r t a n c e o f l a r g e - s c a l e c o p p e r m i n i n g , w i t h a v e r y l o n g h i s t o r y o f n e g o t i a t i o n s 

b e h i n d i t , and o f s t r a t e g i c i m p o r t a n c e f o r t h e d i f f e r e n t p a r t i e s i n v o l v e d . I n o t h e r 

w o r d s , t h e s p e c i f i c te rms o f t h e n a t i o n a l i z i n g a c t we re p a r t o f a much more complex 

p r o b l e m than t h e mere l e g a l f o r m a l i t y o f how t o d e c r e e a n a t i o n a l i z a t i o n . 

What we must n e v e r l o s e s i g h t o f i n i n t e r p r e t i n g t h e e v e n t s o f t h e 

n a t i o n a l i z a t i o n o f C h i l e a n copper , , . b o t h r e f e r r i n g t o t h e measure i t s e l f and r e f e r r i n g 

t o i t s s e q u e l , i s t h a t i t ? w a s c a r r i e d o u t i n t h e c o n t e x t o f a t r u l y r e v o l u t i o n a r y 

s o c i a l p r o c e s s a n d t h a t , e ven more , i t was c o n c e i v e d a s a c o r n e r s t o n e o f t h i s p r o c e s s . 

1/ N o v o a , E d u a r d o , L a b a t a l l a p o r e l c o b r e , p p . 4 0 3 - 4 0 4 , S a n t i a g o , Quimantft , 
1972. 
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- 105 -

T h i s i m p l i e d t h a t some o f t h e r e a c t i o n s t o t h i s s t e p r e p o r t e d i n t h e d i f f e r e n t 

s e c t o r s w e r e d e t e r m i n e d more b y t h e i r a t t i t u d e t o t h e p r o c e s s o f c h a n g e a s s u c h t h a n 

by t h e c o n c r e t e f a c t o f n a t i o n a l i z a t i o n i t s e l f . We w i l l h a v e t h e o p p o r t u n i t y t o 

v e r i f y t h i s i n t h e f o l l o w i n g s e c t i o n , when we e x a m i n e t h e b e h a v i o u r o f t h o s e who 

i n p r a c t i c e w e r e " o p p o n e n t s o f n a t i o n a l i z a t i o n " . B u t f o r now we must t a k e t h i s i n t o 

a c c o u n t , s i n c e t h e s p e c i f i c f o r m w h i c h t h e a c t o f n a t i o n a l i z a t i o n t o o k - t h e R e f o r m 

o f t h e P o l i t i c a l C o n s t i t u t i o n o f t h e S t a t e a n d i t s c o n t e n t s - i m p l i c i t l y r e f l e c t e d 

t h e s i t u a t i o n m e n t i o n e d . I t w i l l n o t go u n n o t i c e d t h a t a conclusion can a l s o b e 

d r awn f r o m the a b o v e w h i c h i s i m p o r t a n t f o r t h e c o m p a r a t i v e a n a l y s i s : some o f t h e 

d i s t i n c t i v e f e a t u r e s o f t h e n a t i o n a l i z a t i o n o f C h i l e a n c o p p e r can b e e x p l a i n e d o n l y 

i n r e l a t i o n t o t h e p e c u l i a r s o c i o - p o l i t i c a l a n d h i s t o r i c a l , n a t i o n a l a n d i n t e r n a t i o n a l 

c o n t e x t i n w h i c h t h e y o c c u r r e d . C e r t a i n l y , t h i s - d i d n o t i m p l y t h a t t h e p r o f o u n d 

n a t u r e o f t h e " p r o c e s s " a n d t h e " b a r g a i n i n g p o s i t i o n " w e r e , i n t h e c a s e o f C h i l e 3 

d i f f e r e n t f r o m t h a t w h i c h g e n e r a l l y c h a r a c t e r i z e s t h e r e l a t i o n s h i p b e t w e e n 

t r a n s n a t i o n a l c o r p o r a t i o n s a n d u n d e r d e v e l o p e d c o u n t r i e s . On t h e c o n t r a r y , p r e c i s e l y 

b e c a u s e t h e n a t u r e o f t h i s r e l a t i o n s h i p i s t h e same i n a l m o s t a l l c a s e s , c o n c e p t s 

such as t h e New I n t e r n a t i o n a ! E c o n o m i c O r d e r , t h e c e n t e r - p e r i p h e r y t h e o r e t i c a l 

scheme and e f f o r t s a t c o n p a r a t i v e a n a l y s i s such a s t h i s r e p o r t h a v e t h e i r 

j u s t i f i c a t i o n . I n airiy c a s e , t h e r e h a v e a l w a y s b e e n p a r t i c u l a r f e a t u r e s in a g i v e n 

s i t u a t i o n w h i c h c a n n o t b e g e n e r a l i z e d f o r a l l c a s e s . 

( b ) Why a C o n s t i t u t i o n a l Re form? 

I n t h e f i r s t p l a c e , we must e x p l a i n why a C o n s t i t u t i o n a l R e f o r m was c h o s e n a s 

a way t o c a r r y o u t n a t i o n a l i z a t i o n . A t t h e same t i m e , t h i s w i l l a l l o w us t o c l a r i f y 

t h e a c t u a l c o n t e n t o f t h e m e a s u r e . 

The c o n c e p t o f n a t i o n a l i z a t i o n h a s a p p e a r e d r e l a t i v e l y r e c e n t l y i n t h e f i e l d 

o f m o d e m l a w ; 1/ U n t i l r e c e n t l y , t h e norm was t h a t C o n s t i t u t i o n s w o u l d o n l y d e a l 

w i t h the p r o b l e m o f " e x p r o p r i a t i o n " , w h i c h i n - t h e l a s t i n s t a n c e r e c o g n i z e s t h e 

p r i m a c y o f t h e g e n e r a l i n t e r e s t , n o m i n a l l y r e p r e s e n t e d b y t h e S t a t e , o v e r t h e 

p a r t i c u l a r i n t e r e s t . The C h i l e a n C o n s t i t u t i o n was no e x c e p t i o n i n t h i s s e n s e . 

I n s t e a d , when i t e x p l i c i t l y e s t a b l i s h e s t h e p r i o r i t y o f t h e c o l l e c t i v e interest o v e r 

t h e p a r t i c u l a r , t h i s means t h a t t h e l a t t e r can a c t u a l l y e v e n b e s a c r i f i c e d f o r t h e 

b e n e f i t o f t h e f o r m e r . I n c o n c r e t e t e r m s , t h i s means t h e p o s s i b i l i t y o f n o t p a y i n g 

1/ Ibid., p. 156. 
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t h e a f f e c t e d p a r t y an e q u i v a l e n t v a l u e t o t h a t o f t h e n a t i o n a l i z e d p r o p e r t y , a 

p o s s i b i l i t y w h i c h n e c e s s a r i l y h a d t o b e t a k e n i n t o a c c o u n t ' i n t h e c a s e o f f i g u r e s 

o f t h e s i z e i n v o l v e d i n l a r g e - s c a l e c o p p e r m i n i n g . 

A n o t h e r r e a s o n g i v e n f o r c a r r y i n g o u t n a t i o n a l i z a t i o n . b y a C o n s t i t u t i o n a l 

R e f o r m was t h a t , a s s e e n i n t h e p r e v i o u s c h a p t e r , t h e p r e v i o u s Government h a d made 

a g r e e m e n t s w i t h t h e U n i t e d S t a t e s c o p p e r compan i e s on C h i l e a n i z a t i o n a n d 

n a t i o n a l i z a t i o n b y p a c t , w h i c h w e r e , i n p r a c t i c e , c o n s t i t u t i v e c o n t r a c t s o f j o i n t 

c o r p o r a t i o n s w i t h t h e C h i l e a n S t a t e , w i t h l e g a l h i e r a r c h y . S i n c e t h e s e c o n t r a c t - l a w s , 

a r o u n d w h i c h a c o n s e n s u s h a d b e e n f o r m i n g t h a t t h e y w e r e d a m a g i n g t o t h e n a t i o n a l 

i n t e r e s t , c o u l d n o t l e g a l l y b e m o d i f i e d w i t h o u t t h e a g r e e m e n t o f t h e p a r t i e s , i t 

w a s n e c e s s a r y t o t r y t o r e p e a l them w i t h a l e g a l no rm h i g h e r i n t h e h i e r a r c h y t h a n 1 

t h e s e c o n t r a c t - l a w s - w h i c h c o u l d b e none o t h e r t h a n t h e C o n s t i t u t i o n a l norm. 

One o f t h e main c o n c e p t s o f n a t i o n a l i z a t i o n t o b e i m p l e mente d was t h e d e d u c t i o n 

o f t h e s o - c a l l e d " e x c e s s i v e p r o f i t s " o b t a i n e d b y U n i t e d S t a t e s c o m p a n i e s f o r many 

y e a r s b y e s p l o i t i n g c o p p e r ( a p o i n t t o w h i c h we w i l l r e t u r n f u r t h e r o n ) . B u t s u c h 

a d e d u c t i o n was a l s o i m p o s s i b l e i n a c c o r d a n c e w i t h t h e l a w s i n f o r c e , a n d t h i s was 

a n a d d i t i o n a l r e a s o n f o r h a v i n g t o m o d i f y t h e C o n s t i t u t i o n i n o r d e r t o a l l o w i t . 

F o r t h e C h i e f E x e c u t i v e t o e n c o u r a g e a C o n s t i t u t i o n a l . R e f o r m t h e r e was s t i l l 

one f i n a l c o n s i d e r a t i o n , w h i c h was a c l e a r i n d i c a t i o n o f t h e d o m e s t i c p o l i t i c a l 

c o n n o t a t i o n s s u r r o u n d i n g t h i s g o v e r n u i e n t a l Treasure. The t h e n - P r e s i d e n t o f t h e 

D e f e n c e C o u n c i l o f t h e S t a t e w r o t e : "An a c t a s i m p o r t a n t a s t h e n a t i o n a l i z a t i o n o f 

c o p p e r c a n n o t b e e x p o s e d t o t h e i n t e r m i n a b l e l e g a l d i s c u s s i o n s b e f o r e t h e O r d i n a r y 

T r i b u n a l s o f J u s t i c e b y h i g h - l e v e l j u d g e s ; i n a d d i t i o n , .a l e g a l s u b j e c t a s new a s 

n a t i o n a l i z a t i o n , s o d i f f e r e n t f r o m t h e i d e a s i n c u l c a t e d i n t h e m a j o r i t y o f C h i l e a n 

m a g i s t r a t e s , must b e a n a l y s e d b y a S p e c i a l T r i b u n a l , composed o f p e r s o n s c a p a b l e o f 

u n d e r s t a n d i n g a n d , e s p e c i a l l y , c a p t u r i n g i t s s p e c i f i c p u r p o s e o f p r o t e c t i n g t h e 

c o l l e c t i v e i n t e r e s t s , e v e n when t h e s e a r e o p p o s e d t o p r i v a t e i n t e r e s t s . 

" T o e s t a b l i s h t h i s S p e c i a l T r i b u n a l a n d t o e x c l u d e f r o m - i t s a c t s t h e 

i n t e r v e n t i o n o f t h e Supreme C o u r t , p r i n c i p a l s u p p o r t e r o f e x t r e m e l y i n d i v i d u a l i s t i c 

l e g a l a c t s a n d n o t r e c o g n i z i n g t h e p r e v a l e n c e o f t h e s o c i a l i n t e r e s t o v e r t h e p r i v a t e -

i t w a s i n d i s p e n s a b l e t o h a v e a C o n s t i t u t i o n a l a m e n d m e n t . " ! / ^ : 

1/ I b id . , p. 156. 
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T h e r e w e r e a l s o o t h e r t a c t i c a l r e a s o n s f o r e n d o r s i n g t h e p r o c e s s o f a 

C o n s t i t u t i o n a l R e f o r m . .. W i t h r e s p e c t t o i n c o r p o r a t i n g t h e i n s t i t u t i o n o f .. 

n a t i o n a l i z a t i o n , . f o r t h e f i r s t t i m e i n C h i l e a n l e g i s l a t i o n , i t was d e s i r a b l e t h a t i t 

s h o u l d b e i n c l u d e d i n t h e P o l i t i c a l C o n s t i t u t i o n , t o e m p h a s i z e t h e c l o s e c o n n e x i o n 

o f t h e m e a s u r e a b o u t t o b e a d o p t e d w i t h t h e n a t i o n a l . s o v e r e i g n t y a n d f e e l i n g s , a n d 

t o g r a n t i t a l e g a l h i e r a r c h y w h i c h w o u l d g i v e i t maximum p r e s t i g e i n i n t e r n a t i o n a l 

p u b l i c o p i n i o n and i n s t i t u t i o n s . 

The f i n a l c o n s i d e r a t i o n w h i c h l e d t o c h o o s i n g t h e p a t h o f a C o n s t i t u t i o n a l , 

Re fo rm was t h a t t h e r e e x i s t e d a p r o v i s i o n i n t h e , C h i l e a n C o n s t i t u t i o n w h i c h 

e s t a b l i s h e d t h a t w h e n , in ; t h e a r e a - o f c o n s t i t u t i o n a l r e f o r m s 5 a s e r i o u s d i s a g r e e m e n t 

a r o s e b e t w e e n t h e E x e c u t i v e B r a n c h a n d t h e C o n g r e s s , t h e f o r m e r c o u l d , r e s o r t t o a 

p o p u l a r p l e b i s c i t e t o s e t t l e t h i s c o n f l i c t . I n t h e c a s e o f c o p p e r . . n a t i o n a l i z a t i o n , 

t h e r e i s no d o u b t t h a t , i f t h e E x e c u t i v e ' s a t t e n p t s i n C o n g r e s s h a d b e e n s e r i o u s l y 

b l o c k e d , t h e enormous m a j o r i t y o f t h e p e o p l e w o u l d h a v e s u p p o r t e d t h e Government i n 

i t s p r o p o s a l s . 

( c ) B a s e s o f t h e n a t i o n a l i z i n g a c t ( a n d o f t h e d e d u c t i o n o f " e x c e s s i v e p r o f i t s " ) 

As we know , t h e R e f o r m o f t h e P o l i t i c a l C o n s t i t u t i o n o f t h e S t a t e o f C h i l e was 

f i n a l l y p r o m u l g a t e d b y t h e f a v o u r a b l e v o t e o f a unanimous C o n g r e s s , i n J u l y 1971 . 

A l t h o u g h t h e o r i g i n a l E x e c u t i v e b i l l u n d e r w e n t some m o d i f i c a t i o n s , i t r e m a i n e d 

s u b s t a n t i a l l y u n c h a n g e d . L e t us e x a m i n e , t h e r e f o r e , t h e f u n d a m e n t a l p r o v i s i o n s o f 

t h e a p p r o v e d r e f o r m . 

1 . I t e s t a b l i s h e d t h a t " t h e S t a t e h a d a b s o l u t e e x c l u s i v e , i n a l i e n a b l e a n d 

i m p r e s c r i p t i b l e c o n t r o l over , a l l t h e m i n e s w h i c h " c o u l d o n l y b e d e l i v e r e d i n 

c once s s i o n f o r t h è i r e x p l o i t a t i o n b y p r i V a t e b o d i es : . , T h i s . p r o v i s i on p r e vents , anyone 

f r o m c l a i m i n g c o m p e n s a t i o n f o r t h e v a l u e o f t h e m i n e r a l d e p o s i t * w h i c h w i l l n e v e r 

b e t h e o b j e c t o f p r i v a t e o n w e r s h i p . > - , ' 

r 2 . I t d e c l a r e d t h a t " i n t h e n a t i o n a l i n t e r e s t a n d i n . t h e - e x e r c i s e o f t h e 

s o v e r e i g n a n d i n a l i e n a b l e I r i g h t o f t h e S t a t e f r e e l y t o d i s p o s e : of,, i t s w e a l t h a n d 

n a t u r a l r e s o u r c e s 1 ' t h e a s s e t s o f t h e c o r p o r a t i o n s w h i c h c o n s t i t u t e t h e l a r g e - s c a l e 

c o p p e r m i n i n g i n d u s t r y a n d t h e A n d i n a M i n i n g Company ( a m e d i u m - s i z e d c o r p o r a t i o n , ..:•• . 

b u t w i t h p l a n s t o g r o w ) w e r e b e i n g n a t i o n a l i z e d a n d i n c o r p o r a t e d i n t o t h e f u l l a n d 

e x c l u s i v e o w n e r s h i p o f t h e n a t i o n . I t i s i n t e r e s t i n g t o n o t e t h a t t h i s , p r o v i s i o n , 

w h i c h c o n t a i n s t h e p r o f o u n d s p i r i t o f n a t i o n a l i z a t i o n , i m p l i c i t l y r e f e r s t o t h e 

U n i t e d N a t i o n s G e n e r a l A s s e m b l y r e s o l u t i o n w h i c h r e a f f i r m e d t h e p e r m a n e n t s o v e r e i n g t y 

/of States 
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o f S t a t e s o v e r n a t u r a l r e s o u r c e s l o c a t e d on t h e i r t e r r i t o y . We w i l l s e e l a t e r , 

when t h e l e g a l b a t t l e s o c c u r r e d w i t h t h e a f f e c t e d United S t a t e s c o n p a n i e s , t h e 

C h i l e a n Gove rnment a l w a y s b r o u g h t up i n i t s own d e f e n c e t h i s r e s o l u t i o n w h i c h h a d s o 

much s i g n i f i c a n c e f o r i n t e r n a t i o n a l l a w . 

3 . W i t h g r e a t d a r i n g a n d n o v e l t y , t h e C o n s t i t u t i o n a l R e f o r m p o i n t e d o u t t h a t 

" t h e t i m e o f c o i r p e n s a t i o h . . . s h a l l b e d e t e r m i n e d on t h e b a s i s o f t h e o r i g i n a l c o s t 

o f t h e s e a s s e t s , minus a m o r t i z a t i o n , d e p r e c i a t i o n , p e n a l t i e s a n d d e v a l u a t i o n s f o r 

o b s o l e s c e n c e . A l s o d e d u c t e d f r o m t h e amount o f c o m p e n s a t i o n s h a l l b e a l l o r p a r t 

o f t h e e x c e s s i v e p r o f i t s w h i c h t h e n a t i o n a l i z e d c o r p o r a t i o n s h a v e o b t a i n e d " . I t 

w a s e s t a b l i s h e d t h a t t h e d e t e r m i n a t i o n o f t h i s l a s t q u a n t i t y w o u l d b e an e x c l u s i v e 

p o w e r o f t h e P r e s i d e n t o f t h e R e p u b l i c , f o r whom a d e c i s i v e e l e m e n t o f j u d g e m e n t 

w o u l d b e t h e n o r m a l p r o f i t a b i l i t y o f t h e n a t i o n a l i z e d e n t e r p r i s e s i n t h e w h o l e o f 

t h e i r i n t e r n a t i o n a l o p e r a t i o n s . 

I t i s w o r t h g o i n g somewhat f u r t h e r i n t o t h i s a s p e c t s o f n a t i o n a l i z a t i o n , w h i c h 

i s p e r h a p s t h e one w h i c h most d rew t h e a t t e n t i o n o f n a t i o n a l a n d i n t e r n a t i o n a l 

p u b l i c o p i n i o n . 

The C o n s t i t u t i o n a l R e f o r m d e c r e e d t h a t t h e c o m p e n s a t i o n t o b e p a i d w o u l d h a v e 

a maximum c e i l i n g o f t h e S Ibook v a l u e " o f t h e n a t i o n a l i z e d a s s e t s , a n d t h a t f r o m 

t h i s l a t t e r f i g u r e w o u l d b e d e d u c t e d two d i f f e r e n t . q u a n t i t i e s c o r r e s p o n d i n g t o two 

a l s o d i f f e r e n t c o n c e p t s a n d r e g u l a t e d b y e q u a l l y d i f f e r e n t m a c h i n e r y ; The s i z e o f 

t h e f i r s t d e d u c t i o n t o t a k e p l a c e , i n r e s p e c t o f t h e b o o k v a l u e , w o u l d b e d e t e r m i n e d 

b y t h e C o n t r o l l e r G e n e r a l o f t h e - R e p u b l i c , who wou ld - t a k e into account - f o r t h i s 

p u r p o s e t h e a m o r t i z a t i o n s , d e p r e c i a t i o n s , e t c . , m e n t i o n e d a b o v e . T h i s d e d u c t i o n 

c o u l d b e a p p e a l e d b y t h e compan ie s b e f o r e t h e S p e c i a l T r i b u n a l m e n t i o n e d a b o v e . The 

s e c o n d p o s s i b l e d e d u c t i o n , on t h e o t h e r h a n d , c o r r e s p o n d i n g t o t h e " e x c e s s i v e p r o f i t " 

w a s f i x e d b y t h e P r e s i d e n t o f t h e R e p u b l i c a n d was u n a p p e a l a b l e . The se 

s p e c i f i c a t i o n s a r e i n p o r t a n t f o r two r e a s o n s : ( a ) t o t h e e x t e n t t h a t t h e p r i n c i p l e 

o f p r i v a t e p r o p e r t y w a s s a f e g u a r d e d i n some w a y , t h e p o l i t i c a l s e c t o r s w h i c h 

r e p r e s e n t e d b u s i n e s s i n t e r e s t s w e r e w i l l i n g t o s i p p o r t ( a l t h o u g h w i t h some r e t i c e n c e ) 

t h e m e a s u r e , i n t h e C h i l e a n C o n g r e s s ; ( b ) t h i s i s how t h e U n i t e d S t a t e s c o m p a n i e s 

a n d t h e U n i t e d S t a t e s Government i t s e l f j u s t i f i e d t h e v i r u l e n c e o f t h e i r r e a c t i o n 

t o t h e d e b a t a b l e f a c t t h a t C h i l e h a d d e n i e d " t h e r i g h t t o a j u s t compensa t i on 5 ' t o 

A n a c o n d a a n d K e n n e c o t t . 

