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Preface
____________________________________________________________

In a novel about the life of the Roman Emperor Hadrian, Marguerite
Yourcenar explains that she had at her service three means to evaluate
human existence: “the study of myself, that is the most difficult and
dangerous, but also the most prolific of the methods; the observation of
man, whom almost always succeed in hiding their secrets or making us
believe that they have them; and the books, with the particular perspective
mistakes that spring from between their lines.”1 Even if my business is not
writing novels, but the academic work, I have much in common with
Yourcenar with regard to the difficulties of understanding the complexity
of the human mind. Taking her advice as guidelines, I will start by
following her first recommendation.

The ideas developed in this study initially came out of a discussion I
had with some Uruguayans who complained about the bad economic
development of the country (a common topic among Uruguayans). The
leading chorus in that discussion was how everything just turned wrong
and that the country lacked a good government for decades. To emphasise
this point, they did what many experts, scholars or politicians currently do
namely, comparing with Chile. Emphasising the argument on Uruguay’s
inability to transform, they noted that even the Uruguayan military with all
its power were unable to put the country on the path of growth. In Chile,
on the contrary, General Augusto Pinochet’s regime was successful in
transforming the country into a ‘model’ for the rest of the continent. Along
this line of thinking then, in Chile, something good came out in spite of the
violent breakdown of democratic institutions. An argument that I couldn’t
easily accept and it became one of the elements that determined the nature
of my research work over the last years. Initially, my research interest
mainly focused on analysing the Chilean development. I was curious about
the underlying reasons for those ‘changes’ that everybody mentioned. To
my mind, there was the question whether Chile really represents a model
for other countries? Can we really talk of a Chilean recipe for
development?

With these questions toying in my mind, I arrived in Santiago in 1997.
One of the things that caught my attention in Chile was the strong presence
of the private sector representatives in the media. It was not only a matter

                                                          
1 Yourcenar, 1995:23.
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of image as I observed in the predominance of liberal market outlook in
public debate – something that is not evident in other Latin American
countries, particularly Uruguay. This fact strongly contrasted with what I
knew about the Chilean society prior to the military regime, when the State
played the leading role in industrial and social policies. It struck me at this
point that a closer analysis on the role of the Chilean private sector and its
interaction with the State could provide a clue to understand what
happened in Chile during the last couple of decades. Consequently, I
started studying one of the private sector associations that featured
frequently the public debate, namely, the Sociedad de Fomento Fabril
(SFF).2 There were of course other very important organisations, as the
landowners’ associations SNA (Sociedad Nacional de Agricultura) but I
found that the empresarios3 around the SFF made the most interesting
change since the pre-military period. From being subservient and
dependant on the State (both ideologically and in practice), they turned to
see themselves as pillars of the Chilean ‘success story’, as champions of
the free market ideal, and as guardian of ‘entrepreneurial values’. A
change that was not only related to a new policy-orientation and image, but
also to the fact that the private sector economic groups have become much
stronger than before.

My investigations took an academic form in an essay about the
interaction between Chilean industrials and the State during the 1990s.
Using Douglass C. North’s institutional approach, I tried to understand the
interaction between State and the industrialists.4 The study showed that
there were evident changes in Chile but many of the issues were not new
to that country. Notwithstanding the fact that there was a great deal of
substance underlying the changes in the Chilean economy and society,
there was also a whole deal of mythology about them. Particularly with
regard to the exaggerated role of ‘neo-liberalism’ as the basis of the
Chilean model (an argument stressed by both the right and left wing
observers). I noticed that, among the industrialists, many cultural
institutions appeared to be inconsistent with the pro laissez-faire discourse.
I further observed that the Chilean State was still strong in the 1990s and
maintained the tradition of playing a central role in development policies,
desarrollistas, Marxist or neo-liberal. This may appear strange for many
since ‘globalisation’ is usually associated with markets, economic
liberalisation and a reduced role of the State. Moreover, I found that there
are important cultural clashes between empresarios and ‘globalisation’,

                                                          
2 In English, Society for Factory Development.
3 Spanish word for entrepreneur.
4 Rivarola, 1997.
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which may also sound strange considering their strong pro-globalisation
‘modernising’ position.

The analysis of these inconsistencies took me beyond a transaction cost
perspective, since such an analysis makes it difficult to bring out the
different cultural institutions that influence individuals and organisations. I
found it necessary to give a different meaning to concepts such as
institution, organisation, and power, than what was given by North and
other transaction cost researchers. Hence, I choose to study institutional
change from a ‘social-constructivist’ point of view where institutional
analysis acquired a much broader meaning than just ‘economic’ or
‘coercive’. From this perspective, institutions are not seen as merely
property rights but also as macro structures with global influence. My
interest shifted then towards the study of the global institutions in which
local organisations are embedded, seeking the homogenising patterns of
the macro and the heterogenising patterns of the micro. By doing so, I
wanted to see the Chilean process as embedded in a broader context that
would help me understand many of the institutional particularities and
conflicts of that society.

But what about Uruguay? Introducing a macro institutional perspective
makes it interesting to compare two cases in order to enhance our
understanding of the wider global changes as well as highlighting the
particularities of different cultural environments. In a way, I returned to
my earlier inquiry on the different developments in Uruguay and Chile.
There was definitely something new in the 1990s that differentiated Chile
and Uruguay, or to paraphrase Joseph Heller, “something happened”. A
‘something’ that changed the historical perception of these two countries
as being similar in the regional context.5 Both had stable democratic
institutions, a stable party system, early efforts to encourage
industrialisation, and relatively advanced social welfare policies (even if
Uruguay was probably much more successful than Chile during the first
half of the 20th century with respect to the social welfare). Moreover, both
countries ended democratic rule almost at the same time (in 1973).
Notwithstanding these similarities, by the mid-1990s (after the military
regimes), Chile was constantly moving towards new horizons in different
areas, while in Uruguay much remained the same as before, or worse. The
reason for such distinct developments is certainly a puzzling issue.

To analyse the institutional changes in each case, I decided to
incorporate in the study the Uruguayan equivalent of the SFF, the Cámara

                                                          
5 Region here refers broadly to Latin America. But region, in the case of Chile and

Uruguay could be even more limited if we speak of the (sub-region) Southern Cone
region. This regional form includes Argentina, Brazil, Chile, Uruguay and Paraguay.
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de Industrias del Uruguay (CIU).6 Both organisations will be use as
mirrors of institutional change. My hope is that they may give us some
further understanding how homogenising institutions confront, adapt or
remix to the local particularities of each environment. I further emphasise
that in an age of globalisation the analysis of micro (local) level
institutions is extremely important since they are the sources from which
the global institutional environment is enriched. But more importantly, I
see them as the very sources of new and alternative forms of power. All
human structures try in vain to be self-centred. It implies that they first try
to resist (even violently) to what is regarded as an outside aggression, but
they generally do come to terms and re-organise around what could still be
regarded as an inimical force. I therefore concur with René Girard, who
inspired by Jacques Derrida, pointed out that “de-centring is another theme
of our time.”7

Notwithstanding the inspiration from different disciplines, my work
belongs to the discipline of Economic History (an academic field where
culture, economics, and history are merged in the same analysis). This has
coloured my view of institutions that, in this study, contain a historical
perspective through which I search for three main elements. First, the
‘continuous institutions’, that is, those which conform to the historical
identity of the unit of analysis. Second, I will search for those institutions
that are incorporated along the historical process and that may clash or live
in symbiosis with the historical ones. Finally, I try to discover the new
institutional patterns in those the institutions that have emerged through
the interaction or clash with the traditional ones. There are different
conceptual tools that may be used to sketch a process of change. I prefer
the Hegelian/Marxist way of describing change in terms of thesis,
antithesis and synthesis8 that, in this case, refers to cultural clashes rather
than class struggle.

In sum, through this study, I expect to find answers at different levels.
At the micro level (here referring to the Chilean and Uruguayan
institutional environments), the objective will be to throw some light on
continuity and change (as well as the paradoxes) in each case. Whereas, at
the macro level (the regional and global environments), I will analyse the
spread of global institutions that I will refer to as ‘World-culture’. That is,
a package of institutions that I assume to be increasingly powerful sources
of legitimacy at the local level. I say increasingly since many of these
institutions are actually not new but have gained strong presence in the
                                                          
6 In English, Uruguayan Chamber of Industries.
7 Girard, 1992:40.
8 I must confess that I was inspired to sketch in this way by an article written by Kishore

Mahbubani (Mabhubani, 2002a).
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1990s. Following this view, elements such as the role of the ‘nation-state’,
‘globalisation’, ‘organisation’ and ‘region’ become key concepts that are
part of the analysis. Yet, the bottom line is the issue of power and change.
I am aware that the two industrial associations provide only a limited
picture. But knowledge is made up of a myriad of small pictures, and all of
them matter.

The introductory chapter starts by outlining the structural perspective
that is the point of reference from which I intend to analyse the two cases.
It starts with the objective of giving a broader context of the study and then
turns to a deeper explanation of its links to the micro level.





INTRODUCTION
____________________________________________________________

No rational argument will have a rational
effect on a man who does not want to adopt
a rational attitude.  Thus a comprehensive
rationalism is untenable

Karl Popper1

A lot of literature is emerging today on global markets, global finance
or global entities. Indeed, the word ‘global’ has been broadly used in the
titles of many essays. There are thus researchers who contend that, even if
it is true that new universal and homogenising institutions are becoming
more influential, these are not interpreted differently in varied cultural
settings. This view has carried a growing concern in linking macro and
micro processes.2 That is, in understanding how global processes influence
shifts in the self-understanding and behaviour of the actors existing within
a particular cultural framework.3 But an interaction between the local and
global institutions may also encourage a process of diversity due to the
persistence of traditional values.4

My intention is to concentrate on the analysis of new kinds of
institutions that emerged during the post-war period in the form of a
World-culture, providing new social identities along which individuals
rationally organise to pursue their interests.5 World-culture affects
organisations by diffusing universalistic and rational models of economic
organisation, environment, justice or human rights.6 With regard to culture
as global, I rely on the explanation given by the organisational theorists
John Boli and Georg M. Thomas who present two arguments. Firstly, the
World-culture concept refers to definitions, principles, and purposes as
cognitively constructed in similar ways throughout the world. Secondly, it
is held to be applicable everywhere in the world, acquiring then a universal
character. The typical agents for spreading these models are States or

                                                          
1 In Miller, 1985:35
2 Dunning, 1999.
3 Boli & Thomas, 1999:300.
4 Biggart & Guillen, 1999 and Inglehart & Baker, 2000.
5 Boli & Thomas, 1999:17.
6 Meyer et al, 1997:148.
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International organisations (IOs) such as International Governmental
Organisations (IGOs), International Non-Governmental Organisations
(INGOs) and even Transnational Companies (TNCs).7 But to say agent is
not enough.

With the creation of the United Nations (UN) and the Bretton Woods
institutions (World Bank and the International Monetary Fund, IMF) in
1945, unprecedented quantities of IOs were established.8 They wield
authority by joining moral and rational elements into universal standards,
leaving few places in the world untouched. Around them, a plethora of
organisations were created to develop new forms of global standardisation
models, educational forms, collective identities, labels, and procedures,
organisational forms and values.9 These have, in turn, been interwoven to
other forms of IGOs and INGOs creating a growing non-national arena,
which is intrinsic with the World-cultural institutional package. Hence, I
will argue that during the post-war period, there has been an important
shift in the global institutional environment, where global institutions have
increased their influence over local institutions. Note that when I speak
about ‘shift’, I refer to the emergence of new sources of institutional
legitimacy, which is the key point from which I intend to analyse the
process of institutional change. But this process is not free from conflicts.
Albeit the word ‘conflict’ often acquires a negative connotation in the
West,10 it is also true that the reification of World-culture is enhanced by
the very contestations that challenge it.11 These contestations may come
from the micro level, to which I will now turn.

In this study, micro level is the nation-state that is a western concept. It
is linked to elements such as the creation of impersonal administrative
power, the emergence of administrative orders, administrative
concentration through the expansion of surveillance, the spread of
capitalism, and to (I want to emphasise this) the link with an international
system of nation-states that is the basis on which the nation-state exists at
all.12 It has been argued that globalisation has transformed the basis of this

                                                          
7 Boli & Thomas, 1999. According to Sumantra Goshal and Christopher Bartlett the

characteristics of a transnational company is that they have multidimensional strategic
requirements. It means that more and more business are being driven by simultaneous
demands for global efficiency, national responsiveness, and world-wide leveraging of
innovations and learning (Goshal & Bartlett, 1998:28-33). For a critical stand around
the TNC concept, read Hirst & Thompson 1996.

8 Boli & Thomas, 1999.
9 Baylis & Smith, 1998.
10 The Chinese word for crisis, on the contrary, combines two characters representing

danger and opportunity.
11 Boli & Thomas, 1999:19.
12 Giddens, 1985.



Introduction 3

international system through the emergence of plural identities with new
claims and challenges from the civil society,13 through the ascendance of a
new global regime for governing cross-border economic transactions14 and
through the weakening of the nation-state as a source of identity.15 Some
even argue that the nation-state is disappearing and advocate that the old
cartography has become an illusion.16 In my view, a major change in the
nation-state is that it has increasingly acquired the role of identifying and
managing World-cultural institutions on behalf of their national societies.17

Moreover, I use the concept as a parameter for what I call institutional
environment (see below).

The national environments chosen are Chile and Uruguay where the
central units are two industrial associations that will be used as mirrors of
institutional change; the Sociedad de Fomento Fabril and the Cámara de
Industrias del Uruguay. What makes them useful objects of study is the
fact that both are more than a century old and part of a sector that has been
of key importance for each countries national development strategies.
Secondly, they have been traditionally linked to the State, which is (in both
countries) the most important national organisation. Thirdly, they have
been the representatives for a sector that has been pointed out as the engine
of economic growth.18 Fourthly, the State, as well as regional or global
organisations, created many agencies to interact with the associations,
something that made them particularly sensitive to institutional changes.
This position means that we can cut across micro and macro levels to
analyse the shifts in sources of institutional legitimacy. This could,
however, be done by only analysing the Chilean case since the study of
any entity, process, or phenomenon, to some degree is a comparison.19 On
the other hand, it is also true that bringing in more cases into the analysis
constitutes a better empirical base for testing or generating theories. The
number of selected cases of variables is always a dilemma for the
comparative analyst. However, I expect that the selection of organisations
from these countries will help us to see beyond a national unit in order to
bring to light new insights on the diverging patterns of change. In other
words, the ways in which processes of homogenisation and
heterogenisation are linked.

                                                          
13 Castells, 1998.
14  Sassens, 1996.
15 Huntington, 1993.
16 Ohmae, 1995.
17 Meyer et. al. 1997; Meyer, 1998.
18 According to the economist Michael Porter who is emphatic on this point, “the industry

is the arena in which competitive advantage is won or lost” (Porter, 1990:34).
19 Real de Azúa, 2000:16.



Introduction4

But can an analysis of industrial associations in two small developing
countries really tell us about a global (macro) process, and vice versa?
How much can they really tell us about the changes in the national and
regional environments? First of all, I must confess that there would
possibly be different answers depending on the variables selected for the
research. One could, for example, analyse issues such as markets, law, or
culture. One may also do it geographically, referring to regions, countries
and cities. Or, by analysing single actors such as firms, indigenous
movements or labour unions. In fact, the range of possibilities is infinite.
But, it does not mean that the results obtained from each study would be a
group of single tautologies. On the contrary, my hope is that the study of
the cases presented here will help in the difficult task of deciphering new
global institutional forms as well as contributing to the understanding of
the puzzling mysteries behind the ways in which local institutions adopt,
combat or substitute them. Furthermore I also expect that all the elements
mentioned earlier will also give us a clue about the distinct patterns of
change in Chile and Uruguay.

In the next section, I will explain further the theoretical framework by
going deeper into the World-cultural approach as well as concepts such as
institutions and organisations. Secondly, I will give a closer explanation on
those elements that will be selected to analyse the interaction between the
associations and about the ‘levels’ that I referred to above. Following that,
I will present the research made on private sector associations in Latin
America as well as in Chile and Uruguay. Finally, the introductory chapter
will end by outlining the methodological tools and a discussion on the
limits of the study.

Institutions and Organisations
Since the mid-1980s, institutional approaches have become popular to

analyse and understand social actors and processes. Quite frequently one
comes across phrases such as; “the building of new institutions, provide
the foundation for economic development.”20 Or; “there is an increasing
appreciation of the importance around the role of State and institutions in
order to enhance economic growth.”21 These quotations are representative
for the mainstream institutional view, but there is a plethora of other
institutional perspectives and areas giving rise to a confusion over the
boundaries of the concept. However, for some, “the important role of
institutions has only recently been identified and so far remains

                                                          
20 Holden & Rajapatirana 1997:90.
21 IDB, 1997:10–12.
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undocumented.”22 It depends on what one means by ‘recently’. Let me
outline a brief history of the concept.

The works of the sociologist Max Weber opened up new vistas in
understanding the social dimension of economic phenomena.23 His
research was a source of inspiration for economists like Karl Polanyi that,
in the first half of the 20th century, started research on institutions. Polanyi
argued that the economic actor, as a rule, is submerged in his social
relationships and that the economic system is run on non-economic
motives.24 But he was rather alone since mainstream economists believed
in the rationality of market, advocating that government and policymakers
should not manipulate them.25 Institutional thinking in economics began to
take root through the works of scholars like Ronald Coase.26 A central
issue for him was the analysis of transaction costs where the cost of using
the price mechanism was related to the cost of negotiating and concluding
a separate contract for each transaction taking place in the market.27

Another representative of this school was Douglass C. North, for whom
institutions consist of both formal rules (constitutions, laws, property
rights) and informal constraints (customs, traditions, or sanctions).28 Still,
in spite of the rejection of certain postulates of neo-classical economics, a
key variable of analysis for the transaction cost scholars is the system of
property rights because it “describes the distribution of power in society.29

This point of view has dominated the institutional perspective.
Yet institutionalists from other disciplines developed alternative views

perceiving neo-classical theory as too narrow to explain how production
was organised within the firm or internal conflict of interest.30 These
authors set their attention on the links between organisations and
institutions, between actor and structure. One of them was the sociologist
Philip Selznick that made a path-breaking contribution in institutional
studies arguing that organisations were not the rational creatures they
pretended to be, but the vehicles for embodying values.31 Selznick was a
pioneer in bringing together the study of organisations and institutions,
arguing that values were transmitted through the institutional environment
                                                          
22 Holden & Rajapatirana, 1997:3.
23 Swedberg, 1998.
24 Polanyi, 1968:46.
25 Ekelund & Hébert, 1990:552.
26 Certainly inspired by the economist Thorstein Veblen’s ideas (Ekelund & Hebert,

1990).
27 Coase, 1994.
28 North, 1990.
29 Eggertsson, 1996:14. Read also North’s article in the same volume (North, 1996).
30 Hart, 1995.
31 Selznick, 1949.
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in which they were embedded.32 Another forerunner of organisational
theory in social sciences was the President of the New Jersey Bell
Telephone Company, Chester I. Barnard who realised that he could not
understand human behaviour in organisations, until he had relegated
economic theory and economic interests to a secondary (though
indispensable) place.33

Nowadays, institutional and organisational studies have become a
multidisciplinary enterprise providing new insights. For example, through
the incorporation of the cognitive mediation where symbols, signs/gestures
are believed to shape the meanings we attribute to objects and activities.
‘Cognition’ means mental representation. That is, when the mind is
thought to operate by manipulating symbols representing aspects of the
world, or represent the world as being a certain way.34 The incorporation of
the cognitive dimension has largely influenced the studies on organisations
and their relation to institutions. Scholars following this view define
institutions as “those social patterns that, when reproduced, owe their
survival to relatively self activating social processes.”35

This theoretical perspective falls within the area of Structure-oriented
approaches that follow in my research, particularly the one in
organisational theory of scholars like John Meyer, Richard Scott and
Walter W. Powell. I share their view in that social structures are
increasingly constituted, not just by an international society of States, but
also by an expanding and deepening World-culture in which local
organisations are being increasingly embedded. But besides these macro
structures, organisations are also embedded in particular environments
where actions are constrained by customs, norms, religious beliefs, and
other inherited local institutions. Accordingly, the analysis is centred on
“an historical understanding of the course of events that transform an
organisation.”36 That is, how old and new institutions confront each other
leading to a process of what Ronald J. Jepperson calls institutionalisation,
deinstitutionalisation and reinstitutionalisation.

The thesis here is that there has been a change of source of legitimacy
from local to global institutions. The antithesis refers to the resistance and
                                                          
32 Mainstream economists rejected Selznick’s institutionalism. About this cleavage the

organisational researcher Arthur Stinchcombe expresses: “I had to become a sociologist
in order to make a living as an institutional economist”. Stinchcombe, 1996:1.

33 Barnard, 1947.
34 See Varela & Dupuy, 1992:18.  Explaining this concept further Franciso J. Varela

points out that, “the kingpin of cognition is its capacity for bringing forth meaning:
information is not pre-established as a given order, but regularities emerge from a co-
determination of the cognitive activities themselves” (Varela, 1992:235).

35 Jepperson, 1991:144.
36 Jepperson, 1991:152.



Introduction 7

clash to such developments by people defending traditional institutions.
Finally, the result from the institutional clash is the synthesis, which may
take the form of a new institution or of a symbiosis that become
institutionalised. Symbiosis is here understood as the institutional forms
where old and new institutions manage to coexist and are merged in such a
way that a new institution appear. I call this phenomenon institutional
remix. But note that the remix is not a one-time event but something that
keeps recurring all the time. It is up to the researcher to highlight a period
when a remix takes place. In this study the focus is on the 1990s albeit the
longitudinal line starts in the 1960s.

Let me add that, at the micro level, the arenas I choose to investigate
through the associations are the national environments in Chile and
Uruguay. At the macro level, I make a distinction between regional and
global levels. The regional shares with the global that it is exogenous to
the national environment but does, however, contain institutions and
organisations that are separated from the former (more of this below). I
now turn to a discussion on how the links between the micro and macro
levels will be analysed.

Institutional Carriers
World-culture is spread through the institutional carriers that function

as links between environment and organisation. A broad distinction can be
made between three types of carriers. First, cultures which denote carriers
as identities, values or authority systems without primary representation in
the organisation and without any sanction by a central authority. Secondly,
through regimes, referring to institutionalisation in a central authority
system without primary embodiment in the organisational apparatus, e.g.
professions or legal systems.37 Thirdly, by analysing organisation; that is,
through structured activities such as routines or standard operating
procedures.38 These lines of division are not fixed and they may even
overlap each other depending on the object of study. My emphasis is on
organisations and it is through them that I will analyse carriers such as,
professionalisation, routines and standardisation. A more detailed analysis
of my carriers is taken up in the methodological part where the analytical
variables will be operationalised. Next step is to outline how institutions
are internalised by the organisations.

                                                          
37 Alvarez, 1998.
38 Scott, 1995; Jepperson, 1991.
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Understanding Organisations
I see organisations as the function of publicly legitimated interests that

are transmitted through the environment. This environment is
characterised, in turn, by the elaboration of institutional rules and
requirements to which individual organisations must conform if they are to
receive support and legitimacy.39 Thus, the institutionalisation of an
organisation takes place when it seeks to validate itself through the attempt
to imitate other models that are regarded as superior and more successful.40

Along this line, organisations are understood as legitimacy rather than
performance seeking.41  Institutional change is then defined as the
organisation’s shift in sources of legitimacy. A way in which this happens
is via mimetic isomorphism of the most prominent and secure entities in
their fields. That is, by the imitation of successful institutions in their
structures, a mechanism called institutional isomorphism.42 For example,
this happens when organisations revise their core mission to conform to
the ideals and myths perceived as successful. Yet, when these mimicked
forms clash with established ways of doing things, organisations solve the
problem by decoupling activities that perform contradictory tasks.43

Decoupling refers to how organisations maintain standardised and
legitimating formal structures while their activities vary in response to
practical considerations. According to Howard Aldrich; “as a consequence
of adopting externally-generated facts in pursuit of legitimacy, the
technical core of the organisation is decoupled from direct evaluation on
the grounds of efficiency.”44 Through the study of forms of decoupling, we
will be able to analyse the inconsistencies between World-cultural
influence and the diversity that exist in the actual practice.45 That is, how
organisations deal with conflicts and institutional remix.

There is though an underlying issue that I want to point out. I find that
the constructivist approach is highly influenced by Michel Foucault’s ideas
of ‘power’, even though many scholars rarely  mention his name. The
Foucaultian analytical frame takes distance from the interpretation of
power of mainstream institutionalists who see it as a hierarchical and
coercive form. Foucault argued instead that; “power must be analysed as
something that circulates or rather as something which only functions in
the form of a chain. It is never localised here or there, never in anybody’s
                                                          
39 Scott & Meyer, 1991:122.
40 Meyer & Rowan, 1991:41-42.
41 Powell, 1991:186.
42 Meyer & Rowan, 1991:47.
43 Suchman, 1995:592.
44 Aldrich, 1999:49.
45 Meyer & Rowan, 1991:58.
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hands, never appropriated as a commodity or piece of wealth...”46 This
insight has inspired much of the new research on organisations
encouraging the study of knowledge, symbols and meaning.47’ James G.
March and Johan P. Olsen capture this view through what they call the
logic of appropriateness. According to them, “rules may be imposed and
enforced by direct coercion and political or organisational authority, or
they may be part of a code of appropriate behaviour that is learned and
internalised through socialisation and education.”48 Still, even if there are
homogenising institutions (the ‘appropriate’ ones), these may be
confronted to what Foucault calls “local centres of power-knowledge.”49

That is, those units making ‘resistance from below’, which form
alternative (heterogenising) sources of power. Broadly speaking, I believe
that the ‘Foucaultian inspiration’ in organisational and institutional
research have helped in the understanding of different sources of power.
Yet, as I will show in the ensuing section, this view is still falling short in
the analysis of Latin American private sector organisations.

Studying Industry Associations in Latin America
Throughout the 1990s, there has been an increasing mention and studies

of private sector associations and empresarios. This is something new
since neither the Latin American empresarios nor their organisational
forms have been a popular subject of study among social scientists.
Usually, they were mentioned in the context of broader topics, as for
example, studies of elites, the bourgeoisie, pressure groups or economic
groups. There is then much written about industrialisation but little about
the industrialists, about their mentality, life histories or organisational
culture. As Cecilia Montero maintains, it is certainly true that they were
“scorned for being rich, criticised for being domineering and despised for
being conservative, the empresario had never been a favourite subject of
the literature of social scientists.”50 However, when analysing current
research about private sector associations in Latin America, I found that
most of the discussion is centred on the struggle for ‘property rights’
which is seen as a key institution. I discuss this elsewhere in the study but
let me first provide an overview of the research made in the area of private
sector association.

