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FEATURED Q&A

Will Chile Move to
Nationalize Lithium
and Copper Mines?

fou ™ = =

The committee that is to draft a new Chilean Constitution is considering mine nationalizations.
Formal sessions of the constitutional convention began Tuesday in the Chamber of Deputies of
the former National Congress building. // File Photo: Chilean Government.

The committee in charge of drafting a new constitution for

Chile on Feb. 1 approved a proposal that could pave the

way to the nationalization of some of the country’s largest

copper and lithium mines. The proposal would still need the
support of two-thirds of the full constitutional convention in order to
become part of the draft constitution that will be put before voters later
this year. How likely is it that a nationalization of Chilean copper and
lithium mines will become part of the referendum and ultimately part of
the constitution? What would such nationalizations mean for Chile and
its economy? What is the status and likelihood of passage of other pro-
posals of the constitutional convention, such as the proposal to convert
the country’s Congress into a unicameral body?

Sergio Bitar, nonresident senior fellow at the Inter-American
Dialogue and former Chilean minister of mining, education
and public works: “Neither the proposal for the national-
ization of natural resources nor that of a radical change in
political institutions will be part of the draft of the new Chilean Constitu-
tion. One cause for the uproar is the working method of the constitutional
convention. It allows for the announcement of radical proposals, which
are amplified in the media, even though they have no chance of reaching
the required two-thirds majority. The plenary vote has now begun, and
doubts will be cleared up. Will big agreements be possible? Will there be
a sufficient number of convention members—103 out of 154—capable of
converging instead of fragmenting and complying with what the people
have ordered? That is the great dilemma of Chile today. As for the propos-

Continued on page 3

TODAY'S NEWS

POLITICAL

Ex-Honduran
President Arrested
on Drug Charges

Former Honduran President Juan
Orlando Hernandez was arrested
Tuesday following an extradition
request from the United States.
Herndndez is accused of taking
bribes to protect drug traffickers,
which he denies.
Page 2

ECONOMIC

Guyana’s Ali Vows
to Develop Oil for
Residents’ Benefit

Guyanese President Irfaan Ali
said the country has the right to
develop its oil for the benefit of its
residents.

Page 3
POLITICAL
Argentina’s
President Testifies
in Case of VP

Argentine President Alberto
Fernandez defended his vice
president, Cristina Fernandez de
Kirchner, who stands accused of
funneling money for a highway
project to a company linked

to a family friend during her
presidency.

/
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Ferndndez // File Photo: Facebook
Page of Alberto Fernandez.
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POLITICAL NEWS

Former Honduran
President Hernandez
Arrested at Home

Honduran authorities on Tuesday arrested for-
mer Honduran President Juan Orlando Hernén-
dez following an extradition request from the
United States on drug-related charges. Police
officers shackled Hernandez's hands and feet,
outfitted him with a bulletproof vest and led
him out of his home shortly after 2 p.m., La

U.S. authorities
accuse Hernandez
of participating in a
“violent drug-trafficking
conspiracy.”

Tribuna reported. On Monday night, police

had surrounded his home in an upscale gated
community in Tegucigalpa. Early Tuesday, the
former president released an audio recording
via Twitter saying it was “not an easy moment”
and vowing to cooperate with authorities. The
U.S. extradition request accuses him of partici-
pating in a “violent drug-trafficking conspiracy”
that has transported 500 tons of cocaine from
Colombia and Venezuela through Honduras

to the United States, The New York Times
reported. The request also accuses Hernandez
of pocketing millions of dollars in bribes from
drug traffickers in exchange for protecting
them from prosecution and facilitating the drug
shipments, the newspaper reported. Hernandez
is expected to appear in court today. In the
past, he has repeatedly denied wrongdoing.
Hernandez is not charged with any crimes in
Honduras, and it is unclear whether he will

be extradited to the United States. Honduras'
Supreme Court is expected to decide on the ex-
tradition request. On Tuesday, a Supreme Court
judge who is aligned with the former presi-
dent’s party and who has a history of absolving
people accused in corruption cases was named

to hear Hernandez's case, Gabriela Castellanos,
the head of Honduras’ National Anti-Corruption
Council, an independent group created by the
country’s Congress, told The New York Times.
In a Q&A published Jan. 27, the day current
President Xiomara Castro succeeded Hernén-
dez as president, Christine Wade, professor of
political science and international studies at
Washington College in Chestertown, Md., told
the Advisor that the new president’s biggest
challenge is fighting corruption and drug
trafficking. “Criminal networks are so deeply
rooted in state institutions that dismantling
them will take years and significant internation-
al support,” she said.