/What a c t u a l l y 
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What a c t u a l l y o c c u r r e d was t h e f o l l o w i n g * As a f i r s t s t e p , , t h e C o n t r o l l e r 

G e n e r a l o f t h e R e p u b l i c , a f t e r m a k i n g t h e d e d u c t i o n s a c c o r d i n g t o t h e a b o v e - m e n t i o n e d 

c o n c e p t s , e s t a b l i s h e d t h a t t h e d i f f e r e n t n a t i o n a l i z e d compan ie s w e r e due a 

c o m p e n s a t i o n o f a b o u t 220 m i l l i o n d o l l a r s f o r * C h u q u i c a m a t a , 62 m i l l i o n d o l l a r s f o r 

E l S a l v a d o r and 9 9 . m i l l i o n d o l l a r s f o r E l T e n i e n t e . The P r e s i d e n t o f t h e R e p u b l i c , 

f o r h i s p a r t , mak ing f u l l u s e o f h i s c o n s t i t u t i o n a l p o w e r s a n d a f t e r v e r i f y i n g t h a t 

b o t h Anaconda and K e n n e c o t t i n t h e i r C h i l e a n o p e r a t i o n s h a d a p r o f i t a b i l i t y r a t e o f 

a l m o s t 6 t i m e s t h a t o f t h e i r i n t e r n a t i o n a l o p e r a t i o n s , f i x e d t h e c o r r e s p o n d i n g 

d e d u c t i o n f o r e x c e s s i v e p r o f i t s a t sums w h i c h w e r e i n e a c h c a s e ( e x c e p t i n r e l a t i o n 

t o t h e A n d i n a m i n i n g company ) g r e a t e r t h a n t h e coup ens a t i o n s t o w h i c h t h e compan ie s 

h a d a r i g h t . 1 / I n t h i ô w a y , n e i t h e r A n a c o n d a n o r K e n n e c o t t e n d e d up w i t h f a v o u r a b l e 

c r e d i t b a l a n c e s , w h i c h i n no c a s e meant , a d e n i a l o f t h e i r i n i t i a l r i g h t t o a j u s t 

c o m p e n s a t i o n . 

4 . The C o n s t i t u t i o n a l R e f o r m g a v e t h e S t a t e t h e n e c e s s a r y means t o p r e v e n t t h e 

n a t i o n a l i z e d compan ies f r o m u n d e r t a k i n g q u e s t i o n a b l e o p e r a t i o n s f r o m t h e n a t i o n a l 

p o i n t o f v i e w w h i l e t h e y w e r e i n t h é l e g a l p r o c e s s o f n a t i o n a l i z a t i o n . B e s i d e s 

p o i n t i n g o u t t h a t any damage c a u s e d by1 i n t e n t i o n a l l y w r o n g e x p l o i t a t i o n o f t h e 

d e p o s i t o r i n s t a l l a t i o n s d u r i n g t h i s p e r i o d w o u l d b e c h a r g e d a g a i n s t any p o s s i b l e 

c o m p e n s a t i o n s due - t o t h e companies . , t h e S t a t e r e s e r v e d t h e r i g h t t o . t ax a l l t h e 

a c t i o n s , documents, a n d a c c o u n t i n g o f t h e compan i e s d u r i n g t h e p e r i o d o f t r a n s i t i o n . . 

I t was a l s o s t a t e d t h a t t h e r e f u s a l t o s u p p l y a n y t e c h n i c a l i n f o r m a t i o n n e c e s s a r y 

f o r t h e n o r m a l f u t u r e o p e r a t i o n o f t h e n a t i o n a l i z e d i n s t a l l a t i o n s w o u l d b e s u f f i c i e n t 

c a u s e - t o s u s p e n d t h e c o m p e n s a t i o n p a y m e n t s . 

C . SOME ACHIEVEMENTS AND D IFF ICULT IES I N THE PERIOD IMMEDIATELY 
FOLLOWING NATIONALIZATION 

l . - The most v i s i b l e r e s u l t 

To w h a t p o i n t i s i t r e l e v a n t . t o w o n d e r w h e t h e r o r n o t t h e n a t i o n a l i z a t i o n o f 

C h i l e a n c o p p e r vras a s u c c e s s ? What t h e a c t o f n a t i o n a l i z a t i o n c h a n g e d w a s n o t , n o r 

I f A s e p l a i n e d b y t h e C h i l e a n C h a n c e l l e r y a t t h a t t i n e , t h e P r e s i d e n t o f t h e 
R e p u b l i c , b a s e d on t h e e x c l u s i v e p o w e r s g r a n t e d t o h i m b y t h e C o n s t i t u t i o n a l R e f o r m ^ 
d e c i d e d t o c o n s i d e r a s " e x c e s s i v e p r o f i t a b i l i t y " a n y t h i n g a b o v e 12% a n n u a l l y a f t e r 
1975 . F i n a l l y , a s a r e s u l t , t h e P r e s i d e n t o f t h e R e p u b l i c p r o c l a i m e d t h a t t h e 
c o m p e n s a t i o n s i n i t i a l l y g r a n t e d t o t h e n a t i o n a l i z e d e n t e r p r i s e s w o u l d b e r e d u c e d b y 
300 m i l l i o n d o l l a r s i n t h e c a s e o f C h u q u i c â m a t a , 64 m i l l i o n d o l l a r s i n t h a t o f 
E l S a l v a d o r a n d 410 m i l l i o n d o l l a r s i n t h a t o f E l T e n i e n t e . 

/ c o u l d i t 
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c o u l d i t b e , a t l e a s t i m m e d i a t e l y , t h e t y p e o f p r o b l e m s i n v o l v e d i n t h e C h i l e a n 

c o p p e r s i t u a t i o n , b u t i t s o u t l o o k and i t s r e l a t i v e i m p o r t a n c e . ! / No one c o u l d c l a i m 

t h a t , w i t h t h e l e g a l p r o c e s s o f t r a n s f e r r i n g t h e o w n e r s h i p o f t h e c o r p o r a t i o n s ' 

a s s e t s , t h e p r o b l e m s r e l a t i v e t o e j p l o i t a t i o n , p r o c e s s i n g a n d m a r k e t i n g o f c o p p e r 

w o u l d e n d , n o r t h a t t h e C h i l e a n economy w o u l d i m m e d i a t e l y ove rcome t h e s t r u c t u r a l 

b o t t l e n e c k s i n w h i c h i t was t r a p p e d . 

I n w h a t t e r m s , t h e n , c a n we measure t h e s u c c e s s o r f a i l u r e o f a m e a s u r e a s 

s i g n i f i c a n t a s t h e n a t i o n a l i z a t i o n o f t h e p r i n c i p a l b a s i c w e a l t h o f a c o u n t r y ? 

T o d a y , s e v e r a l y e a r s a f t e r n a t i o n a l i z a t i o n , t h e l a r g e - s c a l e c o p p e r m i n i n g i n d u s t r y 

i s o p e r a t i n g n o r m a l l y , w i t h e f f i c i e n c y i n t h e d i f f e r e n t s t a g e s o f t h e p r o c e s s o f 

p r o d u c t i o n and w i t h a demons t r a i t e d l o c a l c a p a c i t y t o d e a l w i t h a l l t h e t a s k s 

a s s o c i a t e d w i t h i t , i n c l u d i n g m a r k e t i n g o f t h e f i n a l p r o d u c t s on t h e w o r l d m a r k e t . 

W h i l e t h e a v e r a g e p r o d u c t i o n o f l a r g e - s c a l e c o p p e r m i n i n g i n C h i l e d u r i n g t h e f i v e 

y e a r s p r e v i o u s t o n a t i o n a l i z a t i o n ( 1 9 6 6 - 1 9 7 0 ) w a s a l m o s t 530 t h o u s a n d m e t r i c t o n s , 

t h e c o r r e s p o n d i n g f i g u r e f o r t h e f i v e f o l l o w i n g y e a r s ( 1 9 7 2 - 1 9 7 6 ) was somewhat more 

t h a n 700 t h o u s a n d m e t r i c t o n s a n d s t i l l h i g h e r t h a n any a n n u a l p r o d u c t i o n f i g u r e 

f o r t h e p e r i o d 1 9 2 7 - 1 9 7 0 . The t r e n d h a s r e m a i n e d u n c h a n g e d s i n c e t h e n . A n o t h e r 

v e r y s i g n i f i c a n t c o m p a r i s o n i s t h a t o f t h e r a t i o o f t h e t o t a l v a l u e o f p r o d u c t i o n 

o f c o p p e r ( c o s t s p l u s s u r p l u s e s ) r e t a i n e d b y C h i l e b e f o r e n a t i o n a l i z a t i o n and a f t e r . 

I n e f f e c t , i n t h e p e r i o d 1 9 6 6 - 1 9 7 0 , t h e p r o p o r t i o n o f t h e t o t a l v a l u e o f t h e a n n u a l 

p r o d u c t i o n o f c o p p e r w h i c h w a s e f f e c t i v e l y r e t u r n e d t o C h i l e was on t h e a v e r a g e 70%. 

The a v a i l a b l e i n f o r m a t i o n i n d i c a t e s t h a t a f t e r n a t i o n a l i z a t i o n , t h i s p r o p o r t i o n 

r e a c h e d a p p r o x i m a t e l y 90% ( t h e o t h e r 10% c o r r e s p o n d s t o i m p o r t e d i n p u t s and j 

s e r v i c e s ) . I n o t h e r w o r d s i n m i l l i o n s o f 1979 d o l l a r s , t h e g r o w t h i n t h e p r o p o r t i o n 

o f t h e r e t u r n e d v a l u e w h i c h n a t i o n a l i z a t i o n b r o u g h t w i t h i t meant t h a t t h e c o u n t r y , 

d e s p i t e a s h a r p d e c r e a s e i n t h e r e a l p r i c e o f c o p p e r , r e c e i v e d b e t w e e n 1972 and 

1976 an a v e r a g e amount h i g h e r t h a n 325 m i l l i o n d o l l a r s a n n u a l l y w h i c h , i f 

n a t i o n a l i z a t i o n h a d n o t t a k e n p l a c e i n 1 9 7 1 , w o u l d h a v e b e e n a p p r o p r i a t e d b y f o r e i g n 

i n t e r e s t s . T h e s e 325 m i l l i o n d o l l a r s a n n u a l l y a r e , o f c o u r s e , i n a d d i t i o n t o t h e 

v a l u e t r a d i t i o n a l l y r e t u r n e d t o t h e c o u n t r y b e f o r e n a t i o n a l i z a t i o n . 

1/ T i r o n i 3 E r n e s t o , " P l a n i f i c a c i ó n e c o n ó m i c a e n l a s e n p r e s a s d e l c o b r e 
n a c i o n a l i z a d a s " , Documento CEPLAN, No . 2 4 , 1973 . 

/2. A 
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2 • A d o m e s t i c d i f f i c u l t y a n d a f o r e i g n b a t t l e 

L o g i c a l l y , n e i t h e r t h e c i r c u m s t a n c e s s u r r o u n d i n g n a t i o n a l i z a t i o n n o r t h e i r 

most p e rmanen t e f f e c t s a r e o n l y e c o n o m i c o n e s . We mus t remember t h a t t h e t o t a l 

n a t i o n a l i z a t i o n o f t h e c o p p e r c o r p o r a t i o n s was c o n c e i v e d a s a measu r e f o r m i n g p a r t 

o f t h e Government p l a n d e s i g n e d t o p r o d u c e r a d i c a l c h a n g e s i n t h e C h i l e a n s o c i a l 

p r o c e s s . I t m i g h t b e t h o u g h t t h a t i n t h e c o n t e x t o f a p r o c e s s w h i c h i n any c a s e ^ 

w o u l d b e c o m p l i c a t e d , i t w a s d a r i n g t o o p e n s u c h a s e n s i t i v e f l a n k a s t h a t c r e a t e d 

by p r o f o u n d l y a f f e c t i n g t h e p o w e r f u l i n t e r e s t s c o n n e c t e d w i t h C h i l e a n c o p p e r ; b u t 

on t h e o t h e r h a n d , i t c o u l d b e h e l d e q u a l l y a s w e l l t h a t w i t h o u t a p r o f o u n d w i l l 

f o r change i t was n o t v e r y p r o b a b l e t h a t any g o v e r n m e n t : w o u l d h a v e d a r e d t o t a k e 

t h e r i s k y p l u n g e i n t o n a t i o n a l i z a t i o n . The f a c t i s , i n any c a s e , t h a t t h e p r e v a i l i n g 

e c o n o m i c s i t u a t i o n i n C h i l e a n d i n t h e w o r l d d u r i n g t h e Gove rnment o f t h e U n i d a d 

P o p u l a r i s i n a c e r t a i n s e n s e i n s e p a r a b l e f r o m t h e n a t i o n a l i z a t i o n o f C h i l e a n c o p p e r . 

U n d o u b t e d l y , on t h i s l e v e l , t h e t w o a s p e c t s w h i c h s t a n d o u t most c l e a r l y i n t h e 

l a t e r d e v e l o p m e n t o f t h e a c t o f n a t i o n a l i z a t i o n a r e , f i r s t l y , t h e p r o b l e m o f t h e 

p r o d u c t i v i t y o f l a b o u r i n t h e d e p o s i t s o f t h e l a r g e - s c a l e m i n i n g i n d u s t r y a n d , 

s e c o n d l y , t h e c o n f r o n t a t i o n a n d l a t e r a g r e e m e n t b e t w e e n t h e C h i l e a n S t a t e a n d U n i t e d 

S t a t e s i n t e r e s t s ( t h e compan i e s a n d t h e Government o f t h e U n i t e d S t a t e s ) , 

( a ) L a b o u r p r o b l e m s 

W i t h r e g a r d t o t h e f i r s t o f t h e s e a s p e c t s , t h e a v a i l a b l e i n f o r m a t i o n ( s e e 

t a b l e 2 , S t a t i s t i c a l A n n e x ) s h o w s t h a t i n t h e y e a r s 19 71 a n d 1972 t h e u n i t c o s t s o f 

p r o d u c t i o n o f c o p p e r w e r e among t h e h i g h e s t r e c o r d e d i n s u p p o s e d l y n o r m a l y e a r s o f 

o p e r a t i o n . U n f o r t u n a t e l y , t h e r e a r e n o r e l i a b l e d a t a w h i c h w o u l d make i t p o s s i b l e 

t o h a v e a d e f i n i t e i d e a o f t h e s t r u c t u r e o f c o s t s ( a n d n o t o n l y t h e t o t a l u n i t c o s t ) 

o f t h e p r o d u c t i o n o f c o p p e r d u r i n g t h e Government o f t h e t i m e . D e t e r m i n i g t h i s i s 

a l w a y s a d i f f i c u l t o b j e c t i v e t o a c h i e v e , p a r t l y b e c a u s e t h i s i n f o r m a t i o n i s a 

b u s i n e s s s e c r e t , and p a r t l y b e c a u s e t h e p r o b l e m becomes e x c e e d i n g l y c o i r p l i c a t e d 

when we b e g i n t o c o n s i d e r t h e v a r i a t i o n s i n t h e r a t e s o f c h a n g e o f t h e d e t e r m i n i n g 

f a c t o r s i n t h e s e c o s t s . I t i s k n o w n , h o w e v e r 3 t h a t two d i s t i n c t phenomena h a d a 

n e g a t i v e i m p a c t on t h e p r o d u c t i v i t y o f t h e d e p o s i t s : a s e r i o u s p r o b l e m o f l a b o u r 

a b s e n t e e i s m and t h e o c c u r r e n c e o f a l a r g e number o f l a b o u r c o n f l i c t s w h i c h f r e q u e n t l y 

meant t h e p a r t i a l p a r a l y z a t i o n o f w o r k a n d w h i c h , on one o c c a s i o n , l e d t o a s e r i o u s 

n a t i o n a l p o l i t i c a l c r i s i s . 

/At f i r s t 



- 112 -

At f i r s t g l a n c e , t h i s s i t u a t i o n w o u l d a p p e a r i n c o n g r u e n t , b e c a u s e t h e m a j o r i t y 

o f t h e c o p p e r m i n e r s w e r e s u p p o r t e r s o f t h e Government c o a l i t i o n . I t must b e 

p o i n t e d o u t , t o b e g i n w i t h , t h a t i n t h i s a r e a t h e d o m e s t i c p o l i t i c a l r e a l i t y o f t h e 

c o u n t r y p l a y e d a p r e p o n d e r a n t r o l e . T h u s , n o .one i n C h i l e d e n i e s t h a t t h e w o r k e r s 

i n t h e l a r g e - s c a l e c o p p e r m i n i n g i n d u s t r y h a v e t r a d i t i o n a l l y b e e n a p r i v i l e g e d 

s e c t o r , w i t h e x e m p t i o n s a n d a d v a n t a g e s w h i c h p l a c e d them m a t e r i a l l y f a r a b o v e t h e 

s t a n d a r d s o f l i v i n g o f t h e r e s t o f C h i l e a n w o r k e r s . Such a s i t u a t i o n , m o r e o v e r , i s 

n o t h i n g new i n r e l a t i o n t o t h e t y p i c a l e f f e c t s o f t h e p r e s e n c e o f t r a n s n a t i o n a l 

c o r p o r a t i o n s o n t h e economies , o f u n d e r d e v e l o p e d c o u n t r i e s . The a n a l y s i s o f 

e x p e r i e n c e s i n v a r i o u s r e l a t i v e l y l e s s d e v e l o p e d c o u n t r i e s i n d i c a t e s t h a t , a s a 

r e s u l t o f t h e f a c t t h a t t h e c o s t o f l a b o u r i n t h e s e c o u n t r i e s i s s i g n i f i c a n t l y 

l o w e r t h a n i n t h e i n d u s t r i a l i z e d c e n t r e s , t h e t r a n s n a t i o n a l c o r p o r a t i o n s a r e i n a 

p o s i t i o n t o p a y h i g h e r w a g e s t h a n t h e c u r r e n t a v e r a g e i n t h e h o s t c o u n t r i e s , w i t h o u t 

t h e r e b y d a m a g i n g t h e i r i n t e r n a t i o n a l c o m p e t i t i v e n e s s . By t h i s means t h e y c r e a t e , 

f r e q u e n t l y i n t e n t i o n a l l y , a n " e l i t e 1 1 o f w o r k e r s p o t e n t i a l l y a l l i e d w i t h t h e 

i n t e r e s t s o f t h e t r a n s n a t i o n a l company , a g a i n s t t h e " n a t i o n a l i s t " p r e s s u r e s w h i c h 

s o m e t i m e s emanate f r o m t h e S t a t e a n d f r o m t h e h o s t communi ty . P a r a d o x i c a l l y , t h e 

o r g a n i z a t i o n s o f w o r k e r s w o r k i n g u n d e r t h e s e c o n d i t i o n s b ecame a d d i t i o n a l l y 

s t r e n g t h e n e d b y t h e s u p p o r t t h e y g e n e r a l l y r e c e i v e d , i n t h e i r s t r u g g l e s t o a s s e r t 

t h e i r c l a i m s , f r o m t h o s e same " n a t i o n a l i s t i c " g r o u p s w h i c h s aw f o r e i g n c a p i t a l a s 

t h e i r main enemy . 

I t was p r e c i s e l y t h r o u g h t h e s e mechanisms t h a t t h e t r a d e u n i o n s o f t h e c o p p e r 

w o r k e r s - i n C h i l e a c q u i r e d a n . e x t r a o r d i n a r y c a p a c i t y a n d b a r g a i n i n g s t r e n g t h . I n 

e f f e c t , t h r o u g h t h e y e a r s these , o r g a n i z a t i o n s h a d d e m o n s t r a t e d i n C h i l e t h a t t h e y 

knew how t o u s e t h e i r p o w e r a n d . t h a t t h e y w e r e , i n f a c t , i n f l u e n t i a l i n t h e p r o g r e s s 

o f t h e economy a n d p o l i c i e s o f t h e n a t i o n . On t h e o t h e r h a n d , i t was o b j e c t i v e l y 

c l e a r t h a t t h e i n t e r e s t s o f t h e w o r k e r s i n t h e s e c t o r w e r e i n a c e r t a i n s e n s e o p p o s e d 

t o t h o s e r e p r e s e n t e d b y t h e C h i l e a n S t a t e , s i n c e t h e l a t t e r was . . i n t e r e s t e d i n 

i n c r e a s i n g t o t h e maximum t h e p r o p o r t i o n - o f e c o n o m i c s u r p l u s w h i c h c o u l d b e 

t r a n s f e r r e d by i t , a s i n t e r m e d i a r y , f r o m t h e e n c l a v e t o t h e n a t i o n a l economy. T h i s 

e x p l a i n s , - a l s o , why p r a c t i c a l l y a l l t h e r e c e n t g o v e r n m e n t s o f C h i l e , i n d e p e n d e n t l y o f 

t h e i r p o l i t i c a l o r i e n t a t i o n , h a v e h a d t o c o n f r o n t s e r i o u s l a b o u r c o n f l i c t s i n t h e 

l a r g e - s c a l e c o p p e r m i n i n g i n d u s t r y a t some t i m e . 

/ T h u s , k n o w i n g 
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T h u s , k n o w i n g t h i s s i t u a t i o n , and f o r e s e e i n g t h e i n t e n s e p o l i t i c a l b a t t l e whic ; 

w o u l d p r e c e d e t h e p r o c e s s o f c h a n g e , a l l t h e s e c t o r s s o u g h t f o r m u l a s t o g a i n t h e 

sympathy o f t h e c o p p e r w o r k e r s . ° I t was t h u s t h a t , a l t h o u g h e v e r y o n e knew a b o u t t h e 

* p r i v i l e g e s g a i n e d b y t h i s s e c t o r d u r i n g t h e U n i t e d S t a t e s a d m i n i s t r a t i o n o f t h e 

c o p p e r d e p o s i t s , i t was c o n s t i t u t i o n a l l y g u a r a n t e e d t h a t ! , i n any c a s e , t h e e c o n o m i c , 

•4 s o c i a l , t r a d e u n i o n o r any o t h e r t y p e o f b e n e f i t s p r e s e n t l y e n j o y e d b y w o r k e r s i n t h e 

l a r g e - s c a l e c o p p e r m i n i n g i n d u s t r y may b e a n n u l l e d , d e c r e a s e d o r s u s p e n d e d " . 1 / 

A g a i n s t t h i s b a c k g r o u n d o f g u a r a n t e e s v a l i d f o r a l l c o p p e r w o r k e r s , t h e f a c t 

s h o u l d b e a d d e d t h a t among t h e c o p p e r w o r k e r s t h e m s e l v e s t h e r e w e r e t h r e e v e r y 

d i f f e r e n t i a t e d s t a t e s : t h e " w o r k e r s " , t h e " e m p l o y e e s " a n d t h e ^ s u p e r v i s o r s " . The 

f a c t o r d i s t i n g u i s h i n g them was b a s i c a l l y t h e d e g r e e o f manua l l a b o u r a n d s k i l l o f 

t h e work c a r r i e d o u t a n d , i n a c c o r d a n c e w i t h t h i s , t h e s c a l e o f w a g e s and s a l a r i e s . 

