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{ \O ABSTRACT

/\,)\ THE POLITICAL ECONOMY OF COPPER

By

William John Barclay, Jr.

The multinational corporation provides both the theo-
retical and organizational focus of this study. The partic-
ular case examined is the political economy of the United
States copper industry and the place of Chile and Chilean
copper within this political economy. It is the multina-
tional corporation which is both the dominant form of metro-
Pole capital and the key linkage mechanism between metropole
and hinterland in the capitalist world political economy.
Thus, the structuring of the amount, forms, and usage' of
both actual ang potential economic surplus in the hinter-
land ang the dynamics of surplus value accumulation in the
metropole reflect the interests and priorities of the multi-
national,

The use of the political economy of copper as a case
Sty brings together three larger issues: (1) the theoret-
leal implications of the differing meanings of the concepts
°f economic surplus and surplus value, the core concepts of
"€0-Marxian and Marxian theory, respectively; (2) the prob-

lem of the nature of the relationship between multinational
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William John Barclay, Jr.
capital and the metropole state which has been forged during
the last half century; and (3) the question of the dynamics
of colonialism and neo-colonialism in the contemporary world.
The three parts of this study are organized around these
three issues as they are illuminated through the political
economy of copper.

The methodology most compatible with a study of politi-
cal economy and with the particular problem investigated
here is that of historical-documentary methods. This meth-
odology requires the use of a multiplicity of primary and
secondary source materials. The information gathered from
these materials is sifted and organized through a conceptual
framework to produce a reconstitution and interpretation of

the political economy of copper during the last several

decades,
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This essay is dedicated to those who have been murdered
by the Chilean counterrevolution. May their brothers and

sisters succeed in the struggle for socialism and democracy.
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INTRODUCTION AND SUMMARY OF FINDINGS

The theoretical focus of my dissertation is the linkages
between an advanced capitalist metropole and an underdevel-
oping capitalist hinterland. I see the multinational corpor-
ation, the dominant organizational form of capital in the
contemporary world, as the crucial linkage mechanism. The
internationalization of capital through the framework of the
multinational corporation structures the amount, forms, and
usage of both actual and potential surplus in the hinterland
and the dynamics of surplus value accumulation in the fnetro—
pole. The particular case I am examining is the political
economy of the United States copper industry and the place
of Chile and Chilean copper in this political economy.

In terms of my own interests, this study flows from four
larger concerns: First, a commitment to the analysis of the
changing nature of colonialism and neo-colonialism, both
international and ir'mternal. Here the multinational corpor-
ation is a key factor in shaping the neo-colonial system of
class ang strata, defining the course and limits of dependent
Capitalist development. Second, a concern with the emergence
°f the multinational corporation as the core institution of
Monopoly capitalism and the new relationship between capital
and the metropole state forged during the last half century.
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2
To comprehend the structure and functioning of the capital-
ist world political economy requires an analysis not only of
the priorities and interests of the multinational corpora-
tion but also of the manner in which these priorities and
interests interact with the functions of the state. Third,
an effort to elaborate the differing meanings and implica-
tions of the Marxian concept of surplus value and the neo-
Marxian notion of economic surplus. These distinct, yet
complementary, concepts are at the cores of their respective
paradigms. In a nutshell, surplus value provides insight
into the imperative of accumulation and thus the relation-
ship between capital and the metropole state. Economic sur-
Plus illuminates the contradiction between that which is and
that which could be produced in hinterland political economies
penetrated by metropole based multinationals. (These con-
ceptions are developed at length in Chapter One.)

Finally, and most importantly, these intellectual com-
mitments are rooted in my opposition to the vast social and
economic inequalities which are such a marked feature of the
capitalist world political economy. In fact, as this study
rques, inequality is inherent in the very functioning of
this system. I believe that these inequalities are pro-
found1y damaging to the free development of individual and
Societal potential in both metropole and hinterland alike.
Thus, my theoretical concerns for understanding the world
How from ang acquire meaning because of my commitment to

Change that world. Without that commitment to change, my
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theoretical labor would risk becoming mere scholastic exer-
cise. In turn, my theoretical work both informs and inspires

my commitment to change.