Argentina’s
Fernandez Testifies
on Behalf of VP

Argentine President Alberto Ferndndez testified
in a Buenos Aires court Tuesday to defend
former president and current Vice President
Cristina Fernandez de Kirchner, the Associat-
ed Press reported. President Fernandez was
called by his vice president’s defense team
given his role as her cabinet chief during her
first presidential term, the Buenos Aires Times
reported. Fernandez de Kirchner is being
accused of funneling money for a provincial
highway project arbitrarily to a company linked
to a family friend while she was president,
from 2007 to 2015. During his remarks in court,
Ferndndez said that it was “impossible” for

the crime to have occurred, the AP reported.
“There was definitely no arbitrary distribution,
which is really very difficult to do because all
the provinces fight for their share,” he said, the
Buenos Aires Times reported. Fernandez could
have offered a written testimony to defend his
vice president, but he chose to testify in person
as a sign of unity during a time where they
have both publicly disagreed about negotia-
tions with the International Monetary Fund, the
newspaper reported. The charges allege that
the vice president—along with other former
officials—had been taking part in the criminal
plan to direct approximately $400 million in
public funds since 2003, when her late husbhand

NEWS BRIEFS

Cuban Courts Impose
20-Year Sentences for
Protesters in Holguin

Courts in Cuba’s eastern Holguin province have
sentenced 20 people accused of participating
in anti-government protests last year to prison
terms of as long as 20 years, the Associated
Press reported Tuesday, citing activists and
relatives of the defendants. Hundreds of other
detained protesters still await verdicts follow-
ing trials in other parts of Cuba.

Venezuelan Central Bank’s
Gold Reserves Drop to
Lowest Level in 50 Years

The gold reserves of the Venezuelan central
bank dropped seven metric tons in 2021 to 79
metric tons, their lowest level in 50 years, Re-
uters reported, citing financial statements the
central bank published Tuesday. Venezuela's
government has used gold stored at the central
bank to shore up the country’s finances during
its extended social and economic crisis. The
reserves’ value through December 2021 was
$4.56 billion, $493 million less than at the end
of 2020, Reuters reported. Authorities have not
provided details on the gold's destination.

IMF Sees 4.3% Growth
for Jamaica This Year as
Covid Still Presents Risks

The International Monetary Fund, or IMF, said
Tuesday that it predicts Jamaica's economy
will grow 4.3 percent this year, lower than its
forecast for 2021 of 4.7 percent. In a state-
ment, the IMF cited economic risks including
renewed Covid-19 waves in Jamaica, which
could disrupt tourism, trade and capital flows,
as well as global inflationary pressures. IMF ex-
ecutive directors said that in the near-term, the
priority is to protect the lives and livelihoods
of the Jamaican people, while maintaining
macroeconomic stability.
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Néstor Kirchner was in office, the AP reported.
Ferndndez de Kirchner has denied wrongdoing.

Guyana’s Ali Vows
to Develop Oil Sector
for Residents’ Benefit

Guyanese President Irfaan Ali on Tuesday
defended the South American country’s right to
develop its oil industry for its residents, adding
that local goods and services requirements do
not have the purpose of blocking foreign in-
vestments, Reuters reported. In recent months,
international producers have discovered more
than 10 billion barrels of recoverable oil and

Ali // Photo: Facebook Page of Irfaan Ali.

gas off Guyana's coast. Given the new discov-
eries and the foreign interest in Guyana as an
exporter, there have been increased calls on
Ali's administration to ensure tangible benefits
for Guayanese citizens, the wire service report-
ed. Ali said at the International Energy Confer-
ence & Expo that Guyana welcomes investors.
He added, “Local growth and increased pro-
ductivity must be built into the system to bring
benefit to the people,” Reuters reported. In a
Feb. 4 Q&A in the Dialogue’s biweekly Energy
Advisor, Riyad Insanally, a former ambassador
of Guyana to the United States, said Brazil is
seeking cooperation with the country in part
because it is eying “a quicker trade route to the
Atlantic via Guyana.” Guyana’s small population
means “development plans will only make
sense if [it] can access the much larger Brazil-
ian market,” he said.

FEATURED Q&A / Continued from page 1

al to nationalize mining, it has no political or
economic viability. A nationalization would
imply enormous amounts to pay that nobody
has calculated. Chile exported close to $50
billion worth of copper in 2021 and, with the
future price prospects for global electrifica-
tion in the face of climate change, the values
of copper companies are enormous. The
best policy is to increase tax revenues from
mining (royalties) and create new value and
diversify to new products in order to allocate
those incomes to social and technological
priorities. The path is to advance in green
copper, increase productivity to compensate
for lower ore grades, develop solar energy,
renovate smelters, produce green hydrogen,
process lithium and desalinate seawater in
the face of the great water crisis. The path
is not a nationalization policy of the 20th
century, but rather a strategy for the 21st
century of scientific, ecological, digital and
educational progress and greater surpluses
for Chile.”