The " s u p e r v i s o r s " , i n p a r t i c u l a r , r e c e i v e d t h e i r s a l a r y i n U n i t e d S t a t e s d o l l a r s 

u n t i l n a t i o n a l i z a t i o n , w h i c h i n an economy s u c h a s t h e C h i l e a n o n e , w h i c h 

t r a d i t i o n a l l y h a d o v e r v a l u e d i t s money , was a c o n s i d e r a b l e p r i v i l e g e . The t h r e e 

s t a t e s , i n any c a s e , h a d i n common t h a t d u r i n g t h e y e a r s i n w h i c h t h e e n t e r p r i s e s 

w e r e t h e p r o p e r t y o f o r w e r e c o n t r o l l e d b y A n a c o n d a a n d K e n n e c o t t , t h e y d e v e l o p e d a 

s h a r p "demand c o n s c i o u s n e s s " , a l o n g w i t h w h i c h e a c h one c o n s t r u c t e d i t s own p o w e r f u l 

t r a d e u n i o n . ~ 

Once n a t i o n a l i z a t i o n h a d o c c u r r e d , t h e c o n f l i c t o f e c o n o m i c i n t e r e s t s b e t w e e n 

c o p p e r w o r k e r s a n d t h e e n t e r p r i s e s c e a s e d t o b e a c o n f l i c t w i t h f o r e i g n c a p i t a l ( t h e 

w a g e s a n d s a l a r i e s w e r e , a f t e r a l l , a way o f r e t u r n i n g p a r t o f t h e v a l u e o f 

p r o d u c t i o n o f c o p p e r t o t h e C h i l e a n economy ) and became a c o n f r o n t a t i o n w i t h t h e 

C h i l e a n S t a t e . I n t h i s new f r a m e w o r k , a n d s i n c e one o f t h e f i r s t m e a s u r e s o f t h e 

Government a f t e r n a t i o n a l i z a t i o n was. t o e l i m i n a t e d o l l a r p a y m e n t s , i t i s n o t v e r y ' 

s t r a n g e t h a t t h e " s u p e r v i s o r s , who f o r m a l l y w e r e on c l o s e t e r m s w i t h t h e U n i t e d S t a t e s 

c o m p a n i e s , c h o s e h e a d - o n c o n f r o n t a t i o n w i t h t h e new a d m i n i s t r a t i o n . A t a g i v e n 

moment, t h e y e v e n managed t o p a r a l y z e t h e C h u q u i c a m a t a c o p p e r m i n e ' b y s u p p o r t i n g 

t h e demand t h a t t h e y b e p e r m i t t e d t o e x e r c i s e a v e t o o v e r t h e d e s i g n a t i o n b y t h e 

Government o f t h e new e x e c u t i v e s o f t h e n a t i o n a l i z e d e n t e r p r i s e s . I n t h i s way t h e y 

r e c e i v e d t h e t o t a l s u p p o r t o f t h e p o l i t i c a l s e c t o r s w h i c h o p p o s e d t h e p r o c e s s o f 

1/ Ibid., p. 433. 

/ c h a n g e i n 
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c h a n g e i n g e n e r a l , s i n c e t h e l a t t e r knew t h a t p r e v e n t i n g t h e p r o p e r f u n c t i o n i n g o f 

t h e n a t i o n a l i z e d l a r g e - s c a l e m i n i n g i n d u s t r y w a s v i t a l i n o r d e r t o b l o c k t h e way 

f o r t h i s p r o c e s s . 1 / * 

A s f o r .the c o p p e r m i n e r s , t h e y d e m o n s t r a t e d t h a t t h e i r p r e v i o u s p o l i t i c a l 

a f f i n i t i e s w e r e n o t a c c o m p a n i e d b y t h e c o r r e s p o n d i n g " p o l i t i c a l c o n s c i e n c e " . T h u s , 

w h i l e a l l o v e r C h i l e , n a t i o n a l i z a t i o n o f c o p p e r w a s c e l e b r a t e d a s a h i s t o r i c e v e n t , 

i n t h e . l a r g e c o p p e r mines t h e w o r k e r s s c a r c e l y c h a n g e d t h e i r d a i l y r o u t i n e s . A 

s u r v e y t a k e n - i n t h o s e y e a r s i n d i c a t e d t h a t " n a t i o n a l i z a t i o n was c o n s i d e r e d b y t h e 

w o r k e r s a s a means t o s u b s t a n t i a l l y • i n c r e a s e t h e i r s t a n d a r d o f l i v i n g a n d n o t a s a 

b a s i c s t i m u l u s f o r n a t i o n a l d e v e l o p m e n t " . 2 / 

F i n a l l y , i t i s s t i l l p a r a d o x i c a l t h a t t h e l a b o u r p r o b l e m s i n l a r g e - s c a l e m i n i n g 

( a n d t h e i r i m p a c t o n t h e d e c r e a s e i n p r o d u c t i v i t y ) w e r e a c o n s t a n t u n d e r t h e same 

Gove rnment wh i ch c a r r i e d o u t n a t i o n a l i z a t i o n w i t h t h e o v e r w h e l m i n g s u p p o r t o f 

n a t i o n a l p u b l i c o p i n i o n . F rom t h e a b o v e we c o u l d p e r h a p s e x t r a c t some i m p o r t a n t 

l e s s o n s . The most o b v i o u s o f t h e s e i s t h a t t h e new a c t o f n a t i o n a l i z a t i o n c o u l d 

n o t a b r u p t l y m o d i f y t h e n a t u r e o f t h e p r o b l e m s h i s t o r i c a l l y a s s o c i a t e d w i t h t h e 

o p e r a t i o n o f t h e e c o n o m i c a c t i v i t y a f f e c t e d b y t h i s m e a s u r e . The " n a t i o n a l 

c o n s c i e n c e " , a n d t h e c o n s c i e n c e o f t h e c o p p e r w o r k e r s b e f o r e n a t i o n a l i z a t i o n , w i l l 

u n d o u b t e d l y b e a f a c t o r , w i t h o u t m a j o r i m m e d i a t e a l t e r a t i o n s , a f t e r n a t i o n a l i z a t i o n . 3 . 

Now p r o d u c t i v i t y a n d d i s c i p l i n e i n wo rk d o n o t d e p e n d o n l y on t h e c o n s c i e n c e 

o f t h e w o r k e r s . A f a c t o r w h i c h u n d o u b t e d l y p l a y e d a n i m p o r t a n t r o l e i n t h i s , d e s p i t e 

t h a t t h e h i g h e s t a u t h o r i t i e s o f t h e Gove rnment o f t h a t t i m e p u t s p e c i a l e m p h a s i s on 

a t t e m p t i n g t o a v o i d . i t , w a s t h e f a c t t h a t t h e c o n t i n g e n t p o l i t i c a l s t r u g g l e was 

f o r c i b l y t r a n s f e r r e d i n s i d e t h e m i n i n g d e p o s i t s . T h i s p r o v o k e d a s e r i o u s 

d e t e r i o r a t i o n i n t h e human e n v i r o n m e n t o f t h e c o p p e r a c t i v i t y , g i v i n g r i s e t o • 

e x c e s s e s s u c h as p o l i t i c a l s e c t a r i a n i s m , " p r o r a t i n g " o f t e c h n i c a l a n d a d m i n i s t r a t i v e 

c h a r g e s a n d a c o n s e q u e n t d r o p i n t h e q u a l i t y o f c e r t a i n l e a d e r s h i p g r o u p s i n 

m i n e r a l s , i n c l u d i n g p h y s i c a l v i o l e n c e b e t w e e n o p p o s i n g f r a c t i o n s . 

—^ E l M e r c u r i o , p . 1 , S a n t i a g o , 13 A u g u s t 1971 . 
2/ P e t r a s , J ames , " N a c i o n a l i z a c i ó n , c a r r b i o s o c i o e c o n ó m i c o y p a r t i c i p a c i ó n 

p o p u l a r b a j o e l G o b i e r n o de l a U n i d a d P o p u l a r e n C h i l e " , E s t u d i o s A n d i n o s , N o . 9 , 
1 9 7 3 . 

J3/ W i l h e l m , R i c a r d o , " R e a l i d a d de C h u q u i c a m a t a " , E l M e r c u r i o , p . ' 2 , 
19 O c t o b e r 1971 . 

/ I t i s 
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I t i s t h o u g h t , m o r e o v e r , t h a t a n o t h e r r e a s o n f o r . w h a t h a p p e n e d was t h e l o w 

d e g r e e o f p a r t i c i p a t i o n b y t h e w o r k e r s i n t h e management, o f t h e c o r p o r a t i o n s , a 

f a c t o r w h i c h , i f i t h a d b e e n c h a n g e d , w o u l d h a v e b e e n c o n s i s t e n t w i t h t h e p o s t u l a t e s 

* o f t h e Government o f t h a t . t ime . B u t i t i s a l s o t r u e t h a t t h e p r o b l e m d i d n o t e n d 

h e r e , a s shown b y t h e e x p e r i e n c e u n d e r t h e f o l l o w i n g G o v e r n m e n t , i n t h e p r e s e n t 

p e r i o d , i n w h i c h t h e p a r t i c i p a t i o n o f w o r k e r s i s p r a c t i c a l l y n u l l a n d t h e u n i t c o s t s 

o f o p e r a t i o n s o f t h e e n t e r p r i s e s h a v e b e e n r e d u c e d . A c c o r d i n g t o a n o f f i c i a l 

p u b l i c a t i o n 1/ t h e i n c r e a s e i n p r o d u c t i v i t y h a s p a r t l y b e e n due. t o t h e s u b s t a n t i a l 

i n c r e a s e i n t o t a l p r o d u c t i o n - w h i c h h a s made t h e f i x e d c o s t s r e l a t i v e l y l e s s 

b u r d e n s o m e - a n d h a s a l s o i n f l u e n c e d t h e c l o s i n g o f t h e E x 6 t i c a m i n e , whose p r o d u c t i o n 

was v e r y d i f f i c u l t t o p r o c e s s . B u t i t i s a l s o due t o a l a r g e e x t e n t t o t h e 

r e s t r i c t i v e wage p o l i c y a n d l a b o u r ; r e l a t i o n s w h i c h t h e Government h a s f o r c i b l y 

i m p l e m e n t e d . 

( b ) . N a t i o n a l i z a t i o n and U n i t e d S t a t e s i n t e r e s t s 

The l a r g e - s c a l e c o p p e r m i n i n g i n d u s t r y i n C h i l e h a s a l w a y s b e e n a n e x c e l l e n t 

b u s i n e s s . A t t h e same t i m e , a s a n e conomic a c t i v i t y , i t h a s a s t r a t e g i c i m p o r t a n c e 

w i t h r e s p e c t t o t h e C h i l e a n economy a n d t h e W e s t e r n economy i n g e n e r a l , p a r t i c u l a r l y 

t h a t o f t h e U n i t e d S t a t e s . 2 / 

I t may b e s a i d t h a t the se - f e w p h r a s e s c o n t a i n t h e k e y t o e x p l a i n i n g t h e 

b e h a v i o u r o f a l l t h e . p a r t i e s i n v o l v e d i n the p r o c e s s o f n a t i o n a l i z a t i o n , b o t h 

b e f o r e a n d a f t e r the. n a t i o n a l i z i n g a c t . I n o t h e r w o r d s , g i v e n t h a t t h e l a r g e - s c a l e 

e c o n o m i c and p o l i t i c a l p r o j e c t i o n f o r t h e e x p l o i t a t i o n and m a r k e t i n g o f C h i l e a n 

c o p p e r i s t h e c o n s t a n t i n t h i s p r o b l e m f o r e a c h one o f t h e p a r t i e s , t h e m o d i f i c a t i o n 

o f t h e b e h a v i o u r o f one o f t h e s e p a r t i e s ( i . e . , t h e n a t i o n a l i z i n g a c t o f t h e C h i l e a n 

Gove rnment ) r e q u i r e d t h e o t h e r t o r e a c t i n a c c o r d a n c e w i t h t h e i m p o r t a n c e , o f w h a t e v e r 

was a t s t a k e . I t i s n o t , t h e n , n a t i o n a l i z a t i o n i n t h e a b s t r a c t w h i c h p r o v o k e d a 

* w h o l e s e t o f r e a c t i o n s , b u t t h e . c o n c r e t e a n d s p e c i f i c f a c t of,, n a t i o n a l i z a t i o n o f a 

b a s i c s t r a t e g i c r e s o u r c e , 

«r. T h i s r e f l e c t i o n i s i m p o r t a n t b e c a u s e i t a l l o w s us t o u n d e r s t a n d t w o d i f f e r e n t 

phenomena w h i c h o c c u p i e d a n i m p o r t a n t p l a c e i n t h e months f o l l o w i n g n a t i o n a l i z a t i o n : 

f i r s t l y , t h e c l o s e a s s o c i a t i o n w h i c h became m a n i f e s t b e t w e e n t h o s e who e m b o d i e d t h e 

1/ CRU, C o p p e r S t u d i e s a 7 J u l y 1978 . 
2/ B r o w n , L e s t e r , " T h e G l o b a l P o l i t i c s o f R e s o u r c e S c a r c i t y " , O v e r s e a s 

Deve l opment C o r n i c i l , Deve l opment P a p e r , No . 1 7 , 1974 . , , 

/ e c o n o m i c . a n d 
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e c o n o m i c a n d p o l i t i c a l i n t e r e s t s o f t h e U n i t e d S t a t e s p a r t y a n d the C h i l e a n p a r t y , 

r e s p e c t i v e l y ; s e c o n d l y , t h a t t h e l e g a l b a t t l e b e t w e e n t h e C h i l e a n S t a t e and t h e 

t h i t e d S t a t e s compan ie s h a d a b a c k g r o u n d w h i c h w a s f a r f r o m b e i n g l e g a l i n n a t u r e . 

The p o i n t o f d e p a r t u r e i n t h i s a n a l y s i s i s , o f c o u r s e , t h a t i n J u l y 1971 t h e 

C h i l e a n S t a t e t o o k f u l l p o s s e s s i o n o f t h e l a r g e - s c a l e c o p p e r m i n i n g c o r p o r a t i o n s , 

w h i c h up t o t h a t t i m e h a d b e e n s u b j e c t t o a s y s t e m o f j o i n t o w n e r s h i p w i t h t h e 

U n i t e d S t a t e s c o n p a n i e s . M o r e o v e r , b y p r e s i d e n t i a l o p t i o n , i t was d e c i d e d t o d e d u c t 

f r o m t h e m a s s i v e v a l u e o f t h e c o m p e n s a t i o n s a w a r d e d t o t h e c o n p a n i e s a n e v e n g r e a t e r 

amount c o r r e s p o n d i n g t o t h e " e x c e s s i v e p r o f i t s " o b t a i n e d b y t h e companies i n t h e i r 

l a s t 15 y e a r s o f o p e r a t i o n . I t f o l l o w e d f r o m t h i s l a s t m e a s u r e • t h a t t h e C h i l e a n 

S t a t e w a s no l o n g e r o b l i g e d t o make any payment t o t h e U n i t e d S t a t e s c o m p a n i e s , 

e x c e p t i n t h e c a s e o f t h e C e r r o P a s c o C o r p o r a t i o n b e c a u s e o f i t s p a r t i c i p a t i o n i n 

t h e A n d i n a M i n i n g Company. 

I n o r d e r t o t a k e t h e s e d e c i s i o n s , t h e C h i l e a n S t a t e s o u g h t f r o m t h e b e g i n n i n g 

t o a d a p t t o t h e " g e n e r a l l y a c c e p t e d norms o f i n t e r n a t i o n a l l a w " ( w h i c h , o f c o u r s e , 

a r e n o t a homogeneous b o d y n o r a r e t h e y c l e a r l y d e f i n e d ) . The norm most a p p e a l e d . 

t o was t h e a b o v e - m e n t i o n e d U n i t e d N a t i o n s G e n e r a l A s s e m b l y r e s o l u t i o n 1803 w h i c h 

e s t a b l i s h e s t h e r i g h t o f p e o p l e s a n d n a t i o n s t o p e r m a n e n t s o v e r e i g n t y o v e r t h e i r 

w e a l t h a n d n a t u r a l r é s o u r c e s . ' I n one p a r t , t h i s r e s o l u t i o n p o i n t s o u t t h a t 

" n a t i o n a l i z a t i o n , e x p r o p r i a t i o n o r r e q u i s i t i o n i n g s h a l l b e b a s e d on g r o u n d s o r 

r e a s o n s o f p u b l i c u t i l i t y , s e c u r i t y o r t h e n a t i o n a l i n t e r e s t w h i c h a r e r e c o g n i z e d 

a s o v e r r i d i n g p u r e l y i n d i v i d u a l o r p r i v a t e i n t e r e s t s , b o t h d o m e s t i c a n d f o r e i g n . 

I n s u c h c a s e s t h e o w n e r s h a l l b e p a i d a p p r o p r i a t e c o m p e n s a t i o n , i n a c c o r d a n c e w i t h 

t h e r u l e s i n f o r c e i n t h e S t a t e t a k i n g such m e a s u r e s i n t h e e x e r c i s e o f i t s 

s o v e r e i g n t y a n d i n a c c o r d a n c e w i t h i n t e r n a t i o n a l l a w . I n a n y c a s e w h e r e t h e q u e s t i o n 

o f c o m p e n s a t i o n g i v e s r i s e t o a c o n t r o v e r s y , t h e n a t i o n a l j u r i s d i c t i o n o f t h e S t a t e 

t a k i n g s u c h m e a s u r e s s h a l l b e e x h a u s t e d " . 1 / T h i s was t h e j u r i d i c a l - l e g a l a r e a o f 

c o n f r o n t a t i o n p r o v o k e d b y n a t i o n a l i z a t i o n w h i c h d e v e l o p e d -in* C h i l e a n d a b r o a d . 

I t i s i m p o s s i b l e t o s p e n d t i m e i n t h i s s t u d y c a r e f u l l y r e v i e w i n g t h e a l l e g a t i o n 

made b y e a c h p a r t y a g a i n s t t h e d i f f e r e n t t r i b u n a l s u n d e r whose j u r i s d i c t i o n t h i s 

p r o b l e m w a s . a i r e d . 2 / B u t t h e d i s c u s s i o n can b e s u b s t a n t i a l l y r e d u c e d - f o l l o w i n g 

1/ S e e N o v o a , E d u a r d o , o p . c i t . 
2/ S e e O r r e g o , F r a n c i s c o , "Some I n t e r n a t i o n a l Law P r o b l e m s P o s e d b y t h e 

N a t i o n a l i z a t i o n o f t h e C o p p e r I n d u s t r y b y C h i l e " , i n O r r e g o , F . 3 e d . , C h i l e : Thé 
B a l a n c e d V i e w , S a n t i a g o , U n i v e r s i d a d de C h i l e , 1 9 7 5 . 

/ t h e o r d e r 
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t h e o r d e r i n w h i c h t h e p o s t u l a t e s o f t h e c i t e d U n i t e d N a t i o n s r e s o l u t i o n w e r e 

w r i t t e n - t o t h e f o l l o w i n g p o i n t s . ~ 

The C h i l e a n S t a t e m a i n t a i n e d t h a t : 

( a ) The n a t i o n a l i z a t i o n o f l a r g e - s c a l e c o p p e r m i n i n g w a s clearly b a s e d on 

m o t i v e s o f n a t i o n a l i n t e r e s t . 

( b ) The p r i o r i t y o f t h e n a t i o n a l i n t e r e s t o v e r p r i v a t e i n t e r e s t meant t h a t t h e 

S t a t e was n o t n e c e s s a r i l y o b l i g e d t o p a y a p rompt c o m p e n s a t i o n w h i c h was e x a c t l y 

e q u i v a l e n t t o t h e v a l u e o f t h e n a t i o n a l i z e d a s s e t s , b u t t h a t i t m i g h t a c t w i t h 

g r e a t e r f l e x i b i l i t y i n t h i s a r e a . T h i s i s t h e d i f f e r e n c e b e t w e e n " n a t i o n a l i z a t i o n " 

and " e x p r o p r i a t i o n ^ . 

( c ) The C h i l e a n S t a t e r e c o g n i z e d t h e r i g h t o f t h e f o r m e r owne r t o r e c e i v e a 

c o m p e n s a t i o n and t h u s w a s p r e p a r e d to p a y t h e amount o f t h e v a l u e o f t h e nationalized 

a s s e t s a s d e t e r m i n e d on t h e b a s i s o f t h e i r book v a l u e . 

( d ) B u t b y t h e unanimous a p p r o v a l b y t h e N a t i o n a l C o n g r e s s o f t h e C o n s t i t u t i o n s . " 

R e f o r m w h i c h d e c r e e d t h e n a t i o n a l i z a t i o n o f c o p p e r , i t b ecame a M r u l e i n f o r c e " i n 

t h e S t a t e w h i c h a d o p t e d t h e measu r e - C h i l e - t h a t t h e P r e s i d e n t was empowered t o 

d e d u c t f r o m t h e amount o f t h e c o n d e n s a t i o n s a q u a n t i t y e q u i v a l e n t t o t h e i ! e x c e s s i v e 

p r o f i t s " o b t a i n e d b y t h e f o r m e r o w n e r i n t h e o p e r a t i o n o f t h e c o p p e r c o r p o r a t i o n s . 