I

The previous paragraphs were written in retrospect, as
a summary of this essay after it had been substantially com-
pleted. I did not, of course, begin this project with such
a coherent and well-ordered conception of where I was going
and the questions I wanted to ask. Instead, like all such
projects, this one grew, each part evolving out of what I
had done before. In the following pages I will attempt to
outline the evolution of my thinking, moving from my initial
interest in and support for the Chilean struggle to cdnstruct
a socialist society to my eventual focus on the role of the
multinational corporation in the international political eco-
nomy of copper. After this summary of my personal develop-
ment, the remainder of this chapter is divided into two
Parts. First I present the organization of the essay as a
whole, outlining the questions and problems with which each
°f the following chapters is concerned. Then I discuss the
Methodology and the sources of data which are involved in a
Project of this nature.

Given my opposition to the inegalitarian structure of
‘@pital as a world system, it was only natural that my sym-
Pathies and hopes were kindled by the election of Salvador

Allende to the Chilean presidency in September of 1970. Of






course, I was also skeptical. There is, after all, a long
history of the failure of the electoral route to socialism
in Western Europe and the distorted face of socialist society
in Eastern Europe and the Soviet Union. And then there was
alvays the overwhelming counterrevolutionary presence of the
United States in the Western Hemisphere. Nonetheless, I
hoped that Chile might represent.a new break at the weakest
link in the capitalist chain (see Hobsbawm, 1971 for a simi-
lar suggestion). Most importantly, the creation of a so-
cialist society in Chile would have significance far beyond
one corner of the Latin American continent.

Chilean history does, of course, have its unique fea-
tures: The political structure is almost a paradigm case of
the 1link between class and political party; Chilean dehocracy
has shown greater stability, fewer instances of military
intervention, and greater continuity than other Latin Ameri-
can nations; Culturally Chile has always been influenced
less by the U.S. and more by West Europe than much of the
remainder of the continent (Petras, 1970:chapters 1 and 9;
Pike, 1963:chapter 1l; Silvert, 1965:chapters 6 and 8). The
structural parallels with other dependent political economies
are at least as significant, however. Like much of the rest
of Spanish America, Chile had passed from a Spanish colony
to a British dependency in the nineteenth century. By World
War I the United States had replaced Britain for Chile as
for most of the rest of the area (Griffin, 1969:chapter 1).

Throughout these decades, it was Chilean mineral wealth--
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nitrate owned by the British and copper owned by the U.S.--
that was the key to Chilean dependency. It is this relation-
ship, revolving around mineral exports under the control of
metropole based multinationals, which gives the Chilean ex-
periment such significance for other hinterland nations.
(See Girvan, 1970 for a discussion of this relationship in
Latin America.)

The gathering conflict between capitalist metropoles
and hinterlands over control, development, and use of raw
materials may well be the defining fact of the capitalist
world political economy during the last quarter of the
twentieth century. The United States, Western Europe, and
Japan have relied on increasing imports of petroleum and raw
materials to sustain economic prosperity; these same méte-
rials now dominate the export earnings of hinterland nations.
Copper ranks high at both the export and import end of this
list (Barraclough, 1975; Jalee, 1969:chapters 1, 3, 5 and 6;
. Mikesall, 1971b). At least until the 1970's, almost all of
these resources were controlled by foreign capital. The
direct private foreign investment of U.S. multinationals
gave that nation more than 50 percent of this foreign owner-
ship (Mikesall, 1971b:3-6, 13). Thus, the multinational
corporation in general, and U.S. multinationals in particular,
are at the center of this conflict. The struggle over world
resources highlights the operations of the multinational
corporation, its relationship with the metropole state, and

its impact on hinterland societies. What happens to Chile
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6
and Chilean copper has implications which go to the roots
of the present world gap between the rich and the poor. As
I came to see the Chilean situation in this context, I nec-
essarily shifted by vision to the two U.S. multinational
corporations which have been the decisive factors in Chilean
copper since the first decade of the twentieth century,
Anaconda Company and Kennecott Copper Corporation.