                                                          
46 Gordon, 1980:98.
47 See for example, McKinlay & Starkey, 1998.
48 March & Olsen, 1989:22.
49 Foucault refers here to the relation between penitents and confessors, or the faithful and

their directors of conscience (Foucault, 1998).
50 Montero, 1990:94.
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Earlier Research
Research in the 1950s and 1960s generally described the empresario

and its organisations from a class perspective. One such example51 is the
study by the sociologist Fernando Henrique Cardoso who believed that the
empresario played only a minor role since, “...it is the capital and not the
capitalist that contains the secret that explains the system.”52 Contrary to
the Schumpeterian logic,53 Cardoso advocated that there is an ‘ideological
homogeneity’ within the industrial sector that is overall to the differences
in amount of capital.54 In his opinion entrepreneurs innovate in order to
obtain profit and this is dependent on the maintenance of a system that
allows relations of dominance of one class over another.55 Hence, the
empresarios were seen as a social group that tried to impose its ideology
on the society. A relation of dominance that, according to Cardoso, also
existed between countries because the basic features of production and
marketing appear to be laid down a priori by the developed economies.
Through this last point, Cardoso actually looked beyond class, opening the
door to the search for cultural particularities among Latin American
entrepreneurs. But he was not alone on that. Seymour Martin Lipset, albeit
maintaining that development and social modernisation in Latin America
was dependent on the revolutionary transformation of class relationships,
believed that; “the redefinition of traditional values rather than the
adoption of new ones, may have positive implications for those
underdeveloped cultures which seek to industrialise their economies.”56

This view was partially endorsed by Albert O. Hirschman who held that
the puritan-ethic-imbued, rational, profit-maximising businessman was not
really the type that was most needed in the situation of Latin America.
What was required, according to him, were entrepreneurs who “could
identify themselves with the general developmental aspirations of their
society, even at the expense of some rationality in their everyday business
operation.”57

Notwithstanding these mentions to ‘culture’, almost all studies were
fundamentally based on ‘class’ or some kind of ‘rational choice’

                                                          
51 For other examples see Germani, 1955 or Imaz, 1964.
52 Cardoso, 1964:27.
53 Besides Joseph Schumpeter’s own work, I recommend the economic sociologist

Richard Swedberg’s biography of Schumpeter  (Swedberg, 1998b:14).
54 Cardoso, 1972:105.
55 Cardoso, 1964:39.
56 Lipset, 1967:33-38.
57 Hirschman, 1971:109.
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perspective. In Latin America, contrasting to United States (U.S.) or
Europe, there was (and still is) little written about the history of companies
or biographies of local entrepreneurs. The only exemption I have come
across is a study made by Thomas C. Cochran and Ruben E. Reina who
shared Cardoso and Lipset’s concern for finding a local empresario
identity but without the latter’s emphasis on class. Instead, they saw
“business as an institution operating in a particular national context as well
as a device for allocating the economic factors of production.”58 In their
search for local particularities, they sought ‘successful’ standards that were
qualified to local cultural tradition. An interesting theme in Cochran &
Reina’s work was that they found, as a source of Torcuato Di Tellas’
entrepreneurial success, cultural patterns that were usually taken as
deterrents of progress, such as the patron client relation.59 Research parting
from such perspective was a rarity among scholars.

In Chile, to the best of my knowledge, there were only two studies
about the associations during the 1960s, conducted by the political
scientists Marcelo Cavarozzi60 and Genaro Arriagada.61 Cavarozzi wrote on
what he called the Chilean ‘industrial bourgeoisie’ while Arriagada
defined it as ‘entrepreneurial oligarchy’ (oligarqía patronal). It’s sufficient
to see how they defined their objects of study (oligarchy and bourgeoisie)
to understand that the class perspective was strong in their work. Although
few researchers gave the industrialists much attention, it does not mean
that ‘industry’ as such was ignored. On the contrary, plenty has been
written on industrial and economic policies,62 ‘economic groups’,63 or
industrialisation history.64 In Uruguay, there was a similar pattern. The
earliest study focusing solely on private sector associations was written by
the political scientist Mark William Berenson in the mid-1970s. He did
however not speak in terms of class, but analysed trade associations in

                                                          
58 Cochran & Reina, 1962:vii.
59 Di Tella (1892-1948) was an important Argentinean industrial empresario who

incarnated the Argentine vision of the successful Schumpeterian entrepreneur. Di
Tella’s personality, they said, suited Argentine attitudes that were conductive to
entrepreneurial activity such as valuing the unique individual who is many-sided,
flexible, and simpático [amiable] (Cochran & Reina, 1962:263).

60 Cavarozzi, 1975.
61 Arriagada, 1970.
62 See, for example, Pinto, 1959 or Ffrench-Davies, 1973.
63 A classical definition about this concept, in Chile, is the one used by the economist

Fernando Dhase (Dhase, 1979:19-21) who explains that; “an economic group controls
the management of various companies in different branches. They diversify their
ownership in order to reduce risk and to obtain a stable income”. See also, Lagos, 1960;
Dhase, 1983; Rozas & Marin, 1989; Fazio, 1997 or Fazio 2000.

64 See, Kirsch, 1977 or Muñoz, 1968.
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Uruguay from a pressure group perspective.65 Another early work was an
article written by Danilo Astori where he analysed the CIU’s response to
technological changes. Astori was also one of the few economist who had
ever written about the Chamber of industry. There were, of course, many
other scholars that mentioned the CIU and other associations but they did
not exclusively focus on them.66 Like their Chilean colleagues, their
analysis was centred on policies, structural problems or sectoral studies.

Current Research
Since the mid-1980s, studies on industrial associations have gained

more attention by researchers.  Even if there still is a majority of political
scientists working on the subject, many economists and sociologists have
entered the field. Probably as a result of the new importance given to the
private sector as a key agent of development. Ernst Bartell and Leigh A.
Payne, attribute this to four historical trends: 1) the failure of state-led
strategies, 2) the relative success of free-market strategies, 3) the lack of
alternative models for state-led growth and, 4) international pressure for
change. In this new context, they stated that, the importance of business
was manifested by “their ability to demand appropriate economic
institutions as well as consistent economic policies efficiently
administered.”67 Another valuable study was edited by Silvia Maxfield, and
Ben Ross Schneider with contributions of, among others, Stephan Haggard
and Peter Evans. One of the most relevant contributions of their volume
was structuration, a conceptual differentiation in private sector studies
where they define five areas of analysis: business-as-capital, sector, firm,
network and association.

On the topic of business-as-association, some concepts used by
Maxfield and colleagues are information, reciprocity, credibility and trust.
Information is here basically seen as a transaction cost, where efficiency is
equalled to a free flow of information. Credibility in turn is dependent on
flows of information, the reputations of officials, and the degree of
institutionalisation of rules; while trust increases the voluntary exchange of
information by reducing uncertainty.68 Similar concepts are also used in the
work edited by Francisco Durand and Eduardo Silva where a key element
is the legitimacy that the business associations acquired as consensus
building organisations, both towards the private sector and vis-à-vis the
State.69 Legitimacy, in their opinion, is achieved when the State recognises
                                                          
65 Berenson, 1975.
66 See Real de Azúa, 1969; Trias, 1968; Finch, 1981; Faroppa, 1965.
67 Bartell & Payne, 1995:xv.
68 Maxfield & Schneider, 1997:11-14.
69 Durand and Silva, 1998:10.
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specific organisations as the legitimate representatives of well-defined
social groups.

Empirical evidence for these ideas can be found in Silva’s study on
business elites and technocrats in Chile during the military government. He
showed here how economic policies gained support in the private sector
when General Augusto Pinochet responded favourably to the demands of
businessmen and landowners by including them in the policymaking
process.70 Broadly speaking, for current researchers, institutionalisation
basically means improving legitimised channels for information flows to
lower transaction costs. Schneider and Maxfield, for example, stress on
information flows as a central variable, arguing that information exchange,
transparency, and trust can reduce transaction costs and thereby increase
investment.71 Durand and Silva for their part, speak about institutionalised
bargaining mechanisms, referring basically to information flows that lower
transaction costs. The same logic is true for Bartell and Payne who
maintain that the priorities of business are primarily economic.72 Even for
Evans, ‘information’ is of key importance in order to secure the ‘right’
policies. ‘Embeddedness’, according to Evans, allows the State and actors
like business, to secure information something necessary to acquire
developmental effectiveness. 73

In Uruguay, the political scientists Gerardo Caetano, Jorge Luis
Lanzaro, Silvana Bruera and Klaus Bodemer made an important attempt to
re-introduce the study of associations, mostly from a theoretical point of
view.74 The historians Alcides Beretta Curi and Ana García Etcheverry
made another contribution to the history of the CIU until the 1930s.75

Finally, there are also some articles about private sector associations
written by the political scientist Christina Zurbriguen who is currently
working on a research project on the CIU. Yet like in the early period,
there are fundamentally studies about industrialisation and economic
groups.76 With reference to Chile, the studies made by Guillermo Campero
on the private associations during the early-1970s and by the end of the

                                                          
70 Silva, 1996.
71 Maxfield & Schneider, 1997:12-13.
72 Bartell & Payne, 1995:272.
73 For Evans a developmental states are those that; “not only preside industrial

transformation but also have played a role in making it happen” (Evans, 1995:12).
They are composed by a highly selective meritocratic bureaucracy with long-term
career rewards and sense of corporate coherence that are embedded in a set of social
ties that bind the state to society (Evans, 1997:67)

74 FESUR, 1992.
75 Beretta & Etcheverry, 1998.
76 See Stolovich, 1989; Bértola, 1990; Jacob, 1991 or  Stolovich et al, 1996.



Introduction14

military regime, are a point of reference on this field.77 Eduarto Silva
whom I already mentioned above followed this line. Yet, as in the case of
Uruguay, a majority of the Chilean scholars write about industrial policies,
economic groups or industrial history. In general, research on business-as-
association in Chile and Uruguay has the tendency to see them as rent-
seeking actors searching for economic advantages.

I do, however, not mean that scholars of current research are not aware
of cultural institutions. Bartell and Payne, for example, argue that the
‘social status’ of business depends on a widespread perception from the
society while Thorp and Durand note that institutional evolution responds
to variables such as trust and reciprocity. Evans, on his part advocates that;
“unless formal norms and informal practice combine to ensure that
commitments are kept, investment makes no sense.”78 His attempt to
analyse the implementation of policies has even lead to a renewed interest
on the role of the State79 and the different cultural contexts in which
economic and political reforms are implemented.

All said and done, these studies still do not deepen our understanding of
how the socially constructed logic of action persists to produce policy
continuity, to put it in the words of Dobbin.80 Rationality is essentially
culturally determined and concepts as social status, trust and reciprocity
should be linked to each particular cultural institutional environment.
Cochran and Reyna’s study is a forerunner in this direction, but few have
followed their path. One example (even though it is not about
empresarios) is the edited work by Miguel Centeno and Patricio Silva
(with the participation of Ben Ross Schneider) on the technocrats in Latin
America.81 Another more recent is the comparative analysis made by the
sociologists Nicole Woolsey Biggart and Mauro F. Guillén on auto
industries in Argentina, Spain, Taiwan and South Korea, a study that
partially deals with a Latin American country. Let me strengthen my case
by quoting their critic of Evans and others:

“…in Evans' model of ‘embedded autonomy’, it is assumed that
business actors are given and that they do not vary across societies.
By contrast, in our approach we do take for granted that business
actors exist or that, if they do, they are equally capable, legitimate,
or embedded in networks of relationships among themselves. Rather
we take account of differences in the characteristics, legitimacy and

                                                          
77 Campero, 1984 and 1993.
78 Evans, 1997:64.
79 About the role of the State read also Skocpol, 1985.
80 Dobbin, 1994.
81 Centeno & Silva, 1998. See also Drake, 1989 or Babb, 2001.
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(perhaps most important) social organisation of business and other
actors, including the State.” 82

I fully agree with this position that summarises very well the broader
lines of the institutional perspective used in my research. Research along
this line of thinking also requires certain methodological tools that I
discuss below.

Method and Sources

Longitudinal Analysis
This research is based on a longitudinal structure. Here, I am in

agreement with Scott who argues that; “longitudinal studies are
particularly suited to institutional arguments, because institutionalisation is
both a condition and a process: regulations, norms, and cognitive systems
do not appear instantaneously but develop over time…”83 History does
indeed matter since organisations are not created in a cultural vacuum and
their history influence their present structure.84 In this study I have selected
two main periods, the 1960s and the 1990s, and to make the longitudinal
contrast empirically more visible I focus on one year in each decade. That
is, 1966 and 1998.

By the mid-1960s the countries’ industrial sectors were not moving at
the same pace, while the Uruguayan industry had already passed its peak
and was running into trouble, the Chilean was growing. Yet, this period is
particularly interesting as a contrast to the late-1990s since it was the
period of the desarrollismo, which was a manifestation of the first World-
cultural wave that swept through Latin America. Some key points of this
approach were to increase State efficiency, promote exports and regional
integration, stimulate industrialisation and boost the role of the private
sector but under the strong guideline of the State (see chapter 2). In what
concerns to regional integration, the instrument was the Latin American
Free Trade Association (LAFTA).85 This first wave that gave a special
importance to the State, will be contrasted to the second wave that was
promoted by the ‘Washington Consensus’ (see chapter 4). Contrary to
desarrollismo, the emphasis here was on free-trade oriented policies and

                                                          
82 Biggart & Guillén, 1999:728.
83 Scott & Christensen, 1995:xx.
84 Stinchcombe, 1996:196.
85 LAFTA was created in 1961 by Argentina, Brazil, Chile, Mexico, Paraguay, Peru and

Venezuela. The Spanish name is Asociación Latinoamericana de Libre Comercio
(ALALC) but I will use the English acronym. Since the LAFTA agreement was signed
in Montevideo, it is also called ‘Treaty of Montevideo’.
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transforming the private sector into a pillar of development. It also brought
a regional impetus that was different in scope than the 1960s (see chapter
4). The year 1998 was, for example, the year when both Chile and
Uruguay where members of a new kind of regional integration approach
through the Common Market of the South, MERCOSUR (Chile is only
associate).86 This is, in my opinion, a good year to evaluate (in terms of
SFF/CIU-State interaction) the outcome of policies introduced since the
early-1990s aimed to reform the State and improve competitiveness.
Between the analysis of both periods, I will include a part, which I call the
‘Military interlude’, to understand the logic of the process of change since
the 1960s. This part will only concentrate on changes and continuities in
the national environments. The contextualisation along broader world
institutional changes since the 1960s will be made in chapter 4.

Case Study and Comparative Approach
My study follows what Robert E. Stake calls a collective case study.87

That is, when different cases are selected in order to reach a better
understanding about a still larger collection of cases. Still, when applying
comparative methodology to cases, one need to be aware that
generalisations or differences between any two cases may be less trusted
than generalisations from one.88 Notwithstanding the limitations of the
method, it is important to assert that the distinctive contribution of
comparative and historical studies is that they allow us to vary institutional
contexts. If all our cases were seen as embedded in the same context, it
would be difficult to discern the effects of institutions on social
structures.89

With reference to the comparative methodology, I try to find those
elements that John Stuart Mill called of ‘agreement’ and ‘difference’.
Through the former, one compares different instances in which a common
phenomenon occurs and examines whether these events are connected by
an invariable law. In the latter case, the analysis is centred on cases
resembling one another in every other respect, but differing in the presence

                                                          
86 In Mars 1991, Brazil, Argentina, Uruguay and Paraguay signed the Treaty of Asunción

(Treaty for the Creation of Common Market between the Argentinean Republic, the
Federal Republic of Brazil, the Oriental Republic of Uruguay and the Republic of
Paraguay) where it was agreed that common tariffs would be established from the 31 of
December of 1994. The agreement stipulated that the common market would be called
Common Market of the South, (Mercado Común del Sur) MERCOSUR. Chile became
associate member in 1997.

87 Stake, 1994:236-37.
88 Stake, 1994:242.
89 Scott, 1995:146.
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of the phenomenon we wish to study.90 Thus, following Mill, my study
ends up mixing comparisons at two levels: a) looking for homogenising
structures across national environments, analysing to what extent
exogenous institutions exert their influence on local environments; b) to
understand how both countries reacted towards common exogenous
influences and how they differed in the interaction with a common
phenomenon. In order to capture similar and different variables the study
contains on the one hand a longitudinal line, analysing the cases over time
(1960s and 1990s), and a spatial comparison (Chile and Uruguay) on the
other. That is, the analysis of two institutional environments in different
geographical locations, a point to which I now turn to.

Levels of Analysis
The selection of levels is arbitrary since they are ‘imagined’91 from the

point of view of the question that I am formulating. Boundaries between
each of the levels are not fixed but rather under constant negotiation. Thus,
referring to organisations or institutions as belonging to one level does not
imply that they may act in other levels as well. In fact, neither the
associations nor their institutional environments are hermetic units. On the
contrary, since the study will be moving in the area of ideas, symbols or
professions there will be different levels interpolating each other in
different ways through time and space.

In this study the point of intersection that will be analysed are the
associations and their respective national environment. Originally, I only
identified two levels, the national and the global. But I included the
regional level because there were institutions here that did not belong
entirely to the other two levels. My view about the concept of ‘region’ is
inspired by the work of Björn Hettne who argues that globalisation is the
exogenous challenge that induce the regionalist answer. Thus, my common
thread with him lies in the search for micro-macro links through which he
sees regionalisation as both an effect and a response to the global
environment. Moreover, I also agree with Hettne that the combination of
endogenous and exogenous elements creates different paths to
regionalisation since the processes of globalisation interact in places with
different characteristics.

Each of the levels contains institutions and organisations, even though
the regional and global cannot be said to be spatial as the national. Thus,
their influence is observed by studying the national space. As figure 1
shows, the selected association are suited to measure this since they have

                                                          
90 Mill, 1950.
91 The use of this word is inspired by the work of Benedict Anderson (Anderson, 1983).
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historically (or at least since the 1960s) cut across the three levels. Note
that the lines separating the levels in figure 1 are broken. This indicates
that there is a dynamic across them, which is not fixed by the position they
have in the figure. In other words, they are not ‘nested’ into each other.92

For example, the homogenisation of professional models, or the influence
of international rules and standard-issuing organisations, affects the
national environment independent of the regional level. Let us now turn to
a closer presentation of the elements that will be studied at each level.

                                                          
92 I thank John Meyer for making me aware of this point.

Figure 1. Levels of analysis
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National level. The focus here is fundamentally on the interaction
between SFF/CIU and the State that will be analysed here as an
organisation through which we will visualise local institutions.93 States,
like any other organisation, do not respond uniformly to the challenges
they face since; “external pressures, even the most powerfully constraining
ones, are filtered through the prism of domestic political life.”94 In Chile,
this interaction was mainly channelled through the Production Promoting
Corporation (Corporación de Fomento a la Producción, CORFO) that
operated under the Ministry of Economy. CORFO centralised many of the
State’s policies towards the private sector and had a myriad of agencies
working towards the industry. I will also study the work of the Ministry of
Foreign Affairs that co-operated closely with the SFF on issues such as
regional trade agreements and export promotion activities, an area of key
importance to understand the changing role of the State.95 The same line
will be followed in the Uruguayan case, even though this country doesn’t
have a centralising agency as CORFO. In Uruguay there are, instead,
several organisations working in different sectors. Among these I selected
the Ministry of Industry as a central object of study. Both CORFO in
Chile, and the Ministry in Uruguay are good representatives of the national
industrial polices in each country. But I will also closely analyse the
activities of other State agencies as the Ministries of Foreign Affairs and
para-governmental organisations (PGOs)96 linked to the industrialists.

Regional level. At this level, organisations are defined as those having
their headquarters in Latin America and a staff mainly composed of
regional representatives. Examples of such type organisations are LAFTA
and MERCOSUR. The interaction of CIU/SFF at the regional level can be
divided in two forms. One made through or together with officials, as was
the case of MERCOSUR working groups. The other is related to
organisations or networks without official participation like the
MERCOSUR Industrial Council (Consejo Industrial del MERCOSUR,
CIM), an entity that was formed by the private sector industry associations
from each MERCOSUR country.

                                                          
93 Referring to the State as an organisation, Immanuel Wallerstein expresses it

convincingly arguing that; “the State is not a total institution” since no State can do as it
wishes. He centres this argument on saying that the State is constrained by the
operations of the world-economy and the interstate system (Wallerstein, 1984:7 and
51).

94 Haggard, 1990:270.
95 Hood & Folke, 1988:36.
96 This concept will be discussed in chapter 4.
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Global level. In relation to the selection of organisations at this level, it
is important to keep in mind two issues. First the selected organisations,
like in other levels, are those that I found most influential with respect to
my cases. Second, they don’t have to be directly established at the national
level. As examples we have IGOs as the World Trade Organisation (WTO)
where full legal membership is only open to States. Yet, even if the
associations do not have direct contact with the WTO, the regulations and
standards issued by it have a strong influence over the national industries.
Another example can be found in INGOs such as the International
Standard Organisation (ISO). I will label the global level organisations as
International Organisations (IOs).

A current IO definition could be: “any organisation with formal
procedures and formal membership from three or more countries.”97 But
this could be misleading since it may also be true for organisations from
the regional level. I regard IOs as those organisations that: a) have their
headquarters in a developed country, b) have a large part of its staff and
funding from these countries, and c) are active in different countries. This
view is consistent with the perspective  (see below) that sees world models
as transferred from core to periphery areas since most of the organisations
acting at a global level acquire their funding, as well as most of their staff,
from the developed countries. I will also call IOs those State-linked
organisations acting globally. For example, the German co-operation
agency GTZ (Deutsche Gesellschaft für Technische Zusammenarbeit), and
those that are dependent on the European Union’s (EU) Directorate
General 1B.98

One organisation that is problematic to locate is the Inter-American
Development Bank (IDB) that was created to be a Latin American
development bank. It is an IGO with headquarters in Washington;
receiving much of its funds from developed countries. Its membership
includes non-region members and part of its staff consists of people from
outside the region. All these issues stand in contrast to (what I would see
here as) more ‘truly’ regional organisations as MERCOSUR or LAFTA.
So, notwithstanding the bank’s regional attachment, I will see it as an IO. I
now turn to the next part where I explain more about those elements that
will be analysed in order to understand how industrialists adopt
institutions.

                                                          
97 Willetts, 1997:303.
98 Directorate for External relations with: Southern Mediterranean, Middle and Near East,

Latin America, South and Southeast Asia and North-South co-operation.
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Identifying Institutional Carriers
I begin here by pointing out routines, which refer to habits and rituals

that conforms to the organisation’s culture. That is, those elements that
give meaning and value to the organisation and its members, and that
many times functions as the sustenance of the ‘way of doing things’ within
organisations. Routines have a lot to tell us about the implementation of
policy, structure and priorities. They are also surrounded by a great deal of
rituals and myth. What is of particular interest for me, is to explore how
and why these routines have changed, and whether these have been
isomorphed from other models.

A second carrier is standardisation. Standards are specific kinds of
rules and standardisation, the production of such rules. There are even
standards for what a standard is something that has encouraged the
proliferation of global standard-based organisations.99 In order to be
operative, organisations carry on standard procedures that are considered
an ‘efficient’ way of doing things. These are (frequently) isomorphed from
legitimate sources of institutional reference. Thus, a reason to form, or
join, a standard-based organisation is that the organisation gives its
members a certain status and identity that differentiate them from actors in
the field.100 In this way ‘efficiency’ comes closer to the ‘logic of the
appropriate’.

Some of the main sources for the standardised models that I will study
here stem from the increasing plethora of IOs.101 Scott and Meyer have
shown how new forms of international organisation and communication
have created stronger World-cultural pressures for standardised
rationalisation in many domains;102 for example, through the diffusion of
concepts such as ‘quality management’ or ‘customer orientation’.103 An
implication of this for organisations has been the adoption of specific
professional profiles or accounting procedures were globalisation promotes
the rapid spread of new practices and schemes.104 However, even if
organisations all over the world share basic principles, they behave quite
differently.105

Finally, the third carrier is professionalisation, which is another central
element to this analysis, since it helps us to understand the environmental
                                                          
99 Brunsson & Jacobsson, 2000:15.
100 Ahrne et al, 2000:55.
101 Loya & Boli, 1999. For an analysis on the spread of INGOs during the post-war period,

see also Chabbott, 1999.
102 Scott & Meyer, 1994:44.
103 Furusten, 2000.
104 Petrei, 1998:399.
105 Ahrne et al, 2000:68.



Introduction22

demands. It is not new that education is valued and respected among
people, its kind, level, degree and location is something that have varied
over time and space. During the post-war period, the level of universal
authority that scientists and professionals have acquired to assimilate and
develop the rationalised and universalistic models of knowledge that make
action possible is unprecedented. Some examples can be found in
standardised models of business-related studies, or in the growing
consulting industry.106

Sources of Information and Research Techniques
This part deals more specifically with the analysis of the other two

elements mentioned by Yourcenar (see preface); the observations of
‘man’, that always succeeds in hiding his secrets, or making us believe that
he has them. And of ‘books’, with the particular perspective mistakes that
spring from between their lines. Starting with the latter I would say that
there is ample data at the public institutes of statistics in each country, as
well as in the Economic Commission for Latin America and the Caribbean
(Comisión Económica Para América Latina y el Caribe, CEPAL).107

Besides this, there is also an important amount of secondary data available
in the works of other researchers. For information concerning the
associations, besides their annual reports, there is also important data to
find at their research departments – particularly statistical information on
industrial development during the 1990s, foreign trade and industry-labour
issues.

In order to reconstruct the patterns of relation as well as the context a
particularly extensive press research around the two selected years was
made. In other words, I cover whole year’s daily news in both countries for
1966 and 1998. To do this, I selected newspapers that were pro-business
and where I could follow the public life within and around the
associations. This was also important in order to understand the political
and economic context of the time, particularly in 1966. The newspaper
search was more difficult in Uruguay, where the newspaper collections at
the National Library were often incomplete. Nevertheless, I found
information in the weekly business magazine La Mañana and in the
newspapers El País and El Día. Also In Chile (referring to the 1960s) the
search was easier since the newspaper documentation is in a better shape,
                                                          
106 Meyer, 1999.
107 CEPAL is an entity belonging to the United Nations, created in 1948. Its whole name is

therefore U.N. Economic Commission for Latin America. Its English acronym was
since it’s creation in 1948 ECLA but changed in the 1970s to ECLAC because a
number of former British colonies of the Caribbean joined the organisations. I use the
Spanish acronym which is the most common when referring to this organisation.
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especially El Mercurio. Moreover, thanks to the kindness of the SFF’s
former president, Eugenio Heiremans Despoy (1959-1962 and 1966-1969),
I could even have access to his personal data consisting of articles about
the SFF from newspapers as Ultima Hora, La Nación or El Siglo. There
was much better information in both countries for the year 1998. This is
manly due to the availability of many business journals108 and, secondly, to
the Internet. I have used the Internet not only for press search but also to
find quantitative data, for example the Central Banks or at the CEPAL and
IDB web-sites. I also used Internet to read about State policies, structures
and even history. All ministries in Chile, and almost all in Uruguay, have a
homepage with information. Furthermore, almost all organisations
mentioned above have a homepage. That is also the case of both the SFF
and the CIU where I found data on services, institutional contacts,
economic reports and position statements.