Ce ) The j u s t i c e o f t h i s r u i e l a y i n t h e f a c t t h a t on t h e v a r i o u s o c c a s i o n s i n 

w h i c h , b e t w e e n 1955 and 1970 , i t c o n t r a c t e d w i t h t h e U n i t e d S t a t e s compan ie s t h e 

t e rms i n w h i c h t h e y c o u l d e x p l o i t C h i l e a n c o p p e r d e p o s i t s , t h e C h i l e a n S t a t e c o u l d 

n o t f o r e s e e t h a t t h e r e s u l t i n g b e n e f i t s f o r t h e o t h e r p a r t y - a s a r e s u l t o f t h e 

r i s i n g p r i c e o f c o p p e r - w o u l d b e d i s p r o p o r t i o n a t e a n d f a r a b o v e t h a t c o n t e m p l a t e d . 

I n c o n f o r m t y w i t h l a w , a s i g n e d c o n t r a c t i n a c o n t e x t o f t h i s t y p e h a d no l e g a l 

v a l u e a n d c o u l d l e g i t i m a t e l y b e m o d i f i e d . 

( f ) The c o n s t i t u t i o n a l h i e r a r c h y o f t h e n a t i o n a l i z i n g a c t c l e a r l y i n d i c a t e d 

t h a t i t was t h e s o v e r e i g n w i l l o f t h e p e o p l e a n d t h e Gove rnment o f C h i l e w h i c h 

e x p l a i n e d t h e d e c i s i o n t o n a t i o n a l i s e . A l l t h e S t a t e s and f o r e i n g i n t e r e s t g r o u p s 

h a d t h e o b l i g a t i o n t o r e s p e c t t h e s o v e r e i n g t y o f a n o t h e r S t a t e i n ' i t s i n t e r n a l 

a f f a i r s . 

( g ) The p r o c e d u r e f o l l o w e d i n t h e n a t i o n a l i z a t i o n o f t h e l a r g e - s c a l e c o p p e r 

m i n i n g i n d u s t r y was s c r u p u l o u s l y a d a p t e d t o t h e g e n e r a l l y a c c e p t e d norms o f 

i n t e r n a t i o n a l l a w a n d , s p e c i f i c a l l y , t o t h e p r o v i s i o n s o f U n i t e d N a t i o n s G e n e r a l 

A s s e m b l y r e s o l u t i o n 1803 o f 14 December 1962 . 

/(h) The 
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( h ) The n a t i o n a l j u r i s d i c t i o n o f t h e C h i l e a n S t a t e c o n t a i n e d a l l t h e norms 

n e c e s s a r y t o r e s o l v e t h e l i t i g a t i o n r e s u l t i n g f r o m t h e q u e s t i o n o f c o m p e n s a t i o n , 

s i n c e n o o t h e r S t a t e n o r t r i b u n a l o u t s i d e t h e C h i l e a n j u r i s d i c t i o n h a d any r e a s o n 

t o i n t e r v e n e i n any a s p e c t o f c o p p e r n a t i o n a l i z a t i o n . 

The U h i t e d S t a t e s c o m p a n i e s , f o r t h e i r p a r t , i n s u i t s f i l e d i n I t a l y , F r a n c e , 

Ge rmany , H o l l a n d a n d S w e d e n , a l l e g e d t h e f o l l o w i n g : 1 / 

( a ) The p r i o r i t y o f t h e n a t i o n a l i n t e r e s t o v e r p r i v a t e i n t e r e s t o n l y means 

t h a t i t i s l e g i t i m a t e f o r t h e S t a t e t o d e c i d e , a s a f u n c t i o n o f t h e f o r m e r , t o 

n a t i o n a l i z e a d e t e r m i n e d a c t i v i t y o r a s s e t . B u t i n n o c a s e was t h i s a r e a s o n t o 

w e a k e n t h e r i g h t o f t h e f o r m e r owne r t o r e c e i v e a p rompt and e q u i t a b l e c o m p e n s a t i o n . 

f o r t h e v a l u e o f t h e n a t i o n a l i z e d a s s e t s . 

( b ) The way i n w h i c h t h e C h i l e a n S t a t e c a l c u l a t e d t h e v a l u e o f t h e n a t i o n a l i z e d 

a s s e t s u n d e r e s t i m a t e d t h e i r r e a l v a l u e a a n d t h u s damaged t h e r i g h t o f t h e compan ie s 

t o r e c e i v e a j u s t a n d e q u i v a l e n t c o m p e n s a t i o n . 

( c ) Most o f t h e p r o v i s i o n s f o u n d i n t h e C o n s t i t u t i o n a l R e f o r m w h i c h 

n a t i o n a l i z e d t h e l a r g e - s c a l e c o p p e r m i n i n g compan i e s h a d a r e t r o a c t i v e . c h a r a c t e r , 

w h i c h Was c o n t r a r y t o l a w a n d j u s t i c e . T h i s was p a r t i c u l a r l y c l e a r i n r e l a t i o n 

t o t h e i d e a o f ' ' e x c e s s i v e p r o f i t s " . 

( d ) The g e n e r a l l y a c c e p t e d norms o f i n t e r n a t i o n a l . l a w w e r e n o t l i m i t e d o n l y 

t o G e n e r a l A s s e m b l y r e s o l u t i o n 1 8 0 3 , a s t h e r e s o l u t i o n i t s e l f i m p l i c i t l y s t a t e d . 

I n t e r n a t i o n a l j u r i s p r u d e n c e , f o r i t s p a r t , w a s i n c o m p a t i b l e w i t h t h e t e rms o f t h e 

n a t i o n a l i z a t i o n o f . . l a r g e - s c a l e c o p p e r m i n i n g on t h e p a r t o f t h e C h i l e a n S t a t e . 

( e ) S i n c e a l l t h e p o s s i b l e p a t h s h a d b e e n e x h a u s t e d i n t h e C h i l e a n l e g a l 

s y s t e m i n o r d e r t o r e s o l v e i n a c c o r d a n c e w i t h i n t e r n a t i o n a l l a w , t h e l i t i g a t i o n 

o r i g i n a t i n g i n t h e q u e s t i o n o f c o m p e n s a t i o n , t h e c o m p a n i e s o b t a i n e d t h e r i g h t t o 

r e c o u r s e t o t h e p r o t e c t i o n o f o t h e r S t a t e s and t o s u b m i t t h e l i t i g a t i o n t o t h e 

j u r i s d i c t i o n o f t r i b u n a l s o t h e r t h a n C h i l e a n o n e s . 

I n p r a c t i c e , h o w e v e r , t h e l e g a l b a t t l e b e t w e e n t h e C h i l e a n S t a t e and t h e 

U n i t e d S t a t e s compan i e s h a d l i t t l e d i r e c t e f f e c t on t h e p r o g r e s s o f t h e n a t i o n a l i z e d 

c o m p a n i e s . A l t h o u g h a t t h e b e g i n n i n g K e n n e c o t t a c h i e v e d some s u c c e s s b y s e i z i n g 

t h è s a l e s o f C h i l e a n c o p p e r i n E u r o p e coming f r o m t h e E l T e n i e n t e mine ( t h e r e w e r e 

o n l y a f e w b o a t s whose, s h i p m e n t s w e r e e m b a r g o e d , b u t t h e e v e n t p r o v o k e d t e m p o r a r y 

1/ K e n n e c o t t C o p p e r C o r p o r a t i o n , C o n f i s c a t i o n o f E l T e n i e n t e , S u p p l e m e n t 
( 1 9 7 1 ) , S u p p l e m e n t N o . 2 ( 1 9 7 2 ) , S u p p l e m e n t N o . 3 ( 1 9 7 2 ) , Supp l ement N o . 4 ( 1 9 7 3 ) . 

/ u n c e r t a i n t y i n 
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u n c e r t a i n t y i n t h e b u y e r s a n d i n C h i l e i t s e l f ) a n d f o r a s h o r t t i m e t h e d e p o s i t s o f 

CODELCO a n d a n o t h e r l a r g e C h i l e a n Gove rnment e n t e r p r i s e i n t h e S t a t e o f Mew Y o r k 

w e r e f r o z e n , i t i s t r u e t h a t t h e m a r k e t i n g o f C h i l e a n c o p p e r was c a r r i e d o u t w i t h o u t 

m a j o r d i f f i c u l t i e s w i t h t h e t r a d i t i o n a l CODELCO c u s t o m e r s . B u t t h i s l e g a l b a t t l e 

was n e c e s s a r y i n o r d e r t o j u s t i f y t h e o t h e r s i d e o f t h e same c o i n : t h e i n t e r v e n t i o n 

o f t h e U n i t e d S t a t e s Government i n t h e l i t i g a t i o n . 

We must i m m e d i a t e l y l e a v e a s i d e t h e s i m p l i s t i c t e m p t a t i o n t o i d e n t i f y 

a u t o m a t i c a l l y t h e p r i v a t e i n t e r e s t o f any U n i t e d S t a t e s t r a n s n a t i o n a l c o r p o r a t i o n 

w i t h the i n t e r e s t s o f t h e U n i t e d S t a t e s Government i t s e l f . 1 / The d i s t i n c t i o n b e t w e e n 

t h e two d e r i v e s f r o m one o f t h e p r i n c i p a l p o s t u l a t e s o f t h e t h e o r y o f t h e S t a t e , 

w h i c h i s t h a t t h e l a t t e r ' s p r i m a r y f u n c t i o n i s a p o l i t i c a l o n e , whose s p e c i f i c 

p u r p o s e i s t o g u a r a n t e e the l o n g - r a n g e s t a b i l i t y o f c o n d i t i o n s o u t s i d e t h e e c o n o m i c 

p r o c e s s . N a t u r a l l y , t h i s f u n c t i o n i s n o t c o n t r a d i c t o r y t o t h e p r i v a t e i n t e r e s t s o f 

t h e p r i v a t e a g e n t s who c o n t r o l t h e e c o n o m i c p o w e r - t h e t r a n s n a t i o n a l c o r p o r a t i o n s i n 

t h i s c a s e - a n d h e n c e t h e s e c u r i t y a n d s t a b i l i t y o f t h e e c o n o m i c p r o c e s s a r e 

i n s e p a r a b l e . f r om t h e p r i v a t e i n t e r e s t s w h i c h d o m i n a t e t h i s p r o c e s s . H o w e v e r , a s we 

saw a t t h e b e g i n n i n g o f t h i s c h a p t e r , t h e c a a e i s n o t u n t h i n k a b l e t h a t t h e e c o n o m i c 

i n t e r e s t o f s o n e p r i v a t e i n d i v i d u a l , i n p a r t i c u l a r , m i g h t b e i n c o n t r a d i c t i o n w i t h 

t h e l o n g - r a n g e p o l i t i c a l i n t e r e s t w h i c h t h e S t a t e i s p r o t e c t i n g . The c a s e o f 

i m p r o p e r payment s made' b y U n i t e d S t a t e s - f i r m s a b r o a d and t h e l e g a l s e n t e n c e t h e y : 

h a v e r e c e i v e d i n t h e i r own c o u n t r y i s a g o o d e x a m p l e o f w h a t we a r e s a y i n g . We 

do n o t c l a i m , t h e r e f o r e ^ , t o make t h e e r r o n e o u s a n a l y t i c a l s i m p l i f i c a t i o n r e f e r r e d t o . 

However , , l o o k i n g a t t h e e v e n t s w h i c h f o l l o w e d n a t i o n a l i z a t i o n , we d i s c o v e r 

t h a t , i n e f f e c t , t h e U n i t e d S t a t e s Government u n c o n d i t i o n a l l y came t o t h e d e f e n c e 

o f t h e a f f e c t e d c o m p a n i e s . I n O c t o b e r 1 9 7 1 , t h e U n i t e d S t a t e s S e c r e t a r y o f S t a t e , 

W i l l i a m - R o g e r s , d e c l a r e d t h e f o l l o w i n g : " T h e Gove rnment o f t h e U n i t e d S t a t e s i s 

d e e p l y d i s a p p o i n t e d a n d d i s t u r b e d b y t h i s s e r i o u s b r e a k w i t h t h e a c c e p t e d p a t t e r n s 

o f i n t e r n a t i o n a l l a w . Unde r t h e e s t a b l i s h e d p r i n c i p l e s o f i n t e r n a t i o n a l l a w , 

e x p r o p r i a t i o n s h o u l d b e a c c o m p a n i e d b y a r e a s o n a b l e p r o v i s i o n f o r t h e payment o f 

j u s t c o m p e n s a t i o n . The U n i t e d S t a t e s h a d n o t i f i e d t h e Gove rnment o f C h i l e o f i t s 

•hope t h a t a s o l u t i o n c o u l d b e f o u n d on a r e a s o n a b l e and p r a g m a t i c b a s i s c o n s i s t e n t 

w i t h i n t e r n a t i o n a l l a w . . . " " . . . t h e u n p r e c e d e n t e d r e t r o a c t i v e a p p l i c a t i o n o f t h e 

1/ P e t r a s , J ames , " E s t a d o s U n i d o s y e l Nuevo E q u i l i b r i o en A m e r i c a L a t i n a " , 
E s t u d i o s I n t e m a c i o n a l e s , M o 2 , N o . 4 ( 1 9 6 9 ) . 

/ c o n c e p t o f 
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c o n c e p t o f e x c e s s i v e p r o f i t s . . . i s p a r t i c u l a r l y a l a r m i n g . . . " " The U n i t e d S t a t e s 

h o p e s t h a t t h e Gove rnment o f C h i l e , i n a c c o r d a n c e w i t h i t s o b l i g a t i o n s u n d e r 

i n t e r n a t i o n a l l a w , w i l l c a r e f u l l y c o n s i d e r t h i s p r o b l e m " . 1/ 

E v e n b e f o r e , j u s t a f t e r t h e p r o m u l g a t i o n o f . t h e C o n s t i t u t i o n a l R e f o r m , t h e 

S t a t e D e p a r t m e n t h a d - g i v e n i n s t r u c t i o n s t o Ex imbank t o w i t h h o l d t h e c o n c e s s i o n o f 

a l o a n t o C h i l e , r e q u e s t e d f o r t h e p u r p o s è o f b u y i n g j e t p l a n e s f o r t h e n a t i o n a l 

a i r l i n e , " u n t i l t h e Government o f t h a t c o u n t r y c l a r i f i e s i t s e c o n o m i c p o l i c y i n 

r e l a t i o n t o f o r e i g n i n v e s t m e n t s " . 2/ F i n a l l y 9 t h e i n v e s t i g a t i o n s o f t h e U n i t e d 

S t a t e s S e n a t e r e v e a l e d t h a t t h e then P r e s i d e n t R i c h a r d N i x o n a n d h i s a d v i s e r s , 

u n d e r t h e d i r e c t i n f l u e n c e o f some U n i t e d S t a t e s c o m p a n i e s whose o p e r a t i o n s i n C h i l e 

h a d b e e n n a t i o n a l i z e d , d e c i d e d b e h i n d c l o s e d d o o r s t h a t t h e i r p o l i c y t o w a r d s C h i l e 

w o u l d b e t o c r e a t e d i f f i c u l t i e s f o r t h e economy o f t h i s c o u n t r y , f o r t h e p u r p o s e o f 

n e u t r a l i z i n g t h e d a n g e r w h i c h t h e e v e n t s d e v e l o p i n g i n i t e n t a i l e d f o r t h e more 

p e r m a n e n t i n t e r e s t s o f t h e U n i t e d S ta t f e s ; < • . 

What w e r e t h e s e i n t e r e s t s ? N o t p r e c i s e l y t h e e x a c t amount o f c o m p e n s a t i o n 

( w h i c h w a s i n t h e i n t e r e s t o f A n a c o n d a a n d K e n n e c o t t ) , b u t b a s i c a l l y s a f e g u a r d i n g 

t h e p r i n c i p l e o f c o m p e n s a t i o n i n t h e c a s e o f n a t i o n a l i z a t i o n . I n t h i s p r i n c i p l e l i e s 

t h e l o n g - t e r m i n t e r e s t o f t h e i n d u s t r i a l i z e d c o u n t r i e s , b e c a u s e i t i s an i m p o r t a n t 

g u a r a n t e e o f s e c u r i t y a n d s t a b i l i t y o f t h e i n t e r n a t i o n a l e conomic s y s t e m , w i t h i n 

w h i c h t h e t r a n s n a t i o n a l - a r e a p r e d o m i n a n t e l e m e n t . The Government o f t h e U n i t e d 

S t a t e s c o u l d n o t a l l o w t h e e s t a b l i s h m e n t o f a î f d o c t r i n e " o f n a t i o n a l i z a t i o n w i t h o u t 

c o m p e n s a t i o n o f any U n i t e d S t a t e s i n v e s t m e n t i n any A m e r i c a n o r w o r l d c o u n t r y . 

U n d o u b t e d l y t h e U n i t e d S t a t e s G o v e r n m e n t ' s a t t i t u d e was . a l s o i n f l u e n c e d b y 

i t s g e n e r a l p o s i t i o n w i t h r e s p e c t t o t h e Government o f C h i l e d t t h a t , t i m e , 

c o n s i d e r i n g i t a d a n g e r f o r i t s z one o f i n f l u e n c e i n L a t i n A m e r i c a . We m i g h t w o n d e r 

w h a t d i f f e r e n c e a s e r i o u s a t t e m p t t o f i n d a p r a g m a t i c s o l u t i o n t o t h e p r o b l e m o f 

c o m p e n s a t i o n w o u l d h a v e made. B u t s i n c e t h é U n i t e d S t a t e s Government b e l i e v e d i t 

s a w i n t h e c a s e o f C h i l e a s e r i o u s t h r e a t f o r i t s h e m i s p h e r i c s t r a t e g y , p e r h a p s t h i s 

d i f f e r e n c e w o u l d n o t h a v e b e e n v e r y g r e a t . 

The c h a p t e r on n a t i o n a l i z a t i o n c o n c l u d e d w i t h t h e a g r e e m e n t , r e a c h e d b y t h e 

new Gove rnment o f C h i l e i n May 1 9 7 4 , o f c o m p e n s a t i o n f o r A n a c o n d a : 65 m i l l i o n d o l l a r s , 

a s a f i r s t c a s h payment a n d 188 m i l l i o n d o l l a r s i n p r o m i s s o r y n o t e s . I n November o f 

t h i s same y e a r , K e n n e c o t t a n n o u n c e d t h a t t h e C h i l e a n Government h a d a g r e e d t o p a y i t 

a c o m p e n s a t i o n o f 54 m i l l i o n d o l l a r s , p a y a b l e i n 19 s e m i - a n n u a l p a y m e n t s . 

1/ E l M e r c u r i c , p . 1 , 13 A u g u s t 1971 . 
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C h a p t e r 5 '' 

COPPER POL IC IES I N THE "OPENNESS" ECONOMIC MODEL 
•: ' S INCE 1973 -

I n t r o d u c t i o n 

The coming t o p o w e r o f . t h e new Gove rnment o f C h i l e i n 1973 1 / . marked a new 

m i l e s t o n e i n c o p p e r p o l i c i e s , m e a i n i n g . a s t r u c t u r a l r e v e r s i o n f r o m . t h e 

n a t i o n a l i z i n g t r e n d o f t h e s e p o l i c i e s , a l t h o u g h w i t h f l u c t u a t i o n s , s i n c e t h e 1 9 3 0 s . 

T h i s r e v e r s i o n h a s n o t y e t , h o w e v e r , a f f e c t e d t h e n a t i o n a l i z e d c o p p e r s e c t o r . 

I n e f f e c t , w h i l e on t h e one h a n d a p o l i c y o f b r o a d p o s s i b i l i t i e s f o r f o r e i n g 

i n v e s t m e n t was p r o c l a i m e d , on t h e o t h e r g o v e r n m e n t a l c o n t r o l was m a i n t a i n e d o v e r 

t h e f i v e l a r g e s t c o p p e r mines i n t h e c o u n t r y . 

I t i s b e y o n d t h e r e a c h o f t h i s wo rk t o e n t e r i n t o an a n a l y s i s o f t h i s 

c o n t r a d i c t i o n , i t s c a u s e s and i t s p r o s p e c t s o f r e s o l u t i o n . What i s c l e a r , i n any 

c a s e , , i s t h a t i t s e x i s t e n c e r e q u i r e s u s t o l o o k a t t h e p e r i o d s i n c e 1973 f r o m a 

dua l , p e r s p e c t i v e : on t h e one h a n d , w h a t h a s b e e n t h e g o v e r n m e n t a l management o f 

c o p p e r m i n i n g i n C h i l e i n t h i s same p e r i o d a n d , on t h e o t h e r , w h a t a r e t h e p o l i c i e s 

t o w a r d s f o r e i g n i n v e s t m e n t s i n c e 19 7 3 , .the. c h a r a c t e r o f t h e r e l a t i o n s h i p b e t w e e n 

the S t a t e a n d t r a n s n a t i o n a l c o r p o r a t i o n s , t h e v i s i b l e r e s u l t s o f p o l i c i e s and t h e 

f o r e s e e a b l e r e s u l t s o f t h e s ame . 

The f i r s t p e r s p e c t i v e i s u n d o u b t e d l y , i n t e r e s t i n g a n d i t s a n a l y s i s s h o u l d make 

i t p o s s i b l e t o l e a r n u s e f u l l e s s o n s f o r t h e d e s i g n o f p o l i c i e s i n t h e f u t u r e , i n 

C h i l e and i n o t h e r c o u n t r i e s " . ' T h r e e r e a s o n s , h o w e v e r , e x p l a i n why t h i s i s n o t t h e 

c e n t r a l p e r s p e c t i v e ' o f o u r a n a l y s i s : f i r s t l y , t h i s wo rk i s b a s i c a l l y o r i e n t e d t o w a r d s 

t h e s t u d y o f t h e r e l a t i o n s h i p w i t h TNCs a n d t h e p o l i c i e s o f how t h e y a r e t r e a t e d , 

m o r e : t h a n t o t h e a n a l y s i s o f t h e management o f n a t i o n a l i z e d m i n i n g s e c t o r s a n d 

companies '^ s e c o n d l y , t h e r e a r e s e r i o u s g a p s i n t h e i n f o r m a t i o n n e e d e d t o make a d e e p 

a n a l y s i s i n t h i s a r e a ; , t h i r d l y , some o f t h e most i m p o r t a n t " a s p e c t s - o f t h i s p r o b l e m 

i n t h e p e r i o d 1973 o n w a r d s a r e t h e same a s i n the p r e v i o u s p e r i o d 1 9 7 0 - 1 9 7 3 , w h i c h 

was a n a l y s e d c a r e f u l l y i n . c h a p t e r 4 o f t h i s work; . . D e s p i t e t h i s , , i n t h e f o l l o w i n g 

we w i l l a t t e m p t t o p r o v i d e " some e l e m e n t s f o r a d d i t i o n a l j u d g e m e n t on t h e . management 

o f t h e n a t i o n a l i z e d c o p p e r s e c t o r i n t h i s l a s t p e r i o d o f c o p p e r p o l i c i e s i n C h i l e . 