The conflict between Chile and the U.S. multinationals
is not only a case study of the world conflict between rich
and poor over raw materials, however. The outcome of the
conflict is also crucial for the success or failure of
Chilean plans for development, where development means not
simply a growing GNP but rather "the happy coincidence of
structural change and improvement in the human condition"
(Johnson, 1972:273). The high labor productivity of the
U.S. owned copper mines in Chile, the substantial proportion
of Chilean state revenues drawn from taxation on copper, the
potential forward and backward linkages of the industry, and
the essential role that earnings from the export of copper
play in financing the import of capital goods make copper an
important source of the surplus that Chile must mobilize for
successful development (Girvan, 1972 provides a discussion
which underlines the significance of copper for Chilean de-
velopment). Here the relationship between Chile and the U.S.
multinational corporations parallels not only other copper
exporting hinterland nations but the raw material exporting

countries of the third world in general. Thus, from this
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perspective also my attention was directed towards the U.S.
based copper multinationals.

At this point then, I had settled on the study of the
two copper multinationals, Anaconda and Kennecott, as the
organizing focus of my project. I saw that these firms, and
multinational capital in general, had two functions. They
served both as the key linkage between metropole and hinter-
land nations and as a major influence in the creation and
reproduction of dependent capitalist political economies
internal to the latter countries. The impact of the multi-
national corporation on hinterland political economies is a
mlti-faceted one: market fragmentation, regional inequal-
ities and political conflict, incorporation of some social
strata and marginalization of others, etc. (Meeropol, 1972;
Sunkel, 1973) . I needed a conceptual framework within which
to analyze these disparate strands. Here I turned to the
works of Paul Baran (1957; 1966; 1969) and particularly to
his conceptions of actual and potential economic surplus.

The central problem which the multinational corporation pre-
sents to the hinterland political economy is the contradic-
tion between the forces of production set in motion by the
mltinational and the relations of production inherent in the
internationalization of capital. Baran's economic surplus,
vhich emphasizes both how the total social product is used
and the gap between what is produced and that which could be

produced seems the best way to approach these issues.
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at first I thought that this formulation of my project
was complete, that the study of the U.S. copper multination-

als and theilr penetration and restructuring of the Chilean

political economy was sufficient. However, as I worked on

the project in this form I became increasingly dissatisfied.
It was impossible to fully comprehend the functioning of the
multinationals at the general level--the drive towards diver-
sification, the struggles around the potential of underseas
mining, the parameters within which investment decisions
were made--without asking about the political economy of
U.S. copper and the functioning of the U.S. state. Nor was
it even possible to adequately analyze the actions of the
multinationals in Chile--decisions on the expansion or cur-
tailment of production, resistence to Chilean demands for
the domestic fabrication of copper, where Chilean copper fit

in the multinationals picture of the world--without asking

similar questions. After all, I was arguing that the multi-

national corporation was a linkage mechanism. What the
multinationals link together are hinterland political eco-
nomies and metropolé political economies. I needed to under-
stand the dynamics of the latter. 1I soon discovered that an
analysis of the functions of the metropole state was central
to this task and that it was only through this analysis that
I could understand the relationship between capital and the
metropole state, both abroad and within the geographical
boundaries of the metropole. 1In short, I had made two

further discoveries: that the study of imperialism and the
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study of dependency complement each other (see Bodenheimer,

1971; Dos Santos, 1971; and Girvan, 1973 on this point) and

that the Study of either is rooted in an investigation of

the metropole political economy.