When looking at the information sources regarding the interaction of
the associations with the regional level, most of it is concentrated around
LAFTA, MERCOSUR, and the intense agenda of free-trade negotiations
during the 1990s. The data for this part was found in MERCOSUR’s
working groups and commissions (e.g. the COMISEC109), in the annual
reports, in the press and in my interviews. Another relevant source of
information deals with the regional networks formed together with other
industrial organisations without any links to the State, such as the CIM.
Many of them had a homepage on the Internet, but there was also material
available in the associations and through the interviews. Turning to the
IOs, besides the information available both at the press and in the
associations, I interviewed the local representatives of these organisations,
as was the case of GTZ and IDB, to give just two examples.

In what refers to the interviews two kinds of interview techniques were
employed. First, the structured contained standard questions about
profession, university education, foreign exams, and employment history.
Secondly, unstructured interviews were made to get a broader
understanding of the meaning that actors give to their activities.110 Here,
the interviews took on the character of informal conversations since the
interviewees wanted to give anecdotes and their opinions of the context in
which things happened. Out of some 50 interviews that were conducted for
this study, most of the people reacted in a positive and open way, even
though many felt that the information they were giving was sensitive for
                                                          
108 In Uruguay, El Observador Económico and Crónicas Económicas. In Chile i.e. El

Mercurio, Diario Estrategia and the business fortnightly journal Revista Capital-
Negocios y Mundo.

109 Comisión Intersectorial del Mercosur (Inter-Sectoral Commission for MERCOSUR)
110 About interview methodology see Cuff et al, 1992:174.
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them. Therefore, some of the quotations will not show the person’s name.
For the same reason, a couple of the interviews could not be taped. All the
tapes are in my possession and all the ones used in the study have been
transcribed. Since I made several trips to both Chile and Uruguay, I have
been able to meet same persons again. This gave me possibility to reflect
over the conversations, pose new questions and test different hypotheses.
Generally, the first interview gave me the possibility t follow-up through
e-mail. In this manner the problem of distance was solved.

With regard to selecting the persons to be interviewed, my intention
was to a) cover organisations from the three levels, b) from the two periods
and, of course c) from the two countries. The most problematic was to find
persons who had been active in the 1960s, because I preferred those who
held important positions at that time. Since these posts were generally
granted to men in their fifties, not many of them were left. That was also a
motive for selecting 1966 as point of reference for the 1960s. If I had
selected the 1950s, it would have been difficult to find anybody to
interview. Fortunately, for 1966, I was able to meet both former presidents
of the associations and officials who could give me an interesting overview
of their activities during that time. In order to locate them, I used the so
called, snowball technique where I let one interview lead me to another,
helping me to build up a chart of individuals and organisations relevant to
the study. The interviews were extremely important to collect data since a
large part of the relationship between officials and private sector
representatives were informal.

Finally, the data obtained will be systematically analysed through
‘content analysis’, which is basically a “technique for making inferences
by systematically and objectively identifying specified characteristics of
messages”.111 This is both a method for data analysis as well as a method
of observation that works very well for the kind of analysis that I pursue.112

What I basically do is bring out the changes in the content of the annual
reports of the 1966 and 1998, and also in the tables containing data about
the profile of the SFF/CIU representatives.

Limitations and Structure
As noted earlier, one important limitation is that the conclusions drawn

here do not allow for generalisations on other countries since each
institutional environment has its own particularities. It would also be
wrong to make generalisations in relation to other national actors such as
the labour unions, which appear to have a different relationship, both
                                                          
111 Nachmias, 1992:311.
112 I want to thank Akhil Malaki for making me aware of this point.
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towards the State and the other levels analysed here.113 A second limitation
is related to the compared objects of study, related to time and space. It
could be enough problematic to see a difference among two periods in one
country (time) without bringing in another case (space) in the comparison.
Yet, I defend the selection of cases and time periods by arguing that they
give a necessary perspective to the findings of this study. Moreover, they
fit the analytical model through which I try to find answers at different
levels of analysis. Let me present them here in the form of analytical boxes
through which I will structure my findings.

• Some data will contribute to the analysis of World-cultural institutions
by analysing whether homogenising models are spread across the two
cases. That is, looking those elements of ‘agreement’ among them. My
question is if there is substance behind the hypothesis of World-
cultural waves? This inquiry is linked with the analysis of changes in
the role of the SFF/CIU, the State, the IOs, and other organisations.

• I will search for local institutions, which I see as the continuous
traditional links in each environment. That is, those patterns that I
point out as specific for the Uruguayan and Chilean environments. In
other words, the elements of ‘difference’. I am not discovering
anything new here since other authors have already pointed them out.
My hope is that these will be given a new light when analysed in
relation to exogenous institutional influence. The issue here is to see
how they reacted, what forms of rejection, adoption or remix they have
found. That is linked to the inclusion of the other non-national level,
namely, the regional.

• Finally, we have the underlying issue of comparing Chilean and
Uruguay development. My hope is that this study will contribute to the
analysis of this puzzling theme and provide answers to whether we can
speak of a Chilean model. What are the underlying elements in it? Can
it be transferable to Uruguay? I don’t see this issue as less important
than the other two but I realise that the elements drawn from these two
cases are quite limited. I will therefore outline my reflections about
this in the epilogue.

However, there is one issue that I want to further explain. With regard
to the first box, proponents of the World-cultural concept basically
understand international politics as an outgrowth of the structure of

                                                          
113 For a more recent (comparative) study on labour unions in Chile and Uruguay see

Uggla, 2000. There are also other comparative studies of these two countries. See for
example a study about Human Right issues ( DeBrito, 1997) or an analysis of financial
reforms, stabilisation and growth between 1974-83 (DeMello, 1987).
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worldwide rational western culture.114 The conflict between local and
World-cultural institutions is then assumed to be more intense in the
periphery (developing countries).115

Without buying the Wallersteinian model,116 I do recognise that there is
a dichotomy between rich and poor countries where the former set the
condition and dictate the right ‘norm’ or the right ‘standard’. I find much
of truth in the words of Kishore Mahbubani who argued that the end of
colonial rule removed only one layer of Western influence but other
remains.117 But much of this is still an assumption. I actually don’t know
how different the reaction of an industry association in a developed
country would be when comparing to my two ‘periphery’ cases. That leads
to the question to what extent World-cultural institutions have a different
impact in a developed country compared to one in the periphery? Perhaps,
this is a question for future research. In sum, it is my view that societal
change is made up of a large amount of institutional clashes and
transformations, particularly in present times due to the rapid
communications. To be up to date with the direction that the society is
taking, a large amount of research on institutional change is needed. I hope
that my study could be a contribution to that endeavour.

Chapter 1 presents an historical overview of Chile and Uruguay. The
focus is on industrial policies and patterns of State formation. This is
essential to understand the institutional context in which the associations
were created.  My aim here is to point out the historical institutional lines
in each environment. That is, the ‘continuous institutions’ that conform to
the historical identity of the units of study. The analysis in this part is
based on secondary sources and deals with a long-term historical
perspective. A crucial issue in chapter 1 is the outlining of the elements of
‘difference’ between both countries. These are central for the analysis of
distinct forms of interaction with World-cultural institutions.

Chapter two focuses on the 1960s. Following the questions of my first
analytical box, I will explore the dominating ‘logic of appropriateness’ of
the 1960s. That is, the homogenising macro institutions that conformed to
the elements of ‘agreement’ between our two cases.  Along the second
‘box’ I will analyse how these were rejected, adopted or remixed by local
and regional organisations. The result here will present the elements of
‘difference’ given by the interaction with the homogenising institutions of
those days. That is, what I call the first World-cultural institutional wave.

                                                          
114 Finnemore, 1996:21.
115 Boli & Thomas, 1999:19.
116 Read for example Wallerstein, 1974 and 1984.
117 Mabubani, 2002:101.
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In chapter three, I will turn to ‘the military interlude’. As said before,
this chapter was included in order to acquire a better understanding of
certain patterns of change of the 1990s, both among the associations and
their respective environment. As the title of the chapter suggests, military
governments marked this period. That is, a period of institutional
particularities since the military governments meant a kind of exception to
the otherwise prolonged democratic institutions in both countries.
Furthermore, it also implied a break with the World-cultural path of the
1960s that returned in the 1990s. Even though my analysis is based on a
contrast between the 1960s and 1990s, there are certain features of the
1970s and 1980s that cannot be ignored to understand the process of
organisational change.

Chapter four follows the same lines of inquiry of chapter two as well as
the same analytical structure, which is based on the structuring by levels.
The reason for this is to make the process of ‘change’ more visible. One
example of this is that the spaces taken up by the levels vary in each
chapter. In the case of the 1990s, the role of both regional and global levels
is more important than in the 1960s. The reason was a change in
micro/macro institutional changes that caused a shift in the organisations
‘logic of appropriateness’ due to the emergence of a second World-cultural
wave. However, the continuous traditional links of each environment were
still there and they conditioned the results of micro/macro interaction.

The concluding part will be centred firstly on a discussion on the thesis
that is the point of departure for my research. Whether there have been
shifts in the sources of legitimacy among the institutional level presented
here. Secondly, the antithesis deals with the reaction of each case towards
World-cultural institutions. The aim here is to compare the ways in which
both cases react or clash with the global institutions. Thirdly, in the
synthesis I centre the attention on the forms that each case has found to
interact with the new institutions.  Finally, the study ends with an Epilogue
where, based on the results of the research, my intention is to discuss
further their implication in the paths of development followed by Chile and
Uruguay. I would be satisfied if it could inspire to the creation of new
points of view on the matter.





CHAPTER 1

EARLY ORGANISATION AND INDUSTRIAL
POLICIES
____________________________________________________________

…la meta industrial del Estado debe ser servicio,
no ganancia.1

URUGUAY

Uruguay is a country of late settlement and State consolidation in the
Latin American context. Extensive cattle raising dominated the country’s
economic structure where we there were three main social actors: the large
landowner, the gaucho, and the caudillo.2 According to the economic
historian José P. Barrán, until the end of the 19th century, Uruguay was still
a country where warfare was defined as the “normal condition of the
Republic.”3  This difficult context left the key production unit of the
country, the estancia (ranch); defenceless against international and civil
wars that frequently took place between 1808 and 1870.4 An important
consequence of the country’s unstable situation was that, by the end of the
19th century, little was retained by the ancestors of the group of estancia
owners (gremio de hacendados) from the first years of the century.5
Hence, some important patterns in early Uruguayan State formation were:
1) a leading proprietary class constantly threatened by the war, with little
control over gauchos and caudillos, 2) a weak army and, 3) a Catholic

                                                          
1 In Vanger 1968:233.
2 The gaucho was characterised by an autarchic spirit due to the scarcity of labour in the

region (southern Brazil, Uruguay and Argentina), and good skills with the use of
weapons and riding due to the constant warfare in the rural environment. The only
leader accepted by him was the caudillo whose (tacit) authority over the gaucho was
dependent on his prestige, charisma and trust (Abadie & Romero Vol. I: 507 and Vol.
II: 288). I will refer more to this type of leadership later on in the text.

3 Barrán, 1993a:39.
4 An illustrative information about the situation is that between 1832 and 1852,

Montevideo (the capital) was a besieged city with a population of 31,000 inhabitants of
whom around 20,000 were Italian, French or Spaniards (Abadie & Romero, Vol I: 116).

5 Real de Azúa, 1969:15.
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church in stalemate by liberal ideas and the influence from non-traditional
minorities.6

Nonetheless, in spite of this insecure institutional context, the
Uruguayan society managed to make impressive changes by the end of the
century. In fact, during the first two decades of the 20th century, Uruguay
was internationally known for its social and labour legislation
characterised for the growth of the public sector and the adherence to
liberal forms of government.7 Behind this change we find the enormous
influence of the Batllismo movement. The Batllismo was the ideology of a
fraction within the Colorado party that based its identity on the memory of
its leader, José Batlle y Ordoñez. Batlle became President of the country in
1903 and remained as the leader of the party until his death in 1929. He
left behind a stable and strong State with established political system
where the both hostile parties’ (Blancos - whose official name was
National Party - and Colorados) coexisted peacefully.8 Some of the basic
features of the Batllismo are well explained by the economic historian,
Henry Finch, who maintains that:

 “In its most general meaning, Batllismo refers to a national style or
ideology of development within which Uruguayan public life was
conducted from early this century until the end of the 1960s, with a
brief interruption in the 1930s. The hallmark of the national style
was above all the use of techniques to redistribute income in the
interests of securing a high level of social consensus, and, related to
this, a marked social preference for political compromise rather than
confrontation.”9

The ‘style’ that Finch refers to has also been described by the historian,
Benjamin Nahum, as a ‘policy of compromise’ between the two traditional
parties through the State arena.10 An underlying design of that system was
to expand the functions of the State to secure a balance of class forces,
while improving the role of the political system.11 One important feature of

                                                          
6 Real de Azúa, 1964:22.
7 Finch, 1981:1.
8 During Batlle’s government the country ended hostilities in 1904 after several decades

of civil wars between Blanco and Colorado caudillos. Some of the path breaking laws
that characterised the Batllismo period were the suppression of death penalty in 1907,
ending of religious learning in public schools in 1909, divorce law in 1912, the
universal law of 48 hours work week and prohibition of children work in 1915,
separation of State and church and universal suffrage in 1917, public health insurance
system in 1920 and the establishment of an universal pension system in 1928 (Nahum,
1984).

9 Finch, 1981:2.
10 Nahum, 1984:100.
11 Finch, 1981:10.
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such system was that the Blanco and Colorado parties (also called
traditional parties) acquired the role of intermediaries between the society
and the public sector. This, in Real de Azúa’s opinion, transformed the
State into an ‘arbitrate power’, acting through measures guided by
electoral and political criteria.12

Public corporations (entes autónomos) which were designed to fulfil
economic and political objectives became the major instruments of State
(and party) influence.13 In time, the latter objective was to become more
important than the former. A reason behind this development was that the
corporations were used by the dominant traditional parties to generate
employment. This system - also called ‘bureaucratic avalanche’ or
‘empleomanía’ - encouraged a form of political ‘patronage’ that
strengthened the position of the traditional parties.14 Hence, a typical
characteristic of the Uruguayan political system has been the continuous
interference of politics (lo político) in State bureaucracy (lo burocrático).
An example of this can be found in the influence of political parties over
public corporations through the creation of ‘posts of confidence’ (cargos
de confianza). Such a system led to the failure of creating an
administrative career free of political interference.15 The public sector fell
into the hands of the traditional political parties that Real de Azúa
described as a ‘confederation of clans’ rather than parties.16 The Batllista
fraction is a good example of this. In spite of its important role, the
Batllismo was composed of relatively weak and conflicting groups. In fact,
the Batllistas never had a parliamentary majority of their own.

A particular feature of these ‘clans’ was that they did not directly
depend on the dominant capitalist groups, but on the State apparatus and
peoples demand for State employment.17 A long-term effect of this system
was the slow transformation of public institutions into ‘balkanised
sovereignties’ with the patronage politician (caudillo político) as a key
intermediary of interest.18 In Uruguay, both the spirit of the gaucho and the

                                                          
12 Real de Azúa, 1964:61.
13 The growth in the economic activity of the State was as impressive as the social. Some

examples were the nationalisation of Banco de la República Oriental del Uruguay
(BROU) in 1911, granting the State ownership over the insurance bank, Banco de
Seguros del Estado, in 1911; granting monopoly to the State owned electricity company
in 1912; with the State monopoly of service in the port of Montevideo in 1916; with the
creation of the Frigorífico Nacional (public and private ownership) in 1928 and with
the creation of ANCAP (State monopoly over oil refinery) in 1931 (Nahum, 1984).

14 Finch, 1981:214-17.
15 Real de Azúa, 1964:67.
16 Real de Azúa, 1964:78.
17 Finch, 1981:215.
18 Real de Azúa, 1964:69-84.
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caudillo has survived in the cultural institutions that formed the State.
Analysing the ‘push’ and the ‘brake’ elements in the Batllismo policies,
Real de Azúa brilliantly exposes in a phrase, the cultural institutions
inherent in the Uruguayan society by defining Batlle as a modernising
gaucho.19 Barrán is indeed right in saying that; “when speaking of culture,
little or almost anything disappear entirely.”20

Early Industrial Policies
An important feature of the new (Batllista) doctrine was the idea of

‘developing economic activity’ (desarrollar el desenvolvimiento
económico) as Batlle’s Minister of industry, José Serrato, expressed in the
parliament.21 Accordingly, one of the core policies was to put
industrialisation at the top of the agenda by making it an official
governmental development strategy. To achieve that goal the State
increased its protection of the national industry. However, it is important to
note that protectionism did not begin with Batlle. In fact, the earliest tariff
legislation designed to have a significant protectionist effect dates back to
1875.22 What the Batllismo did was to transform protectionism into a State
strategy. Thus, even if the Batllista ideology may have been well
developed in explaining the necessity of State enterprise in certain sectors,
it was less strong in indicating appropriate commercial policies for such
organisations.23

In spite of their truly modernising features, the Batllista protectionist
measures maintained certain traditional lines by responding to individual
initiatives, rather than creating a basis for more industrial growth.24 As
Luis Bértola advocates, when policies were introduced “these where of a
short-sighted and defensive character, generally prompted by an
international context that forced political agreements around an improved
protectionist policy or the expansion of the sphere of the State.”25

Economic policy decisions often originated from necessities of the State
itself and without consideration of national development strategies. In this
way the Uruguayan protection system became indiscriminate and low

                                                          
19 Real de Azúa, 1997:58.
20 Barrán, 1993a:33.
21 Vanger, 1968:233.
22 That protection doubled the basic import tariff of 20 percent on goods competing with

domestic production, mainly foodstuff and clothing.
23 Finch, 1981:213.
24 Finch, 1981:170.
25 Bértola, 1990:179.
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productivity was sustained by protectionist policies. That is, through State
subsidies, favourable exchange rates, and tariffs.26

It is tough important not to become blinded by the criticism of the
‘brakes’ in José Batlle y Ordoñez’s reforms. Even with caudillismo and
clientelism, by the end of the 1930s, Batlle’s policies had transformed
Uruguay into one of the most highly industrialised countries in Latin
America. This sector was characterised by 1) the predominance of
foodstuff, beverages, clothing, leather and construction materials; 2) a low
average employment per company (fewer than nine persons) and; 3)
almost entirely dependent on the domestic market.27 From a country where
manufacturing was confined to workshop activities, under Batlle’s
leadership, the factory was definitely introduced.28

For the sake of clarity, we have to differentiate between Batlle and the
Batllismo. Without doubt, Batlle managed to find a successful blend
between traditional and modernising institutions, giving an interesting
perspective to Azúa’s concept of the ‘modernising gaucho’. Batlle did
actually give much importance to specialised know-how by incorporating
it into the policy-making process and argued that; “if I needed the army
generals to secure peace in 1904; in 1905, I had to turn to the engineers to
secure the countries development.”29 Yet, Batlle y Ordonez’s line of
thinking with respect to técnicos30 was apparently not as strong in the
movement that, after his death, dominated the State invoking his name.
Garcé speaks of a rupture in Batlle’s technico-political matrix during (his
nephew) Luis Batlle’s government (1947-1958), when “Uruguay clearly
fell behind the rest of the world in relation to State organisation and the
introduction of specialised know-how in public policies.”31 To make this
point more clear, I will quote one of Batlle Berre’s opponents, the Blanco

                                                          
26 Bértola, 1990:237.
27 Finch, 1981:165.
28 Jacob, 1981:76.
29 Garcé, 2002:27.
30 As Centeno and Silva rightly point out, there are many names to this group, técnicos,

technocrats or technico-political specialists (as Cavarozzi’s called them). In their
opinion, the most common view of technocratic experts is: personnel who use their
claim to knowledge (as opposed to representation or authoritarian control) to affirm
their right to rule (Centeno & Silva, 1998:3). For my, study I prefer to define
technocrats (or técnicos) from a career perspective. That is, as top civilian officials in
the State with no electoral experience, and leaving university degrees in the natural and
social sciences, including business administration and law (Schneider, 1998:77).

31 Garcé, 2002:30. The period of Luis Battle Berre’s presidencies is also known as ‘neo-
batllismo’ due to the implementation of reforms in social and industrial areas that were
assumed to follow the ideological spirit of Batlle y Ordoñez (Nahum et al, 1987:98).
This assumption should, in my opinion, not be taken for granted since there appear to
have been relevant departures from with Batlle’s way of doing things.
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Benito Nardone, whom argued that Batlle never “structured an
industrialisation plan nor had worried about the specialised studies from
the United Nations.”32

Paradoxically, it was during Batlle Berre’s period, when the Uruguayan
industrialisation process reached its apex.33 It is also in relation to this
period that the criticism to the Batllista policies mentioned above make
more sense. There was a kind of ‘shotgun marriage’ between a strong
industrial upsurge and a public sector increasingly dominated by political
clientele that promoted defragmented policies and indiscriminate industrial
subsidies. There were though initiatives to increase the degree of
professionalisation and rationalism in the administration. For example,
through the efforts made by the Minister of Hacienda, Nilo Berchesi,
during the early-1950s. Nonetheless, most of Berchesi’s proposals either
did not have any political support or were short-lived.34 As we will see in
chapter 2, it was not until the early-1960s when a serious attempt was
made to remedy this.

Private Sector Organisation
A first instance of manufacture-owner organisation appeared through

the creation of La Liga Industrial (The Industrial League) in 1879.35 This
short-lived initiative confronted hostile opposition from powerful
defenders of free trade. That is, from the agrarian landlords and
Montevideo’s commercial elite who controlled the country’s economy
based on liberal economic policies. As the very word league indicates, the
industrialists’ organisation was a loose union of different sectoral
associations that were rather weak. Yet, in time, the debate around a new
custom law would prompt the establishment of the Union Industrial
Uruguaya (UIU) in 1989.36 This organisation mobilised the supporters of
the industrial league to defend protectionist ideals. At this time, the growth
of the industrial sector and the government of Batlle y Ordoñez would
support the position of the industrials. Most of the UIU members were still
small workshop owners and there were scarcely any large manufacturing
enterprises in the country. For this reason, one could hardly find any
names from traditionally powerful families of agrarian and commercial
interests among the ranks of the UIU. There was, on the other hand, an

                                                          
32 This is quoted in Raúl Jacobs’ research on Uruguayan industrial history (Jacob,

1981:129).
33 Between 1936 and 1956, the number of industrial companies increased from 11470 to

28349 and employment, expanded by 161 percent (Jacob, 1981:129).
34 Garcé, 2002:32.
35 Jacob, 1981:43.
36 Ferrando, 1989:6-7.
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important participation of different immigrant groups.37 By the end of the
19th century, manufacturing activity by native-born Uruguayans was still
unusual. However, even if most entrepreneurs were of foreign origin, they
were all entirely resident in Uruguay.38 Foreign capital investments in
manufacturing before 1914 were rare.39

Another element that I want to highlight is the little involvement by the
State in the initial phase of the industrial organisations. Nevertheless, even
though the State was absent, many of the association’s younger members
later on became the country’s leading politicians.40 For example Batlle y
Ordoñez, who was active in La Liga Industrial as journalist, and José
Serrato who was a ténico at the UIU.41 It is thus not surprising that the
State’s position was very different during Batlle’s government. An
example was the State’s subsidy to the publication of the UIU’s journal.42

During this period, both the patterns of membership and the role of the
UIU changed due to the government’s emphasis on protectionist policies.
Industrial representatives (as I will discuss further in next chapter) were
included in the decision-making system and became part of the political
system.43

With the increased leverage of the sector, the empresarios required a
more hierarchical entity, which could represent them all in negotiations
with the government. In order to take on the leading and representative
role within the UIU, the Cámara de Industrias del Uruguay was founded
on April 14, 1914.44 But, the name UIU was retained while the documents
and statements were signed as ‘Cámara de Industrias del Uruguay,
Leading Corporation of the Union de Industriales del Uruguay’. In order
to abbreviate such a long name and to avoid the frequent confusions,
Cámara de Industrias del Uruguay was made official in the Statutes of
1973 as the only name of the Chamber.45 However, I am not convinced
that the confusion over names until 1973 was a merely administrative
                                                          
37 Curi & Etcheverry, 1984:46-49.
38 According to the Montevideo census from 1989, 88 percent of the industrial

establishments (except the jerked beef industry, saladeros) were owned by citizens
from other countries as well as 77 percent of their labour force.  Most of these owners
were residents who mobilised their capital in the country (Jacob, 1981:64).

39 Finch, 1981:162.
40 Curi & Etcheverry, 1998.
41 Serrato later became President of the Republic (1923-1927).
42 Jacob, 1981:69.
43 Da Cunha, 1994:15.
44 Jabob, 1981:96 and Astori, 1980:8.
45 The confusion over the different names still exists today since nobody at the Chamber

could really explain why there were different names or when UIU had been officially
changed to CIU.  I finally found the information of this in a mimeo-copy of the statute
that had been printed in the CIU’s Boletin Informativo (CIU, 1973).
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problem. The ‘Chamber’ became the central unit, not only of single
companies, but principally of a group of different sectoral industrial
associations. These, as I will later show, resisted and at times acted
independently of the central matrix, something that gave the IUI’s
organisation (and later the CIU) a certain degree of horizontality, both in
its organisational structure and in its patterns of relation. This means that
there was a high degree of autonomy of the sectoral associations
(gremiales) vis-à-vis the CIU’s board of directors.

CHILE

Unlike the Uruguayan flatlands that extended into Brazil and
Argentina, Chile is “a country with its back to the rest of America.”46 With
the Andean mountains on the East, the deserts in the North and the cap in
the South, geography was certainly one of the elements that helped Chile
to stay outside constant warfare in the Southern Cone during a good part of
19th century. By the first half of the century the rural hacienda dominated
the economy where inquilinaje47 was the main tenancy form. Two
elements gave the Chilean society certain features that distinguished it
from the Uruguayan and marked a different State formation. Simply put,
‘order’ and maintenance of  ‘hierarchies’.

According to the historian Claudio Véliz, out of the 500 families that
had economic, political and social power in 1850, many of them were still
influential in 1963.48 Moreover, after the independence war, the country
did not experience anything like the revolutionary Uruguayan gauchos. In
contrast to Uruguay, the Chilean revolutions were declared by the elites
and fought by regular armies lead by the aristocracy.49 As the sociologist
Maurice Zeitlin shows, the Chilean inquilinos were not engaged in any
known insurgency because they were both subject to the close supervision
of landowners and to the immediate discipline of the State.

By the mid-19th century, the Chilean State already had a highly
centralised, unitary, and hierarchical political apparatus.50 Unlike the rest
of the former South American Spanish colonies, in Chile, “the old colonial
bureaucratic machine was not destroyed but improved.”51 A strong central

                                                          
46 Subercaseaux, 1973:45.
47 Inquilino was a common agricultural tenancy form in Chile where the peasant rented

land from a landlord (patron) who exercised patriarchal power over ‘his’ peasants
(Gay, 1971: 161-163).