1 / O f G e n e r a l A . P i n o c h e t U g a r t e . 

/ I n t h e 
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I n t h e d e v e l o p m e n t o f t h e a n a l y s i s o f c o p p e r p o l i c i e s a n d f o r e i n g i n v e s t m e n t 

a f t e r 1973 i n t h i s c h a p t e r , w e w i l l use t h e same m e t h o d o l o g i c a l scheme u s e d i n t h e 

p r e v i o u s c h a p t e r s . T h i s means s i t u a t i n g t h e s e p o l i c i e s i n t h e i n t e r n a t i o n a l a n d 

n a t i o n a l e c o n o m i c a n d p o l i t i c a l c o n t e x t s a n d e v a l u a t i n g t h e r e s u l t s o f t h e s e i n 

t e r m s o f t h e i r b e n e f i t s a n d c o s t s f o r t h è c o u n t r y . A l t h o u g h w i t h t h e l i m i t a t i o n s 

i m p l i e d i n e v a l u a t i n g a p e r i o d a n d p o l i c y s t i l l i n p r o g r e s s , we w i l l t r y t o ' show 

t h a t t h e r e l a t i o n s h i p b e t w e e n t h e S t a t e and TNCs i n C h i l e a f t e r 1973 must b e 

u n d e r s t o o d i n t h e c o n t e x t o f c e r t a i n b a s i c c h a n g e s a t t h e n a t i o n a l p o l i t i c a l a n d 

e c o n o m i c l e v e l , w h i c h i n ' t u r n a r e n o t i n d e p e n d e n t o f t h e a l s o p r o f o u n d c h a n g e s 

o p e r a t i n g a t t h e i n t e r n a t i o n a l l e v e l . 

A . WORLD ECONOMIC AND P O L I T I C A L CONTEXT 

U n q u e s t i o n a b l y t h e c a p i t a l i s t s y s t e m a s a w h o l e w e n t t h r o u g h a s e r i o u s , c r i s i s 

i n t h e 1 9 7 0 s . W i t h o u t e n t e r i n g i n t o a d i s c u s s i o n o f w h e t h e r t h e o i l c r i s i s was t h e 

b a s i c c a u s e , a mere c a t a l y s t o r , e v e n more 5 . an e f f e c t o f t h e g l o b a l c r i s i s o f t h e 

s y s t e m , t h e c o n c r e t e f a c t i s t h a t a f t e r 1970 t h e c e n t r a l c o u n t r i e s o f t h e s y s t e m 

w e n t t h r o u g h more d i f f i c u l t e conomic t i m e s t h a n t h e y h a d s i n c e t h e 1 9 3 0 s . . 

The i n t e r p r e t a t i o n o f t h e c r i s i s a n d i t s c a u s e s a r e many and v a r i e d , one o f 

t h e most i m p o r t a n t - b e i n g , on t h e e c o n o m i c p o l i c y l e v e l , t h a t w h i c h l o c a t e s t h e h e a r t 

o f U i e p r o b l e m i n t h e i n t e r v e n t i o n b y g o v e r n m e n t s i n t h e e conomic , p r o c e s s e s i n 

n a t i o n a l a n d i n t e r n a t i o n a l a r e a s ' . Economic n e o - l i b e r a l i s m r e c o v e r e d i t s f o r c e s b y 

d e f e n d i n g a n d g a i n i n g g r o u n d i n r e s p e c t o f t h e e l i m i n a t i o n o f b a r r i e r s t o 

i n t e r n a t i o n a l t r a d e , t h e a p p l i c a t i o n o f f i s c a l a n d m o n e t a r y r e m e d i a l m e a s u r e s , t h e 

r e d u c t i o n i n t h e S t a t e ' s r o l e a s a b e n e f a c t o r , t h e d e c r e a s e i n g o v e r n m e n t a l 

i n t e r v e n t i o n i n t h e p r o d u c t i v e p r o c e s s e s , e t c . I n summary , t h i s was a p l e a t o 

r e i n s t a t e t h e c o n d i t i o n s f o r an u n r e s t r i c t e d and dynamic p r o c e s s o f a c c u m u l a t i o n on 

a w o r l d s c a l e . T h i s e c o n o m i c n e o - l i b e r a l i s m s aw i n t h e n a t i o n - S t a t e , a n d i n 

p a r t i c u l a r i n n a t i o n a l i s t i c a p p r o a c h e s , an o b s t a c l e t o t h e p r o c e s s o f a c c u m u l a t i o n 

w h i c h w a s i n c r e a s i n g l y c o n t r o l l e d b y l a r g e t r a n s n a t i o n a l e c o n o m i c u n i t s . 

I n L a t i n A m e r i c a n c o u n t r i e s , t h e p r o j e c t i o n , o f t h e g l o b a l c r i s i s o f t h e s y s t e m 

w a s s u p e r i m p o s e d on t h e e c o n o m i c and p o l i t i c a l c r i s e s o f t h e s e c o u n t r i e s t h e m s e l v e s , 

a s s o c i a t e d , among o t h e r t h i n g s , w i t h t h e d e p l e t i o n o f i m p o r t - s u b s t i t u t i v e 

i n d u s t r i a l i z a t i o n . Two l a r g e p a r a d i g m s a r i s e f r o m t h e h e a r t o f t h e p a r t i c u l a r 

c r i s i s o f L a t i n A m e r i c a n n a t i o n s ; t h e p a r a d i g m o f r e g i o n a l i n t e g r a t i o n a n d t h e 

/ p a r a d i g m o f 



- 123 -

p a r a d i g m o f o p e n n e s s . W h i l e one g r o u p o f c o u n t r i e s s e e k s t h e s o l u t i o n t o i t s 

p r o b l e m s b y b r o a d e n i n g r e g i o n a l m a r k e t s , f i x i n g common t a r i f f s , a c c o r d i n g common 

t r e a t m e n t t o w a r d s f o r e i g n i n v e s t m e n t , j o i n t i n d u s t r i a l p l a n n i n g , e t c . , o t h e r s s e e 

i n o p e n n e s s and i n l i b e r a l i z a t i o n o f t h e economy t h e f o r m u l a t o ove r come e c o n o m i c 

s t a g n a t i o n . The- c l e a r e s t e x p o n e n t s o f t h e i n t e g r a t i o n i s t movement a r e t h e member 

l? c o u n t r i e s o f t h e Andean P a c t , w h i l e t h e mos t r e p r e s e n t a t i v e o f t h e o p e n n e s s p o l i c y 

a r e t h e c o u n t r i e s o f t h e S o u t h e r n C o n e . 0 

U n t i l 1 9 7 3 , C h i l e was one o f t h e most a c t i v e p r o m o t e r s o f i n t e g r a t i o n , b u t 

a f t e r t h a t y e a r i t c h a n g e d i n t o one o f t h e most e x t r e m e e x a m p l e s o f t h e l i b e r a l 

opennes s s t r a t e g y . Wha t i s i m p o r t a n t , t a k i n g i n t o c o n s i d e r a t i o n w h a t was s a i d 

p r e v i o u s l y , i s t h a t w h a t o c c u r r e d i n C h i l e a f t e r 1973 h a s a d i r e c t r e l a t i o n s h i p w i t h 

t h e c r i s i s i n t h e c a p i t a l i s t s y s t e m as a w h o l e and t h e c h a n g e s i n t h e w o r l d economy. 

B . C H I L E ' S DOMESTIC S ITUATION AND RELATED FACTORS 

G e n e r a l a s p e c t s 

The s t r u c t u r a l change e x p e r i e n c e d b y C h i l e a n s o c i e t y i n t h e e c o n o m i c a n d 

p o l i t i c a l f i e l d s a f t e r 1973 i s p a r t l y a r e f l e c t i o n o f t h e a b o v e - m e n t i o n e d p r o c e s s e s 

a t t h e i n t e r n a t i o n a l l e v e l a n d i n l a r g e p a r t a r e f l e c t i o n o f t h e s p e c i f i c p r o c e s s e s 

w h i c h t o o k p l a c e a t t h e n a t i o n a l l e v e l . 

The s p e c i f i c f a c t o r s o f t h e C h i l e a n s i t u a t i o n a r e w h a t d e t e r m i n e d t h a t these ' -

s t r u c t u r a l c h a n g e s a c q u i r e d an e x t r a o r d i n a r y p r o f o u n d a n d a c c e l e r a t e d n a t u r e . I n 

b r i e f , i t i s p r e c i s e l y t h e s t a g e o f e c o n o m i c and p o l i t i c a l s o c i a l i z a t i o n w h i c h C h i l e 

h a d r e a c h e d t h a t d e t e r m i n e d t h e d e p t h o f t h e a c t u a l s t r u c t u r a l c h a n g e . T h i s d o e s 

n o t deny 9 o f c o u r s e , t h e r o l e p l a y e d b y t h e p o l i t i c a l a n d e c o n o m i c c r i s i s o f t h e 

p e r i o d 1 9 7 1 - 1 9 7 3 i n t h e . c r e a t i o n o f t h e new n o d e l . 

I n t h e f i r s t p l a c e , t h e . n e w e c o n o m i c mode l c o n s i d e r s g o v e r n m e n t a l i n t e r v e n t i o n 

a n d e c o n o m i c p l a n n i n g t o b e a n o b s t a c l e t o the p r o c e s s o f a c c u m u l a t i o n , a n d t h u s 

g i v e s t h e m a r k e t a n d p r i v a t e c a p i t a l t h e r o l e o f a l l o c a t i n g r e s o u r c e s a n d a c t i v a t i n g 

t h e p r o c e s s o f a c c u m u l a t i o n r e s p e c t i v e l y . T h i s h a s i n v o l v e d a h e a v y p r i v a t i z a t i o n 

o f wha t up u n t i l 1973 w a s t h e p o w e r f u l a r e a o f g o v e r n m e n t a l o w n e r s h i p , a l o n g w i t h 

an a l m o s t t o t a l e l i m i n a t i o n o f g o v e r n m e n t a l c o n t r o l s , o v e r t h e e c o n o m i c a c t i v i t y o f 

t h e c o u n t r y . 

I n t h e s e c o n d p l a c e , t h e e c o n o m i c m o d e l i n c l u d e s a t o t a l l i b e r a l i z a t i o n o f 

t h e e x t e r n a l c o m m e r c i a l and f i n a n c i a l f l o w s . On t h e one h a n d , i t s p r o p o n e n t s saw 

/ i n t h e 
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i n t h e p r i n c i p l e o f c o m p a r a t i v e a d v a n t a g e t h e f u n d a m e n t a l norm - a n d b a s i c a l l y t h e 

o n l y norm- w h i c h s h o u l d d e t e r m i n e t h e p r o d u c t i v e s p e c i a l i z a t i o n o f t h e n a t i o n a l 

e conomy , a n d t h e t r a d e f l o w s w h i c h d e r i v e f r o m t h i s s p e c i a l i z a t i o n . On t h e o t h e r 

h a n d , t h e m o d e l a s s i g n e d c r u c i a l i m p o r t a n c e i n ' . e c o n o m i c g r o w t h t o t h e f l o w o f 

e x t e r n a l c a p i t a l - f i n a n c i a l a n d d i r e c t i n v e s t m e n t - a n d , t o the e x t e n t t h a t t h e 

c o n c e p t o f e c o n o m i c d e p e n d e n c e d o e s n o t a p p e a r ' a t a l l i n i t s c o n c e p t u a l f r a m e w o r k , 

n e i t h e r l i m i t s n o r s p e c i a l c o n d i t i o n s a r e s e t f o r t h i s f l o w o f c a p i t a l . 

2 . P o l i c y d e a l i n g w i t h f o r e i g n i n v e s t m e n t i n t h e 
c o p p e r s e c t o r 

The p r e s e n t p o l i c y f o r t h e n o n - g o v e r n m e n t a l c o p p e r s e c t o r c o u l d b e i n t e r p r e t e d 

a s a d i r e c t r e s u l t o f t h e a p p l i c a t i o n o f t h r e e o p e r a t i o n a l p r i n c i p l e s o f t h e 

e c o n o m i c m o d e l ; t h e p r i n c i p l e o f s e c t o r a l n o n - d i s c r i m i n a t i o n , t h e p r i n c i p l e o f n o n -

d i s c r i m i n a t i o n b e t w e e n f o r e i g n a n d d o m e s t i c i n v e s t o r s a n d the s u p p o s e d i n t r i n s i c 

i n e f f i c i e n c y o f g o v e r n m e n t a l e n t e r p r i s e s . 

The p r i n c i p l e o f s e c t o r a l n o n - d i s c r i m i n a t i o n means t h a t t h e r e a r e no s p e c i a l 

p o l i c i e s f o r t h e c o p p e r s e c t o r , w h i c h c o u l d b e s e e n a s a n e g a t i o n o f t h e p r i n c i p l e 

o f c o m p a r a t i v e a d v a n t a g e s i t s e l f . 1 / The p r i n c i p l e o f n o n - d i s c r i m i n a t i o n a g a i n s t 

f o r e i g n i n v e s t o r s i s t h e b a s i c r e a s o n why t h e S t a t u t e on F o r e i g n I n v e s t m e n t c u r r e n t l y 

i n f o r c e i n C h i l e i s e x t r e m e l y f a v o u r a b l e t o f o r e i g n i n v e s t m e n t . F i n a l l y , t h e 

a r g u m e n t t h a t t h e S t a t e i s i n t r i n s i c a l l y i n e f f i c i e n t e l i m i n a t e s t h e p o s s i b i l i t y t h a t 

t h e l a t t e r m i g h t d e a l w i t h t h e e x p l o i t a t i o n o f new d e p o s i t s o f c o p p e r i n C h i l e . 

I n summary , i n t h e p r e s e n t e c o n o m i c m o d e l t h e m i n i n g s e c t o r , w i t h t h e ' e x c e p t i o n 

o f t h e mines n a t i o n a l i z e d i n 1 9 7 1 , i s s e e n a s a n a t u r a l r e c e p t o r o f d i r e c t f o r e i g n 

i n v e s t m e n t . The t r e a t m e n t g r a n t e d t o t h i s f o r e i g n i n v e s t m e n t d o e s n o t d i f f e r f r o m 

t h e t r e a t m e n t g r a n t e d t o o t h e r s e c t o r s ( f o r e x a m p l e m a n u f a c t u r e r s ) a n d i s t h u s 

b a s i c a l l y d e f i n e d b y t h e S t a t u t e o n F o r e i g n I n v e s t m e n t . 2 / 

F o r t h e s a k e o f t h e p r i n c i p l e o f n o n - d i s c r i m i n a t i o n , t h e S t a t u t e o f f e r s f o r e i g n 

i n v e s t o r s t h e same t a x t r e a t m e n t ' i t g i v e s t o n a t i o n a l f i r m s , c u r r e n t l y r e p r e s e n t e d 

b y a t o t a l t a x o f a b o u t 48.5% o f a c c o u n t a b l e p r o f i t s . E v e n f u r t h e r , t h e S t a t u t e 

1 / F o r an a n a l y s i s i n g r e a t e r d e t a i l o f c e r t a i n a s p e c t s o f c u r r e n t p o l i c i e s 
w h i c h c o u l d b e s e e n a s r e s u l t s o f t h e i n a d e q u a c y o f t h e t h e o r e t i c a l m o d e l s u p p o r t i n g 
them, s e e : C a r l o s V i g n o l o , " I n v e r s i o n E x t r a n j e r a en l a M i n e r i a C h i l e n a " i n R e v i s t a 
A n a l i s i s , N o . 8 , O c t o b e r 1978.. 

.. 2/ D e c r e e Law N o . 600 o f 1 9 7 4 , amended b y D e c r e e Law No . 1748 o f 1 9 7 7 . 

/ o f f e r s a 
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o f f e r s a t a x a l t e r n a t i v e t o f o r e i g n - i n v e s t m e n t : T h i s c o n s i s t s , o f a s i n g l e r a t e o f 

49 .5%, b u t u n c h a n g e a b l e f o r a p e r i o d o f 10 y e a r s , w i t h t h e o p t i o n o f c o n v e r t i n g 

once t o t b e n o r m a l t a x s y s t e m . T h i s a l t e r n a t i v e i s i n p r a c t i c e a d i s c r i m i n a t i o n i n 

f a v o u r o f f o r e i g n i n v e s t o r s ; ' 

The S t a t u t e does no i f ' i ihpose any r e s t r i c t i o n on t h e r e m i t t a n c e o f p r o f i t s a n d , 

4 r e f e r r i n g t o r e p a t r i a t i o n o f c a p i t a l , o n l y s t i p u l a t e s t h a t t h i s c a n n o t b e done u n t i l 

t h r e e y e a r s f r o m i t s e n t r a n c e . The S t a t u t e i s a l s o v e r y f a v o u r a b l e t o f o r e i g n 

i n v e s t o r s b e c a u s e , i n p r a c t i c e , i t l e a v e s o p e n an a n p l e m a r g i n f o r t h e use o f t r a n s f e i 

p r i c e s . F i n a l l y , i n a c c o r d a n c e w i t h t h e g e n e r a l p h i l o s o p h y o f the m o d e l , n e i t h e r 

t h e S t a t u t e n o r t h e s p e c i f i c a g r e e m e n t s s i g n e d g i v e any i m p o r t a n c e w h a t e v e r t o t h e 

o b j e c t i v e o f m a x i m i z i n g r e t u r n e d v a l u e t h r o u g h e n p l o y m e n t , f o r w a r d and r e v e r s e 

e f f e c t s , t e c h n o l o g i c a l d i s s e m i n a t i o n , e t c . 

I t i s r e a l l y i l l u s t r a t i v e o f t h e s p i r i t o f the S t a t u t e i n q u e s t i o n t h a t i t . i s 

e x t r a o r d i n a r i l y b r i e f , and t h a t t h e e s t a b l i s h m e n t o f t h e p r i n c i p l e o f n o n -

d i s c r i m i n a t i o n and . thè s t i p u l a t i o n o f t h e l e g a l ways i n w h i c h t h e compan ies may t a k e 

a d v a n t a g e o f t h i s r i g h t occupy a d i s p r o p o r t i o n a t e l y l a r g e p a r t o f t h e t e x t , s i n c e 

t h e s e / p o i n t s a p p e a r a s more d e v e l o p e d and p r e c i s e . 

Th i s same s p i r i t i s c l e a r l y r e f l e c t e d i n t h e wo rds o f B u s i n e s s I n t e r n a t i o n a l 

C o . , i t s e l f , i n t h i s r e g a r d : " C h i l e has e x t e n d é d i t s we lcome r u g t o f o r e i g n 

i n v e s t o r s w i t h a new L a w , DL 1748, wh ich i s e v e n more g e n e r o u s t h a n DL 600 o f 1974 

which i t r e p l a c e s . DL 1748 opens a s e r i e s o f a l m o s t i r r e s i s t i b l e t e m p t a t i o n s and 

g u a r a n t e e s f o r f o r e i g n i n v e s t m e n t ' 5 . The c l a u s e s o f t h e new S t a t u t e w h i c h r e c e i v e d 

t h e b e s t r e c e p t i o n b y the B u s i n e s s I n t e r n a t i o n a l Company a r e t h o s e r e f e r r i n g t o t a x 

s t a t u s and t h e comp le t e f r e e d o m f o r r e m i t t a n c e o f p r o f i t s and r e t torn f r o m c a p i t a l 

i n v e s t e d . 

I f we add t o t h i s t h a t i n t h e s p e c i f i c a g r e e m e n t s on f o r e i g n i n v e s t m e n t i n 
I' ' - - • 

c o p p e r s i g n e d a f t e r 1977 t h e r e were o t h e r a d d i t i o n a l a d v a n t a g e s f o r f o r e i g n 

i n v e s t m e n t , i t i s c l e a r t h a t C h i l e h a s p l a c e d i t s e l f , W i t h t h e s e p o l i c i e s , among 

t h e most l i b e r a l c o u n t r i e s i n the w o r l d i n r e s p e c t o f t h e t r e a t m e n t o f f o r e i g n 

i n v e s t m e n t . These a d d i t i o n a l a d v a n t a g e s a r e b a s i c a l l y t h r e e i n number : a c c e l e r a t e d 

d e p r e c i a t i o n , wh ich r e d u c e s t o i e s s than one t h i r d t h e n o r m a l p e r i o d o f d e p r e c i a t i o n , 

d e d u c t i o n o f " p a s t l o s s e s . f r o m u p . t o f i v e p r e v i o u s f i s c a l y e a r s a n d e x t e n s i o n o f 

t h e t a x i n v a r i a b i l i t y f r o m 10 t o 30 y e a r s . 
' . . „ V • / 3 . The 
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3 . The s i t u a t i o n i n t h e n a t i o n a l i z e d c o p p e r s e c t o r i n 
t h e p e r i o d s i n c e 1973 

As m e n t i o n e d e a r l i e r , . there i s a marked c o n t r a d i c t i o n b e t w e e n t h e p o l i c y 

d e a l i n g w i t h f o r e i g n i n v e s t o r s i n c o p p e r a n d g o v e r n m e n t a l management o f t h e 

n a t i o n a l i z e d m i n e s . _ I n e f f e c t , s i n c e S e p t e m b e r 1973 t h e o r g a n i z a t i o n o f t h e 

g o v e r n m e n t a l c o p p e r s e c t o r h a s r e m a i n e d a l m o s t u n c h a n g e d . The c u r r e n t Government 

a l s o i n h e r i t e d f r o m t h e p a s t t h e h u g e i n v e s t m e n t p rogramme p l a n n e d , f o r 1 9 6 7 - 1 9 7 3 

and w h i c h , i n p r a c t i c e , y i e l d e d a good p a r t o f i t s f r u i t s f r o m 1974 o n , e x p l a i n i n g 

t o a l a r g e e x t e n t t h e c o n s i d e r a b l e i n c r e a s e i n p r o d u c t i o n o f l a r g e = s c a l e c o p p e r 

m i n i n g f r o m 590 t h o u s a n d t o n s on t h e a v e r a g e a n n u a l l y i n t h e p e r i o d 1 9 7 1 - 1 9 7 3 t o 

870 t h o u s a n d t o n s i n t h e p e r i o d 1 9 7 7 - 1 9 7 9 , an i n c r e a s e o f 47.5% i n f i v e y e a r s . I t 

s h o u l d b e p o i n t e d o u t i n t h i s r e s p e c t t h a t s i n c e 1974 t h e i n v e s t m e n t s made i n t h e 

l a r g e - s c a l e c o p p e r m i n i n g i n d u s t r y h a v e b a s i c a l l y b e e n r e i n v e s t m e n t s . 