The central problem for multinational capital is growth,
expansion. This is simply shorthand for saying that the
sipreme imperative for capital remains what it was in Marx's

day, the accumulation of surplus value. His commandment to

the nineteenth century entrepreneur, "accumulate, accumulate,
that is Moses and the prophets," is etched on the minds of
the managers and directors of the multinational corporation.
What has changed and changed decisevely since Marx wrote,
however, is the role of the metropole state in this impera-

tive. It was already clear to me that the metropole state

was not simply a disinterested observer when metropole cap-

ital ventured abroad. As I studied the development of the

U.S. copper industry--expansion, efforts at price stabili-
zation, the growing significance of planned research and
development--it was obvious that the laissez faire state was
a thing of the past in the functioning of the metropole
political economy as well. Neither the state nor big capital
could be understood in isolation for each was dependent on
the other.

If I was not content with the liberal theory of the state
as referee, the independent enforcer of the neutral rules of
the game, neither was I happy with the model, which many

Marxists use, of the state as servant of the capitalist class
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(Wolfe, 1974) . The reality of the political economy of
copper was more complex than either of these theories sug-
gests. It was at this point that I first read James

0'Connor's The Fiscal Crisis of the State (0'Connor, 1974).

¥hile his project was quite different from my own, I saw al-
most immediately that the framework he developed for compre-
hending the contradictory tasks facing the state in the
metropole political economies was what I needed for an anal-
ysis of the relationship between the state and big copper.
The first function of the state, to aid in the imperative of
capital accumulation, manifests itself in state social capi-
tal expenditures, state outlays which reproduce or create
the conditions necessary for profitable capital accumulation.
The other, contradictory, function of the metropole st'ate is
legitimation, mitigating the social costs of accumulation--
regional. inequalities, pollution, conflict with hinterland
nations over the control of raw materials. These state out-
lays O'Connor labels social expenses. Within this framework
the interests of the metropole state and multinational capi-
tal, while interdependent, are not identical. Each must be
seen as distinct actors with potentially divergent assess-
ments of the long and short term interests of industry, class,
and nation.

Perhaps the best way of summarizing the evolution of
this project is by suggesting a comparison between my focus
on and conception of the multinational corporation in the

capitalist world political economy and Max Weber's discussion
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of the medieval city (Weber, 1958:65-89). He saw the city
of that era not simply as an economic marketplace but also
as a locus of political power which attempted to restructure
the political economy of the hinterland. Flows of people,
goods, and money were organized in a manner that furthered
the growth and development of the city, particularly the
rising merchant class whose power and existence were rooted
in that growth. The multinational corporation is also best
understood as both a political and an economic organization,
for its economic actions are also political decisions (see
Engler, 1961:3ff and Tanzer, 1970:20ff for a similar argu-
ment). It too restructures the political economies of the
regions it penetrates, subordinating their rhythms to its
own and its expansion nourishes the power of an emerging in-
ternational corporate class.

The parallels can be extended at least one step further.
The new merchant class of the medieval cities faced a dual
threat. On the one hand were the demands of the subordinated
urban and rural classes for a different version of social
order, demands which often produced revolutionary upheavals
and which were occasionally, although only temporarily,
realized. On the other hand, the city soon appeared as an
insufficient political economic base for the full develop-
ment of capital (Hibbert, 1965:208-228; Weber, 1958). Simi-
larly, the multinational corporation is faced with demands
for a new order from hinterland peoples and discontent with-

in the metropole population. The new international ruling
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12
class rooted in the organizational structure of international
capital is already suggesting that the world of nation states
is an artificial restriction on the further development of
capital. 1In fact, the more articulate members of this elite
have made the parallel with the medieval merchants explicit
(Weissman, 1973). The medieval urban merchants finally
transcended the limits and threat of the medieval city
through the creation of the modern nation state. Whether
the new multinational bourgeoisie will be so fortunate re-
mains an open question (see Hymer, 1972a for an insightful
discussion of the contradictions besetting the development

of the multinational corporation).