48 Véliz, 1971:238.
49 Edwards, 1971:175.
50 Zeitlin 1984:33-44.
51 Edward Vives, 1971:178.
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control was quickly reinstalled and it easily defeated all the attempts at
consolidating regional autonomies in the country52 The Chilean State
assumed the functions previously performed by former colonial masters,
and even extended the sphere of governmental intervention. By 1891, the
State (governing fewer than 3,000,000 citizens) was staffed by some 5,000
civil servants, 30,000 public employees (indirectly employed through
contracts for building the railroads, highways, bridges, and other public
projects), and another 40,000 workers involved in construction.53

Besides the War of the Pacific (1879-83)54 and a major revolution in
1891, Chile enjoyed long periods of stability through which the
presidential institution acquired a strong position. After the 1891
revolution, this was succeeded by a oligarchic parliament inspired by
liberal economic ideas. This period was characterised by urbanisation and
immigration, increased social polarisation, political predominance of the
plutocracy and increasing foreign investments in the Chilean mining
sector.55 However, as a reaction to the domination of the traditional elite,
the lawyer and former minister of Finance Arturo Alessandri Palma was
elected as president in 1920 (1920-25 and 1932-38), with the promise of a
broader social legislation and a constitutional reform to restore the power
of the President.56 Alessandri was forced to resign and a military junta
closed the Congress on September 11, 1924 (ironically, the same day and
month as the coup in 1973).57 However, supported by different military
fractions he came back to make one of his greatest achievements, the
Constitution of 1925.58

That constitution created a strong executive granting the president wide
political, administrative, legislative and judicial powers. The political
scientist, Federico Gil, calls this system a ‘legal-autocracy’.59 But the
parliament was not left without power. According to the new Constitution,
the legislature was rested with the power to approve public expenditure
presented by the executive, as well as the national budget. It also had the

                                                          
52 Cavarozzi, 1975: 40.
53 Zeitling, 1984:211.
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Atacama from Perú and Bolivia with their important Nitrate mines.
55 Véliz, 1971:245.
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(Godoy, 1971:345).
57 Nunn, 1979:67.
58 Nunn, 1970:97.
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regulations to supplement laws enacted by the Congress. This ordinance was, according
to Gil, the essence of the broad administrative authority of the executive (Gil, 1966:
89).
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authority to levy taxes and tariffs, authorise loans, to create and abolish
public offices, determine their functions and fix their remuneration.
Moreover, in 1946, the Parliament enacted a law that allowed two
representatives each from the Senate and the Chamber of Deputies to sit on
the boards and commissions that administered all autonomous or
semiautonomous State corporations.60

In the new political context, the parties (as in the case of Uruguay) were
institutionalised parts of the political system. Analysing their
characteristics (between 1933 and 1973), Tomas Moulian described the
parties as; a) oligarchic, b) traditional and c) ideologised.61 Oligarchic,
because their structure was designed to assure the continuity of a
leadership elite (of politicians) that rewarded loyalty and ideological
fidelity to the party. Traditional, since they were based on the voluntary
work of party members lacking in specialisation and in explicit standards
for recruiting their leaders, of whom many lacked political and
professional background. Finally, ideologised,62 since their perception of
reality was transformed by pre-established concepts containing ‘historical
laws’ of the ‘has to be’ type.63 Another view about the role of the parties
was given by the political scientists Samuel and Arturo Valenzuela who
argued that it was a two-tier system consisting of a national ideological
arena and a local electoral one. These tiers were bound together by vertical
party networks of an essentially clientelistic nature.64  In such a system, a
congressman could, in exchange for votes, intercede with the bureaucracy
to obtain needed goods and services for individuals and communities. In a
description that reminds of the Uruguayan case, Valenzuela and
Valenzuela spoke about the ‘small favour’ relationship as a dominant
feature in the system. In this respect the similarity of the two countries
appears to be particularly strong. Yet, as I will show below, the
‘clientelistic’ base of the Chilean State differed to the Uruguayan.

Early Industrial Policies
According to the economist, Henry W. Kirsch, the factors that spurred

Chilean industrialisation were already fully active by the late 19th

century.65  A turning point was the War of the Pacific because it generated

                                                          
60 Gil, 1966:109.
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I use the word ‘ideologised’.
62 Defined by Moulian as a cognitive-practical distortion where the relation between party

and reality is weakened.
63 Moulian, 1984: 62.
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65 Kirsch, 1977.
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a strong government demand for heavy industry to equip the army and
repair boats. But the war did also cause a fiscal crisis that the government
tried to solve by increasing the customs duties, principally import tariffs.
Such tariffs were almost non-existent in Chile until the establishment of a
general tariff of 25 percent in year 1878.66 Another important consequence
of the Chilean victory in the war was that the country’s territory was
enlarged by a third, gaining the disputed rich mineral deposits in the North.
Those minerals became the country’s most important source of income
that (in time) would promote a period of unprecedented prosperity. Oscar
Muñoz Goma points out this as a strategic element for the
industrialisation.67 Before the conflict, the Chilean manufacturing sector
consisted of a small number of isolated factories and an array of small
workshops.68 After the war, both railroad construction and the mining
sector became important engines of industrial growth and encouraged the
establishment of heavy industries with growing demand for locomotives
and mining equipment. It is interesting to note that in Chile both State-
owned and private companies produced the locomotives locally since
1886.69

The Chilean industry emerged then in a close relation with the State,
either under tariff protection, or directly under its ownership. Even if it
may be, as Montero points out, that; “the early formation of the Chilean
entrepreneur took place in a context of an adventure capitalism possessed
by the idea of rapidly making a fortune,”70 they were definitely not against
State protection. The industrialists argued that with the complexity of
modern life, State intervention had become necessary, but within certain
limits. In their opinion, the State should limit itself to the role of guide and
co-ordinator, but without ‘killing’ the private initiative.71 This was their
position when another hallmark for Chilean industrial policies was created
in 1939 by the initiative of President Aguirre Cerda (1938-1941), namely
the development agency CORFO. One aim of Cerda’s government was to
build an organisation that could spearhead the industrialisation process,
principally in the areas where the private sector was weak. Another goal
was that the corporation should be highly professional and independent of
the political parties. In fact, one condition of CORFO’s first president
Guillermo del Pedregal to accept the job was that the State would not
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interfere in corporate appointments, something that Aguirre Cerda
accepted.72

CORFO soon became a leading force in the Chilean industry. It made
investments in steel production, oil, electricity, forestry, fishing, and agro-
industrial companies, and attracted many young engineers and economists
with entrepreneurial spirit. Furthermore, CORFO became a meeting forum
for different sectors of the economy. It’s managing board brought together
representatives from Chile’s Central Bank, the Banco del Estado, the
Ministries of Economy and Agriculture, the SNA,73 the SFF, the National
Mining Society (Sociedad Nacional de Minería, SONAMI) and the
Chamber of Commerce (Càmara Nacional de Comercio, CNC). One
characteristic of this board was the permanent dialogue between the
private and the public sectors where people worked with each other in
spite of ideological differences.74 A remarkable element is that the State,
through CORFO, showed the capability in devising and implementing the
necessary linkages between the enclave sectors (as mining) and the rest of
the economy. This effort was directly linked to the rapidly expanding
stratum of ambitious ‘technico-political specialists’ competing for the top
political and technico-administrative positions within the State-
apparatus.75

A study by Patricio Silva does, however, find the origins of Chilean
State technocracy earlier to CORFO. In the 1920s, the administrative
reform and expansion of the State (during the first government of Arturo
Alessandri Palma) were legitimated with the aim to achieve efficiency and
technical excellence in the management of State affairs.76 Silva illustrates
this process by analysing the role of Pablo Ramirez, the finance minister of
President Carlos Ibañez del Campo (1927-31 and 1952-58), who promoted
a comprehensive reform of the entire public administration. It became
more centralised and professionalised through an increasingly meritocratic
system and allowing engineers to reach top positions in the bureaucracy.
By 1929, he could claim with some truth that: “our government today is
exclusively technical; the engineer, the banker, and the expert in economic
affairs have replaced the professional politician. In this way, the
government has been able to restore economic activity, to solve the
saltpetre crisis, to initiate a huge plane of public works…”77 The contrast
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to the Uruguayan Nilo Berchesi’s failure in reforming the administration is
striking.

Private Sector Organisation
Unlike to the Uruguayan case, the foundation of the SFF was

accompanied by an official initiative to actively support its creation.
Complying with demands from entrepreneurs and the State’s
preoccupation for the creation of a national industry, the SNA was asked
by the Finance minister Pedro Lucio Cuadra to support the creation of an
association representing national manufacturing interests.78 In this way,
under State aegis and with public financing, Chile’s first national
manufacturers association, the SFF, was established in 1883.79 It was a
very modest organisation with no location, having to meet in the premises
of the SNA.80 The fact that the SNA was helpful shows that there were no
deep dividing lines between agrarian and manufacturing interests. Albeit
the industry grew very rapidly during the early 20th century, there were no
serious confrontations between rural and industrial interests. In fact, many
landlords were also owners of manufacturing companies.81 The ‘enemies’
of the SNA were somewhere else. As it’s president Guillermo
Subercaseaux maintained, in 1913: “...it does not exist, in Chile, this
conflict between agriculture and manufacturing industries...on the other
hand in the salt and mining industry of the North we can see a
confrontation of interests with agriculture producers of Central and
Southern Chile...”82

 One of the main objectives of the SFF was to become the voice of the
country’s industrial interests. It also sought to increase the industrial skills
of Chilean youth through education centres, and organise serious statistical
studies of manufacturing production. Furthermore, the SFF promoted the
studies on the production conditions of the country, and organised the
reception and integration of immigrants into the labour market.83 The
demands of the association were, generally, directed to increase protection
against foreign products and support of the national industries. Following
that line of thinking the association strongly opposed the dominating
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economic liberal doctrine of the time. This early position can be illustrated
in an excerpt from a SFF bulletin:

“In spite of the evident failure of the free exchange doctrine of
‘laissez faire’ and the grave difficulties in which we find ourselves,
because our Statesmen always have ignored the interests of the
national producers...government lives between dubious attitudes,
without courage to face the economic problems that we have
today.”84

With the introduction of ISI strategies and the transformation of
industrialisation into a key State policy, the role of the SFF increased. The
association created important research activities with studies in statistics,
labour conditions and productivity.  But the SFF also took part in the
planning activities of the State through institutions like CORFO, or
directly advising ministers and presidents.85

Summary
By the late 19th century, national consolidation topped the agenda of

Latin American countries and States were being transformed. The elites
were attracted to positivist ideas, which entailed the belief that there was
no problem confronting society which science could not solve. In some
countries, like Chile, positivism even led to the development of the idea of
‘scientific politics’.86 Chile actually had one of the earliest and solid post-
colonial (Spanish) State formations backed by one of the most long duree
aristocratic class’s of South America. In Uruguay, on the contrary, the
State formation was made under almost constant warfare during the whole
century. Hence, the Uruguayan State consolidation and the structuring of a
leading oligarchic elite delayed. This weakened the hierarchical social
order and strengthened a horizontal system dominated by the caudillos.
Nonetheless, in spite of their differences, during the first half of the 20th

century, both countries had established stable democratic institutions and
encouraged economic industrialisation with strong support and
participation of the State. What Centeno and Silva described for Latin
America as a whole was certainly true for Chile and Uruguay. That is,
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“after the economic crisis of the 1930s, modernisation remained a sacred
goal, but few people believed anymore that it could be left to the free
market to reach it.”87

In that period, both countries shared common elements as a high
degree of political stability through a well-established party system,
combined with a large influence of the public sector over the economy.
This was particularly so in relation to the industrial sector. Yet, there are
two major differences that stand out and are crucial to understanding the
later evolution. On the one hand the Chilean State apparatus and society
maintained its hierarchical features. This is exemplified by CORFO,
Ramírez’ administrative reforms and even in the formation of the SFF.
These were top-down initiatives where the State had a leading role. Note
that the industrial association in Chile was not named ‘Chamber’ (as they
generally are in Latin America) but as ‘Society for Factory Development’.
Behind this name we find the early, and not so invisible role of the State to
promote development. Beyond ideologies, in Chile, the hierarchical system
has encouraged the sustainability of ruling elites and meritocratic-based
structures. It is therefore not a coincidence that Moulian labelled the
parties as ‘oligarchic’. Thus, the two institutions that stand out in this
environment are elitism and meritocracy.

I also found a clear diverging pattern between the countries in the role
of ‘scientific politics’. Meritocracy seemingly played a lesser role both
among Uruguayan empresarios and officials, than among their Chilean
counterparts. It is though interesting that in spite of the differences, both
countries managed very well with regard to political stability, growth and
industrialisation. In Uruguay, during Batlle’s presidency, meritocracy
acquired a stronger position vis-à-vis clientelism, something that combined
with a strong caudillo authority (Batlle’s) apparently became a successful
blend to promote changes. Yet, in the 1950s, the Uruguayan models ran
into deep difficulties. Thus by a time when global institutions were
promoting new forms of State organisation and rationalisation, the country
remained stalled. Attempts to reform, as the one of Nilo Berchesi, were
resisted but there would be more efforts in the early-1960s. Uruguay,
maintained then strong horizontal features that can be observed through
the defragmented features of policies and public administration, as well as
in the strength of caudillismo and clientelismo.

In summing up, I have tried to sketch out in table 1 below, the
dominating institutions in each case that I see as the traditional institutions
– elitism and meritocracy (professionalism) in Chile, and caudillismo and
Clientelism in Uruguay. It doesn’t mean, of course, that caudillismo and

                                                          
87 Centeno & Silva, 1987:24.



CHAPTER 144

clientelism didn’t exist in Chile, or that Uruguay lacked elites or
meritocratic elements. I just mention those that I found strongest in each
environment and that are contrasting. It is important to clarify the
difference between caudillismo and elitism as I use the concepts here. To
be short, I would say that the caudillismo has more to do with charisma
than class and it functions ‘horizontally’ in the society by cutting across
class and other social divisions. Perhaps one could use the notion of  “best-
among-equals” to describe this kind of structure. Elitism, on the other
hand, is based on class and is more ‘vertical’ since it leads to segmented
groups in the society. Verticality has to do with a hierarchical order where
certain groups are destined to be in dominant positions. It is therefore not
surprising that so many studies about Chilean private sector associations
(including the SFF) refer to this group as the country’s leading oligarchy
and elite. The next chapter concentrates on the first period of analysis of
our cases, where we examine how these institutions responded to new
institutional challenges that I see as a first World-cultural wave.

Table 1.  Traditional Institutions

CHILE ELITISM MERITOCRACY

URUGUAY CAUDILLISMO CLIENTELISM



CHAPTER 2

THE ASSOCIATIONS IN THE SIXTIES
__________________________________________________________________

“…la economía está al servicio del hombre,
que es el fin del esfuerzo en que todos
estamos.”

Raúl Prebisch1

Since the 1930s, the economies of many Latin American countries were
characterised by a transition from export-led growth to inward-looking
development. Import substitution grew out of the Depression.2 According
to Victor Bulmer-Thomas, one of the most important changes, “involved
the switch from self regulating economic policies to policy instruments
that had to be manipulated by the authorities.”3 Since, the late-1940s, the
shift of policies also received an important intellectual impetus from
CEPAL. Two objectives of the ideas recommended by the Commission
were to escape from the dependence on unstable world markets and solve
the problems related to shortage of foreign exchange. Towards the early-
1950s all the so-called LA-6 countries had adopted the new development
strategies: Argentina, Brazil, Chile, Colombia, Uruguay and Mexico.4
Another issue that motivated a closer integration of the Latin American
countries were the introduction of protectionist trade policies in developed
countries, particularly in the European Economic Community (EEC).

The limits of the ISI strategy became evident towards the late-1950s.
As Bulmer-Thomas suggests, “the protection offered to industry had been
ad hoc, often inconsistent, and geared to a defence of the balance of
payment rather than the needs of industry.”5 Moreover, much of the
manufacturing sector suffered from high costs and inefficiency and the
domestic markets were usually too small to support scale production.
Problems of inefficiency, says Bulmer-Thomas, stemmed from the
distortions in factor prices, the lack of competition in domestic markets,
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and the tendency toward an oligopolistic structure with high entry
barriers.6 In spite of industrial growth the inflow of capital was still
dependent on the export of primary products whose prices fell after the
Korean War in the late-1950s. Thus, by the early-1960s many Latin
American countries, among them Chile and Uruguay, faced balance of
payment problems and inflation. One of the most influential responses to
the crisis came from the desarrollismo approach. An economic model that
was based on certain theories, embraced a series of values, and advocated
a set of policies based on the belief that industrialisation was necessary for
development.7

But we cannot speak of desarrollismo without a particular mention to
the U.N. commission, CEPAL, and its general secretary Raúl Prebisch,
whose ideas played pivotal role in the Latin American intellectual world of
those days. Already in the late-1950s, Prebisch warned of problems of ISI-
strategies, looking on economic liberalism with a suspicious eye and
believing that the State should take a prominent role in promoting
development.8 The Commission emphasised the role of foreign trade,
particularly regional trade, and maintained that industrialisation played a
pivotal role for development. 9 As Bulmer-Thomas explained, “other
activities linked to the home market, such as construction, transport, and
finance were not neglected, but the base of the pyramid was seen to rest
firmly on the shoulders of the industrial establishments that had grown up
in a market sheltered from imports.”10

The shift from the early ISI-strategies towards this form of
developmental approach can be described as the movement from
‘empirical desarrollismo’ to ‘doctrinaire desarrollismo’.11 While the
former (outlined progressively since the 1930s to the end of the 1950s)
was characterised for being practical and based on experiences of

                                                          
6 Bulmer-Thomas, 1994:283.
7 Sikkink, 1991: 32.
8 Iglesias, 1999:151 and Hodara, 1987. Prebisch and his colleagues in CEPAL did also

take distance from left wing arguments. As Osvaldo Sunkel noted, “there was a very
strong Marxist argument, which we would not share in CEPAL, which argued that the
development of developed countries produced the underdevelopment of
underdeveloped countries – in other words, a cause and effect relationship. Our
argument was that both developed and underdeveloped countries grew out of this
relationship, but some grew more than others did. In PBS - Commanding Heights: the
battle for the world economy, the 03-27-2003. Available in
http://www.pbs.org/wgbh/commandingheights/shared/pdf/int_osvaldosunkel.pdf.

9 Iglesias, 1999:65 and CEPAL, 1969.
10 Bulmer-Thomas, 1994:278.
11 Garcé, 1999:64.
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particular countries,12 the latter was more academic and rational. It is the
latter that will be at the centre of my attention. For my study desarrollismo
is of great importance from two points of view. Firstly, it gave a pivotal
role to the industry, a reason for which we will find many points of
interaction with the CIU and the SFF. Secondly, it was not an isolated
Latin American phenomenon since it was linked to the global spread of
Keynesian doctrines and their emphasis on planning.13. But as Sarah Babb
rightly points out:

“Latin American developmentalism was not identical to the
Keynesian paradigm of industrialised countries, since the latter
focused on the securing of the aggregate volume of output
corresponding to full employment, rather than the promotion of
activity within particular economic sectors. However,
developmentalism paralleled and complemented Keynesianism in a
number of important ways. First, the two shared a common rejection
of the minimalist government role endorsed at the turn of the
century: Keynesianism and developmentalism both advocated a
strong government role in the economy. Second, Keynesianism
provided a new theoretical justification for developing countries to
pursue policies that were fundamentally different from those of the
industrialised world.” 14

A third element that they had in common was the strong rational and
scientific institutional bias that gave a predominant role to professionals.
CEPAL recommended a set of policies that appealed to new forms of
rationality in the administration.  Thus, besides industry, desarrollismo
gave a new role for science in the administration (public and private). It
placed a high premium on technical improvements and skills that were
inherent to the rational planning and evaluation methods, to permit more
sophisticated forms of State direction of the economy.15 In this way, the
técnicos became increasingly influential in the country’s policy-making
structure.16 We can see here how macro institutions influenced the
‘doctrinaire desarrollismo’ that I will define as the local manifestation of a

                                                          
12 Kathryn Sikkink argues that the developmentalists (I suppose that she refer here

fundamentally to politicians) were practically oriented and were more influenced by the
examples of particular countries, such as the early U.S. protection of its infant
industries, rather than specific theorists (Sikkink, 1991:54).

13 For an interesting analysis of the ‘Keynesianizing’ of governmental polices, read work
edited by Peter A. Hall (Hall, 1989). Moreover, in what respect to planning one
important source of inspiration was the French post-war planning system. About this,
read Cohan, 1977.

14 Babb, 2001:7-8.
15 Sikking, 1991.
16 Lanzaro, 2000 (a) :17.
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World-cultural wave. Even if the ‘globalisation’ concept was not used at
that time, new forms of influence from IOs gained strength throughout the
world. In Latin America, these IOs became the major carriers of what I call
the ‘first world-cultural wave’ in the region. Even if there were already
contacts with other IOs and the so-called ‘Money doctors’ before the
war,17 there was never anything so universal and comprehensive as the IOs
that appeared after 1945. The most important carrier of the new global
institutions was the United Nations Economic Commission for Latin
American and the Caribbean (ECLAC) – CEPAL.18 But there were others
also.

In March 1961, only six weeks after his inauguration as President, John
F. Kennedy launched his famous initiative to promote economic
development in Latin America. It was called Alliance for Progress and was
officially inaugurated by the signing of the Charter of Punta del Este the
August 17, 1961.19 In a message to the U.S. Congress, Kennedy announced
that the new policy towards Latin America was going to be based on the
strengthening of democratic institutions as well as economic and social
progress. This was indeed a change of policy in the U.S. administration.
Prior to Punta del Este, the U.S. attitude toward Latin American
integration had been ambivalent, if not hostile. Many influential people
(both in the government and in the private sector) saw CEPAL as an
intruder in hemispheric economic relations, a defender of ‘Statist’ and
‘Socialist’ tendencies, and a competitor to Organisation of American
States (OAS).20 CEPAL, in their opinion, duplicated and competed with
the work that was being carried out in OAS, that was more open to U.S.
influence.21 There was also hesitation in creating the Inter-American
Development Bank (IDB) since the U.S. officials mistrusted the capacity
of Latin American governments to create their own investment projects.22

                                                          
17  Drake, 1989 and Centeno & Silva, 1998.
18  I found, in Sikkink’s book, an interesting quotation of a Brazilian developmentalist

who said: “really, the ideology of development was born at the U.N…The U.N. was the
oven where those ideas were cooked” (Sikkink, 1991:55).

19 President Kennedy’s proposal meant an important change in the relations between the
U.S. and Latin America. In a message to the U.S. Congress in March 1961, he
announced that the new policy was going to be based on the strengthening of
democratic institutions as well as economic and social progress (Cardoso & Helwege,
1992:64 & Kennedy, 1969:79-81).

20 Wionczek, 1966:320. The OAS was a forum for heads of State from the Western
Hemisphere, crated in 1948, the same year as CEPAL.

21 According to Sikkink the CEPAL was created against the will of both the United States
and the USSR (Sikkink, 1991:57).

22 Tomassini, 1997:169. But the apprehensions went also against the U.S. Claudio Véliz
tells that a group of Latin American economists, including Felipe Herrera, Raúl
Prebisch, Antonio Mayobre, Jorge Sol, and José A. Mora, considered that the almost
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Only after the Cuban revolution did apprehensions in the U.S. regarding
the political and economic consequences of Latin American integration
start to disappear. It was then not a coincidence that the IDB was
established in April 1959, with the Chilean Felipe Herrera as it’s first
President. 23

Notwithstanding the fact that developmentalism was influenced by
global institutions, it was as Sikkink rightfully notes, “simultaneously an
hegemonic and counter-hegemonic model of development that linked
international and domestic levels…”24 Using my terminology,25 I would
say that the international (hegemonising) level was represented by the still
incipient World-culture manifested through rationalising institutions and a
new way of measuring efficiency in the administration. The local level, on
the other hand, was represented by those particular elements that
encouraged the Latin American desarrollismo and transformed it into a
powerful movement of ‘continental regionalism’, in Felipe Herrera’s own
words.26 But the concept ‘regional’ has here a twofold meaning. On the
one hand, it was ‘regional’ because it originated and was a source of
inspiration for people (scholars, politicians, técnicos, etc.) across the
region, and, on the other, because one of its main goals was to encourage
regional economic integration. Hence, an immediate result of Kennedy’s
more open position towards the desarrollista agenda was the creation of
LAFTA in 1961.27

The Punta del Este Charter (the legal instrument of the Alliance for
Progress) recognised LAFTA as an efficacious instrument for accelerating
Latin America’s development.28 Kennedy did also point out the IDB, the

                                                                                                                                    
diffident interventionist proposals of the Alliance for Progress were flawed by an
excessive reliance on market forces. Moreover, “only five days before the formal
announcement, on March 8, 1961, they presented a document to President Kennedy in
which they stated their disagreement with the suggestion that the free play of economic
forces could be assigned a role in bringing about the required structural changes,
asserting instead that ‘vigorous state action’ was required and that it would not be easy
to overcome the resistance of private groups” (Véliz, 1994:194).

23 Herrera belonged to the group of desarrollistas who were inspired (and worked with)
Prebisch and many other scholars, professionals and politicians. The foundation of the
IDB was one of their dreams, an instrument that would encourage economic
integration, industrialisation and attract capital into the region.

24 Sikkink, 1991:6.
25 I am not so sure if it is the same for Sikkink since she doesn’t have a deeper discussion

on what she means with ‘hegemonic’.
26 Herrera, 1967:9.
27 I admit that this affirmation is still weak since my knowledge about the issue is limited

and there is more research needed on the relation between U.S. and Latin America
during this period.

28  Wionczek, 1966:320.
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World Bank and OAS as channels for the American co-operation
assistance.29 In this way the IDB also became a key organisation of the
process. The Alliance for Progress meant a good framework for the
initiation of the Bank’s activities and the prospects were certainly positive,
since the U.S. government promised a decade of maximum effort in which
it would contribute with ten billion USD (fundamentally from public
funds) to promote the development of the region. This meant support for
improving planning, economic integration, price stabilisation, education,
and the promotion of science and technology. A first step towards that
direction was to put under the administration of the IDB the major part of a
fund of five hundred million USD, which implied a considerable increase
in the capital of the Bank.30 Notwithstanding this strong U.S. economic
backup, one of the aims of the IDB’s founders was that the Latin American
States should contribute the majority of the capital and also have
representation on the Board. Herrera even described his vision of the Bank
as a “Bank of the deudors.”31 In relation to the objectives of the IDB,
Felipe Herrera (along CEPAL’s line of thinking) maintained that the
industrialisation of Latin America was closely linked to the prospects of
export orientation.32 Thus, increasing industrial exports and promoting
economic integration became central to IDB’s strategy, a reason for which
Herrera also described the IDB as the ‘Bank of the integration’.33

It is not a coincidence that the first Latin American economic
integration schemes such as LAFTA were created shortly after the IDB. As
Christopher Mitchell suggests, “the técnicos played an important part in
creating LAFTA and pushing it towards high policies, but their
effectiveness would have been greatly diminished if powerful factors from
outside Latin America had not assisted them.”34 Without the assistance of
the IOs mentioned here, the integration process would have been much
more difficult, if not impossible. But LAFTA was not only about
economy, the integration process also meant larger flow of communication
among countries and new forms of interaction between business and
professional associations.35 Moreover, according to Ernst B. Haas and
Philippe C. Schmitter, “there is no doubt that the stimulus of a new body
of rules (because it was considered potentially beneficial or harmful to
private business) was responsible for an unprecedented growth in the

                                                          
29 Cardoso & Helwege, 1992:64 and Kennedy, 1969:79-81.
30 Tomassini, 1997:149.
31 Tomassini, 1997:135.
32 Tomassini, 1997:165.
33 Tomassini, 1997:201.
34 Mitchell, 1967:5.
35 Hass & Schmitter, 1966:283.
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corporate contacts among Latin Americans; the growth has provided them
with their first opportunity to attempt transnational lobby.”36 As I will
show below, an effect of the LAFTA process was the emergence of
regional empresario networks like the Association of Latin American
Industrialists (Asociación de Industriales Latinamericanos, AILA)
founded at the first Congress of Industrialists from the LAFTA countries,
in April 1962.37 I will refer more closely to this organisation in the study of
our two cases.