The o t h e r i m p o r t a n t f a c t o r w h i c h e x p l a i n s t h e g r o w t h i n p r o d u c t i o n o f 

g o v e r n m e n t a l c o p p e r m i n i n g i s t h e a b s e n c e o f s t r i k e s a n d t h e i n c r e a s e i n t h e 

d i s c i p l i n e a n d i n t e n s i t y o f w o r k . T h i s f a c t o r h a s a l s o c o i n c i d e d w i t h a d e c r e a s e 

i n r e a l s a l a r i e s a n d , h e n c e , a d e c r e a s e i n t h e c o s t s o f p r o d u c t i o n . U n i t c o s t s 

h a v e d e c r e a s e d , m o r e o v e r , a s a r e s u l t o f t h e i n c r e a s e i n p r o d u c t i o n ( w h i c h c a u s e s 

t h e i n c i d e n c e o f f i x e d c o s t s t o d r o p ) , t h e r e a l r i s e i n t h e e x c h a n g e r a t e ( w h i c h 

d e c r e a s e s a v e r a g e c o s t s i n f o r e i g n m o n e y ) , and a s a r e s u l t o f t h e s i g n i f i c a n t 

i n c r e a s e i n e a r n i n g s b y s u b - p r o d u c e r s , m o t i v a t e d b y t h e s p e c t a c u l a r i n c r e a s e i n 

p r i c e s o f t h e main s u b - p r o d u c e r , molubdenum. 

As a w h o l e , a l l t h e s e f a c t o r s h a v e meant t h a t , d e s p i t e t h e l o w p r i c e s o f 

c o p p e r i n t h e p a s t f i v e y e a r s , l a r g e - s c a l e c o p p e r m i n i n g i n C h i l e h a s g e n e r a t e d 

l a r g e s u r p l u s e s w h i c h r e a c h e d a l m o s t 1 000 m i l l i o n d o l l a r s i n 1 9 7 9 . 1 / 

We s h o u l d a l s o a d d t h a t some a c t i o n s u n d e r t a k e n b y CODELCO i l l u s t r a t e o t h e r 

b e n e f i t s o f g o v e r n m e n t a l c o n t r o l o v e r C h i l e ' s main n a t u r a l r e s o u r c e . We r e f e r i n 

p a r t i c u l a r t o t h e j o i n t c o r p o r a t i o n b y w h i c h CODELCO, s i n c e 1 9 7 6 , h a s made 

i n c u r s i o n s i n t o t h e c a b l e i n d u s t r y - w i t h a p l a n t i n Ge rmany - a s a f o r m o f v e r t i c a l 

i n t e g r a t i o n w h i c h e n a b l e s i t t o d e c r e a s e m a r k e t r i s k s , i n t h e e v e n t o f an 

o l i g o p o l i s t i c t r e n d d e v e l o p i n g i n t h e s e m i - m a n u f a c t u r e s i n d u s t r y . 2 / A l t h o u g h t h e 

1/ I n t h i s r e s p e c t we s h o u l d m e n t i o n t h e f a c t t h a t F o r t u n e ( A p r i l 1 9 7 9 ) h a s 
named CODELCO a s t h e most e f f i c i e n t n o n - o i l g o v e r n m e n t a l e n t e r p r i s e i n t h e w o r l d . 
Q u o t e d i n E l M e r c u r i o , 3 S e p t e m b e r 1 9 7 9 . 

2/ T h i s t r e n d i s a p o s s i b l e r e s u l t o f t h e s p r e a d o f t h e u s e o f t h e t e c h n i q u e 
o f c o n t i n u e d w a s h i n g , c h a r a c t e r i z e d b y l a r g e e c o n o m i e s o f s c a l e . 

/ d e t a i l s a n d 
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d e t a i l s and c o n c r e t e r e s u l t s o'f t h i s i n i t i a t i v e a r e n o t known , i t i s p o s s i b l e t o 

s e e i t a s an a c t i o n i n t h e r i g h t d i r e c t i o n , i n t h e f r a m e w o r k o f w h a t s h o u l d b e an 

a g g r e s s i v e s t r a t e g y o f i n t e g r a t i o n i n t o t h e w o r l d m e t a l m a r k e t s . 

C . POS IT ION AND STRATEGY OF THE TRANSNATIONALS 

U n l i k e t h e a n a l y s e s made i n t h e p r e v i o u s c h a p t e r s , we a r e n o t d e a l i n g h e r e 

w i t h t h e p a r t i c u l a r s i t u a t i o n o f t h e TNCs o p e r a t i n g i n t h e c o u n t r y , b u t r a t h e r w i t h 

g l o b a l p r o c e s s e s i n t h e i n t e r n a t i o n a l c o p p e r i n d u s t r y w h i c h c o n d i t i o n t h e r e a c t i o n 

o f t h e TNCs t o t h e c u r r e n t p o l i c y t o w a r d s f o r e i g n i n v e s t m e n t i n C h i l e . A l s o u n l i k e 

t h e p r e v i o u s p e r i o d s , we must a n a l y s e i n t h i s c a s e a r e a l i t y s t i l l i n p r o g r e s s , 

w h i c h o b v i o u s l y makes t h e p r o p o s a l s w h i c h f o l l o w somewhat r e l a t i v e . 

B e a r i n g t h e s e t h i n g s i n m ind , i t is ;. p o s s i b l e , t h e n , t o m a i n t a i n t h a t t h e o i l 

c r i s i s a p p e a r s t o h a v e r e a c t i v a t e d t h e c o n c e r n o f t h e c e n t r a l e c o n o m i e s f o r a c c e s s 

t o n a t u r a l r e s o u r c e s i n t h e p e r i p h e r y . . . T h i s c o n c e r n i s t h e b a s i s o f t h e i m p u l s e 

t o s e e k o n c e a g a i n a c o n c i l i a t i o n o f i n t e r e s t s i n t h e N o r t h - S o u t h e c o n o m i c s t r u g g l e 

o v e r t h e New I n t e r n a t i o n a l Economic O r d e r . A l t h o u g h i t i s t r u e t h a t , i n p r a c t i c e , 

t h e c e n t r a l c o u n t r i e s manage t o c o n t r o l t h e g r o w i n g p r e s s u r e o f t h e T h i r d W o r l d 

c o u n t r i e s i n t h i s way w i t h o u t mak ing a n y i m p o r t a n t c o n c e s s i o n s ? i t i s a l s o t r u e 

t h a t t h e more l o n g - t e r m c o n c e r n s t i l l e x i s t s . 

I n t h e c a s e o f c o p p e r t h i s l o n g - t e r m i n t e r e s t a p p e a r s t o b e b e i n g c o n f i r m e d 

b y t h e i n c u r s i o n o f t h e l a r g e o i l c o m p a n i e s i n t o t h e w o r l d m e t a l i n d u s t r y . I n t h i s 

r e s p e c t i t m i g h t s i m p l y b e m e n t i o n e d t h a t , a s we w i l l s e e b e l o w , t h e t h r e e l a r g e s t 

c o p p e r i n v e s t m e n t p r o j e c t s a u t h o r i z e d i n C h i l e h a v e b e e n p r o p o s e d d i r e c t l y b y l a r g e 

o i l t r a n s n a t i o n a l s o r t h e i r s u b s i d i a r i e s . 

I n summary, i t w o u l d a p p e a r t h a t , a s a r e s u l t o f t h e o i l c r i s i s , a n d e v e n i n 

s p i t e o f t h e d e p r e s s i v e s i t u a t i o n i n t h e w o r l d c o p p e r m a r k e t i n r e c e n t y e a r s , 

i n v e s t m e n t i n t h i s i n d u s t r y i s i m p o r t a n t i n t h e medium and l o n g - t e r m p l a n s o f t h e 

l a r g e TNCs . T h i s w o u l d mean an i n c r e a s e i n t h e b a r g a i n i n g p o w e r o f c o u n t r i e s l i k e 

C h i l e w h i c h p o s s e s s a h i g h a n d p r i v i l e g e d p e r c e n t a g e o f w o r l d r e s e r v e s . . 

/ D . RESULTS 
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D. .RESULTS OF POL IC IES AND DISTRIBUTION OF PROFITS 

U n l i k e t h e p r e v i o u s c h a p t e r s , we do n o t h a v e t h e a d v a n t a g e h e r e - o f b e i n g a b l e 

t o e v a l u a t e p o l i c i e s a n d d raw c o n c l u s i o n s on t h e b a s i s o f t h e o b s e r v a b l e r e s u l t s o f 

t h e a p p l i c a t i o n o f t h e s e p o l i c i e s . ' N e v e r t h e l e s s , a n d p r e c i s e l y on t h e b a s i s o f t h e 

e x p e r i e n c e s o f t h e p a s t , i t i s p o s s i b l e t o p r o p o s e t h e e x p e c t e d r e s u l t s o f t h e s e 

p o l i c i e s a n d e v a l u a t e them on t h i s b a s i s . T h i s e v a l u a t i o n i s made , a s e a r l i e r , i n 

t e r m s o f t h e o b j e c t i v e o f m a x i m i z i n g r e t u r n e d v a l u e . I n t h e f o l l o w i n g we a t t e m p t , 

w h i l e c e n t e r i n g a t t e n t i o n on a " v a l u e r e t u r n e d " a s s e s s m e n t , t o e v a l u a t e a l s o t h e 

s u c c e s s o f t h e mode l i n t e r m s o f i t s own o b j e c t i v e s . 

1 . The f l o w o f f o r e i g n i n v e s t m e n t i n t h e p e r i o d 1 9 7 4 - 1 9 7 9 

The S t a t u t e on F o r e i g n I n v e s t m e n t s , s i n c e i t s r e f o r m u l a t i o n i n 1 9 7 7 , h a s h a d 

a n u n d e n i a b l e i m p a c t on t h e T N C s ' i n t e r e s t i n e x p l o r i n g i n v e s t m e n t p o s s i b i l i t i e s 

i n C h i l e . T h i s i m p a c t i s r e f l e c t e d i n t h e f a c t t h a t a s o f 30 June 1979 a u t h o r i z e d 

f o r e i g n i n v e s t m e n t h a d r i s e n b y 4 159 m i l l i o n d o l l a r s . H o w e v e r , no more t h a n 15% 

o f t h e s e a u t h o r i z a t i o n s h a d a c t u a l l y b e e n made c o n c r e t e a s o f t h e e n d o f 1979 , and 

a l a r g e p a r t o f them, m o r e o v e r , c o r r e s p o n d e d t o p u r c h a s e s o f a s s e t s r a t h e r t h a n 

new i n v e s t m e n t s . 

An e x a m i n a t i o n o f a p p l i c a t i o n s f o r f o r e i g n i n v e s t m e n t shows one d e f i n i t e f a c t : 

t h e m a j o r a t t r a c t i o n o f C h i l e f o r t h e TNCs i s c o p p e r m i n i n g . I n e f f e c t , 90% o f t h e 

v a l u e o f t h e a u t h o r i z a t i o n s i s f o u n d i n t h e m i n i n g s e c t o r , b a s i c a l l y c o p p e r . As 

shown i n t a b l e 2 2 , t h e b u l k o f a u t h o r i z a t i o n s c o r r e s p o n d s t o a f e w l a r g e - s c a l e c o p p e r 

p r o j e c t s , among w h i c h a r e t h e Exxon a n d A n a c o n d a p r o p o s a l s t o e x p l o i t t h e D i s p u t a d a 

de L a s Condes a n d L o s P e l a m b r e s d e p o s i t s , r e s p e c t i v e l y . 

I n t h e f i r s t o f t h e s e c a s e s , Exxon b o u g h t 87% o f t h e s t o c k i n t h e Compañía 

M i n e r a D i s p u t a d a de L a s C o n d e s f r o m t h e C h i l e a n S t a t e f o r a t o t a l o f 107 m i l l i o n 

d o l l a r s , a t t h e same t i m e o f f e r i n g t o r e c o v e r t h e r e m a i n i n g 13% o f t h e s t o c k i n t h e 

h a n d s o f p r i v a t e p a r t i e s . W i t h t h i s p u r c h a s e E x x o n became owne r o f two m i n i n g 

d e p o s i t s ( D i s p u t a d a de L a s Condes and E l S o l d a d o ) w i t h r e s e r v e s e s t i m a t e d a t 

6 m i l l i o n t o n s o f r e f i n e d c o p p e r w i t h a s t a n d a r d o f n e a r l y 1%, i t s r e s p e c t i v e 

f l o t a t i o n p l a n t s and a s m e l t i n g p l a n t , f o r a t o t a l b o o k v a l u e i n c a p i t a l and r e s e r v e s 

o f 53 m i l l i o n d o l l a r s . 

/Table 22 
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T a b l e 22 

PRINCIPAL AUTHORIZED MINING PROJECTS, 1974 -1979 

Company 
C o u n t r y o f 

o r i g i n 

A u t h o r i z e d 
i n v e s t m e n t 
( m i l l i o n s 
o f d o l l a r s ) 

D e p o s i t 

Anaconda 
( A t l a n t i c R i c h f i e l d ) 

US 1 500 L o s P e l a m b r e s 
( c o p p e r ) 

Exxon US ' 1 200 D i s p u t a d a de L a s 
Condes ( c o p p e r ) 

F a l c o n b r i d g e 
( T h e S u p e r i o r O i l ) 

US/ 
Canada 

500 Q u e b r a d a B l a n c a 
( c o p p e r ) 

N o r a n d a US 350 A n d a c o l l o 
( c o p p e r ) 

S a i n t Joe US 100 E l I n d i o 
( g o l d - s i l v e r -
c ó p p e r ) 

S o u r c e : Committee on F o r e i g n I n v e s t m e n t . 

F o r i t s p a r t , A n a c o n d a r e a p p e a r e d on t h e C h i l e a n m i n i n g s c e n e w i t h t h e p u r c h a s e 

o f t h e Lo s P e l a m b r e s d e p o s i t f o r 20 m i l l i o n d o l l a r s , i n t h e h a n d s o f a g r o u p o f 

p r i v a t e b u s i n e s s m e n who w e r e p r e s s u r e d - a c c o r d i n g t o a r e p r e s e n t a t i v e o f t h i s g r o u p -

b y t h e r i s e i n m i n i n g p a t e n t s a n d t h e " d i s i n t e r e s t " o f t h e C n i l e a n G o v e r n m e n t . T h i s 

same r e p r e s e n t a t i v e a d m i t t e d t h a t " t h e o r e i s w o r t h much more r b u t we h a v e no o t h e r 

a l t e r n a t i v e " . ] . / P r e l i m i n a r y s t u d i e s o f L o s P e l a m b r e s show t h a t t h i s mine h a s g r e a t 

p o t e n t i a l . I t s e s t i m a t e d r e s e r v e s - w h i c h a r e u n d o u b t e d l y c o n s i d e r a b l y u n d e r e s t i m a t e d -

t o t a l 428 m i l l i o n t o n s o f c o p p e r o r e w i t h an a v e r a g e s t a n d a r d o f f i n e n e s s o f 0 . 7 8 % . 

I n t h e c a s e s o f Q u e b r a d a B l a n c a a n d A n d a c o l l o , t h e S t a t e h a s f o r m e d a j o i n t 

corporation w i t h t h e f o r e i g n compan ie s ( F a l c o n b r i d g e a n d N o r a n d a ) , r e s e r v i n g 49% 

o f t h e .-corporate o w n e r s h i p . The e s t i m a t e d r e s e r v e s a n d s t a n d a r d s o f f i n e n e s s o f 

t h e s e . m i n e s a r e a l s o h i g h . I n t h e c a s e o f Q u e b r a d a B l a n c a i t i s c e r t a i n t h a t t h e r e 

a r e more t h a n 150 m i l l i o n t o n s o f e n r i c h e d o r e w i t h a s t a n d a r d o f n e a r l y 1 . 5 % , xihich 

w o u l d b e enough t o p r o d u c e 90; 000 t o n s p e r y e a r o f c o p p e r c o n t e n t f o r a p e r i o d o f 

1/ E l M e r c u r i o , 2 O c t o b e r 19 79 . 

/ I I y e a r s . 
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1 1 y e a r s . The p r i m a r y o r e , w i t h a s t a n d a r d o f f i n e n e s s l o w e r t h a n 1 .0% and h i g h e r 

t h a n 0 . 4 % , e x c e e d s 350 m i l l i o n t o n s . ; I n t h e A n d a c o l l o d e p o s i t , i t i s e s t i m a t e d t h a t 

a t t h e p r e s e n t t i m e t h e r e i s a t o t a l r e s e r v e o f 300 m i l l i o n t o n s w i t h a n a v e r a g e 

s t a n d a r d o f f i n e n e s s o f 0 . 7 % . 

From t h e a b o v e i t a p p e a r s t h a t t h e p o t e n t i a l f o r r e c e i v i n g f o r e i n g i n v e s t m e n t 

a n d f o r p r o d u c t i o n o f C h i l e a n c o p p e r m i n i n g i s v e r y h i g h . T h i s i s a l s o r e f l e c t e d i n 

t h e l a r g e number o f i n v e s t m e n t a u t h o r i z a t i o n s . H o w e v e r , t o d a t e t h e s e p r o j e c t s a r e 

s t i l l o n l y a u t h o r i z a t i o n s a n d n o t m a t e r i a l i z a t i o n s o f i n v e s t m e n t . I n e v a l u a t i n g t o 

w h a t e x t e n t t h i s i s a r e f l e c t i o n o f t h e w i l l t o p o s t p o n e i n v e s t m e n t s on t h e p a r t o f 

t h e TNCs - f o r e x a m p l e , f o r r e a s o n s o f p o l i t i c a l s t a b i l i t y - we a r e c o n f r o n t e d w i t h 

t h e f a c t t h a t c o p p e r i n v e s t m e n t s h a v e a l w a y s h a d a l o n g p e r i o d o f m a t u r a t i o n . 

M o r e o v e r , t h e l i t t l e i n f o r m a t i o n a v a i l a b l e o n t h e p r o g r e s s o f t h e p r o j e c t s i s 

i n s u f f i c i e n t . t o d r a w c o n c l u s i o n s w i t h r e s p e c t t o t h e c o m p a r a t i v e s p e e d o f p r o g r e s s 

o f t h e l a t t e r . 

E v e n s o , one f a c t a p p e a r s c l e a r : p r o g r e s s h a s b e e n s l o w e r i n t h e c a s e s o f 

j o i n t c o r p o r a t i o n s , - w h i c h , t o some d e g r e e , i s . t h e r e s u l t o f p r o b l e m s i n h e r e n t i n 

t h i s t y p e o f a r r a n g e m e n t . To some d e g r e e a l s o , h o w e v e r , t h i s w o u l d a p p e a r t o b e due 

t o d e l a y i n g t a c t i c s o n t h e p a r t o f the f o r e i g n p a r t n e r s . ! / Exxon and A n a c o n d a , on 

t h e c o n t r a r y , a p p e a r t o h a v e d e c i d e d t o c a r r y f o r w a r d t h e i r r e s p e c t i v e i n v e s t m e n t s . 

A t l e a s t , t h e s p e e d i m p o s e d on t h e e x p l o r a t i o n a n d a s s e s s m e n t s t a g e s o f t h e p r o j e c t 

l e a d t o t h i s i m p r e s s i o n . I n t h e p a r t i c u l a r c a s e o f E x x o n i t a p p e a r s c l e a r t h a t t h e 

s t r a t e g y a d o p t e d i s t h a t o f t h e " g o o d c i t i z e n " , w h i c h i s i m p r e s s i n g t h è n a t i o n a l 

community w i t h an a m b i t i o u s p r o j e c t o f i n v e s t m e n t a n d w i t h a d i s p o s i t i o n t o 

r e n e g o t i a t e when t h e c i r c u m s t a n c e s make i t a d v i s a b l e . 2 / We s h o u l d b e a r i n mind t h a t 

f o r E x x o n i t s i n v e s t m e n t s i n C h i l e , on t h e one hand , ' mark i t s e n t r y i n t o t h e c o p p e r 

i n d u s t r y a n d , on t h e o t h e r , a r e p a r t o f t h e l o n g - t e r m s t r a t e g y o f t h e l a r g e s t 

t r a n s n a t i o n a l c o r p o r a t i o n i n t h e w o r l d . - ' 

I n summary , t h e o p e n i n g o f t h e c o p p e r m i n i n g i n d u s t r y t o f o r e i g n i n v e s t o r s 

s t i r r e d up t h e i n t e r e s t o f t h e l a t t e r b u t , S i x y e a r s a f t e r t h e p r o c l a m a t i o n o f t h e 

S t a t u t e on F o r e i g n I n v e s t m e n t ( D L 6 0 0 ) a n d t h r e e y e a r s a f t e r i t s l a t e r r e v i s i o n 

1/ I n t h i s r e s p e c t , s e e , f o r e x a m p l e , L a t i n A m e r i c a n Commod i t i e s R e p o r t , 
7 S e p t e m b e r 1 9 7 9 , v o l . I l l , N o . 35 , " F i n a n c i n g D o u b t s Hang O v e r C h i l e a n C o p p e r 
P r o j e c t " . 