II1

The remaining eight chapters of this study are divided
into three parts which are organized around the differing
sets of questions through which my thinking progressed.
Chapter One, which comprises the entirety of Part One, lays
the theoretical foundations for the succeeding chapters.
Here I develop and contrast the conceptual framework implied
in the concepts of surplus value and economic surplus. Part
T™wo, containing Chapters Two through Five, is concerned with
the nature of the metropolitan political economy of copper:
the patterns of uneven development by industry and region
within the metropole; the shifting relationship between
multinational capital and the metropole state; the conflicts

and coalitions between multinational capital, local and
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regional capltal, ang state agencies. 1In Chapters Six

through Eight, which comprise Part Three, I turn to an anal-
ysis of the copper multinationals, Anaconda and Kennecott,
and the political economy of Chilean dependency: the forms

in vhich the actual and potential surplus of the Chilean

political economy of copper appear; the mechanisms by which
the corporate organization of multinational capital appro-
priates and redirects that surplus; the ties between indig-

enous classes, interests, the Chilean state, and the con-

tinued existence (and expansion) of copper production under

the aegis of multinational capital. This organization of

my project reverses the chronological development of my own

thought, beginning with the political economy of the metro-
pole rather than that of the hinterland. As I suggested

previously, this is necessarily the case: dependent politi-
cal economies can be understood only within the larger con-
text of the expansion of metropole based capital and the
emergence of a capitalist world political economy.

Within this general framework, each individual chapter
is directed towards a particular problem and attempts to
answer several questions. Chapter One has a two-fold pur-
pose. On the one hand, as mentioned above, it provides the
theoretical underpinnings for the remainder of the study.

On the other hand, I consider it a small contribution in the
collective effort to create an alternative paradigm within
the social sciences, a paradigm which builds upon the poten-

tial of Marxian social theory (Blackburn, 1973; Review of
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Radical Political Economics, 1971). Thus the chapter both
stands on its own but also raises several issues explored in
the following chapters. These two functions are brought to-
gether through a consideration of the following questions:
(1) What are the contrasts and continuities between Marxian
and neo-Marxian theory? and (2) What facets of advanced cap-
italism do the two perspectives illuminate? Of course nei-
ther of these questions can be treated exhaustively within
such a limited space. Rather I have approached both ques-
tions through an extensive theoretical discussion of central
concepts: surplus value in the case of classical Marxism
and economic surplus for neo-Marxian theory.

Here I will simply sketch my answers to these two ques-
tions (see also Barclay and Stengel, 1975). The centrél
continuity between surplus value and economic surplus is, as
might be expected, that both are critical concepts. That is
to say that each strips away the veil of appearances woven
by everyday life and reveals the anatomy of the social order.
They do so in quite different ways, however. First, there
is a marked contrast in the level of historical generality
at which the conceptual net is cast. Surplus value is
specific to capitalism as a mode of production. Both actual
and potential economic surplus are applicable to a wide vari-
ety of social formations. From this contrast flows a second
one. While both concepts illuminate contradictions within
capitalist society, these are contradictions of a distinct

nature. Surplus value points to the social relationships of
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class and class struggle while economic surplus asks about
the pace and social rationality of economic growth. Thus,
the two concepts and the two paradigms focus on distinct
aspects of advanced capitalism. Each of these contradictions
is crucial to my focus on the multinational corporation as
the dominant organizational form of capital. Surplus value,
because it focuses on the social relationships of class, pro-
vides a grasp on the imperative of capital accumulation.
Three paths to the accumulation of capital exist, each of
which involves the multinational corporation and the metro-
pole state in a structured interdependence. Economic sur-
plus, because it inquires of the nature and direction of
societal growth (or lack of growth), provides a framework
for analyzing the multinational corporation as the linkage
between metropole and hinterland and as the major determinant
of hinterland underdevelopment. Thus, the two conceptions
are complementary; neither can absorb the other. This com-
plementarity probably arises from the differing roots of
classical Marxism and neo-Marxian thought: class conflict
and social change in the heartland of capitalism in the
first instance and a critique of the U.S. empire in the
second case.