Thea Riofrancos, associate
professor of political science
at Providence College: “Chile’s
debate over mining is unfolding
at the intersection of four processes: the
election of Gabriel Boric, a leader in the
2011-13 student protests; the constitutional
convention rewriting the dictatorship-era
constitution; growing global demand for two
of the country's exports, copper and lithium,
both with vital roles in the energy transition;
and an intensifying climate crisis. In this
context, convention delegates—a majority of
whom are on the left of the spectrum, and
many with ties to feminist, Indigenous and
environmental movements—are considering
reforms to transform resource governance.
One approach is to expand the state’s role
in mining sectors. It's worth noting that
nationalization has a long history in Chile
and has crossed partisan divides: while it
was democratic socialist Salvador Allende
(1970-1973) who completed the process of
copper nationalization in 1971, right-wing

dictator Augusto Pinochet established
Codelco, the state-owned copper company—
and the world’s largest—in 1976. Meanwhile,
the idea of a state-owned lithium company
was proposed under the center-left Michele
Bachelet government, is a plank in Boric's
platform and is supported by leftist parties
and unions. A state-owned company could
ensure that Chileans benefit from the global
‘lithium boom’'—but it would also need to
confront the legacy of environmental and
social harm in the country’s ‘sacrifice zones.’
Convention delegates are considering adopt-
ing a 'rights of nature’ framework, modeled
on Ecuador’s 2008 Constitution, to rebalance
the relationship between economic activity
and the environment, as well as recognizing
Indigenous peoples’ rights to prior consulta-
tion, which could give communities a voice
in resource governance.”

Kathleen C. Barclay, former
president of the American
Chamber of Commerce in
Chile: “Many initial proposals
have been approved, including nationalizing
mining, exiting trade agreements and inval-
idating certain project approvals, as well as
proposals on water rights. The economic
and social consequences of these mea-
sures are such that they are unlikely to be
approved by the required two-thirds majority
in the full convention. Also of concern is the
discussion regarding the political system
and the independence of economic institu-
tions including the central bank. A unicamer-
al legislature combined with strong regional
decentralization could open the door for
further political fragmentation and the rise
over time of authoritarian leadership. While
there is general acceptance of the impor-
tance of independent economic institutions,
there is a strong movement to increase
political control over them. Lack of clarity in
the second instance will increase uncertain-
ty levels. There is a long way to go before
there is a clear picture of the shape of the
new constitution: approval of measures
Continued on page 4
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FEATURED Q&A / Continued from page 3

by the full constitutional convention, the
harmonization process, the referendum and
implementing legislation, which will follow.
Expect an extended period of uncertainty.
The key will be for the convention and the
government in the process of developing
implementing legislation to find the right
balance between more responsiveness to
social/environmental needs and required
certainty to stimulate investment and create
jobs for the Chilean people. If this balance is
successfully achieved, Chile has the oppor-
tunity to become stronger with a social and
economic system sustainable for the future.
Unfortunately, at this point the balance does
not appear to fully consider the economic
and social risks for the Chilean people.”

Mariano Machado, senior
Americas analyst at Verisk
Maplecroft: “Less than 150
days from the deadline, Chile’s
constitutional convention remains mired by
horizontal power relations and faction-driven
priorities. Procedural and technical prob-
lems, especially for the most contentious
proposals, mean finishing the task on time
is nigh on impossible. Chief among them
is the proposed nationalization of copper,
lithium and other strategic assets. Although
the motion was approved at the commission
level, the vote was neck-and-neck (11-8).
This outcome suggests the proposal is
far from securing the two-thirds majority
required to pass the plenary; a rejection
would send it back to the commission. If the
plenary strikes it down twice, the proposal is
dismissed altogether, which raises concerns
about matters on which there is consensus
but may fall through the cracks of this pro-
cess—with an equally disruptive outcome.
Disagreement on the substance is indeed
a major hurdle. Much like other initiatives
nearing expropriation, we expect the industry
to respond with immediate demands for
compensation, including potential exposure
of the incoming government to numerous,
drawn-out international legal cases. For
example, estimates about compensation

should water rights return to the state (an-
other ongoing discussion) put the bill at $20
billion. The back-and-forth will continue until
the end of June when voters need to see a
text they will eventually vote on in a referen-
dum. This is the milestone for businesses
to assess the potential impacts lying ahead.
The key risk is that radical proposals can

be as disruptive as wishy-washy wording, a
byproduct of political fragmentation.”

Nelson Altamirano, professor of

economics in the Department

of Finance, Economics and Ac-

counting at National University:
“There will be a reform for the mining sector
because there is an agreement in Chilean
society that large multinational copper
companies are not paying their fair share.
There is a generalized agreement that, for
instance, the current royalty of 40 percent on
profits is too low and more copper refine-
ment inside the country is needed. However,
these changes will come the Chilean way. In
the Chilean way, Allende’s nationalization of
the copper industry in the 1970s was a con-
tinuation of a process that started 50 years
before, not a communist madness. Pinochet
reversed all nationalizations except in min-
ing, and Codelco became an efficient and
profitable state-owned enterprise contrary
to the cases in other developing countries.
Codelco became the largest copper firm in
the world by the 1990s. Re-privatization did
not touch Coldelco, and Chilean copper out-
put multiplied by four or five times in the last
20 years. The institutions around the mining
industry, private and governmental, are so
solid in Chile that regulatory changes do not
kill the goose that lays golden eggs. The
proposal to nationalize all private copper
mining has zero chance of being approved
by two-thirds of the constitutional conven-
tion. A constitutional reform to increase
refinement operations by large private cop-
per mines, the reaffirmation that the state
owns lithium resources and the creation of
a national lithium firm have high changes of
being approved.”
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