2 / I n t h i s r e s p e c t we s h o u l d m e n t i o n t h a t E x x o n i s c h a r a c t e r i z e d a s b e i n g a n 
" i m a g e - c o n s c i o u s e n t e r p r i s e " , i n B u s i n e s s L a t i n A m e r i c a , 11 J a n u a r y 1 9 7 8 . 

/ ( D L 1 7 4 8 ) , 
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( D L Í 7 4 8 ) , n o ' i n v e s t m e n t s o f any s i g n i f i c a n c e h a d y e t b e e n matie w h i c h w o u l d i m p l y 

an i n c r e a s e i n t h e c o p p e r - p r o d u c i n g c a p a c i t y o f t h e c o u n t r y . Even a s s u m i n g t h a t 

t h e p r o j e c t s s t i l l i n t h e s t a g e o f e v a l u a t i o n w i l l m a t e r i a l i z e , i t i s i m p r o b a b l e t h a i 

t h i s w i l l mean new p r o d u c t i o n b e f o r e t h e m i d d l e o f t h e d e c a d e . W i t h o u t i g n o r i n g 

e i t h e r the a b o v e - m e n t i o n e d l o n g m a t u r a t i o n t i m e f o r i n v e s t m e n t s , o r t h e d e p r e s s i v e 

s i t u a t i o n o f t h e c o p p e r m a r k e t i n r e c e n t y e a r s , we m i g h t w o n d e r t o w h a t e x t e n t t h e 

v e r y f a v o u r a b l e n a t u r e o f t h e S t a t u t e on F o r e i g n I n v e s t m e n t h a s b e e n o f f s e t b y a 

p o s s i b l y u n f a v o u r a b l e a s s e s s m e n t o n t h e p a r t o f t h e l a t t e r o f t h e l o n g - t e r m 

c r e d i b i l i t y o f t h i s S t a t u t e , I n t h i s r e s p e c t " , i t i s a w e l l known f a c t t h a t t h e l a r g e 

TNCs know t h a t e x t r á o r d i n a r i l y f a v o u r a b l e t r e a t m e n t s a r e n o t a l w a y s t h o s e w h i c h o f f e r 

t h e g r e a t e s t s t a b i l i t y i n t h e l o n g r u n . 

2 . E x p e c t e d d i s t r i b u t i o n o f p r o f i t s 

A s s u m i n g t h a t t h e i n v e s t m e n t s d i s c u s s e d a b o v e m a t e r i a l i z e , we m i g h t w o n d e r 

a b o u t t h e d i s t r i b u t i o n o f t h e p r o f i t s ' t h i s w o u l d i n v o l v e . We h a v e s e e n above t h a t 

t h e S t a t u t e on F o r e i g n I n v e s t m e n t c o n t a i n s e x t r a o r d i n a r i l y f a v o u r a b l e c l a u s e s . T h i s 

means t h a t t h e e x p e c t e d d i s t r i b u t i o n o f e c o n o m i c s u r p l u s e s i s s t r o n g l y b i a s e d t o w a r d s 

f o r e i g n i n v e s t o r s . 

I n t h e f i r s t p l a c e , the c l a u s e s o n a c c e l e r a t e d d e p r e c i a t i o n a n d d e d u c t i o n o f 

p a s t l o s s e s a r e a s . a w h o l e , i n p r a c t i c e , a t a x e x e m p t i o n . f o r J i v e s , e i g h t o r more 

y e a r s , ^depend ing on t h e r e a l p r o f i t a b i l i t y o f t h e p r o j e c t a n d t h e d e g r e e t o w h i c h 

t h e a c c o u n t a b l e p r o f i t s r e a l l y r e p r e s e n t t h i s p r o f i t a b i l i t y . I n t h i s r e s p e c t , t h e 

m a r g i n o f manoeuvre w h i c h t h e S t a t u t e l e a v e s , t o t h e TNCs, seems f u n d a m e n t a l f o r t h e 

management o f t r a n s f e r p r i c e s , p a r t i c u l a r l y . f o r o v e r - v a l u i n g t h e i n i t i a l i n v e s t m e n t . 

An i l l u s t r a t i o n o f t h i s p o s s i b i l i t y i s t h e f a c t t h a t t h e i n v e s t m e n t a p p l i c a t i o n s a r e 

made i n f i g u r e s w h i c h a r e c l e a r l y h i g h e r t h a n t h o s e w h i c h a r e e s t i m a t e d t o b e 

a c t u a l l y i m p l i e d b y t h e s e p r o j e c t s . F o r e x a m p l e , A n a c o n d a , a p p l i e d f o r a u t h o r i z a t i o n 

t o i n v e s t a l m o s t 1 . 5 0 0 m i l l i o n d o l l a r s i n . c i r c u m s t a n c e s i n w h i c h t h e y a r e c o n s i d e r i n g 

o p e n i n g a mine o f no more than 100 000 t o n s o f . a n n u a l p r o d u c t i o n o f . . c o p p e r c o n t e n t . 

T h i s i n p l i e s a c o s t o f . 15 000 d o l l a r s p e r t o n o f i n s t a l l e d c a p a c i t y , a f i g u r e w h i c h 

i s a p p r o x i m a t e l y - d o u b l e t h a t w h i c h - w o u l d b e n o r m a l i n C h i l e a n d i n t h e i n t e r n a t i o n a l 

c o p p e r i n d u s t r y . 

/If the 
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I f t h e TNCs e f f e c t i v e l y made an o v e r v a l u a t i o n o f t h e c a p i t a l i n v e s t m e n t , t h e 

p e r i o d o f t a x e x e m p t i o n ( f o r a c c e l e r a t e d d e p r e c i a t i o n ) c o u l d e x c e e d t h e t e n - y e a r 

p e r i o d . , .This amounts t o t h e . p o s s i b i l i t y t h a t . t h e S t a t e m i g h t o b t a i n t a x r e v e n u e s 

f r o m these , i n v e s t o r s on a d a t e a r o u n d o r l a t e r t h a n t h e m id 1 9 9 0 s . I n any c a s e , * 

e v e n i f t h e o v e r v a l u a t i o n m e n t i o n e d w e r e a v o i d e d , i t i s h i g h l y i m p r o b a b l e t h a t t h e 

t a x c o f f e r s w o u l d r e c e i v e t h e '49.5% o f t h e p r o f i t s w h i c h s u p p o s e d l y b e l o n g t o t h e 

S t a t e ^ b é f o r e 10 y e a r s f r o m t h e d a t e . 

I n a d d i t i o n , i f we t a k e i n t o c o n s i d e r a t i o n t h a t f r o m 1950 on t h e e f f e c t i v e 

t a x r a t e o f TNCs i n C h i l e a n c o p p e r was a r o u n d 70%, i t . i s c l e a r t h a t a s i n g l e r a t e 

o f 49 .5% i s e x c e s s i v e l y l o w . T h i s i s c e r t a i n l y h a r m f u l t o n a t i o n a l i n t e r e s t s , 

e s p e c i a l l y s i n c e t h i s r a t e h a s b e e n g u a r a n t e e d , b y s i g n e d c o n v e n t i o n s , f o r 30 y e a r s . 

To e s t a b l i s h a s i n g l e a n d f i x e d t a x r a t e a l s o i g n o r e s t h e c o n v e n i e n c e and f e a s i b i l i t y 

o f e x t r a c t i n g h i g h e r p r o p o r t i o n s o f t h e s u r p l u s i n p e r i o d s o f boom i n t h e w o r l d 

m e t a l m a r k e t . 

From t h e e c o n o m i c p o i n t o f v i e w , t h e p o s s i b i l i t y t h a t t h e TNCs m i g h t become 

o w n e r s o f t h e d e p o s i t s o p e n s t h e t h e o r e t i c a l p o s s i b i l i t y t h a t t h e s e c o m p a n i e s m i g h t . 

make an a c c o u n t a b l e d i s c o u n t f o r t h e d e p l e t i o n o f t h e mine ( " d e p l e t i o n a l l o w a n c e " ) . 

By t h i s method , w h i c h i n v o l v e s d e p r e c i a t i n g t h e o r e a l s o , t h e a c c o u n t a b l e p r o f i t 

c o u l d : b e s u b s t a n t i a l l y r e d u c e d . 

I n summary, t h e p r o s p e c t s t h a t t h e S t a t e m i g h t o b t a i n a l l t h e s h o r t - . o r medium-

t e r m t a x r e v e n u e s f r o m t h e p o s s i b l e m a t e r i a l i z a t i o n o f i n v e s t m e n t s o n t h e p a r t o f 

t h e TNCs i n c o p p e r a p p e a r t o b e m e a g r e a n d r e m o t e . I n v t e r m s o f t h e i d e a o f " r e t u r n e d 

v a l u e " t h e p o l i c i e s i n f o r c e a p p e a r t o b e u n s a t i s f a c t o r y a l t e r n a t i v e s . T h i s 

c o n c l u s i o n i s ' e s p e c i a l l y v a l i d f o r p r o j e c t s wh i ch , a r e 100% c o n t r o l l e d b y T N C s , b u t 

i t i s a l s o e s s e n t i a l l y v a l i d i n t h e ; c a s e o f p r o j e c t s . i n w h i c h t h e S t a t e h a s e n t e r e d 

i n t o a c o r p o r a t i o n w i t h a TOO, r e s e r v i n g 49% o f t h e c o r p o r a t e c a p i t a l . I n t h e s e 

c a s e s , i n p r a c t i c e , ' the d e s c r i b e d ' m a c h i n e r y o f t h e f l i g h t o f s u r p l u s c a p i t a l 

c o n t i n u e s t o o p e r a t e i n t h e same' way a n d h e n c e , t o t h e e x t é n t t h a t t h e r e i s an 

a t t e m p t t o h i d e p r o f i t s , t h e S t a t e w i l l l o s e b o t h a s a t a x c o l l e c t o r a n d a s a 

member o f t h e c o r p o r a t i o n ' K o r é ó v e r , g i v e n t h e hegemony o f t h e l a i s s e z - f a i r e p o l i c y , 

i n p r a c t i c e i t w o u l d a l s o ' a p p e a r - i m p r o b a b l e t h a t t h e S t a t e , i n i t s r o l e a s p a r t n e r , 

w o u l d b e a b l e t o i n c r e a s e i t s c o n t r o l o v e r t h e i m p o r t a n t d e c i s i o n s a n d o v e r t h e 

p r o c e s s o f t r a n s f e r o f s u r p l u s e s a b r o a d . 

/The l a c k 
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The l a c k o f w i l l i n g n e s s t o n e g o t i a t e w i t h t h e TNCs seems t o b e r e f l e c t e d a l s o 

i n t h e way i n w h i c h t h e d e p o s i t s w e r e t r a n s f e r r e d f r o m t h e S t a t e t o t h e TNCs o r t o 

t h e j o i n t c o r p o r a t i o n s . I n t h e c a s e o f t h e s a l e o f D i s p u t a d a de L a s Condes t o 

E x x o n , i t i s o b v i o u s , f o r m a l l y s p e a k i n g , t h a t t h e S t a t e d i d n o t a c c e p t t h e r e q u e s t 

made by o t h e r TNCs t o p o s t p o n e t h e d a t e o f c l o s i n g o f t h e b i d d i n g a t a t i m e when 

o n l y Exxon h a d made an o f f e r . , 

One b a s i c p r o b l e m , among o t h e r s , i s t h e enormous d i f f e r e n c e b e t w e e n t h e 

r e s e r v e f i g u r e s o f f i c i a l l y d e a l t w i t h b e f o r e t h e b i d d i n g ( a l m o s t 700 t h o u s a n d t o n s 

o f r e f i n e d c o p p e r ) a n d t h e f i g u r e s w h i c h Exxon p u b l i s h e d a f t e r t h e b i d d i n g ( a r o u n d 

6 m i l l i o n t o n s o f r e f i n e d c o p p e r ) . 1 / T h i s i s i m p o r t a n t . f o r ; t h e way i n . w h i c h t h e 

d e p o s i t i s e v a l u a t e d , w h i c h i s t h e method b y w h i c h t h e S t a t e m a t e r i a l i z e s i t s 

c o n t r i b u t i o n t o t h e c o r p o r a t i o n . The p r o c e d u r e f o l l o w e d i s t h e f o l l o w i n g : t h e 

amount o f t h e i n v e s t m e n t r e q u i r e d i s e s t i m a t e d , a c e r t a i n a r b i t r a r y r a t i o o f 

i n d e b t e d n e s s t o e q u i t y c a p i t a l i s a s s u m e d , and i n a c c o r d a n c e w i t h t h i s t h e e q u i t y 

c a p i t a l i s o b t a i n e d f r o m t h e c o r p o r a t i o n . The m i n i n g d e p o s i t i s t h e n e v a l u a t e d 

a t 49% o f t h i s amount a n d w i t h t h i s t h e - S t a t e c o v e r s i t s c o n t r i b u t i o n t o t h e 

c o r p o r a t i o n . O b v i o u s l y , t h e v a l u e o f t h e d e p o s i t : r e s u l t s f r o m t h e c o m b i n a t i o n 

o f c e r t a i n components which ; do n o t n e c e s s a r i l y h a v e a n y t h i n g t o do w i t h t h e a c t u a l 

e conomic v a l u e o f t h e d e p o s i t . F o r e x a m p l e , ^ t h e Q u e b r a d a B l a n c a mine i s v a l u e d b y 

t h i s p r o c e d u r e a t 2 4 . 5 m i l l i o n d o l l a r s , f o r a r a t i o . o f i n d e b t e d n e s s t o e q u i t y 

c a p i t a l o f 9 : 1 . By u s i n g , a s i n t h e c a s e o f A n d a c o l l o , a r a t i o , o f 4 : 1 , t h e mine 

c o n t r i b u t e d b y t h e S t a t e w o u l d h a v e b e e n v a l u e d a t e x a c t l y d o u b l e . 

3 * A n t i c i p a t e d n o n - t a x r e v e n u e ' 

We h a v e a n t i c i p a t e d t h a t t h e S t a t u t e i n g e n e r a l , a n d t h e s i g n e d a g r e e m e n t s 

i n p a r t i c u l a r , w i l l p a y no a t t e n t i o n i n t o t h e r e t u r n s f r o m f o r e i n g i n v e s t m e n t , 

b e y o n d t a x r e v e n u e s . G i v e n t h i s f a c t , i t i s i m p r o b a b l e t o t h i n k t h a t t h e s e m i n i n g 

d e p o s i t s w i l l h a v e a s t i m u l a t i n g i m p a c t on t h e r e s t o f t h e C h i l e a n p r o d u c t i v e 

s y s t e m , a n d e v e n l e s s i n t h e c o n t e x t o f a n o p e n n e s s mode l w h i c h h a s b r o u g h t t a r i f f s 

t o a g e n e r a l p e r c e n t a g e o f a l m o s t 10%. 

<11/. F o r a d e t a i l e d a n a l y s i s o f t h e s a l e o f D i s p u t a d a t o E x x o n , s e e t h e a r t i c l e 
b y E r n e s t o T i r o n i v a n d J o r g e B a r r í a i n R e v i s t a M e n s a j e , A u g u s t 1978 . 

; I 
/The a n t i c i p a t e d 
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The a n t i c i p a t e d i m p a c t o n employment i s a l s o s m a l l , b e c a u s e o f t h e i n h e r e n t 

c h a r a c t e r i s t i c s o f t h i s t y p e o f e x p l o i t a t i o n . As an e x a m p l e , t h e i n v e s t m e n t w h i c h 

A n a c o n d a i s s t u d y i n g i n t h e Lo s P e l a m b r e s m i n e , w h i c h c o u l d amount t o a p p o x i m a t e l y 

800 m i l l i o n d o l l a r s , w o u l d g e n e r a t e o n l y a b o u t 1 000 j o b s d i r e c t l y . 1 / F o r e i g n 

i n v e s t m e n t s i n C h i l e a n c o p p e r c a n n o t b e s e e n e i t h e r a s a way o f t r a i n i n g l o c a l s t a f f 

n o r a s a way o f t r a n s f e r r i n g t e c h n o l o g y . V e r y much t h e c o n t r a r y , t o t h e e x t e n t t o 

w h i c h c o m p a n i e s s u c h a s E x x o n r e c r u i t á l a r g e p a r t o f t h e i r h i g h l y t r a i n e d t e c h n i c a l 

s t a f f f r o m among C0DELC0 e x e c u t i v e s , t h e - e f f e c t i s e x a c t l y the o p p o s i t e o f t h a t 

m a i n t a i n e d By t h e t h e o r y o f f o r e i g n i n v e s t m e n t . 

F i n a l l y , t h e most i m p o r t a n t e f f e c t s w h i c h u n d e r c u r r e n t p o l i c i e s c o u l d b e 

e x p e c t e d f r o m t h e s e i n v e s t m e n t s a r e t h e d i r e c t a n d i n d i r e c t t e m p o r a r y e f f e c t s on 

t h e m a t e r i a l i z a t i o n s t a g e s o f t h e i n v e é t m e n t s . 

U l t i m a t e l y , i t i s o b v i o u s t h a t C h i l e d o e s n o t r e q u i r e t h e TNCs t o g a i n a c c e s s 

t o i n t e r n a t i o n a l c o p p e r m a r k e t s o r t o i m p r o v e i t s m a r k e t i n g s y s t e m s . On t h e 

c o n t r a r y , CODELCO's m a r k e t p o w e r c o u l d b e a f f e c t e d t o softie e x t e n t b y t h e p o s s i b l e 

c o m p e t i t i o n o f C h i l e a n c o p p e r c o n t r o l l e d ' a n d m a r k e t e d b y TNCs:. T h i s d o e s n o t deny 

t h a t u n d e r c e r t a i n c o n d i t i o n s f o r e i g n i n v e s t m e n t c o u l d c o n t r i b u t e t o t h e e c o n o m i c 

g r o w t h o f c o u n t r i e s s u c h a s C h i l e . I t s i m p l y means t h a t t h e s e c o n d i t i o n s a r e n o t 

s o c l e a r i n t h e c a s e o f c o p p e r i n C h i l e , a n d t h a t t h e p r i c e w h i c h ' i s b e i n g p a i d i n 

o r d e r t o h a v e ' f o r e i g n i n v e s t m e n t w o u l d a p p e a r e x c e s s i v e l y and u n n e c e s s a r i l y h i g h . 

T h i s i s m a i n l y due n o t o n l y t o t h e f a c t t h a t C h i l e i s n o t l a c k i n g t e c h n i c a l 

a n d a d m i n i s t r a t i v e know-how b u t t h a t , v e r y much o n t h e c o n t r a r y , t h e TNCs s e e i n 

t h e e x i s t e n c e o f t e c h n i c a l e x p e r i e n c e a n d c a p a c i t y i n t h e c o u n t r y a r e a s o n t o come 

t o C h i l e . I n a d d i t i o n , i n c o n d i t i o n s o f w o r l d f i n a n c i a l o v e r l i q u i d i t y a n d t h e 

c o u n t r y ^ f i n a n c i a l o p e n n e s s , t h e c o n t r i b u t i o n o f c a p i t a l i s t o d a y a r e l a t i v e 

c o n t r i b u t i o n , w h i c h i s r e f l e c t e d i n t h e h i g h r a t e s o f i n d e b t e d n e s s i n c l u d e d i n some 

o f t h e p r o j e c t s a n a l y s e d . 

1/ I t s h o u l d a l s o b e r emembered t h a t some o f t h e s e d e p o s i t s a r e now b e i n g 
e x p l o i t e d b y s m a l l o r m e d i u m - s i z e d f i r m s w h i c h a r e c o n s i d e r a b l y more l a b o u r -
i n t e n s i v e t h a n the p r o j e c t s c u r r e n t l y b e i n g e v a l u a t e d b y t h e TNCs . T h i s c o u l d mean 
t h a t t h e n e t e f f e c t on emp loyment c o u l d e v e n b e n e g a t i v e . : S e e E l M e r c u r i o , 
22 J u n e 1 9 7 9 . 
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Tubie 1 

PRODUCTION OF PRIMARY COPPER, 1928-1979» LARGE-SCALE MINING AND WORLD TOTAL 

(Thousands of tons) 

Year 

Large-scale 

mining 
World Percent-

age Year 

Large-scale 

mining 
World Percent 

age Year 

A B A/B 

Year 

A B A/B 

1926 266.5 1 659.0 16.0 1954 323-0 2 857-0 11-3 
1929 290a 1 553.0 15.6 1955 391.1 3 126.0 12.5 
1930 196.7 1 537-0 12.8 1956 443.6 3 469-0 12-8 
1931 209.4 1 34?.0 15.6 1957 434-9 3 558.0 12-2 
1932 92.4 070,0 10.6 1958 3 451-0 12*1 

1933 151-0 998.o 15-1 1959 497»1 3 692.0 13.5 
1934 236-fl 1 247.0 19-0 I960 479.2 4 236.0 10*9 
1935 247.« 1 453-0 17.0 1961 481.2 4 382.0 11.0 

1936 231.9 1 G73.0 13-9 1962 510« 2 4 503.0 11.3 
1937 301.0 2 280.0 16.7 1963 507.4 4 608-0 11.0 
1938 322.6 2 010.1 16.0 1964 527.6 4 816.0 U.O 

1939 313.0 2 106.0 14.9 1965 478-5 5 080.0 9.4 
19̂ 0 333.4 2 365.0 14.1 1966 524.9 5 326-0 9.9 
19*1 443.0 2 500.0 17.7 1967 536.4 5 064.0 10.6 
19*2 463.6 2 661.0 17.4 1968 519.3 5 473.0 9.5 
19*3 473.9 2 690.O 17.6 1969 540.2 5 949.0 9-1 
19̂ 4 475-0 2 533.0 18.7 1970 540.6 6 370.0 8.5 
1945 451.1 2 181-0 20.7 1971 571-2 6 464-0 8.8 
1946 356.5 1 848.0 19-4 1972 592.6 7 060-0 8.4 
1947 408.3 2 229-0 18. 3 1973 615.3 7 529-0 8.2 
194« 424.8 2 322-0 18.3 1974 762.9 7 665.0 10.0 
1949 351.5 2 2Ó7.0 15.5 1975 682.3 7 344,0 9-3 
1950 344.9 2 525.0 13-7 1976 846.8 7 874-0 10.7 
1951 360.1 2 662»0 13.5 1977 896-2 8 029.0 11.1 

1952 373-8 2 765.0 13.5 1978 876-0 7 929.0 11.0 
1953 325.4 2 803.0 31.6 1979 914.0 7 950-0« 11.5 

Source» CODELCQ, El cobre chileno, 1975. 
- Statistical Yearbook, United Nations, .1948. 
- Metal statistics, Metellgesselschnft, 1936-1953. 
- fletal statistics, Wetn.Mgesselschoft, 1977. 