Chapter Two, which introduces Part Two, is concerned
with three separate questions, my answers to which are in-
terwoven throughout Chapters Three through Five. While this
means that the chapter is perhaps the least integrated of

the study, all of the questions are within a broader problem:
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the structure of the metropolitan political economy and what
is the place of the copper multinationals within this struc-
ture. This problem is approached by way of the following
questions: (1) What is the nature and roots of the sectoral
divisions within the U.S. political economy? (2) What is
the structure of the copper industry in terms of these sec-
toral divisions and what intersectoral patterns are demon-
strated by the industry? and (3) What is the relationship
between capital, both that of the monopoly and competitive
sectors, and the metropole state? Thus, this chapter moves
through successive approximations to provide a model for
analyzing the copper multinationals and the metropolitan
political economy.

In answering each of these questions, I have relied on
the framework provided by O'Connor (1974; see also Franklin
and Resnick, 1973 and Fusfeld, 1968) and the work of the
revisionist historians on the development of the political
economy of modern liberalism (cf Kolko, 1963; Radosh and
Rothbard, 1972; Weinstein and Eakins, 1970; Weinstein, 1968;
and Williams, 1966). Thus, I suggest that O'Connor's monop-
oly competitive sectoral division is rooted not in technology
but in the law of uneven development and the resulting social
relations of production. While competitive and monopoly
capital have a long term shared interest in the preservation
and expansion of capital as a system, their unequal partner-
ship in that system is the basis for several real conflicts

over the short term. A study of the copper industry within
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this framework reveals an additional facet of the monopoly/
competitive sectoral division: instead of running only be-
tween industries, it actually interpenetrates an industry
such as copper. (This provides further support for the argu-
ment that the sectoral divisions are social, not technolog-
ical.) Thus many of the inter-sectoral contrasts--vertical
integration/functional specialization, expansion/marginali-
zation, secular deterioration of wages--are internal to an
industry such as copper. Anaconda and Kennecott are, of
course, part of the monopoly sector within the industry.
However, their world and their political concerns also in-
volve numerous small producers. At both the general level
of the U.S. political economy and at the specific level of
the copper industry, then, a major role of the metropoie
state is as the mediator of conflicts between different
groups of capitalists in the interest of the capitalist
class as a whole. The metropole state has, therefore, a
hegemonic function, solving the problem of legitimacy.
Equally important is the state's role in capital accumula-
tion. Gabriel Kolko's conception of political capitalism
(1963) encapsulates these two functions, the relationship
between the state as instrument and structure and expansion
of capital.

"It is not enough to construct an abstract model and
provide an explanation of how it operates; it is just as
important to demonstrate the explanatory effectiveness of

such a model as applied to historical realities" (Furtado,
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1964:1). This is the task I undertake in Chapters Three
through Five. Here the histories of Anaconda and Kennecott
during the three decades 1944-1973 provide the empirical
test for the model of state and capital constructed in Chap-
ter Two which focuses upon the imperative of capital accum-
ulation. While these chapters consider the copper industry
as a test case for the model in general, I am particularly
concerned with several questions which are implicit or ex-
plicit within the model. Each is also the focus of a wider
debate among social analysts. How do the divergent interests
of monopoly and competitive sector capital manifest them-
selves within a particular industry and within the state as
structure? How are these interests mediated by policies
which enable the state to fulfill the contradictory fuﬁc-
tions of capital accumulation and legitimation? Does the
metropole state itself develop any interests which diverge
from those of monopoly capital, i.e., how does the state as
structure differ from the state as servant of the capitalist
class? How are conflicts between monopoly capital and the
underlying population mediated by the state and how do state
agencies structure the demands for regulation within the
needs of the regulated? What relationship revails between
the metropole state and monopoly capital when the latter
goes "offshore" and how does this differ from the relation-
ship within the metropolitan political economy? To shed
light on these questions I have focused on five issues: The

setting of the rules of the game (the state as instrument);
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the politics of Stockpiling and the ideology of national

security; the efforts of big copper to externalize the dis-
economies of inter-industry uneven development through di-
versification; the social costs of capital accumulation by
big copper; and the management of foreign relations--involve-
ment of the metropole state in the interaction between Chile
and the copper multinationals. At this point it becomes
necessary to shift attention away from the nature of the
multinational corporation and the metropolitan political
economy towards the political economy of Chilean dependency.
This is the topic of Part Three.