Having outlined the institutional context of the period in which my two
associations were embedded, I will now briefly highlight the particular
situation of Chile and Uruguay at that time. Throughout the 1950s, both
countries had been highly inspired by the empirical desarrollismo. During
the early-1960s, in Chile, the doctrinaire desarrollismo dominated the
agenda through the Christian Democrat government of President Eduardo
Frei Montalva (1964-70) who transformed CORFO into a key agency of
his developmental aims. Together with Mexico, Chile was pointed out as
the most successful examples of desarrollista policies.38 In Uruguay, the
doctrinaire desarrollismo led to the creation of the Investment and
Economic Development Commission (Comisión de Inversiones y
Desarrollo Económico, CIDE) on January 27, 1960 (note that it was before
the charter of Punta del Este). CIDE had indeed a staff of high level
professionals and it made qualified reports and proposals, but it never
came close to the resources and strong executive role assigned to CORFO.
But fundamentally, it never gained the level of consensual support from
the society that CORFO had acquired in Chile. In spite of their differences,
CORFO and CIDE are of particular importance for the study of this period
since they represented an important point of interaction between State and
industrial empresarios.

                                                          
36 Hass & Schmitter, 1966:284.
37 Industria, No 10. 1965:6.
38 Cardoso & Faletto, 1969:123.
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THE URUGUAYAN CASE

“En Uruguay, no existe historia. Todo es
política”

Alberto Zum Felde39

In the mid-1950s, after having almost doubled the value of industrial
production in little more than a decade, the Uruguayan industrial sector
started a long period of stagnation. It was not until 1964 that the
manufacturing production reached the 1957 level. To find a solution to the
crisis, the Uruguayan government (the first entirely Blanco government in
the 20th century, elected in 1958) called a foreign mission (from the IMF)
to study the economic situation. The recommendations from that mission
were fundamentally aimed to dismantle State intervention and create a free
exchange market.40 With these ideas as guidelines the government adopted
the Exchange and Monetary Law in December 1959, which ended many
traditional controls of exports and imports. Other important measures
introduced by the Blancos were the adherence to LAFTA and the creation
of CIDE in 1960. If the trade and monetary reforms were important steps
to break with traditional polices, the creation of CIDE was not a minor
change because it meant an innovation in the way of conceiving national
policies.

With the public accountant Enrique Iglesias, as its first Technical
Secretary41, CIDE was entrusted with the task of studying the country’s
socio-economic situation and make proposals for a development strategy.
These proposals would contain a 12-year plan with long-term objectives
and a 3-year plan of private and public investments. Following that

                                                          
39 Zum Felde, 1941:184.
40 Finch, 1981:237.
41 CIDE was administratively under the Ministry of Finance, yet, Iglesias did not accept to

work as an official of the Ministry wanting to maintain his link to the University where
he worked at the Institute of Economics. In that way the post of Technical Secretary
was created so he could lead CIDE’s technical work without belonging to the Ministry
and thus maintaining an ‘independent’ position towards both State and political parties
(Garcé, 2002:51). Iglesias became (after the CIDE experience) President of the
Uruguayan Central Bank, assessor of Raúl Prebisch and later on  (in 1972) the General
Secretary of CEPAL. He held this post until 1985 when he became the Uruguayan
Minister of Foreign Affairs during the government of Julio María Sangunitetti. In 1988
he was appointed as the President of the IDB.
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mandate, CIDE (that was placed under the Ministry of Finance) conducted
studies and made recommendations for reforms in administration,
education, public health, foreign trade, industrial polices and other issues.
CIDE’s assessment of the various ministries indicated lack of co-
ordination and evaluation. CIDE also noted that the ministries did not have
the technical units to carry out activities related to administration and
services. To address these issues, CIDE recommended extensive reforms
in public administration.42 These reforms (according to them) had to be
directed towards export-led growth, less regulations and, an increased co-
ordination and professionalisation of public administration.43 In the case of
the Ministry of Industry, in particular, CIDE proposed to reform it into an
industry promoting entity.44 But the modernising and technocratic content
in the package of recommendations made by CIDE, never gained (as a
whole) consensual support of the Uruguayan political forces. About this,
Finch argues that the plan

“…was directly against the interests of the parties themselves, of the
bureaucracies they controlled, of the private sector in general, of the
landed interest and the commercial-financial system in particular.
The centres of economic and political power within Uruguay had no
interest in the introduction of an effective planning process, and
were able to prevent it.”45

Adolfo Garcé challenges this argument stating that Finch didn't
perceive the plethora of modifications that CIDE promoted in public
policies challenges this argument. According to Garcé, rather than being
actively against CIDE the political parties46 transformed its proposals into
‘political capital’ in election campaigns. The same was true for the private
sector chambers that he described as reacting positively to CIDE’s
proposals.47 An in-depth discussion about the two first points is beyond the
scope of this study. Though, in relation to the position of the private sector
I found plenty of data supporting Garce’s argument. As I will show below,
I could not find a negative position towards CIDE and its reform package
among the industrialists.

                                                          
42 CIDE, 1966 and CIDE, 1989.
43 Iglesias, 1966.
44 CIDE, 1966:307.
45 Finch, 1981:241.
46 He refers to the two largest parties at that time, the Blanco and Colorado.
47 Garcé, 2002:145. Some changes inspired by CIDE’s proposals were introduced after a

Constitutional reform approved in 1966 and formally became valid since 1967. For
example, the creation of the Uruguayan Central Bank (Banco Central del Uruguay), the
Planning and Budget Office (Oficina de Planieamiento y Presupuesto, OPP) and the
Civil Service Office (Oficina Nacional de Servicio Civil, ONSC).
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With regard to changes made during the 1960s I also want to remark on
the change in the composition of the governmental elites’. Since the
Blanco administration of 1959, an increased empresario representation
became more evident. This trend continued in the subsequent Colorado
administrations. In 1966, during the government of the Colorado
President, Oscar D. Gestido (1966-1967), an unprecedented number of
empresarios were appointed as Ministers. This meant a break with the
traditional conformation of the countries political elite. His successor,
Jorge Pacheco Areco (1967–1971) continued this policy through the
formation of the so-called ‘empresario cabinet’ (from 1968)48 where
professional politicians were displaced by empresarios linked to the most
powerful economic groups of the country and without any party
background.49 Finch also notes a change and pointed out that towards the
end of the 1960s, the division between landowners, bankers and
industrialists that existed in the 1920s and 1930s had been gradually giving
way to a confluence of interests.50 I believe that this argument should not
be overemphasised since there were many splits within the private sector.

National Level

The State and the Industry
The most important public agencies in the industrial sector were the

Ministry of Industry, the BROU, and public co-corporations such as
ANCAP. But there were no centralising units such as CORFO. It is
actually difficult to speak of long-term thinking or real industrial
development policy in Uruguay. Rather, what we find is the use of
widespread protectionist instruments. The most important was a law from
1931 authorising the executive branch to raise duties from 31 to 48 percent
on foreign goods for which there were similar national production. In the
same year, the president was also granted with powers to suspend imports
for up to one month on a wide range of goods that were produced
nationally and in 1933, multiple exchange rates were established through a
compensating system of preferential exchange rates.51 In broad lines, until
the 1950s protectionist structures were expanded even further until the

                                                          
48 About the issue, read Nahum et. al., 1993.
49 Caetano, 1992:35 and Real de Azúa, 1988:49.
50 Finch, 1981:184.
51 A multiple exchange rate system exists when authorities charge different exchange

rates for different types of foreign exchange transactions, whether on the import or the
export side, amounts to having a different tariff or subsidy rate on each good according
to the exchange rate were used (Connolly & DeMello, 1994:6 and 19).
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Blanco’s reforms in the early-1960 that intended to stop State intervention
(for example, through the Monetary Law of December 1959). However, as
Michael Connolly and Jaime de Mello concluded, these reforms ended up
reinforcing parts of the protectionist system. The executive branch, for
example, was authorised to impose surcharges of up to 300 percent, to
require prior deposits for imports, and to prohibit imports for up to 180
day. Moreover, in 1964, the government started to compensate exporters
through reintegros52 of up to 20 percent of the value and by relieving them
of import duties on imported inputs used for export-oriented production.53

In spite of the more liberal discourse, protectionism and political
clientelism continued to be the main grounds of the system. Laws to
encourage competition and check State paternalism towards the private
sector, as those recommended by CIDE,54 were generally neglected.
According to Caetano, the private sector associations were satisfied with a
stronger veto capacity and they were much more efficient in opposing or
supporting punctual initiatives rather than elaborating own alternative
policy proposals.55 I think that one has to be careful about two issues here.
On the one hand, the ‘were satisfied’ argument, and on the other, that they
had a ‘stronger veto capacity’. Caetano himself argues that in spite of the
economic growth until the 1950s, the Uruguayan capitalist class remained
as subsidiary of the political system and continued to be incorporated in
the dominating party networks.56 This was particularly true for the
industrial sector that was very dependent on the home-market, protected
“by a State whose short-sighted policy they neither had the strength nor a
feasible program to hegemonise.”57 Howard Hendelman’s research
supports this view. He remarks that the Uruguayan “economic elite could
not dictate government policy because elite interests sometimes conflicted
with each other. The Chamber of Commerce and the Federación Rural, for
example, usually opposed protectionism and industrial tax benefits
favoured by the CIU.”58 In spite of liberalisation and single empresarios in
governmental positions, the State continued the preferential role of
political parties as interlocutors of particular interest. This challenges the
                                                          
52 This was a tax rebate system that functioned as subsidies for the non-traditional export

oriented companies. As Finch points out, the importance of this tool could be seen in
terms of the ratio of their value to the value of exports. It averaged 1 percent during
1969-72, increasing to 55 percent in 1975, which represented approximately one half of
the central government is current expenditure deficit (Finch, 1981:264).

53 Connolly & de Mello, 1994:20.
54 Iglesias, 1966:98.
55 Caetano, 1992:26.
56 Caetano, 1992:27-28.
57 Bértola, 1990:152.
58 Handelman, 1979:5.
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argument stressing the empresarios predominance that were mentioned
above, at least from the perspective of the industrialists. There was of
course an influential lobby but the industrialists as a group, like the
técnicos, were pariahs of the core decision-making instances.

 In respect to the industry, there were no centralised units with a deep
sectoral overview that could design long-term strategies and with the
power, know-how or resources to act. Industrial ‘policies’ were instead
disseminated through different units in a system that Philip B. Taylor has
called as ‘institutional dysfunction.’59 Thus, in spite of the dramatic growth
of the industrial sector and the changes in the world-economy, Uruguay
maintained strong patterns of continuity in the fragmented State policies
towards the sector. In that context (or because of this), CIDE appeared as
an enlighten exemption that was of great importance for the industrials.
Besides working with national development plans, CIDE made sectoral
studies and became an arena of interaction between public and private
sectors. This interaction reached such importance that it inspired the
industrials and other private sector associations to create their own
organisation to “adopt common proposals, in the permanent dialogue that
the development requires.”60 This organisation was the Co-ordinating
Commission for Economic Development (Comision Coordinadora para el
Desarrollo Económico, COMCORDE) that will be analysed below.61

Structure of the CIU
In the first half of the century, the CIU was transformed into a solid and

increasing influential organisation in contrast to its weak role at the
beginning. This process was, as in the case of Chile, linked to the strong
evolution of the industry and to the strengthening of economic groups with
investments in the sector. In fact, around 50 percent of Uruguayan
industrial groups were formed between 1933 and 1954, and most of them
where affiliated to the Chamber.62 The Chamber represented the most
important industrial groups of the country and no other organisation could

                                                          
59 Taylor, 1963.
60 COMCORDE, 1973.
61 I am grateful to Adolfo Garcé who provided me with the insights pertaining to the

insight about the importance of COMCORDE.
62 Zurbriggen, 1999:4.
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Figure 2.  Organization Chart, CIU - 1996
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challenge it in that role. By 1966, around 20,000 companies with
approximately 500,000 employees were members of the CIU.63 If we look
at the formal structure of the organisation (see Figure 2), the most
representative entity was the General Assembly (GA) which elected the
Board of Directors (BD). The members could only vote for a list of
candidates without any possibility to vote single members. According to
the statutes, the Chamber had three types of members: a) the ‘active
members’ who were owners of industry in the country; b) the ‘protector
members’, that is, all those individuals or organisations (national, regional
or international) supporting the activity of the Chamber; c) the ‘honorary
members’ consisting of individuals who had contributed to the work of the
Chamber and the national industry. Among these categories, only those in
group a and b had the right to vote, but only after six months of
membership.64

Another important form of membership was that of other industry
owner associations (Gremiales). The CIU was an umbrella organisation of
many different sectoral manufacturer organisations. According to the
annual report, 39 such associations were affiliated to the Chamber in
1966.65 However, to be members of the CIU they were required to have all
its members registered as members of the Chamber.66 A requirement that,
in practice, was not strictly controlled giving an increased influence and
independence to the Gremiales. These were also granted participation at
the board of directors but without the right to vote. Hence, the control of
the Chamber was in the hands of those companies that attended the general
assembly and voted in the Board, generally a few big companies. Another
crucial organisational link to the Gremiales was that the organisational
activity of many CIU representatives started in a sectoral association from
which they were later on moved to the Chamber.
A general criterion in the selection of candidates to the board was that they
would represent people from the different sectors, with prior experience in
a sectoral organisation.67 Furthermore, since the board members were
removed by thirds there was a gradualism in the change of directives.
There were little (if any) electoral confrontations in theelections since the
different Gremiales (and the big companies) agreed on a common list of
candidates. Such a system granted stability to the direction of the CIU,

                                                          
63 El Día, Suplemento ’Día de la Industria’, 12-11-1966.
64 CIU, 1998a.
65 CIU, 1966.
66 CIU, 1973. I could not find statutes older than 1973. However, according to Carlos

Folle, manager of the CIU during the 1960s, these were (more or less) the same since
the 1940s. Interview with Carlos Folle, 26-04-2001.

67 Ibid.
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while at the same time it also decreasing the participation and internal
debate. Hence, the big company dominance gave an image of the CIU as a
kind of ‘big industrialists club’. In the 1966 general assembly, for
example, only 49 companies participated in the election of the new
directive board.68 Yet, even if the assembly had a central role as the most
representative entity, the board was the core unit of
decision-making. It was also a mirror through which we can analyse the
profiles of private sector (industry) leaders. The board had decisive
influence over the whole activity that, to a large extent, was exerted
through the Working Commissions (see Fig. 2). The commissions had a
member of the Board as president but with the approval of the assembly. A
closer analysis of the Commissions is important for this study since they
give us a good picture of the issues that concerned the Chamber.

Source: CIU, 1996

Apart from the information collected from the CIU’s organisational
units, I counted and classified all the subtitles of activities mentioned in the
1966 annual report. This provided me an in-depth knowledge of the
chamber’s activity. Out of a total of around 95 subtitles, I found 18 related
to internal issues, 36 about contacts with State authorities (of which 21
were directly related to tariffs, customs or different forms of trade
subsidies), and 15 related to international contacts (mostly in relation to

                                                          
68 CIU, 1966.
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LAFTA). Thus, most of the space in the annual report was taken up by
information about contacts with public authorities dealing with customs,
subsidies and exchange rates. It is therefore not surprising that the key
State entities dealing with these issues were the ones that were mentioned
most often; namely the Ministry of Industry and the BROU (more about
this below). This can be seen in figure 3, where I counted the national,
regional and global entities mentioned in the report.69 So, by 1966 the CIU
was still marked by its foundational features. That is, a kind of activity
where efficiency was measured by the capacity to influence State policies
through a system of interaction characterised by the fluidity of personal
relations. In other words, what Jorge Luis Lanzaro calls, a “regime of
closeness” (régimen de cercanías).70

Finally, in terms of services the CIU had little to offer. There was a
jurist helping companies with reference to labour laws, general economic
information, and information about customs in the respective
commission.71 Furthermore, the Chamber did not pay much attention to
SMEs and their particular problems, something that would radically
change in the 1990s. This negligence towards small companies might have
been an element that strengthened the view of the Chamber as
representative of the elite, and helps explain the low participation in the
internal elections.

Areas of Interaction with the State
Uruguayan public policies were made at the Executive and Legislative

levels as well as in the public corporations. The 1934 Constitution
recognised the right of different entities (like the CIU) to be incorporated
in the board of public corporations with a prior approval from the
parliament.72 According to Nelly Da Cunha, between 1915 and 1945,
people without any prior party activity took up almost 67 percent of these
posts (it is not clear if all of them responded to private sector interests).73

Moreover, she argues that 36 percent of the private sector representatives
of the most important private sector organisations in these years, had
political and administrative appointments.74 This is something that she
refers to as a process of  ‘capture of the State’ (proceso de captura) by the
private sector. One characteristic among those directives coming from the
CIU was that they were predominantly Colorados, which showed their
                                                          
69 I have excluded members of the Chamber, such as companies and other Gremios.
70 Lanzaro, 1992:60.
71 Interview  to Carlos Folle.
72 Da Cunha, 1994:18.
73 Da Cunha, 1994:17.
74 Da Cunha, 1994:9.
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attachment to the party that laid the foundations of the political system and
supported industrial protectionism.

Da Cunha’s data throws some light on the participation of the private
sector in the system, but I believe that her ‘capture’ argument goes a bit to
far in what refers to the industrialists. In fact, what did really grow in
Uruguay was not the private sector, but what Finch called the ‘politicised
bureaucracy’ institutionalised by the Pork Barrel Pact of 1931 and the
Constitution of 1951.75 These reforms increased public employment and
institutionalised the power sharing of the Colorado and Blanco parties. If
we look at the specific productive sectors, the share of public participation
was remarkable. It represented (in 1964) almost 23 percent of the
industrial activity, 27 percent of electricity, gas and sanitary services and
almost 40 percent of transport and storage.76 A look at these figures makes
it hard to think of the State as ‘captive’ of the private sector.

Going back to the CIU, notwithstanding the importance of the public
corporations, the most frequent contacts of the CIU were with the
Executive. As we can see in Figure 3, the most relevant entity here was the
Ministry of Industry, which was the State office that directly received
reclaims from the private sector.77 To a large extent, the Ministry had
become a ‘hall of lobby’ where the industrialists went to ask for subsidies,
quotas or other kind of State interventions. Almost every time it was
mentioned in the report, it had to do with petitions for different kinds of
State support. One of many examples of this in the report is a request to
the Minister to intercede in ANCAP in favour of buying of national spare
parts. Another was asking for a rejection of the BROU’s policy for closing
credits or demanding that the Minister should give customs advantages to
the automobile industry. The report did also inform that the industrialists
congratulated the Minister for his positive intervention in defence of
reintegros and the Regime of temporary admission.78 Still, in practice, the
                                                          
75 In the 1931 pact, the Batllistas institutionalised participation of the Blancos in the

directories of public corporations that would have the same proportion as the parties
had in the National Administrative Council (the name of the Collegiate Executive of
that time). The appointments to the administration were also going to be made from
lists of applicants drawn by the parties. The Constitution of 1951 determined that the
directorates of the corporations were to be composed of members of the majority and
minority parties in the ration 3+2 (Finch, 1981:214-219 and Lindhal, 1960:267).

76 Solari and Franco, 1983.
77 This Ministry dates from José Battle y Ordoñez days and was established in 1907. Its

name then was Ministry of Industry, Labour and Public Instruction. It has changed
name several times becoming in 1967 Ministry of Industry and Commerce, and since
1991, Ministry of Industry, Energy and Mining (MIEM, 1997). I will refer to it as
Ministry of Industry or MIEM, for the 1990s.

78 CIU, 1966. The Régimen de admisión temporaria was a system through which duties
on imported goods are suspended, only if these (within a limited space of time) are
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Ministry in terms of working with industrial policies achieved little since
(like most other Ministries) it lacked both technical capacity and co-
ordination to promote efficient policies.79 If we take the professional
formation as an indicator of this ‘technical capacity’, the background of
the Ministers speaks for itself  (see appendix 1). Among the Ministers that
held the post between 1907 and 1996, there was only one economist, five
accountants and four engineers. The rest were either lawyers’ (32) or
people without any academic qualification (24). Of course, having an
economy-oriented degree was not a guaranty of knowledge about the
sector, but on the other hand, few of them came from the private sector.
Hence, the profile of the Ministers suggests that there was a strong party
dominance over the post, which was above technical skills. Yet, I don’t
want to say that the Ministry was irrelevant. Many skilful técnicos such as
the engineer Alejandro Vegh Villegas and the economist Walter Luciardo
Aznares (more of them below), worked there in their early years.
However, notwithstanding individuals, as organisation, the Ministry never
had long-term strategies for industrial development. Moreover, the
dominant Ministry of Finance gradually diminished the influence of the
Ministry of Industry.

As we can observe in Figure 3, another major unit of interaction with
the State was the BROU. Having its initial capital raised in London in
1896 and nationalised by Batlle in 1911, the BROU became a corner stone
of the ISI system as a financial tool of the State and as a kind of
developing agency giving soft loans to companies. It had a monopoly over
foreign currency market since 1931 and its importance increased even
more after 1932 when differentiated exchanged rates were introduced.80

A key entity at the BROU was the Import and Exports Control unit
(Contralor de las Operaciones de Cambio y Traslados de Capitales al
Exterior) that was created in May 1931. This unit aimed to distribute the
foreign currency for imports and import quotas.81 Even if the Bank’s
position deteriorated with the market-oriented reforms of the early-1960s,
it still had a strong role by the mid-1960s receiving around 36 percent of
the total deposits.82

                                                                                                                                    
exported again in a further elaborated product. There is a good glossary (in Spanish) for
trade related concepts at ALADI’s homepage:
http://www.aladi.org/NSFALADI/SITIO.NSF/INICIO

79 CIDE, 1989:48-56.
80 Private institutions could buy foreign currency at exchange rates fixed by BROU but

they could only sell foreign currency to buyers approved by the Bank (Bértola,
1990:180).

81 Bértola, 1990:183.
82 Nahum et al, 1987:152.
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   Table 2. Entities with CIU Representatives  1966
Consejo Honorario del Departamento de
Emision del BROU Consejo Central de Asignaciones Familiares

Junta de Aranceles Contralor de Materias Primas Importadas
Comisión Encargada de la Participación de la
República en las Exposiciones y Ferias
Internacionales

Comisión de Comercio Exterior del
Ministerio de Relaciones Exteriores

Comisión Asesora Honoraria de la Industria
Siderúrgica Universidad del Trabajo del Uruguay

Comisión Asesora de Reintegros Contralor de Materias Primas Importadas

Consejo Nacional de Acuerdo Social Junta para la Promoción Coordinada de las
Exportaciones no Tradicionales.

Comisión Asesora de Origen Comisión Honoraria Asesora de Medidas
Sobre Estabilizacion de Precios

Comisión Directiva Honoraria de Laboratorios
del Ministerio de Industria y Comercio

Comisión Creada con el Cometido de
Estudiar la Situacion General de los
Servicios Portuarios

Estímulo a las Empresas que Industrializan
Productos de Exportación

Importación de Conjuntos, Sub-Conjuntos,
Partes y Piezas para Armado y
Complementacion en Vehiculos
Automotores

Comisión del Pago de Impuesto a la Renta a
las Nuevas Industrias Comisión Paritaria Sobre Seguro de Paro

COMCORDE Protección de Industrias (importación de
máquinas)

Comisión Asesora de Periodistas y Gráficos Comisión de Cooperativas Agropecuarias

Balanses Tipos Para las Sociedades Anónimas Congreso Lanero Mundial

Union de Exportadores del Uruguay Congreso de Integración Eléctrica Regional
(CIER)

Comisión que Tendrá el Cometido de Redactar
y Proponer la Modificación Necesaria al
Impuesto a las Ventas y Transacciones para la
Aplicación del Régimen de Valor Agregado
Integral

Instituto Uruguayo de Normas Técnicas
(UNIT)

Impuesto a las Importaciones (15 al 8 %)

Comisión con el Cometido de Preparar un
Proyecto de Decreto que Fije las Normas a
que se Ajustará la Comercialización de la
Chatarra de Hierro

Comisión de la Artesanía Uruguaya Proyecto de Convenio sobre Transporte
Terrestre entre Uruguay, Argentina y Brasil

Comisión con el Cometido de Asesorar al
Consejo Departamental de Montevideo Sobre
las Solicitudes de Aprobación para el Uso en
Obras Sanitarias de Materiales y Artefactos
Sanitarios, etc.

Comisión para Estudiar la Legislación
Existente Sobre el Régimen Comercial de
Río

Comisión Intergremial de Publicidad en la Vía
Pública

    Source: CIU, 1996



CHAPTER 264

Finally, other points of intersection between industrialists and State
were the different commissions that functioned as (private/public)
meeting-points. Even if these were not often mentioned in the report, their
activities may highlight the areas in which the empresarios had something
to say.83 As it is shown in Table 2, of those entities in which there was
governmental participation, a majority was related to tariffs, exchange rate,
support to companies and customs. To mention a few, let me point out the
Origin Assessor Commission, Assessor Commission of Draw-back, the
Tariff Junta, or the Comptroller Commission of Imported Raw Materials.84

We can clearly see here that the CIU had a word to say with regard to
imports, which is not a surprise since this was the way in which the
Uruguayan ISI-system was constructed. They may have had little influence
in formulating policy but they had a lot to say on the distribution of
reintegros and the import quotas for foreign products. I will analyse this
further below. Let us first take a look at the profile of the board of
directors and see what information it can give us about the CIU.