Table 2 
VALUE OF COPPER PRODUCTION OF URGE-SCALE MINING, ACCORDING TO COMPONENTS, 1927-1979 

(Millions of 1979 dollars) 

Annual 
Unit 

Tax 
Total Annual produc Piàçe Unit 

Tax surplus 
(F«G) 

sales tion - received cost 
revenue surplus 

(F«G) (E+H) (thou- (cents per (cents pe 
surplus 
(F«G) (E+H) 

sands pound) pound) 
of tons) 

pound) 

G H I J K L 

IS:? 130.8 
241.7 

310.4 
438.5 II:? m 

54.5 243.2 528.5 290 33.5 44.6 
17.5 110.4 285.7 197 68.5 40.4 
3.1 14.4 190-8 209 43.8 38.3 
8.5 (-38.5) 113.3 92 59.6 74.0 

29.9 16.7 144.4 151 43.0 58.3 
59.2 79.0 205.6 257 45.3 24.2 
26.4 37.1 231.0 248 41.8 50.0 
2?.8 IOO.9 237.0 232 50.5 26.6 
30.2 556.1 530.9 381 66.4 23.2 
56.5 215.1 431.4 522 56.5 30.8 
74.6 201.2 420.2 513 6I.0 31.7 
96.7 26S.5 495.5 333 65.2 50.9 

UQ.2 505.5 528.9 443 52.3 22.9 
173.1 525.1 543.4 464 50.9 21.5 
170.9 29I.2 518.4 474 49.3 21.7 
172.6 284.- 537.1 475 50.0 24.1 
147.1 228.2 460.4 451. 49.6 23.4 
II9.6 201.1 413.6 359 49.S 25.3 
177.S 285.5 492.9 4oa 6I.3 23.1 
220.3 359.0 595. s 425 62.3 25.3 
157.7 237.0 471.6 352 60.1 30.2 
208.0 295.0 477.4 345 60.5 24.0 
209.4 510.7 523.6 360 69.5 26.3 
594.0 4se.o 713.6 374 90.8 27.4 
284.0 513.0 555.1 325 93.5 53.1 
286.4 536.1 567.0 523 80.4 32.4 
482.4 625.4 865.3 391 104.0 30.2 
365.3 561.6 883.3 444 104.7 32.9 
185.4 278.4 669.6 435 68.7 40.3 
135.0 202.8 571.9 419 6O.7 40.0 
219.2 359.2 845.2 497 73.8 44.4 
217.7 535.7 853.7 479 75.3 49.1 
184.1 274.5 729.0 481 71.5 42.9 
2)5.9 311.1 308.9 510 73.8 44.3 
226.5 321.5 308.1 507 72.9 43.5 
293.2 407.9 910.3 528 78.2 43.2 
516.9 419.2 976.7 479 91.5 52.8 
513.4 699.7 1 298.5 525 112.8 51.7 
479.1 759.6 1 368.7 536 115.1 51.6 
457.0 742.6 1 452.0 519 118.9 62.0 
790.8 1 032.2 1 843.5 540 144.5 68.2 
626.8 770.9 1 624.0 541 128.5 71.5 
481.5 ¿»81.5 1 375.6 571 99.0 71.0 
273.4 273.4 1 334.4 592 93.3 71.3 
877.4 877.4 1 768.9 615 129.3 65.7 
506.6 506.6 2 371.9 763 129.3 105.3 
171.5 171.5 1 182.5 682 71.6 67.2 
489.2 489.2 1 630.6 854 76.2 60.9 
345.6 345.6 1 434.0 893 67.2 55.3 
419.4 419.4 1 421.8 87b 66.8 

1 033.8 1 033.8 2 071.0 910 34.2 51*7 

Year 
roreign 
excenai tures-

Expendi-
tures in 
Chile 

Inter 
est 

Deprecia 
lion ~~ 

Total ,costsN 
(A+B+C) 

Corporate 
liquid 
profits 

A 3 C D E F 

77.5 78.6 23.5 179.6 IO5.9 
30.4 91.3 • 25.1 196.3 201.0 

136.0 123.5 • 25.8 285.3 208.9 
22.9 123.7 26.7 175.3 92.9 
62.5 90.1 • 23.8 176.4 11.3 
36.4 38.9 24.8 150.1 (-45.3) 
78.4 24.3 • 25.0 127.7 (-13.2) 
70.5 30.6 25.7 126.6 39.3 
95.7 39.O 29.2 163.9 60.7 
66.4 46.5 • 23.2 136.1 73.1 
92.5 73.5 29.2 194.3 255.9 

101.3 36.2 30.3 213.3 156.6 
105. ̂  35.3 27.3 219.0 126.6 
103.5 93.7 • 29.7 227.0 171.3 
100.9 87.4 55.L 223.4 165.3 
39.4 102.7 28.2 220.3 150.0 
73.5 123.3 • 24.9 227.2 120.5 
95.5 127.7 29.5 252.7 111.3 
54.2 122.1 25.9 232.2 31.1 
53.4 35Ô 21.1 200.0 ai-5 
05.7 94.5 17.2 207.4 107.7 

io 3.a 116.5 16.5 236.3 138.7 
104.4 116.1 • 14.1 234.6 79-3 
71.2 98.2 13.0 182.4 37.0 
98.4 103.4 • 11.1 212.9 101.5 
96.6 114.9 • 14.1 225.ô 94.O 
34.7 123.8 6 9 a . 7 237.1 34.0 
77.1 121.3 7 5 25.0 230.9 49.7 
95.9 130.6 6 0 27.4 259.9 143.0 

109-7 172.4 5 1 34.5 321.7 198.3 
143.7 201.1 5 7 40.7 391.2 93.0 
135.7 187.2 3 5 42.7 369.1 67.3 
168.4 250.4 6 2 6I.0 436.0 140.0 
155.9 287.8 9 1 65.2 518.0 118.0 
125.1 284.5 3 0 36.9 454.5 90.4 
152.2 306.3 6 4 52.4 497.8 105.2 
139.9 273.6 4 6 68.3 486.6 

502.4 
95.0 

147.0 285.6 •z J 5 66.3 
486.6 
502.4 114.7 

140.4 336.3 2 9 77.4 557.5 102.3 
138.0 379.0 3 3 78.5 598.3 186.3 
142.2 418.7 3 3 44.9 609.I 260.5 
156.7 494.6 3 6 47.5 709.4 285.6 
162.1 579.1 24 3 45.8 811.3 241.4 
147.2 616.4 46 0 43.8 853.1 , 144.1 ... • • • • 894.1a/ -

• • • ... « • • 931. Cía/ -

• • » ... • • • • 891.5a/ -

• • • ... • • • • • 1 865.r -... • • 110.5 1 011.0 -

• • • ... 134.9 1 141.4 -
• • • ... • 131.6 1 088.4 -
• » • ... • • 142.0 1 002.4 -

• • • ... • • • • « 1 037.2 -

1927 
1928 
1929 
1930 
1951 
1952 
1955 
193* 
1935 
1956 
1957 
:95e 
1959 
1940 
1941 
19^2 
19W 
1944 
1945 
1946 
19̂ 7 
1943 1949 
1950 
1951 
1952 
1955 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1965 1964 
1965 
1966 
1967 1968 
1969 
1970 
1971 
1972 
1975 
1974 
1975 
1976 
197? 
1978 
1979 

— No. 157, Senate, 1969t El cobre en el desarrollo nacional, CEFLAN, !<//4, »¿morías anuales i9yj , corporación aei uobre ana m cobre cniieno, 
Corporación del Cobre, 

?or the years 1971. 1972 and 1973» the accountable figures for costs had to be corrected in order to eliminate the distortion arising from the applica-
tion of an unrealistic exchange rate which overvalued the peso and thus arti f icial ly inflated the level of costs measured in dollars. For this cor-
rection, an estimate has been used which was made by CODELCO in 1975 and which recalculated some basic figures, taking^mto account the effective de-
valuation of the peso? See th£' prices of copper, El cobre chileno, 1975, chapter IX. 
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Table 3 

FISCAL FINANCING AND INCOME FROM COPPER 

(Millions of 1979 dollars) 

Total fiscal 
Tax revenues income Fiscal 

Year Tax revenues 
excluding Exchange Copper (including income Percentage 

Year Tax revenues 
copper tnxes tnxes surpluses copper) from (F/E) 

(A+B+C+D) oopper 
(A) (B) (c) (D) . - ^ j F ) s uiii 1 ìiiwTK̂ UFTY-y- ~ ' * (G) 

1929 513-2 513.2 6.7 
1932 211*4 211.4 4.0 
1935 452.2 17-8 470.0 2D« 4 5.6 
1940 567-4 27.4 594.8 

642*2 
96.7 16.3 

1941 593-0 49.2 
594.8 
642*2 140.2 21.8 

19,l2 529-6 56.0 585.6 173.1 29.6 
1943 601.3 e?.4 670.7 170.9 25.5 
1944 605.7 71-9 677.4 172.6 25.5 
1945 685.7 69.O 754.7 147.1 19.5 
13% 656.4 53.6 710.0 II9.6 16.8 
19-'*? 715-7 62-8 778.5 177-8 22,8 
1948 885.0 81.9 966.9 220.3 22*8 
3949 809.0 79.6 888.6 157.7 17.7 
1950 720.4 86.4 814.8 208-0 25.5 
1951 881.0 78.1 959-1 209-4 21.8 
1952 920-6 112.9 1 033-7 394-4 38.2 
1953 900.1 104-3 1 004.4 284-0 28.3 
1954 902.4 89.1 991.5 286.4 28.9 
1955 969.8 61.4 1 031-2 432.4 46.9 

1 019.I 29-6 1 048.7 363.3 34.6 
1957 1 034.9 - 1 034.9 1-35-4 17.9 
lci'3Ö 1 018.2 - 1 018.2 135.0 15.3 
1959 1 121.6 _ 1 121.6 219.2 19.5 
I960 1 286.1 - 1 206.1 217.7 16.9 
1961 1 422.9 - 1 422.9 184.1 12.9 
1962 1 534.6 - 1 534.6 205.9" 13.4 
1965 1 466.6 16.1 1 482.7 226.5 15.3 
1964 1 471.3 46.6 1 517-9 293-2 19.3 
1965 1 862.4 0 24.8 1 887.2 316.9 16.8 
19% 2 277-5 10.8 2 288.3 513-4 22.4 
1#7 2 474.2 2 474.2 47̂ -1 19.4 
1968 2 640-9 2 640,9 457.0 17.3 
I969 2 665.3 2 865.3 790.8 27.6 
1970 3 243-5 3 243-5 626.8 19-3 
1971 2 463.0 481.5 2 544.5 481.5 16.4 
1972 2 198.5 273.4 2 471.9 27?»4 11.1 
1973 2 292.6 377-4 3 170.0 877.4 27.7 
1974 2 408-1 506.6 2 914.7 506.6 17.4 
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Tabio »» 

INTERNATIONAL PRICES OF COPPER, 1935-1979 

(Cent? per pound) 

Ye»r In termiti mini price in 
dollars of" finch yonr 

Price in 1979 
dollars 

1935 8.6 49-3 
1936 9-5 53-9 
1957 13.2 70.1 
1936 10.0 58.3 
1939 11-0 65.1 
19«t0 11.3 66.8 
19̂ 1 11.8 61.7 
19*2 11.8 54-6 
19*9 11.8 52.2 
1944 11.8 51.7 
1945 11.8 50-9 
1946 13.8 52.1 
W 21.0 64.6 
19A8 52.0 62.5 
19̂ 9 19.2 57.4 
1950 21.2 61.1 
19» 62.5 
1952 34.2 64.2 
1953 26.8 77.6 
1954 JU3 84.1 
1955 117.6 
1956 41.1 J.06.7 
1957 27.4 €9.2 
1950 24.8 61-7 
1959 29.8 74-0 
19GO 30.9 76-6 
1961 28-7 71.4 
196S 29-4 73.0 
196? 29« 3 72.9 
1964 44.0 109.3 
I960 58.7 143.2 
1966 €9-1 I65-O 
1967 51-2 120.5 
1966 55.9 128-5 
19Ö9 66.3 146-5 
1970 63.0 134-3 
1971 49.2 101-7 
1972 48.5 95-8 
1975 00.0 141-1 
1974 93-1 137-0 

56.1 75.5 
1976 64.1 82.4 
1977 59-4 72.0 
1978 61*8 €0-5 
1979 90.O 90.0 

Note« The series nf international prices corresponda to the "Americnn Producers" prices 
between 1935 rmd 1953 und the "settlrarient" price of thp. London Metals Exchange 
between 195'' rmd I979. 



Figure 1 

( THE LARGE-SCÀLS ÇOFPER MINING INDUSTRI IM CHILE, 1927-1979 
En cents per pouncl_, 1979 dollars) 
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Graph 2 

INTERNATIONAL PRICES OF CQPP2R, 1940-1979 
(in cents per pound, 1979 dollars) 

Base, 1940-1953: American Producers*price 
1959-1979: Settlement price, London Metals Exchange 

79 years 



- 143 -

BIBLIOGRAPHY • " 

ALIAGA I . 5 I g n a c i o , La economía de C h i l e y l a i n d u s t r i a d e l c o b r e , S a n t i a g o , 1946. 

BP jOWN , L e s t e r , " T h e - G l o b a l P o l i t i c s o f R e s o u r c e S c a r c i t y " , O v e r s e a s Deve l opment 
C o u n c i l , Deve lopment P a p e r , N o . 1 7 , 1974 . 

CARDOSO* F e r n a n d o , A m e r i c a L a t i n a : E l P e n s a m i e n t o de l a CEPAL, S a n t i a g o , 
E d . U n i v e r s i t a r i a , 1969. 

CENTRO DE ESTUDIOS DE PLANIF ICACION NACIONAL ( C E P L A N ) , E l c o b r e en e l d e s a r r o l l o 
n a c i o n a l 3 S a n t i a g o , 1974 . 

COMISION ECONOMICA PARA AMERICA LATINA ( C E P A L ) , A n t e c e d e n t e s s o b r e e l d e s a r r o l l o de 
l a economía c h i l e n a , 1 9 2 5 - 1 9 5 2 , S a n t i a g o , 1954 . 

CORPORACION DEL COBRE DE CHILE , E l c o b r e c h i l e n o , S a n t i a g o , May 19 75 . 

CORPORACION DEL COBRE DE CHILE,, Memorias a n u a l e s de l a g r a n m i n e r í a d e l c o b r e , 
1975 -1979 . 

FFRENCH-DAVIS, R i c a r d o , P o l í t i c a s e c o n ó m i c a s en C h i l e , 1 9 5 2 - 1 9 7 0 , S a n t i a g o , 1973. 

FFRENCH-DAVIS> R i c a r d o and T I R O N I , E r n e s t o , E l c o b r e en e l d e s a r r o l l o n a c i o n a l , 
C I E P L A N , . 1 9 7 4 . 

FORTIN, C a r l o s , "The S t a t e , MNCs a n d N a t u r a l R e s o u r c e s i n L a t i n A m e r i c a " i n 
IDS B u l l e t i n , . , . J u l y 19 77 , v o l . 9 , N o . 1 . 

FORTIN, C a r l o s ' , " ^ N a t i o n a l i s m a n d Dependence i n N a t u r a l R e s o u r c e s " , p r e l i m i n a r y 
v e r s i o n o f c h a p t e r 1 o f The I n t e r n a t i o n a l P o l i t i c s o f N a t i o n a l i z a t i o n : The 
Cese o f C h i l e a n C o p p e r . 

GIRVAN, Norman, Coppe r i n C h i l e : A S t u d y o f C o n f l i c t b e t w e e n C o r p o r a t e and 
N a t i o n a l Econorny, I n s t i t u t e o f S o c i a l a n d Economic R e s e a r c h , U n i v e r s i t y o f 
t h e West I n d i e s , J a m a i c a , 1972 . 

GIRVAN, Norman, " C o r p o r a t e I m p e r i a l i s m " , C o n f l i c t and E x p r o p r i a t i o n , New Y o r k : 
S h a r p e I n c . , , 1976 . . _ 

INSTITUTO DE ECONOMIA, U n i v e r s i t y o f C h i l e , E l d e s a r r o l l o e conómico de C h i l e 
1 9 4 0 - 1 9 5 6 , S a n t i a g o , 1956 . 
La e co^os i i a de C h i l e en e l p e r í o d o 1 9 5 0 - 1 5 6 3 , S a n t i a g o , 1 9 6 3 . 

JARAMILLO, M a r c o , La econor r i a d e l c o b r e ( T h e s i s ) , S a n t i a g o , 19$5._ 

KENNECOTT COPPER CORPORATION, C o n f i s c a t i o n o f E l T e n i e n t e , Supp l ement ( 1 9 7 1 ) , 
Supp lement N o . 2 ( 1 9 7 . 2 ) , Supp l ement N o . 3 ( 1 9 7 2 ) , Supp l ement N o , . 4 - ( 1 9 7 3 ) . 

/LAHERA, feugenio, 



- 144 -

LAHERA, E u g e n i o , P u b l i c P o l i c i e s and F o r e i g n I n v e s t m e n t i n L a t i n A m e r i c a : The 
C a s e s o f A r g e n t i n a a n d C h i l e , P h . D . , T h e s i s , P r i n c e t o n U n i v e r s i t y , 1979 . 

MARMALAKIS, Markos a n d REYNOLDS, C l a r k , E s s a y s on t h e C h i l e a n Economy, Y a l e 
U n i v e r s i t y , 1965 . . . . 

Mc KERN, R . B . , T r a n s n a t i o n a l C o r p o r a t i o n s i n t h e C o p p e r I n d u s t r y o f S o u t h e a s t 
A s i a (CTC/ESCAP/PEC10, 1 9 7 9 ) . 

MIKESELL, Raymond, F o r e i g n I n v e s t m e n t i n t h e P e t r o l e u m a n d M i n e r a l I n d u s t r i e s , 
B a l t i m o r e , R e s o u r c e s i n t h e F u t u r e , I n c . , 1 9 7 1 . 

MORAN, T h e o d o r e , The M u l t i n a t i o n a l C o r p o r a t i o n s a n d t h e P o l i t i c s o f D e v e l o p m e n t ; 
The Case o f C o p p e r i n C h i l e , 1 9 4 5 - 1 9 7 0 . 

MURRAY, R o b i n , 'The I n t e r n a t i o n a l i z a t i o n o f C a p i t a l and t h e N a t i o n - S t a t e , ; , 
New L e f t R e v i e w , N o . 6 7 , 1 9 7 1 . 

N0V0A, E d u a r d o , La b a t a l l a p o r e l c o b r e , S a n t i a g o : Q u i m a n t u , 1972 . 

0RREG0, F r a n c i s c o , KSome I n t e r n a t i o n a l Law P r o b l e m s R o s e d by t h e N a t i o n a l i z a t i o n o f 
t h e C o p p e r I n d u s t r y b y C h i l e " , i n O r r e g o ^ F . , e d . , C h i l e : The B a l a n c e d V i e w , 

. S a n t i a g o , U n i v e r s i t y ^ o f C h i l e , 1975 . 

PETRAS, J ames , " E s t a d o s U n i d o s y e l Nuevo E q u i l i b r i o e n A m e r i c a L a t i n a ' : , E s t u d i o s 
I n t e r n a c i o n a l e s , Y e a r 2 , N o . 4 ( 1 9 6 9 ) . 

PETRAS, J a m e s , " N a c i o n a l i z a c i ó n , c a m b i o s o c i o - e c o n ó m i c o y p a r t i c i p a c i ó n p o p u l a d 
b a j o e l G o b i e r n o de l a Uh i d a d P o p u l a r e n C h i l e " 7 , E s t u d i o s A n d i n o s , N o . 9 , 
1973 . 

SEIDMAN, Ann ( e d . ) . N a t u r a l R e s o u r c e s a n d N a t i o n a l W e l f a r e : t h e Case o f C o p p e r , 
New Y o r k : P r a e g e r P u b l i s h e r s , 1975 . 

SENADO DE CHILE , O f i c i n a de I n f o r m a c i o n e s , " A n t e c e d e n t e s e c o n ó m i c o s y e s t a d í s t i c o s 
r e l a c i o n a d o s con l a g r a n m i n e r í a d e l c o b r e " , B o l e t í n de I n f o r m a c i ó n E c o n ó m i c a , 
N o . 1 5 7 , S a n t i a g o , 1969 . 

SUNKEL, O s v a l d o , ; f Cambios e s t r u c t u r a l e s , e s t r a t e g i a s de d e s a r r o l l o y p l a n i f i c a c i ó n 
en C h i l e ( 1 9 3 8 - 1 9 6 9 ) ' ' , C u a d e r n o s de l a r e a l i d a d n a c i o n a l , No . 4 3 1970 . 

T I R O N I , E r n e s t o . " P l a n i f i c a c i ó n e c o n ó m i c a e n l a s e m p r e s a s d e l c o b r e n a c i ó n a i i z a d a s " , 
Documentos CEPLAN, N o . 2 4 , 1973 . 

TOMIC, B l a s , " C o n d i c i o n e s h i s t ó r i c a s d e l r e g i m e n m i l i t a r ; ' , R e v i s t a M e n s a j e , 
S a n t i a g o , N o . 2 8 7 , M a r c h - A p r i l 1980 . 

VERA V . , M a r i o , L a p o l í t i c a e c o n ó m i c a d e l c o b r e e n C h i l e , S a n t i a g o , 1961 . 

V I G I O L O , C a r l o s , " I n v e r s i ó n E x t r a n j e r a en l a M i n e r í a C h i l e n a , : , i n R e v i s t a A n á l i s i s , 
N o . 8 , O c t o b e r 1978 . 



í 
\ 
f 

y 

h 



I 

I 

1 