Part Three is introduced by Chapter Six which explores
the roots of Chilean dependency and covers the period from
independence to the arrival of the copper multinationals in
the years prior to WWI. The problem of the roots of depen-
dency in hinterland political economies extends considerably
beyond the Chilean case, however, and the debate over this
issue is intense. Three general positions can be distin-
guished (Dos Santos, 1971; Meeropol, 1972; Mikesall, 1971a).
The dominant school of thought has laid primary emphasis on
the social structure of hinterland societies in explaining
"underdevelopment." In opposition to this view, others have
stressed external factors. More recently, a third school of
thought has synthesized these positions, linking the develop-
ment of the national social structure to the evolution of
the world capitalist political economy. In my discussion of

Chile as a case study of dependency, I have developed this
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third position, through the following three questions: (1)
#hat vere the 1limits on Chilean development which flowed
fron the colonial export oriented political economy? Spe-
cifically, what were the roles of mining interests, the
state, and the Chilean middle sectors in pre-twentieth cen-
tury dependency? (2) How did the arrival of the copper
mltinationals in the first decade and a half of the
twentieth century both build upon and modify the nineteenth
century political economy of dependency? This question asks
about the nature of Chile's insertion into the emerging cap-
italist world market. (3) What was the basis for the pene-
tration and dominance of foreign capital--technology, or-
ganization, or financing? This question is central to the
debate over the world gap in economic development and the
role of foreign capital in lessening or maintaining that
gap.

In answering each of these questions it is necessary to
bring together: (1) historical material on the Chilean
class structure; (2) a discussion of the international divi-
sion of labor produced by the metropole revolution in physics
and chemistry during the last third of the nineteenth cen-
tury; and (3) theoretical work on the interaction between
foreign enclaves and national political economies. Thus I
suggest that even in the late nineteenth century, a period
during which Chile appeared to be a rapidly developing soci-
ety, Chilean class structure contained the roots of depen-

dency. Furthermore the dependent relationship involved not
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only the interests and priorities of the propertied classes
but also the emerging middle sectors whose base was in com-
merce and the state. Chile's reincorporation as a primary
producer in the twentieth century capitalist world political
economy by the copper multinatiocnals consolidated a pattern
established earlier in the British owned nitrate production.
At the same time, however, copper as tha mechanism of depen-
dency meant increased specialization and reliance upon a .
single commodity and on the industrial prosperity of a single
metropole nation. Further, the Chilean productive stricture
was now geared towards demand in a high technclogy societyv
and thus output could not easily be shifted to other markets
if Chile attembted to cut the ties of dependency. Lastly,
the success of the copper multinationals was not based upon
either superior innovative or risk taking ability, but
rather upon access to financing on a scale available only
in a major metropole. It was this which made possible the
large scale mining of known deposits with known technology.

Chapters Seven and Eight attempt to answer, for the
Chilean case, a question that has been extensively debated
but seldom analyzed in a systematic, empirical manner: what
have been the costs to dependent political economies of pene-
tration by foreign capital? It is here that the concepts of
actual and potential economic surplus provide the most in-
sight in ordering the limited statistical and descriptive
material available. While these chapters focus on Chile as

a case study, I place the evidence from this particular case
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vithin the larger patterns of multinational corporate appro-
priation and control over economic surplus (for differing
perspectives on the multinational corporation see Girvan,
1970; Hymexr, 1972a; Magdoff, 1969; Penrose, 1971; and

vernon, 1971) . Thus the questions I ask concerning the re-

lationship between Anaconda and Kennecott on the one hand,
and the Chilean political economy on the other, have much
vider implications. What are the major mechanisms by which
the mltinational corporation appropriates actual economic
surplus and what are the forms of potential economic surplus
lost to a dependent political economy such as Chile? Since
the multinational corporation is the modern parallel to
Weber's medieval city, how is the appropriation of actual
economic surpl<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>