The Board of Directors
The data shown in Table 3 indicates a similitude with the professional

profile of the Ministers and the members of the board. According to the
1966 annual report, almost half the board members lacked academic
qualifications. Of those who had any qualification, the majority didn’t
have economic or technological oriented education. There was, for
example, a retired general, a physician and two lawyers. Of the professions
who were closer to industrial activity, there were two engineers and one
accountant.85

                                                          
83 For a full picture of the para-governmental commissions with participation of private

sector associations (in 1973) see Berenson 1975:304-5.
84 Comisión Asesora de Origen, Comisión Asesora de Reintegros, Junta de Aranceles,

Contralor de Materias Primas Importadas.
85 In 1943, an independent career in economics separate from accounting began at the

UROU but it only offered courses in three or four subjects. Most of them trained
economists in accounting and business and the professors that taught economics did not
form part of an economics department (Biglaiser, 2002:10)
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Table  3. Directive Council of the CIU – 1966

Name Profession University Foreign
exam

Company Post (b) State involvement
(During presidency of)

Economic Group
or MNC

Exporter (X)

H. Abadie Santos Lawyer UROU a - Café Chaná Owner Min. of Industry
Pacheco Own -

E. Héctor Abella - - - Rodriguez y Arbella Owner Ambassador
Alvarez  (c.) Own -

Douglas F. Hubber - - - Alpargatas S.A. Manager - MNC -
J. Zerbino Cavajani Lawyer UROU - Fabrica N. de Papel Owner - Zerbino group n.d.
E. Martín Valdez Accountant UROU - Barraca Raffo Owner - Own -

Emilio Colombino - - - Impresora Colombino S.A. Owner - Own -

R. Alvarez Berta Engineer UROU - Campomar Owner - n.d. X
Ricardo Colominas - - - LEMU Owner - n.d. -
Juan Gruber - - - CICSA Owner - Own X
T. Larre Borges General - - FUNSA Manager - n.d. n.d.
Pedro A. Maisonnave Engineer UROU - SIR S.A Owner - n.d. -
Mario Moreno - - - COUSA Manager - n.d. -
Conrado G. Olaso - - - Paycuero Owner - n.d. X

A. Terra Ilarraz Physician UROU - CINOCA S.A Owner - n.d. -

José Toscano n.d. n.d. n.d. Fabosa S.A Owner - Own -

Source: CIU, 1966 and Ministry of Foreign Affairs
a Universidad de la República Oriental del Uruguay (public university); b. With more than 15 percent of the shares of the company;
c. General Gregorio Álvarez, president between 1981-85; d. I could not see the amount of the exports. These companies were 

    however highly dependant on the home market
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Another fact that can be observed in Table 3 is that, similarly to the
general profile of top-ranking officials, there were few directors with
foreign degrees. Although, when speaking of the publics sector this was
not something circumscribed only to the Ministry of Industry. According
to CIDE’s report, this was a widespread feature of the public
administration as a whole. Uruguay did not have a training plan for the
officials and also lacked the administrative capacity to so.86 Such plans
did, however, not consider the private sector where the companies
continued to be lead by traditional owners. That is, family-owned
companies (generally first or second generation immigrants) that produced
consumer goods for the local market. In the 1960s, some of these
companies had grown to become oligopolies (under State protection) but
lacked incentives to change.87  The sons succeeded their fathers without
changing the patterns of education but also lacking institutional incentives
to do so. It is also, probably, for that reason, that a majority of the board
members were owners and not managers, generally from big companies.
This strengthened the Chamber’s image as a ‘club of big industrialists’
where company owners meet regularly to discuss the problems of their
industries. They lacked time and interest in broadening the Chamber’s
activity with more services in order to assist small entrepreneurs. But why
would they bother? The channels towards the State were secure and the
Chambers relevance was not under discussion.

Something that surprised me was that only two members of the 1966
board had worked in the public sector, even if both positions were of great
importance. Particularly in the case of Abadie Santos who was Minister of
Industry between 1967 and 1968 (see Appendix 1). This also contradicts
Da Cunha’s thesis on the ‘capture of the State’. Generally speaking, I find
that studies on Uruguayan industrialists portray a biased image of
industrialists as being short-sighted and seeking State subsidies. True in
many ways, this stems from the negative perception of scholars about the
industrialists that is associated with the long-term failure of Uruguayan
industrial policies. It appears as if the Schumpeterian entrepreneur never
reached the Uruguay shores. Contrary to such a view, I found interesting
efforts to develop insightful private sector proposals with support from
among the industrial empresarios. One of these efforts was created under
the inspiration of CIDE and the desarrollismo, I refer to the Co-ordinating
Commission for Economic Development (COMCORDE).

                                                          
86 CIDE, 1966:314.
87 Faroppa, 1965.
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COMCORDE
In 1966, the press reported the manufacture of an indigenous

automobile engine that opened up new perspectives for the nation’s
industry. It was an innovative fuel-efficient engine to be used in small cars
giving 300 km for 20 litres of fuel. A local team of engineers in
collaboration with the Uruguayan Faculty of Engineering produced this
engine and the prototype was finally exhibited to the public.88 As this
example shows, there was certainly no lack of initiative in the society
during those days. On the contrary, the early-1960s showed a growing
enthusiasm for new organisational forms of promoting growth. The private
sector associations took part of this with the creation of COMCORDE in
1963. The original impetus to its creation came from empresarios,
described by COMCORDE’s Technical Secretary (Walter Luciardo
Aznares) as:

 “a group of modern empresarios of around 45 and 50 years, with
new ideas of how to work in the private company that were driven
by the dominating ideas of those days, integration, economic
development, democracy and indicative planning.”89

Although this group supported planning and a strong role for the State,
they did not want that the public sector would be the only one to say what
to do. They realised that the new approach (characterised by increasing
professionalisation and planning) demanded a new type of response from
the private sector. Something that the company owners could not cope
with since they lacked both time and know-how. The idea was then to
unite efforts in order to make proposals through private sector técnicos. At
an early stage, COMCORDE’s financing came directly from companies
and the private sector associations. Particularly through the CIU that,
besides giving financial resources, became the main contributor in terms of
material support.90 Among other things, the CIU, between 1970-75,
accommodated the Commission on its premises and paid much of its
current expenses.

Luciardo Aznares and one representative from each of the private
sector associations integrated COMCORDE’s board of directors.91

                                                          
88 El País, 12-01-1966.
89 Interview with Luciardo Aznares, 03-04-2001.
90 Ibid.
91 These were originally, the CIU, CNC, Asociación Rural del Uruguay, Cámara

Mercantil de Productos del País, Federación Rural, Asociación de Bancos del
Uruguay, Bolsa de Valores, Cámara de la Construcción, Liga de la Construcción,
Instuto para el Desarrollo de la Dirección deEmpresas and Confederación Granjera
del Uruguay (COMCORDE, 1973:11).
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However, as Aznares pointed out, in spite of the predominance of
empresarios in the current activity of COMCORDE, the técnicos worked
with autonomy. Starting with only one técnico, there were soon up to five
permanent técnicos and many other employed ad hoc. In all, around fifty
técnicos passed through COMCORDE that was among the first
organisations in the country to employ economists. Two basic guidelines
of COMCORDE’s work were, first, that the prime requirement to develop
is the will to develop. Secondly, that development problems “because of
being of structural character, cannot be resolved in the short-run.”92 As you
may see, the ideological underpinnings of COMCORDE’s early period
were very close to the desarrollistas. Describing the work of the
commission, Aznares noted that:

“Particularly during the period when the mysticism of development
existed, it was, without doubt, an organisations that worked for the
country. The private company never was a holy cow, but rather an
instrument of development.”93

According to him, the aura around CIDE’s creation was an element of
inspiration for the people of COMCORDE, “where there was much
enthusiasm around the work of Iglesias.”94 Furthermore, much of
COMCORDE’s work was required by CIDE whose industry department
worked in a close interaction with COMCORDE. It was then natural that
when CIDE’s plan became publicly known, an official private sector
position came through COMCORDE that supported the objectives and
urged to immediately put in practice CIDES’s strategies. COMCORDE
also called all public agencies and politicians to start working along its
lines and offered its services to help them in that direction. The plan
receive only some minor criticism on issues contained in the sectoral
policies.95 But as a whole, the view was truly optimistic.

Yet, CIDE’s plan remained oversight and the enthusiasm around its
basic premises decreased. About this, Luciardo Aznares told me that
”when the public sector lost its interest on the planning impulse, then the
same happened in the private sector.”96 After CIDE was dissolved in 1967,
and until its end in 1981, COMCORDE left behind the work related to
indicative planning and turned to make sectoral and sub-sectoral analysis,
mainly through requests from the State’s main agency for policy analysis,

                                                          
92 COMCORDE, 1973.
93 Interview with Luciardo Aznares.
94 Ibid.
95 La Mañana, Síntesis, 21-31-1966, No 92.
96 Interview with Luciardo Aznares.
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the Planning and Budget Office (OPP).97 Still, in spite of the policy
changes, CIDE’s legacy was still there. As Aznares told me, “in spite of
the changes in public policies, the focus of COMCORDE continued to
have a desarrollista emphasis. What happened was that in spite of making
global analysis, we turned to sectoral ones.”98

I believe that COMCORDE’s experience was extremely important to
understand the aspirations among an important group of industrialists and
técnicos close to the CIU. One could wonder to what extent
COMCORDE’s técnicos really represented the will of the company
owners. Or whether they were only a spill over from the desarrollismo
impetus given by CIDE. There is truth in both arguments but we have to
consider some further elements. One is the fact that the initiative to create
COMCORDE came from a group of empresarios and not from the
técnicos. Second, even though the State lost interests in desarrollismo
policies and COMCORDE was finally closed, Luciardo Aznares was
appointed as the first director of the CIU’s department of studies in 1980.
This showed continuity, albeit weak, of what I would call a ‘COMCORDE
spirit’ in the Chamber. That is, a belief in the private alternative, without
rejecting the role of the State and without putting short-term company
interests in front of general interests of the country (visión de país).

When speaking of the mid-1960s, I reject the perception of the
Uruguayan industrial empresarios and the Chamber as only short-term
oriented and lacking own initiatives. If we accept CIDE’s proposals as a
long-term modernising project, it certainly had a broad support among the
industrialists. The Chamber backed this, even though the ideas stemming
from CIDE contained a reduced State support to companies and an
opening of the economy. I found many proposals and public statements
from industrialists that were in line with CIDE’s ideas. For example, the
representatives of the Association for Export Promotion of Non-traditional
products, José M. Serralta and Julio Bayce, demanded reforms in the
State’s export promotion service.99 Another was Egon I. Sudy, owner of a
big and successful chemical company, whom (apart of expressing a strong
support for LAFTA) claimed for more co-ordination among public
agencies.100 To mention just one more name, the President of the
                                                          
97 Through the 1967 constitution, the OPP became the formal successor of CIDE, albeit

its commitment was different. Nonetheless, the OPP was the core technical unit of the
State, placed directly under the government. For a brief history about it and the
composition of its board, see http://www.opp.gub.uy/resenia.htm.

98 Ibid.
99 Both were also directors of Embotelladora Orange-Crush, a successful soft drink

company that exported concentrated orange juice and orange oil to the US, Canada,
France, England and Sweden. See La Mañana, Síntesis 03-10-1966 and 19-09-1966.

100 La Mañana, Síntesis, 19-07-1966.
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Metallurgic Chamber, Mario Aschemberg, whom pointed out the need to
centralise foreign trade activity and supported the idea of creating a
Ministry of Trade.101 I see these people as part of the new generation that
Luciardo Aznares spoke about. They were professionals and lead export-
oriented companies, a group that (encouraged by the desarrollismo) tried
to change the traditional way of doing things both in private and public
sectors. However, that position showed to be highly dependent on the
impulse from the State. When the State lost interest, the empresarios could
not maintain the new line and returned to old routines.

Regional and Global Levels
This part analyses the CIU’s interaction with the regional and global

levels. The focus here is on those entities that I found to be most influential
with the CIU. As figure 3 shows, there is only one non-national
organisation among the five most mentioned in the 1966 report, namely
LAFTA. In fact, out of the 76 organisations I found, only 14 where from
the global and regional levels and of these, LAFTA had 7 mentions (see
appendix 2). LAFTA was, however, the fourth most mentioned
organisation and by far the most mentioned among the non-national
organisation. Among these, the second most mentioned, AILA, was related
to the regional economic integration namely. What is noteworthy here is
the strong predominance of the regional level vis-à-vis the global about
that had very few mentions. Therefore, LAFTA will be given more
attention in this part. I will also make some comments on the role of IOs,
such as the IDB, albeit they had little contact with the CIU. I found it
interesting to do so in order to give a historical perspective to the analysis
of world-cultural carriers when we later on come to the study of the 1990s.
The same will be done for the Chilean case.

Industrialists and Regional Integration
Notwithstanding the optimism prior to the signing of the treaty in 1961,

there was a low interest for regional integration among politicians and
many empresarios.102 As Elizabeth A. Finch explains, many Uruguayans
accounted for the phenomenon by explaining that the issue was technical
and not political. A point of view that, according to Finch, revealed the
success of the tactics employed by CEPAL in seeking allies among the
national técnicos and delaying the involvement of elected office-holders as
long as possible.103 Initially, much of the work on LAFTA did not stem
                                                          
101 La Mañana, Síntesis, 07-02-1966.
102 Ibid.
103 Finch, 1973:21.
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from politicians or the private sector, but from a group of Latin American
técnicos who were able to determine the outcome of the project. In
Uruguay, the técnicos that were most involved in LAFTA were high-
ranking specialists from the Ministries of Foreign Affairs and Finance.104

In relation to the Uruguayan private sector associations there was more
apathy than active opposition. They became involved mainly at the
government’s invitation rather than by own initiative. But official efforts to
engage the private sector were not particularly enthusiastic. In relation to
the CIU, Danilo Astori holds that the Chamber perceived the free-trade
area more as a “threat to the Uruguayan protectionist siege than as a
change in the international context concerning to increment industrial
exports.”105 Let me give some examples. Before the signing of LAFTA,
different committees were established to prepare the country’s position
towards the conference. These were generally headed by high-level civil
servants with experience in trade issue and international relations. Since
the Government also wanted the opinion of the private sector, various
prominent associations where invited, among them, the CIU. But the
Chamber went so far as to withdraw its delegates from the committees
since it thought that the process was too hasty.106 The CIU held that it was
highly inappropriate to prepare an agreement that would have
repercussions on national production, without taking into account the
disproportion between Uruguay’s possibilities and those of the other
contracting parties.107 It was then not a surprise that there were no
representatives from the Chamber among the Uruguayan delegates to the
LAFTA agreement’s preparatory commissions. When they did have some
participation, it was merely as ‘advisors’ and were not even informed
about different committee meetings prior to the conference.108

Remarkably, no representatives of the Ministry of Industry were included.
This tells us something about the low profile of the Ministry in relation to
international issues, even when these were so closely related to the
industrial sector.

What is clear is that it was the government, which marked the direction
in relation to regional integration. By 1966 the scepticism of the Chamber
had definitely decreased and the president of the CIU, Abadie Santos,
argued that LAFTA was of fundamental importance for Uruguay. He

                                                          
104 The Ministry of Finance in Uruguay was called Ministerio de Hacienda but changed its

name to Ministerio de Economía y Finanzas in 1970.  For a discussion on this change
see Garcé W.D.

105 Astori, 1980:33.
106 Astori, 1980:34.
107 Finch, 1973:15.
108 Finch, 1973:16.
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pointed out the necessity of giving more attention to the integration issue
and to adopt a definitive policy in relation to regional integration.109 On
behalf of the CIU, Abadie Santos expressed also deep disappointment with
the fact that five years after LAFTA’s creation, few industrial tariffs had
been lowered.110 The problem was still that the State did jealously defend
protectionist policies rejecting lower tariffs.

Besides trade issues, there was another side of LAFTA that was of
importance for the industrialists; perhaps even more than the trade
liberalisation itself. I refer to the new forms of private sector networks
(particularly for industrialists) that emerged around the negotiations. Two
examples were AILA and the LAFTA Institutionalised Consultative
Meeting of for Entrepreneurial Issues (Reunión Consultativa de Asuntos
Empresariales de la ALALC). These regional units, together with the
spread of the desarrollista ideas, were key elements in promoting new
forms of empresario identity. They also played also a key role in fostering
a positive view of LAFTA among the industrials. This a change was well
described by Joao Baptista Pinheiro:

“In the initial period the técnicos that coincided in understanding
LAFTA as an instrument to eliminating one of development limiting
elements, that is, the insufficiency of the national
markets…encountered serious resistance from numerous
empresarios. Due to the lack of specific knowledge, or because of
egoistic concerns, they could not conceive how the governments
that had encouraged the development of national industries
protected from foreign competition… would expose them to the
hazards and effects of the many times, unbearable competition.
From here, the negative reaction…However, the mutation that has
been taking place, is perhaps even more rapid among the
empresarios than of the governments. The reality that we have
presented through the study of the results of the sectoral meetings is
that the empresarios have made numerous recommendations to their
respective governments, much larger than the ones that these
adopt.” 111

Notwithstanding a ‘change of attitude’ towards integration among
many industrialists, hardly anything changed in the CIU’s organisational
structure due to the integration process. Folle confirmed this saying: “I
don’t remember that LAFTA had so much impact on our organisation.”112
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In spite of all speeches and international meetings, the treaty received little
mentions in the annual report. Moreover, a key element of the integration,
the export orientation, was never adopted as a clear goal of the CIU except
for the statements of some individual empresarios or by the more
farsighted técnicos of COMCORDE. It was not until the mid-1970s that a
Commission for foreign trade was created at the CIU. Nevertheless, it can
be said that LAFTA meant the start of an increasing attention towards
exports for the industrialists. For example, the Chamber took the initiative
to publish an information book called ‘This is LAFTA’ (Esto es ALALC).
There were also many internal discussions on the progress of sectoral
meetings, the complementary agreements, the financing of industrial
development or the regional programs for training and know-how
transference for empresarios.113

Although the CIU as organisation had a rather low profile in the
LAFTA process, the sectoral associations and the big companies were
quite active. A reason for this was given by Roberto Muinello who told me
that;114 “the officials had an incipient information on the industry [one of
the faults that CIDE wanted to remedy] and it was the private sector that
had the contact with the reality.”115 This can be linked to what I mentioned
above about the influence of the empresarios through the Commissions.
When Muinello says ‘contact with the reality’ he refers to knowledge
about the more specific awareness of the companies’ situation in different
sectors. That is, manpower, production, equipment, sales etc. Since the
State lacked the tools to get this information, the empresarios were
generally consulted on issues of preferences or concessions that Uruguay
negotiated with other countries. For the manufacturing companies, these
requests passed through the CIU or directly through the sectoral
associations. As Muinello told me, “we [the officials] asked for the amount
of units produced and finally we asked if the corresponding empresario
had any inconvenience in giving this preference or certain reciprocity to
what he produced.”116 This situation gave the private sector associations,
particularly individual empresarios, a strong role in relation to the
information about the companies and even some kind of veto around the
preferences or reciprocities given to other countries. From this point of
view, it is right to say that they had much ‘influence’. Yet, this was not
true from the point of view of broader policy lines. As one of the
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negotiators from the industry, Hellios Maderni (later on president of the
CIU) explained to me; “in what refers to the negotiations the manager was
the State.”117

In respect to the Association of Latin American Industrialists (AILA),
after an enthusiastic initial period the CIU became again more sceptical by
1966. According to the Chamber, AILA did not fulfil its foundational
goals and it exceeded the economic possibilities of its members. It also
advocated, that; “the private sector should not fall in the vicious circle of
creating superposing organisations that leads to the bureaucratisation that
they always have fought against.”118 It’s interesting to observe the
argument of the Uruguayan industrialists rejecting any structure aiming to
impose a common orientation of the sector as a whole. In fact, they sought
(for the regional organisation) a similar organisational matrix as the CIU’s
umbrella structure. That is, a decentralised unit giving more place to single
sectoral interests. A position that contrasted with the SFF’s, as we will see
below.  Another proposal of the CIU was that AILA would be eliminated
as an independent organisation, and that its function as a peak organisation
could be substituted by the Inter-American Commerce and Production
Council (Consejo Interamericano de Comercio y Produccion, CICYP).
This organisation, founded in 1941, had as its primary goal to deepen and
intensify the relations between the private sector in the Americas and to
encourage a more active (private sector) role in the elaboration of policies.

With LAFTA, CICYP’s activity was boosted as a channel of expression
of the empresarios but also due to all the resources available to promote
private sector networks (and there was plenty of it, particularly during the
first years of the Alliance for Progress). To improve its activity, the
CICYP created a sub-commission that worked exclusively on the
integration process. It was called the Commission for Economic
Integration and LAFTA (Comisión para la Integracion Economica y la
ALALC), and it became one of the most important promoters of regional
private sector meetings at that time.119

Other Organisations
There are very few other regional or global organisations to speak

about. The annual report mentions two international entities, the
International Wool Textile Congress, and the International Labour
Conference.120 I included them since they indicated some kind of
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engagement with international entities, but they were of little relevance.
There are also two mentions made to the Instituto Uruguayo de Normas
Técnicas (UNIT). This was actually a national organisations founded in
1939 as a private organisation but with many State entities among its
founders. The reason to put it among the global organisations was that it
very early became a representative of IOs in the country.121 UNIT was in
fact the second Latin American organisation to work entirely with
international quality standards.122 But the interest among companies about
quality improvement was low, to say the least. This was probably a reason
behind UNIT’s few mentions in the CIU’s annual report and in other
publications of the Chamber. It’s interesting to note that what, probably,
was the most mentioned IO (in relation to the industrial sector) at the
national press, was not mentioned at all in the report. I refer to the IDB.
The lack of mentions in the report is explained by the Bank’s little formal
contact with the CIU, since the IDB operated fundamentally through the
State. To give an example, one of the main recipients of IDB funds during
1966 was the BROU that received around 15 million USD123 for the
creation of a unit (División de Promoción y Fomento) that would facilitate
lending mechanisms for the companies.

Another international organisation with some influence was the U.S.
Agency for International Development (USAID)124 that had its office in the
American Embassy. This agency had perhaps more direct contact with the
CIU than the IDB since it was one of the financiers of COMCORDE.
Luciardo Aznares was thus very emphatic in pointing out that, even if the
USAID’s support was a good help, the main source of financing had
always been the Chambers. Whatsoever, there is little to write about
regional or global organisations during this time, at least from the CIU’s
perspective. Perhaps a reason could be that they were, like the IDB, mainly
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oriented towards the State. Yet, it appears that besides the CIU, the State
also had little contact with the IDB and other IOs. Luciardo Aznares, who
was in charge of international contacts at the Ministry of Finance before
working in COMCORDE, described how scarce interaction and
knowledge there was about IOs and, for example, how to apply for the
assistance. In my press research, I found different articles expressing
irritations with Government inefficiency in relating with international
agencies. An example was a visit that representatives from CIU and
National Chamber of Commerce (CNC) made to the Uruguayan President
to protest about a problem related to the technical assistance given by the
International Labour Organisation (ILO) to the national industry. The issue
was that the ILO had nominated an industrial expert to work with a
Uruguayan commission around industry related projects. Yet, as a
representative of the CIU expressed, two months after the expert’s arrival
to Uruguay:

“in an unexplainable way and without any reasons that justify it, the
national government has not yet designated the national técnicos.
That has frustrated the planned work for this months posing the ILO
in the ungrateful alternative of having to abandon the project and the
country due to the apparent lack of interest from the country.”125

One can even perceive a sense of general mistrust towards foreign
entities. In the mid-1960s, I could see that clearly in the press through a
debate on recommendations from the IMF, which meet strong opposition
from both officials and empresarios. Although some scholars speak about
the ‘submissiveness’ towards the IMF,126 I found that this was not taken
for granted by officials or by the industrialists. In 1966, for example, a pro-
government newspaper reported that the negotiations with the IMF had
been suspended and the Minister of Finance expressed disagreements
essentially on three elements proposed by the fund: the elimination of
subsidies, the liberalisation of imports, and a single exchange rate.127 In
what became an open conflict with the fund, the CIU gave ample support
to the government’s position maintaining that:

“...this Chamber consider that the regulations that exist in relation to
imports, broadly protect the national industry and is supported by a
large majority of the industrial sector. To establish a free import
system, would mean an influx of unbearable products, that at this
moment our country is not in conditions to confront, and it would
increase those, already existing, difficulties to achieve economic
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recovery. In relation to a single exchange rate, the CIU believes that
to establish such system, the BROU would require an important
amount of foreign currency in order to defend the national currency,
a possibility that the bank does not have today. On the contrary, the
fixed exchange rate that we have today acts as a break of
unquestionable efficiency.”128

This conflict shows the strong antipathy empresarios had towards the
neo-liberal path recommended by the Fund. But I suspect that ideology
was, in itself, not the only motivation. The rejection of ‘foreign’ elements
could also be coloured by a xenophobic touch as in the case of critics of
one of the leading government members (the Colorado Amilcar
Vasconcellos) about institutionalisation of CIDE. Besides many ‘anti-
tecnico’ arguments, he also complained about the ‘stateless’ people
(apátridas) who were on CIDE’s staff.129 Although he later changed
opinion, the first reactions towards the foreigners were characterised by
mistrust. CIDE was actually the entity that appeared to be most open to the
world. In 1963, out of 107 técnicos working for the Commission, 45 were
Uruguayans and 62 foreigners.130 But in spite of mistrust, CIDE finally
gained acceptance since it managed to convince the politicians about its
‘national’ affinity.

Yet, even if CIDE may have been accepted, its ideological message and
organisational culture were never isomorphed by the national entities that I
am studying here. Let me explain this further. For Uruguay, the doctrinaire
desarrollismo meant a confrontation with a whole new set of organisations
and institutions. These were carried through regional entities such as
LAFTA and the Alliance for Progress. Or via IOs like CEPAL the IDB or
OAS that were in charge of ”articulating and providing the rationale for
the basic proportions held by government representatives.”131 All these
entities were linked in different ways. The IOs, for example, had
institutionalised co-operation through the Tripartite Committee that
assisted governments in LAFTA-related issues. At the national level that
was made through the Planning Assessment Group (Grupo Asesor de
Planeamiento, GAP) established in each country. In Uruguay a large
number of the GAP’s técnicos were Chilean132 something that is not a
coincidence, as I will later show.

There was a whole network of international structures that were built to
promote ideas. I would say that the countries were more or less pushed
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towards planning, IO involvement and técnico tutelage since the Punta del
Este Charter established that, to receive financial support, the countries
had to make development plans. All these elements are part of the World-
cultural package that was spread during those days. In Uruguay, the main
carrier of the new institutions at the national level was CIDE whose main
failure was in not extending their pervasiveness into the national
environment. The IOs were, in those days, apparently too weak to do so.

Summing up, by the mid-1960s, the CIU was an organisation with little
contact with global or regional organisations. But, there was an important
difference between the regional and global levels in that the former was
much more predominant. I would even argue that the early-1960s meant a
form of regional awakening among the industrial empresarios. From being
reluctant towards regional integration there was a change of attitude
expressed in new economic visions but also around new kinds of
organisations and network that promoted a kind of empresario regional
spirit. An important contribution of the new regional meeting-points was
that the empresarios had acquired a forum where they could discuss own
views apart from the State. This was of great importance since they were
accustomed to be reactive towards the visions presented by officials or
politicians.

We could then argue that new forms of regional economic integration
had a spill-over effect on the formation of regional empresario identities.
But it is impossible to separate the regional trends from the global
institutions (promoted by IOs or the U.S. administration) that carried new
standards. Scientific models, rationality in administration and companies,
and indicative planning were all new kinds of models that spread
throughout Latin America. Of course, neither Uruguay nor the CIU were
immune to the new sweeping institutional ‘logic of appropriateness’ of
those days. Nonetheless, even if the World-cultural institutions acquired
more importance their pervasiveness in Uruguay was very limited. There
was little change both in the core structure and in the professional profile
of the CIU’s members, even though there were clear indications of
intentions to change. This could be seen both in relation to the new
regional outlook of the empresarios, and in the support to CIDE’s
developmental project as a whole. The most noteworthy expression of this
change (or intention to change) among the industrialists, was their support
to COMCORDE. However, after the peak of desarrollismo in the early-
1960s, efforts to change died out and became dysfunctional. This meant
that the CIU’s support for CIDE’s view was abandoned following in this
way the same pattern as the Uruguayan State. The strong parallel to the
State was striking, showing the strength of the national environment in
those days.



The Associations in the Sixties 79

THE CHILEAN CASE

“Technocratic thinking is not exclusive  to
one specific political ideology.

 Michiel Baud133

By the early-1960s, Chile, like Uruguay, felt the symptoms of a general
crisis. The fiscal deficit soared, inflation increased, investments decreased,
and there was an inability of the industry to absorb new labour force.134

While public services expanded the revenues could not pay for current
expenditures. As the economist Ricardo Ffrench-Davis explains, the export
sector was characterised by a generalised system of quotas, extreme
instability of government decisions, continuous economic ‘bottlenecks’
and corruption. In this system, according to Ffrench-Davis, the most
lucrative activity in the private sector was to pursue larger import quotas,
to seek favourable exchange rates or to speculate in massive devaluation.
This impeded any rational distribution of resources for long-term
investment.135 But there were different proposals on how to escape from
the crisis.

In 1955, President Carlos Ibañes (1952-58) asked an U.S. consultant
firm with close contact to the IMF, Klein-Saks, in order to analyse
solutions for the economy. The outcome of the so-called ‘Klein-Saks
mission’ (1955-58) was an IMF inspired stabilisation program based on
reductions of public spending and subsidies. Its proposal was to unify the
credit market as well as to dismantle the protectionist trade system.136

Many of these postulates gained strength under the presidency of Jorge
Alessandri Rodríguez (son of Arturo Alessandri Palma and president
between 1958-1964). Among his prior achievements was having been
(since 1943) president of the Confederation of Production and Commerce
(Confederación de la Producción y el Comercio, CPC)137, and of ‘La
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Papelera’.138 As Cavarozzi explains; “Alessandri’s relationship with the
economically dominant classes was far more direct than Ibañez’ since he
was both a leading member of one of the country’s most powerful
economic ‘clans’, and a militant spokesman of the Chilean bourgeoisie.”139

Inspired by the Klein-Sacks proposals, Alessandri eliminated the system of
multiple exchange rates and quotas and wanted to decrease the State’s
involvement in the economy.140 Initially, Alessandri’s leadership gained an
enthusiastic support from the industrials, a support that did however show
some ambiguities. Before his victory, the SFF leaders resisted every
attempt of politicians to break the autonomy of institutions like CORFO
and the Central Bank with the justification that technicians rather than
politicians should handle technical matters.141 However, immediately after
Alessandri’s election in 1958, they supported the placement of CORFO
under direct control of the Executive. As Cavarozzi remarks:

“...what constituted an exception during the previous twenty years
of the Chilean political history – i.e. the occupation of key
governmental positions at the level of ministries, under-secretaries,
and departments, by members of the large propertied classes –
became a rule during Alessandri’s government. The large cohorts of
party politicians, who, albeit of alternatively different party origins,
had almost monopolised the top echelons of the state apparatus
since the 1920s, were partially replaced by entrepreneurs, and by
former officials of the entrepreneurial associations.”142

But Alessandri’s policies did not succeed and the liberal measures
brought many problems to the companies that were dependent on the home
market (almost all, if we refer to the industrial sector). With inflation
soaring and a downturn of industrial output, efforts to free the market from
State controls and regulations were interrupted. Price controls were fully
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re-established and the idea of subjecting Chile’s private enterprise to the
unrestrained impact of foreign competition was abandoned.143

In 1966, the Christian Democrat candidate Eduardo Frei Montalva
(1964-70) assumed the presidency, and with him, the desarrollistas gained
the leading positions with proposals that were the reversed of the ‘less
State’ approach recommended by Klein-Sacks. The State became more
influential in economic policies and was transformed into what Patricio
Meller described as the ‘Programming-state’ (Estado programador). That
is, a State that defined long-term development goals, intervening in both
public and private investments.144 An immediate result of the policy shift
was that private sector representatives retired from strategic positions in
the State apparatus and the técnicos returned to their traditional role.
CORFO (as channel for governmental industrial policies) gained renewed
strength with little resistance from the industrialists. In fact, Alessandri’s
so-called Gobierno de los Empresarios (the empresarios government)
became a short parenthesis in an arena where técnicos and politicians had
traditionally a strong position.

National Level

The State and the Industry
Unlike the Uruguayan case, the 1960s was a prosperous decade for the

Chilean industry. While the annual rate of growth during the 1940s was of
4.4 percent, it increased to 5.6 percent between 1950 and 1970, which was
above the economy’s average GDP growth of 4 percent during the same
period.145 By the end of the 1950s industrial growth showed a period of
decline and the protectionist tools (quotas, differentiated exchange rates,
etc.) became more expensive. As Meller points out, the industrial sector
did not generate enough employment and did not produce sufficient basic
goods (at a low cost) to satisfy the needs of the home market. Moreover,
the ISI policies showed to be inflexible because once a protection was
given, it was almost impossible to remove. Similarly to Ffrench Davies,
Meller portrayed this period as “a society motivated by the idea of gaining
easy profits where the utilities depended more of the ‘right connection’
than of the productive entrepreneurial spirit.”146

This assumption may give the impression that clientelism guided the
system networks, something that I regard as a narrow view. First of all,
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because the idea of ‘the man of work’ was very strong among Chilean
empresarios. It was originated among SME owners to show that they were
self-made man and distinct from other sectors (besides the State) like the
big capitalists or the intellectual middle-class.147 The down-to-earth
approach of ‘working man’ symbolised the traditional myth of the Chilean
pragmatic and efficient empresario. In the 1960’s, the big industry owners,
perhaps more than the SMEs, cultivated this ideal to take distance from the
public sector. A good example of this can be found in Alessandri who
inspired by that ideal, declared himself above political commitments. As
the sociologist Veronica Montecinos explains; “he believed that
individuals like himself, experienced managers with a vocation for public
service, would succeed in replacing the bad habits of traditional
politicians…”148 Yet, this idea led Alessandri not only to mistrust
politicians but also economists. He argued that the sense of economic
reality was not to be learnt in books or schools and that there was a risk in
too much economic theory.149 Therefore, Alessandri selected his team of
economic advisers primarily from prestigious entrepreneurs, preferring
engineers like himself.

My second argument is that the State also had its own spirit du corp,
and I find it difficult to see it as controlled by the private sector as some
authors have suggested.150 After the democratic reforms of the mid-1920s,
the closest the empresarios came of having own representative in the
government was Jorge Alessandri. Without rejecting Meller’s or Ffrench-
Davies’ arguments about the existence of ‘clientelism’, I would say that
the Chilean State maintained a centralised and professionalised
organisation. Even when there was a President with a close contact with
the private sector, as Alessandri, the strong position of professionals and
técnicos was maintained. This was exemplified by the economist, Flavián
Leviene,151 who explained how Alessandri insisted on having him as
advisor in spite of his recognised sympathy for the left, and his active
support of the Christian Democratic party. Thus, due to Leviene’s high
qualifications as economic expert, he was appointed as one of Alessandri’s
closest economic advisers.152 So, meritocracy remained important, albeit
the influence of técnicos diminished during Alessandri’s government. This
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changed dramatically with Frei Montalva. In contrast to Alessandri, Frei
was convinced of the value of economics and cultivated a rich and
continuous dialogue with economists in Chile and abroad.153 But this was
not an isolated phenomenon.

Already since the mid-1950s, different U.S. organisations (such as
USAID) sponsored the education of economists.154 What made this
assistance more known was the program between the University of
Chicago and the Pontífica Universidad Católica de Chile (PUC)155 where
many of the members of Pinochet’s economic team were educated, the so-
called Chicago Boys. It is important to remark that many programs were
also channelled via public entities as ODEPLAN, Universidad de Chile
and CORFO.156 And it was precisely CORFO that would embody the
desarrollismo spirit, becoming a key unit for industrial development
policies. Even if some of CORFO’s directives came from the private sector
the organisation was largely dominated by técnicos (mainly engineers)
who concentrated most of the policy-making power within the
organisation. As Cavarozzi explained:

 “...the ‘catalysts’ of the State’s industrial policies were a group of
professionals with technical background and orientations who filled
strategic positions in different public agencies…These técnicos, and
particularly, CORFO’s engineers…were actually more strongly
convinced about the necessity and convenience of industrial
development than Chile’s industrialists themselves. They not only
had the last say about the use to which a large proportion of the
resources that were poured into the industrial sector were put to, but
they also seem to have provided the ‘industrialising ethos’ that the
industrial bourgeoisie was clearly unable to articulate itself.”157

Today, many would perhaps see Cavarozzi’s statement as exaggerated
in its way of emphasising the role of these public sector ‘entrepreneurs’, a
view that surely would be shared by most of the contemporary SFF
directives. Let me therefore try to reconstruct the spirit of those days by
quoting an editorial from the pro-private sector newspaper El Mercurio,
under the title ‘Private Company and Development’. An opinion that
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probably reflected a deep sentiment about CORFO and its President, the
Engineer Raúl Saez:

“The personality of Don Raúl Saez is well known in this country
and among the international agencies that operates in Latin
America…He could be defined as an entrepreneur (un hombre de
empresa) with a modern mentality, notwithstanding his prolonged
and efficient work in the public sector. He is however, as many of
the engineers formed in CORFO, a typical manager of the State
owned companies, that apply to these an economic criterion and
pursue a long-term policy originated in the indispensable continuity
of the planning. A good part of the, for the country, State’s
advantageous investments is motivated by the fact that, since
CORFO was created, the swings (vaivenes) of party politics have
not succeed in substantially perturbing the development of
programs, conceived and operated on solid technical and financial
bases. A management merited by skills and not by electoral
clienteles is one of the causes behind Chile’s production of steel,
electric energy, oil and other products that have contributed to lay
the foundations for the general economy, and promoting the
development of whole zones of the territory.” 158

With the desarrollismo as ideological framework, CORFO gained a
new position placing economic planning and State-led promotion policies
on the top of the agenda. It centralised the industrial development policies
through a strong technocratic structure that transformed it into a public
entrepreneurial force. Although property rights were respected, the State
made clear who ‘ruled in town’. Let me quote a passage from Frei’s
speech to the Congress in 1966 in order to make this point clear:

“The State in Chile has the control of the basic resources (recursos
básicos) and of the mechanisms that allow to watch over society’s
common good and prevent that economic groups control the
national life. In the present historical situation the State of Chile is
the rector and guide of the economic life. No particular group can
predominate over it. To understand this, it would be enough to
examine the legal and institutional resources of the political forces.
That the private sector can, within this structure, receive stimuli and
security for its legitimate action that creates new jobs, does not
mean a challenge but a great good because no group can threaten the
superior direction of the State. To argue the contrary is to repeat
obsolete ideas, or remain in ideas that have already been overcome
by the reality.”159
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Notwithstanding a general support to the ‘entrepreneurial State’, the
industrial empresarios were always on their guard against too much State
intervention. In 1966, the SFF re-elected the hard-liner, Eugenio
Heiremans Despoy, as President. He was openly critical to the increasing
State intervention in the economy, a position that generated cold relations
with President Frei.160 From his perspective, Frei was a “prisoner of the
political parties.”161 Nevertheless, in spite of criticisms, as long as the right
of property was maintained, the industrialists would not engage in any
strong collective opposition to the State. An open opposition was also
discouraged by their dependence on CORFO to procure credit and
different forms of support. No doubt the CORFO’s technical functionaries
had a lot of power, since the fate of many companies was literally in their
hands. The political representatives had also something to say, but
according to empresarios interviewed by Cavarozzi, they didn’t know of
any project with a prior support from the technicians, which had been
rejected by CORFO’s Board of Directors. Moreover both governmental
and business representatives at the Board were unable to challenge the
choices made by the técnicos since they had limited access to technical
information.162 Even though these opinions are about CORFO policies
during the 1940s, I believe that they describe very well the situation during
the 1960s as well.

Structure of the SFF
The only data on the SFF’s membership that I could find around the

1960s stems from Cavarozzi’s study. He reported that out of the 4304
industrial plants employing 123091 workers and employees in Chile
during 1940, the SFF claimed to represent 792 plants with around 86000
workers.163 As you can see in figure 4 the SFF’s most representative entity
was the General assembly (GA) that elected the General council (GC)
which in turn elected the Executive Committee (EC). There was also a
Board of directors (BD) where the President, the first and second Vice
Presidents and the General Secretary participated. Yet, the real power of
the association was in the General council. It was the council that had the

                                                          
160 Interview with Eugenio Heiremans, 22-11-1999.
161 Muñoz, 1993:118.
162 Cavarozzi, 1975:126.
163 Cavarozzi, 1975:109.
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Figure 4.  Organisation Chart, SFF – 1966
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right to elect the President of the association, to create departments as well
as designate its members. It was formed by members elected at the General
assembly, one representative of each sectoral or regional association, and
honorary members. The latter must have been members of the Council for
at least 15 or 20 years, if the person did not postulate to the SFF’s
presidency.

It is important to remark here that the SFF (contrary to the CIU whose
organisation was fundamentally based on its members in Montevideo) had
a broad representation across the country through its regional associations.
These were however limited to act on issues outside their respective
region. Besides the regional representation, the association did also
function as an umbrella organisation for other manufacturing associations
that had ample autonomy, but were submitted to the General council for
issues concerning the whole sector. The current affairs of the association
were thus managed by the Executive committee that was made up by the
three members elected by the council, the directors of department and by
the members of the Board of directors. The role of the board was of an
executive character, while the Executive Committee had the most relevant
political responsibility by laying out the broad lines of action adopted by
the council. There were also differences with the CIU in relation to
membership since the SFF had more categories. These were a) individual,
b) adherents, c) indirect, d) honorary and e) corresponding
(correspondientes) members. The first three forms were most common
since they embraced individual company owners, individuals lacking
industrial properties (but considered as loyal to the aims of the association)
and members of other regional federations that were integrated in the
society. The other two forms (d and e) concerned distinguished people
(generally former executives of SFF) who had rendered valuable services
to the association, and people living abroad. For the approval of this kind
of membership ¾ of the votes at the General Council were required, while
only simple majority was needed for the other three cases. Another
difference with the CIU was that only the members of categories a, b and c
had the right to use the services of the association and intervene in the
General Assembly with vote and voice.

Let us now see how the activities were structured. According to the
1966 annual report, these were divided into different departments and
commissions that you can see in figure 4. At first sight, a striking
difference with the structure of the CIU was the existence of departments
working with SMEs, research and services. There was also a department of
public relations and a commission of foreign trade that worked mainly
with issues related to LAFTA. If we take a closer look at the report, two
departments appear to be more relevant than the other, ‘research’ and



CHAPTER 288

‘public relations’. In the report, ten pages each were used to describe their
activities, whereas only two pages referred to the department of industrial
services. Of course, this may not necessarily mean that these two
departments were the most important, but I believe that it is a good
indication of the SFF’s organisational priorities.

Analysing the activity of the research department I found a broad range
of relevant studies. For example, in the elaboration and publication of
industrial activity indicators (Indicadores Económicos de la Industria
Fabril) contained data about employment, energy consumption, production
and sales. This work was also important outside the association since it
was required by both international organisations as CEPAL and different
governmental agencies. The other department taking ample space in the
report, ‘public relations’, had as a fundamental goal to maintain fluid
relations with the State, foreign organisations, members, and companies in
general. This department had an extensive activity that ranged from
receiving international visitors as well as to edit and distribute the different
publications of the association. Among this publications, the most relevant
were the weekly information bulletin called Informativo, the more broadly
distributed journal Industria, and information brochures from the
departments (e.g. economic and legal information). Another publication
from the department of public relations was called ‘The Role of the
Industrial in Chile’, and was published every year.164

In relation to the official contacts of the association, the 1966 report
informs of the visit of World Bank and IMF representatives, ambassadors,
trade missions, representatives from Harvard University, and about
LAFTA-related meetings. Evidently, the SFF had many high-ranking
contacts at an international level. This was given singular importance in
the organisational structure where we find a department of International
Relations and one of Foreign Trade (see fig. 4). The SFF was actually a
point of reference of international organisations, something that can also
be observed in the travelling agenda of the SFF president. A particular
chapter in the report informs about the president’s visit to the headquarters
of IDB and other international organisations (more about this below).
Another interesting issue mentioned in the report that might help us to
understand the SFF’s role in the society concerned the efforts to establish
meeting-points between empresarios and Universities. The aim of this
initiative was to create different courses for empresarios given by SFF in
co-operation with the Universidad Católica.

In broad lines I would say that the kind of relations held by the SFF
suggests that it had a much broader national and international network of

                                                          
164 SFF,1966:75-76.
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contacts than the CIU. However, notwithstanding the high level
international meetings, there was not much of export-oriented activity
among the Chilean industrial empresarios. Even if LAFTA meant a step
towards an outward-oriented view, the industrial companies were still
highly dependent on the home market. And, by far, a major part of their
attention was on the contacts with the State. Let us analyse this part more
thoroughly.

Areas of Interaction with the State
The content analysis of the annual report tells us that the main contacts

of the SFF were directed towards the State albeit, as Figure 5 shows, the
single most mentioned entity was LAFTA. Among the most mentioned
State units were CORFO, the Central Bank and the Parliament (Chamber
of Senators, Deputies and their respective commissions). Within the
Executive, the most mentioned ministries were Economy and Finance.165

But let us start here by describing the interaction with CORFO. An
interesting example of this, which I found in the 1966 report, was a
meeting of Heiremans and CORFO’s office in New York in order to
explore possibilities for co-operation for the promotion of industrial
products in the United States. Besides giving us an idea of the international
scope of the corporation’s activity, it also shows the industrialists interest
to penetrate this difficult market. But let me draw your attention on the fact
that, already since the 1960s, the Chilean private sector depended upon
specialised agency that helped them to improve their possibilities in
overseas markets.

The report also informs about meetings in Chile, where the SFF
expressed its opinion about tariff reduction to imports of heavy industrial
equipment. Moreover, CORFO was also mentioned in relation to the
claims from local associations of the SFF, concerning difficulties with
credits and debt payments to CORFO. These requests were first presented
at a meeting with the SFF’s Board of directors and later on transmitted
directly to CORFO by Heiremans. He, in turn, persuaded CORFO’s
industry commission to visit Temuco, Valdivia and Osorno (in southern
Chile) in order to see the problems of the industrial entrepreneurs.
According to the annual report, thanks to that visit (which was presided by
CORFO’s president, Domingo Santa María, who also was Minister of
Economy) the manufacturers obtained solutions to their credit problems as

                                                          
165 In Chile the Ministry of Economy was in charge of industrial policies as well as of the

State-owned companies. The Ministry of Finance (Hacienda), in turn, was concentrated
on macro-economic policies.
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well as the initiation for plans to make a new industrial establishment in
Temuco.166

Source: SFF, 1966

Turning now to the Central Bank, a constant preoccupation of the SFF
was related to the import quotas, an area where the Bank was very
powerful since it had the discretion to reject petitions from companies and
it charged fees for the import registration.167 The SFF was also concerned
about access to credit and monetary policy. For this reason, a mixed
commission between the SFF, the Bank and government representatives
was created.168 The Bank was also mentioned in the discussion on an
Export Promotion Law (Ley Sobre Fomento a las Exportaciones). It was
an issue around which the Bank held conversations with the SFF, to
analyse the consequences of credit lines for pre- and posts shipment
periods and to introduce a drawback system169 for export items.170 Finally,
the report also expressed satisfaction with the SFF’s successful campaign

                                                          
166 SFF, 1966:66.
167 SFF, 1966:41.
168 SFF, 1966:5.
169 The drawback is a duty paid on the import that is reimbursed when the product is

exported (INTAL, 2000:57).
170 SFF, 1966:46.
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for a presidential veto on a law that gave the Central Bank the right to fix
quotas on food imports to some provinces.171

In relation to the interaction with the Parliament, a first element to note
was that the SFF gave this entity much more importance than the CIU. The
association even had an assessment group for parliamentary issues where
the members could ask for legal advice and contact with the politicians.
Referring to the Parliament, the report informs how the association
expressed its opinion to the Economic Commission of the Chamber of
Deputies on changes in the law that granted the Department of Arica
(Northern Chile) a special treatment in relation to tariffs. The Parliament
was also mentioned in relation to a law for promotion of the Chilean
automobile industry and concerning constitutional changes aimed to
“weaken the effective right to private property something that would have
a negative effect on foreign investments.”172 Furthermore, an issue that
concerned the association was related to the government’s plans of
agrarian reform as well as with new norms related to national forestry
resources discussed in the parliament. The problem here was basically
related to the guarantee of private property rights, something that would
become dramatic with the more pronounced socialisation policies of
Salvador Allende’s government (1970-1973).

Another source of information about SFF/State interaction can be found
by analysing the activities of the SFF Commissions that are presented in
Table 4.  Like the CIU, the SFF had strong participation in the ISI-
structure but it seemed to be more institutionalised than the Uruguayan
Chamber. As Table 4 shows, the SFF had much more formal
representation in some key State entities as was the case of the Central
Bank, the Banco del Estado, CORFO and the Junta General de Aduanas.
In these instances, the empresarios were principally concerned about
specific issues such as prices, exchange controls or particular laws. At that
time, he said, the private sector lacked it’s own economic policy proposal
since every entrepreneur was principally concerned with his own industry
and left the initiative of elaborating general economic and social policies to
the political parties.173 Thus, in his opinion even if the association
developed services to members and created own research programmes, the
industrialists were more concerned with running the day-to-day business of
their companies rather than engaging in broader macro economic thinking.
Nevertheless, in my opinion, the acceptance of the leading role of the State

                                                          
171 Ibid.
172 SFF, 1966.
173  Interview with Pedro Lizana Greve, 12-04-1996.
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Table 4. Entities with SFF Representatives, 1966

Directorio Banco Central Comisión de Estudios de
Asignación Familiar

Directorio Banco del Estado
Comisión Industrias
Departamento de Comercio
Exterior. Banco Central.

Consejo Corporación de Fomento de la Producción Junta de Adelanto de Arica

Junta General de Aduanas Comisión Central Mixta de
Suelcos

Consejo Nacional de Seguridad
Comisión Nacional
Fomento Pequeña Industria
y Artesanado

Consejo de Servicio de Seguro Social Consejo Nacional de
Educación

Caja de Acidentes del Trabajo
Consejo Nacional para la
Orientación y Desarrollo de
la Industria Electrónica

Consejo Departamento del Cobre
Institutos Ciencia y
Tecnología de Alimentos de
la U. de Chile

Servicio de Cooperación Técnica Consejo Universidad
Técnica del Estado

Comisión de Trigo Comisión Convenios de
Estabilización

Comité Asesor del Consejo de Rectores Directorio INDITECNOR

Junta de Vigilancia de ASMAR Comisión Premios de
Estímulo al Trabajo

Consejo Asociación Chilena de Seguridad Asociación de Industriales
de Latinoamérica (AILA)

Consejo de Establecimientos Industriales de la
Municipalidad de Santiago CICYP, Sección Chilena

Confederación de la Producción y el Comercio (CPC)

Comisión Nacional de la
IASTE (International
Association for the
Exchange of Students for
Technical Experience).

Campaña Nacional de Reparación de Escuelas
Grupo Coordinador de
Industrias Qúimicas,
ALALC

Comisión Asesora del Ministerio de Hacienda en
Materia de Importaciones Municipales

Organisación de las
Naciones Unidas para la
Alimentación (Campaña
Mundial Contra el Hambre)

Comisión de Créditos del Banco Central

   Source: SFF, 1966.
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never meant that the empresarios didn’t try to create their own instruments
of analysis as the Uruguayan COMCORDE.

In 1954, a group of empresarios started the Chilean Institute of
Rational Administration of Companies (Instituto Chileno de
Administración Racional de Empresas, ICARE) with the help of experts
and financing from the United States. The people behind this initiative saw
themselves as ‘progressive empresarios’ and the leaders were actually
from the SFF. The institute’s first president was, in fact, Eugenio
Heiremans, and the Vice President, Hernán Briones.174 ICARE’s goal was
to give the empresarios the necessary management tools to confront the
increasing demands from competition, the needs of the consumers, and all
the elements that influence the efficiency of the company.175 Nonetheless,
even if ICARE showed that there was initiative from the private sector to
create their own centres for research and diffusion of new models, it was at
the same time also a proof of the close interaction that existed with the
State. Well-known officials and supporters of the Christian Democratic
Party like as Raúl Saez and Gabriel Valdes became presidents of the
institute. Until 1968, almost all presidents of ICARE also occupied public
offices, most of them as ministers or ambassadors.176

Compared with Uruguay it appears as if both the SFF and the State
granted much more importance to technology-related issues (at least from
the point of view of the organisational structure) and its linkage to the
industrialists. The SFF/State interaction in this field can be seen through
the Commissions in Table 4 where eight of them were related to education,
research and technology. This was the case of the National Council for
Orientation and Development of the Electronic Industry, National
Education Council, Board of the Institute of Standardisation and
Thechnological Research (INDITECNOR), the Council of the State’s
Technical University, and the Institute of Science and Food Technology of
Universidad de Chile.177 Let us now see how this engagement in
technology and education, as well as the participation in State entities was
shown in the profiles of the EC members.

                                                          
174 See appendix 4.
175 Empresa, Año XII-Nr.76, August 1968.
176 Ibid.
177Consejo Nacional para la Orientación y el Desarrollo de la Industria Electrónica,

Consejo Nacional de Educación, Directorio del Instituto de Investigaciones
Tecnológicas y Normalización (INDITECNOR), Consejo de la Universidad Técnica del
Estado, Instituto de Ciencia y Tecnologia de Alimentos de la Universidad de Chile.
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The Executive Committee
Considering the SFF’s many links to technically oriented entities, it is

not a surprising that a majority of the members in the Executive committee
were professionals. Moreover, all of them were engineers (see table 5) and
they all studied at the public Universidad de Chile (UCH). The attachment
to the UCH shows the importance of the State’s education centres during
this period, in spite of the existence of private universities (in Uruguay, on
the other hand, there was no such alternative). Foreign exams were on the
other hand not common.  Guillermo Feliú Silva was the only member with
a foreign degree.178 If we turn to their interaction with the public sector, as
it can be seen in Table 5, most of the directives acquired positions in the
State apparatus. I also count here those who were appointed to positions in
State agencies as private sector representatives. This was, for example, the
case of the SFF representatives on the boards of CORFO, the Central
Bank. The other feature that can be drawn from Table 5 is related to the
companies that the members came from and their representatives. In this
respect, a common element with the CIU was that the members of the
Executive committee came mainly from large companies. On the other
hand, there were more managers in the SFF’s board, perhaps an effect of
the industrial structures where Chile had a more developed industrial
sector in which more professional managers (and not traditional owners)
represented the companies.179 Nevertheless, a strong presence of big
companies (represented either by owners of managers) gave substance to
the view of the SFF as an association representing the economic groups.

Following this line of thinking, the sociologist Genaro Arriagada
labelled the SFF as an ‘oligarchic organisation’.180 His argument was based
on a study of Chilean private sector organisations where he (referring
particularly to SFF and SONAMI) explained that these were created as
prototypes of the SNA, which was the same as saying that the SFF became
an elite association.181 According to Arriagada, the oligarchic tendency was

                                                          
178 Heiremans took some management courses in Harvard but did not graduate.
179 For a good discussion on the distinction between owners and managers, see Galbraith,

1979.
180 Arriagada, 1970.
181 Arriagada, 1970:28.
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      Table 5.  Executive Committee of the SFF – 1966

Name Profession University Foreign
exam

Company Post State envolvement
(during presidency of)

Economic Group
or MNC

Exporter (x)

Eugenio Heiremans
D. - -  -  (a) SOCOMETAL Owner (c) Director of CORFO*

Alessandri /Frei Own -

Ernesto Pinto L.. Engineer U. de Chile - Cemento
Melón Manager Min.of Infrastructure

Alessandri Matte -

Sergio Markmann D. Engineer U de Chile - Sindelen Owner
Director of Banco del
Estado*
Frei

Own -

Sergio León H. - Graphic industry Manager n.d. Own -

Fernando Smits Sch. Engineer - SIC Owner Director of Central Bank*
Frei Own -

Fernando Léniz C. Engineer U de Chile n.d. CMPC Manager Min.of Economy
Pinochet Edward X

Sergio López V. Engineer U. de Chile - CMPC Manager Director of CORFO*
Alessandri Edward X

Carlos Larrain T. - Laboratory Manager - Own -

Patricio Huneeus S. Engineer U. de Chile - NIBSA Manager Director of Infrastructure
Alessandri MNC -

Guillermo Feliú
Silva Engineer U de Chile Degree in

Sorbonne COPEC Manager Director of CORFO*
Frei n.d. -

Miguel Etchepare - Etchepare S.A Owner - Own -

     Source: SFF, 1966, Company Annual Reports and Interviews

  a) He attended some business courses in Harvard University;  b) * = Directors in representation of the SFF;

  c) With more than 15 percent of  the shares of the company.
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secured by the statutes that did not allow voting for lists (el voto completo),
something that impeded the creation of electoral groups. He also pointed
out that the affiliate associations had one vote each in the executive
committee, something that did not represent their real weight in the SFF.
For example, while the Association of Metallurgical Industries (Asociación
de Industriales Metalúrgicos, ASIMET) represented 17.5 percent of the
members and had one seat in the committee, other minor associations
(representing 4 percent of the members) had six seats. Moreover, 28
percent of the members of the Executive committee were honorary
members and the former presidents were granted lifetime tenure. These
elements together, according to Arriagada, favoured the oligarchic
tendencies that benefited the economic groups.182 My opinion is, however,
that neither the arguments about a ‘total control of the economic groups’
over the SFF, nor the view of ‘an oligarchic unity’ (across sectors) in Chile
(before Allende), cannot be accepted altogether.

During Alessandri’s period, the attempt to introduce free-trade oriented
measures drove a wedge between industrialists and their political party
allies and provoked intra-sectoral conflicts. Moreover, Alessandri’s
intentions to reduce protection for domestic industry to promote industrial
efficiency set the SFF against the government and other sectors.183 The
intersectorial wedge, among the empresarios, became even wider during
Frei’s government. Many industrialists saw an opportunity to broaden the
home market and make a profitable joint venture with the State for
industrial investments, in the Christian Democratic project.184 There was
then a tacit support by the industrial capitalists in favour of State-led
policies, a support that was even maintained during the first year of
Allende’s government. It is difficult to see a common strategy within the
private sector, or even among the leading economic groups. In fact, while
one of the largest economic groups (the ‘Luksic group’) tried to make
agreements with the UP government on their own.185 Another group headed
by Augustín Edward Ross (the Edward group) started to promote the
creation of a network of técnicos to elaborate alternative economic
programs.

Along this line, since the late-1960s, the so-called Edward group had a
great interest in the training economists at the Universidad Católica’s
School of Economics. Companies belonging to the group began to support
its activity by employing students or appointing professors as their research

                                                          
182 Arriagada, 1970:80-81.
183 Silva, 1996:38.
184 Stallings, 1978 and Montero, 1997.
185 Revista Qué Pasa, 20-11-1999.
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directors.186 But the neo-liberal economic orthodoxy professed by the
‘Chicago’ and Universidad Católica educated economists was far from
widely accepted in the private sector. Nevertheless, according to Juan
Gabriel Valdés, when the economists from PUC joined the team that would
prepare Alessandri’s economic program (for the 1971 elections), there were
many rifts with the pro-Alessandri entrepreneurs. Although Alessandri
shared his colleague’s doubts about these economists, they were allowed to
continue working in his group until the campaign was over.187 My point is
that, in general, the economic groups were not enemies of the State. They
were, on the contrary, highly involved in the co-operative system that
granted them access to the power structure built up together with the State.
Cavarozzi put this more clearly:

“...a new generation of industrialists was born after the Depression
years. Among them the owners of metal industries were by far the
most important, and although they did not seriously conflict with the
older generation of industrialists there were some important
differences between the two groups. The new sector of Chile’s
industrial bourgeoisie which was born during the 1930s and 1940s
was much more dependent on State support and intervention than
the older sector which was linked to the pre-1930 outward-oriented
economy.”188

There was thus a split between big and small companies, perhaps,
indirectly promoted by State activity. Due to CORFO’s involvement in the
industry, many smaller companies lost their attachment to the SFF; a break
that was particularly important at the end of Alessandri’s government when
many companies were negatively affected by the free-trade oriented
measures. An expression of this cleavage was the creation of the
Confederation of Small and Medium Size Metallurgical Industrials
(Confederación de Pequeños y Medianos Industriales Metalúrgicos,
CORMA) in 1966. The leaders of this organisation openly complained
about their solitude in fighting for the interests of the SME industrial
companies and mentioned their work with CORFO as highly relevant .189

This organisation was seen by El Mercurio as one of the “most dynamic
organisations of the industrial sector since they have showed strength in
drawing the attention of the authorities on the needs of the sector.”190 These
words were probably a threat to the former encompassing representativness
of the SFF.
                                                          
186 Valdés, 1995:225.
187 Valdés, 1995:240.
188 Cavarozzi, 1975:315.
189 El Mercurio, 20-01-1966.
190 El Mercurio, 17-10-1966.
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Facing new forms of challenges the SFF leadership had to return to the
features in the organisational culture that upheld the small entrepreneur,
‘the man of work’. One of the first moves of Heiremans, after returning to
the Presidency of the SFF, was to strengthen the links with the sectoral
organisations giving them an greater role in the association’s activities.
Furthermore, the executive committee presented a plan to give more
dynamism to the SFF departments by increasing the amount and quality of
services.191 This policy was particularly directed to the SMEs for which a
reason a Department of SMEs was created. There were actually no
commissions or departments that specifically pointed out this group in the
early-1960s. These SME-oriented measures can be seen as a response to the
dividing tendencies among the industrial empresarios (see CORMA
above), and an effort to align the smaller companies with the big capitalists.
This was an expression of the ever-present latent tension between  ‘small’
and ‘big’ companies. Still, as Arriagada suggests, the ‘oligarchic unity’ was
not an easy task. New sectors of the industrial bourgeoisie, accustomed to
import substitution, sought to establish closer and more effective links with
the different State agencies.192 Paradoxically, those who began to strongly
react against the socialisation policies were associations of SMEs outside
the SFF (and the landowners) that felt their economic existence threatened
by the Unidad Popular (UP).193

Regional and Global Levels
Let us begin here by pointing out those non-national agencies that I

found most relevant.  Looking at figure 5 (see above), we see a similitude
with the CIU in that the most often mentioned international organisation
was regional, namely, LAFTA. What is thus surprising, in the Chilean case,
is that LAFTA was more often mentioned than CORFO. Particularly, since
the Chilean industrial companies were not as export-oriented as they are
today. This makes a close analysis of the role of LAFTA an obvious task.

LAFTA
Chile was one of the most active countries behind the integration ideas

of those days. It was not a coincidence that CEPAL’s office located in
Santiago, or that many of the important names behind the process were
Chilean, like Felipe Herrera. CEPAL had by then a particular influence in
Chile. This could be perceived among the industrialists who were
                                                          
191 El Mercurio, 22-04-1966.
192 Cavarozzi, 1975:318.
193 This was the name of the leftist coalition that came to power in 1970 with Salvador

Allende as presidential candidate.
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enthusiastic about LAFTA in contrast to the scepticism of their Uruguayan
counterparts. In 1961, at the SFF’s Annual Meeting of the National
Convention of the Industry, the president of the CPC, Domingo Arteaga
Infante,194 expressed firm support to the integration process. He advocated
that; “the success of the Treaty of Montevideo will depend, fundamentally,
on the producers more than on the governments.”195  Arteaga also stressed
the importance of the changes that the industrial companies had to make in
order to adapt to a larger free-trade area (FTA). These changes, in his
opinion, were related to the need for rationalising administration, cost
efficiency, systems of buying and selling, management, human resources,
prices, production techniques, relations with employees, and searching for
agreements with producers from other regions. Mr. Arteaga’s opinion
showed that (at least from the perspective of large companies) the idea of
economic integration had to do with more than just markets. LAFTA was
also seen as an incentive to rationalise and professionalise management, an
idea that was incarnated in the creation of ICARE. Arteaga made this point
clear saying:

“I believe that the Treaty of Montevideo showed the disposition of
the Chilean industrialists to overcome the limitation of our small
internal market, without the fear to confront the unavoidable
struggle, healthy and friendly, of the free-trade area.” 196

Considering the importance of the issue, the convention decided to
create a Commission of Free Trade Area in the SFF whose activity had to
be co-ordinated with the Government. At quite an early stage, the SFF
became a supporter of the integration process, something that surely was
encouraged by the fact that Chile had a strong trade deficit with the
region.197 As the LAFTA analyst, Raymond F. Mikesell, points out, light
industry companies (and such was the case of the majority of Uruguayan
industry) were originally more prone to oppose the idea. On the other hand,
heavy industrialists (like the Chilean Steel companies) were very positive
since they had less to fear from regional competition. Mikesell also
remarked that the steel industry under the leadership of Flavián Levine
(director of the Chilean Steel Institute), appeared to be the only industrial
group that was active in promoting LAFTA.198 He found that even if many
Chilean businessmen saw advantages in the creation of a regional free
market, they were also concerned about their competitive position because
of a widespread feeling that the Chilean currency was substantially
                                                          
194 Arteaga was also president of the SFF between 1955 and 1959, see appendix 3.
195 El Mercurio, 18-06-1961.
196 Ibid.
197 Industria, 1964, No 6:17.
198 Mikesell, 1961:134.
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overvalued.199 However, my findings point in a different direction. Even if
it is true that smaller companies did not actively support the Montevideo
Treaty, the majority of the SFF leadership clearly did. This acceptance may
have also contributed to spreading the view of the SFF as an elite
organisation, since there seemed to be little representativeness of the
smaller companies on this issue. But, on the other hand, it must be said that
the supporters were not over enthusiastic. Many of those who were positive
to LAFTA, at the same time, jealously guarded the tariff protections of
their own companies.

A task of the SFF in the LAFTA machinery was to receive proposals
from the different countries and forward it to the sectors or directly to a
company for their opinion. As the SFF’s Foreign Trade Manager in 1999,
Hugo Baierlein Hermida, explained about those days; “when a company
said no, the thing used to be stopped there.”200 The SFF representatives
received then the yes or no and went to the negotiations with a list of
products and percentages agreed by the companies. But, in this process, the
role of the SFF was not altogether clear since sectoral associations (like in
Uruguay) could go individually to the negotiations. Broadly speaking, one
may say that the empresarios (mostly the big companies) gained a more
influential role since the negotiations were sectoral instead of universal.
This meant that the single companies had a word to say about the outcome
of the negotiations. However, in my opinion, to really grasp the SFF’s
position towards LAFTA one has to go beyond the analysis of economic
gains or looses. For the industrialists around the SFF, the involvement in
the integration process had a lot to do with political reasons. They felt, and
actually were, highly dependent of the State that by the mid-1960s was
making unprecedented inroads in the industrial sector. This was seen with
great suspicion by the SFF’s leadership whose position had weakened due
to Alessandri’s failure, and to the successful professionalism showed by
CORFO’s ‘public entrepreneurs’. Thus, in an increasingly statist
environment, the pro-private statements from LAFTA’s private sector
network did indeed matter as a counterweight.

The strategy of the Chilean empresarios was then to gain more
influence through supranational organisations in order to limit the
government’s power as bureaucratic hindrance.201 This would give them
ideological strength and legitimacy to argue for the necessity of a strong
private sector in Chile. It is, perhaps, for this reason that the SFF was more
positive towards AILA than the CIU. I say ‘more positive’, not only

                                                          
199 Ibid.
200 Interview with Hugo Baierlein Hermida, 26-10-1999.
201 Mitchell, 1967:11.
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because it is more often mentioned but fundamentally for the more
outspoken support for AILA’s activities. A support that was maintained in
spite of the growing discontent with the slow progress of LAFTA. This
discontent was manifested at AILA’s extraordinary meeting held in May
1966 where the empresarios pressed for institutionalisation of the private
sector participation in the negotiations by integrating the official
negotiations with empresarios designated by the associations. Note that at
the same time as the CIU declared AILA as a bureaucratic and unnecessary
organisation, the SFF representatives made positive statements about it.
Furthermore, the year 1966 was declared by ASIMET as the ‘year of
metallurgical exports’,202 an enthusiasm that was preceded by the
government’s approval of a new law on export promotion which was
saluted by El Mercurio as “a step towards progress.”203 But, let me once
again remark that one should not be confused with the grandiloquent
statements about integration. In practice there was not much done to open
markets.

Other International Agencies
Besides the two organisations mentioned above, another relevant

organisation was the IDB that under the leadership of Felipe Herrera gave
much assistance to Chile. It did however not have much direct interaction
with the SFF even though there were different forms of contact. The annual
report informs how the IDB, the Latin American Monetary Centre and the
Institute of Economic Development donated a valuable economic library to
the SFF.204 Another mentioning was related to the participation of Chilean
empresarios in a conference on Regional Integration financed by the
Institute for the Integration of Latin America and the Caribbean
(INTAL),205 and the Getulio Vargas Foundation of Brazil.206 That year
(1966), Eugenio Heiremans also held a meeting with Felipe Herrera in
Washington to explore ways in which the SFF could collaborate more
directly with the development of the Chilean private sector. They agreed

                                                          
202 El Mercurio, 21-01-1966.
203 El Mercurio, 15-04-1966.
204 SFF, 1966:36.
205 The Instituto para la Integración de America Latina y el Caribe (INTAL) is an

international organisation created by an agreement between the Inter-American
Development Bank and the Argentine Government in 1965. Institutionally, INTAL is
part of the Integration and Regional Programs Department of the IDB. INTAL has been
actively involved in research activities, technical co-operation for governments and
institutions in the academic and business fields, and training in support of the
integration and regional co-operation processes (http://www.iadb.org/intal/, 11-01-
2001).

206 SFF, 1966:45.
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that both organisations would maintain an “official and permanent
contact.”207 Unlike Uruguay, the SFF had more contact with the IDB,
something that was also true for the Chilean State. I would say that not only
in comparison to the Uruguayan, but also probably with most other Latin
American States. At the fifth anniversary of the Alliance for Progress, the
Chilean Minister of Finance, Jorge Molina, recognised that Chile had been
the most favoured country measured in terms of USD per capita.208 Felipe
Herrera estimated that the foreign aid to Chile averaged around of 200
million USD per year throughout the first half of the 1960s.209

Table 6. Assistance and Grants from USAID to Chile, Uruguay and Argentina,
1961-1970. Value as of June 30, 1970 (million USD)

Year Chile Uruguay Argentina
1961 2.9 0.1 0.8
1962 2.4 0.3 2.0
1963 5.4 1.9 2.9
1964 2.9 0.8 1.3
1965 2.5 0.9 1.5
1966 2.8 0.8 1.5
1967 2.8 1.6 1.3
1968 2.9 1.2 1.8
1969 2.7 1.3 1.8
1970 2.9 1.5 0.9

Source: América en Cifras; Situación Económica (Washington D.C.: Unión
Panamericana, 1972). In Biglaiser, 2002:6.

To give an idea of the differences in support compared to Uruguay, I
include here Table 6 that reveals the amount of grants given by the USAID
to Chile and Uruguay between 1961 and 1970. I also included Argentina (a
much bigger country than Chile) to show Chile’s privileged position in
receiving funds. It is interesting that although a large part of that support
went to the industry,210 the SFF still had little direct involvement with the
IOs giving the funds. A reason was that the major parts of these resources
were given to the private sector through CORFO.211 Like in Uruguay, the
key channel was not the companies or the business associations, but the

                                                          
207 SFF, 1966:11.
208 El Mercurio, 16-03-1966.
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210 For example, at the sixth Annual Report of the Bank, corresponding to the activities of

year 1965, it showed how the industrial sector was the major beneficiary of the loans
(La Mañana, Síntesis Nr. 102, 23-05-1966).

211 El Mercurio, 01-03-1966.
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State. This can be seen by comparing table 2 and 4, but also by the number
of mentions that I will discuss in figure 7 and 11 that are presented in
chapter 4. From the above tables it is revealing to see the SFF’s mentions
of international and regional organisations. We find here the UN, AILA,
CICYP, LAFTA and IASTE (International Association for the Exchange of
Students for Technical Experience). I don’t have much information about
IASTE, but it shows SFF’s participation in international education
networks on technological issues. If we look at the CIU’s commissions,
there was only one mentioning (see table 2) to a non-national entity, the
Regional Electricity Integration Congress (CIER).

I only found one case of open conflict between the SFF and an IO, and it
was with the IMF. In this case the line of the SFF was similar to that of the
CIU, although not in such a negative tone as their Uruguayan counterparts.
Referring to an agreement with the fund in 1965 (when the Chilean
government bounded itself to maintain a restricted monetary policy). SFF
argued that Chile’s economic problems partly stemmed from the
government’s commitments with the IMF. About this a SFF representative
maintained that; “we sustain that the fund apply prescriptions that are not
convenient for the country.”212 It seems to me that the main line of this
conflict was ideological since the empresarios felt threatened by the neo-
liberal orientation of the IMF’s recommendations.

Notwithstanding these conflicts there appears to have been a much
higher interaction between the SFF and international agencies than it was
the case for the CIU. But it would be wrong to attribute this only to a
particular pattern among the empresarios. In Chile, the main articulating
agent towards the regional and global levels was actually the State. Already
in the 1950s, the State started sending officials to study abroad and
strengthening links with universities in the U.S. and Europe. In time, a
group of professionals with knowledge of international organisations
occupied leading posts, something that encouraged both common
understanding and further contacts with IOs. An important push behind that
development stemmed from CEPAL, which exerted an important influence
on the ‘officers’ and ‘experts’. They participated in CEPAL’s training
programs for planners in Santiago de Chile where many Latin American
technocrats had graduated.213

Together with the officials, an important group of private sector
representatives were also influenced by the desarrollismo ideas. This meant
that many empresarios, besides recognising the advantage of planning and
the public sector, also gave more relevance to international trade and
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adopted new rationalising methods to improve competitiveness. In other
words, we see here a strong World-cultural pervasiveness in the Chilean
environment that certainly influenced the industrialists, ICARE is a good
example of this. But let me remark again, not all the industrial empresarios
shared that ‘modern’ view, and the SFF did not have overall power over the
companies. However, the new World-cultural institutions were remixed
with the State through the desarrollismo. In this regional remix, the
empresarios had a subordinate position to the State.

Some Conclusions About this Period
The 1960s started with economic downturn in both countries. A first

reaction towards the recession was the election of parties whose proposal
was centred on a shift towards more market friendly policies. This was to
some extent inspired by the recommendations of IMF experts. Yet, the neo-
liberal cacophony of these técnicos had in practice little support from the
ruling politicians and officials that leaned towards the desarrollismo.
Behind the desarrollimo we find high-ranking think-tanks that were active
within IOs such as the United Nation’s regional commission CEPAL, or the
IDB. It is therefore not strange that the desarrollistas, besides a basic fait in
the market economy, also emphasised issues such as social rights and
democracy.214 All this is part of the homogenising institutions of the first
wave. Let me outline this further below and then turn to the heterogenising
elements.

Behind these social oriented values, there was a strong impetus towards
rationalisation. One element that required more attention was planning.
Another was the path towards industrialisation and a third was export-
orientation. All these aspects were expanded through two elements that
were inherent to World-culture, namely, técnicos and IOs. Since the
desarrollismo was a regional remix of this, it was not strange that a myriad
of regional organisations were created or gained strength during the early-
1960s. Many of these as part of or linked to LAFTA. The two most
representative entities in Chile and Uruguay of this current were ICARE
and COMCORDE.

It must also be said that this trend was facilitated by political will and
resources from the U.S. channelled through the Alliance for Progress (at
least during the first half of the 1960s). The extent of U.S. involvement is

                                                          
214 When writing about Brazil and Argentina, Sikkink says that democracy played a

secondary role in the political world view of developmentalists since it was
subordinated to the demands of economic goals (Sikkink, 1991:34). I have my doubts
whether this argument holds true for the top-ranking desarrollistas in Uruguay and
Chile. In my opinion, this is a highly interesting issue that requires more research.
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however not part of my analysis. My focus is instead on the fact that this
first World-cultural wave encouraged isomorphic structures in Chile and
Uruguay. That was certainly the case of ICARE and COMCORDE. In what
refers to IOs and regional organisations, I argue that their presence was
more pronounced than ever, though  more prominent in the SFF. In both
cases, the regional level was more relevant than the global, something
showed by their commitment to the LAFTA process and its related entities
(as AILA). LAFTA was actually one of the most mentioned organisations
and by far the most mentioned among the non-national ones. It was even
the most mentioned at in SFF’s 1966 annual report. But beyond that, I
found little mention to regional or global organisations. For both industry
associations, the State was the most important entity. This was not strange
since, in the Chilean and Uruguayan remix, the State entities were
absolutely the most important organisations due to the key role of public
administration in promoting development.

The differences between them appear when we look at the content of the
interactions between national and non-national entities. Although big
companies dominated both, there was a strong difference concerning the
profiles of the leading empresarios (members of the SFF/CIU board of
directors). First of all, the SFF had more directors with academic degrees.
But the difference was not only related to the numbers, but also in the link
of the profession to industrial activities. All of the SFF directors were
engineers, while the CIU directors had few economic or industry related
degrees. Moreover, the CIU’s board was dominated by owners while the
SFF’s had more managers. This could partly explain the difference in
professional formation. I say partly since the differences in industrial
structure had probably something to do with this difference since Chile had
a larger share of heavy industry than Uruguay. The differences between the
associations were also evident in respect to the directors’ positions in the
public sector where SFF showed a closer involvement than the CIU. Even
if there were CIU leaders that gained influential positions in the
administration, this was not the rule. It was the contrary in the SFF where
the channels of communication between the Chilean State and the
organised industrials (at the SFF) were more consolidated than in Uruguay.
The reason can be summarised in one word, CORFO.

In spite of being administratively under the Ministry of Economy,
CORFO was by far more mentioned than the Ministry. It was an arena of
interaction with the private sector. But more important, it was the tool and
think-tank of industrial policies as well as the channel through which the
empresarios were incorporated into the public sphere. In Uruguay, that
arena was, fundamentally, the political party system. I don’t say that the
Chilean parties lacked that function, my argument is that their influence
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appeared to be much less than in Uruguay. Chile had stronger alternatives
to the parties.

As said above, in Uruguay, the main expression of the ‘modernising’
approach was CIDE and, after initial resentments, industrialists, leading
politicians and officials joined in the chorus of CIDE supporters. Yet, when
the reforms were going to be put in practice different brakes appeared
everywhere. After CIDE was closed down, only some of the reforms were
accepted. Trying to go to the bottom of this, I would say that, the
Uruguayan system rejected the new ‘rational’ and ‘scientifically oriented’
institutions that were at the very heart of the desarrollismo. I found here a
strong mistrust towards the técnicos that were seen as a threat to traditional
patterns of relationship. It is probably not a coincidence that the person who
incarnated the Latin American cultural opposition towards the Anglo Saxon
utilitarian scientific rationalism was actually an Uruguayan writer. I refer to
José Enrique Rodó who, in the late 19th century, rejected many aspects of
the utilitarian market liberalism represented by the U.S.215 Even if Rodó
admitted that the ‘Northern’ society was very successful, he argued that its
people lived for the present, and subordinated all their activity to the
egoism of the personal and collective well-being. Such a society, he said,
gave the impression of being insufficient and empty.216 His ambiguous
feelings towards the U.S. are well summarised in his famous statement;
“although I don’t love them, I admire them.”217 As Arturo Ardao noted, at
the base of this view was a criticism of positivism, expressed negatively
towards an ‘exaggerated belief in science’ as well as in the highlighting of
traditional ideals that could go against immediate goals considered as
‘practical’ or ‘useful’.218

In Chile, a kind of Rodonian mistrust towards scientific rationality can
be found in Jorge Alessandri’s view. The contrast with Uruguay is that
Alessandri also rejected traditional party politics.219 From this perspective
there was a clear ‘Yes’ to private property and certain aspects of the market
economy. But there was a ‘No’ to professionalisation and foreign
involvement. This ‘No’ had different expressions in each environment. In
Uruguay, the clientelistic forms of relation and the caudillismo were
important sources of resistance. These were institutional patterns of what I
call ‘horizontal’ character since the caudillos had direct relations with their

                                                          
215 The opposition between ‘Latin idealism’ and ‘United States utilitarianism’ is very well

explained in Véliz, 1994.
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218 Ardao, 1968:298.
219 The closest we come to his position in Uruguay could be Pacheco’s ‘government of the

empresarios’ that put the emphasis, on empresarios and not in politicians or técnicos.
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supporters and were generally not members of the country’s ‘aristocracy’.
In this way, I believe that the ‘capture’ of the State was made by different
political (party) fractions that gained access to the bureaucracy through the
parties and their ‘caudillo nervures’.220 This caudillo led fractions, gave
priority to personal links rather than professional merits, and found vital
oxygen in the defragmentation of the administration. It was the defence of
this institutional pattern that motivated the rejection of centralising reforms
that intended to incorporate meritocratic structures into the system.

In the case of Chile, even if the parties had a strong grip on the system
and clientelism was part of it, meritocracy was a much more consolidated
institution. In my opinion, a central element that allows this to happen was
the historical centralisation of the Chilean State. In this country, reforms
have generally been top-down, using the State apparatus, and not breaking
it. This means that there has been continuity in the country’s hierarchical
structures, both in the administration and in the society. Such institutions
made the country more open to the new policies promoted by the
desarrollistas in the 1960s. In Chile, every technocratic project has been
justified in the name of modernisation,221 and so was the case with the
desarrollismo. This was probably a key reason for which the first World-
cultural wave was more easily adopted by Chilean organisations compared
to the Uruguayan

In sum, there was a persistence of historical institutional lines in each
context and these have been pervasive to the industrial associations. I
noted this analysing the level of professionalisation, the patterns of
interaction with the three levels, the isomorphism of new models and their
rejection. From these elements we can observe that the SFF had a stronger
degree of professionalisation and centralisation than the CIU. Furthermore,
the interaction with the State was mostly concentrated on CORFO that also
worked as a channel of participation of the empresarios, even though
many of them would today argue that this was very limited. The weight of
the institutions mentioned above apparently contributed to improve the
interaction between the Chilean organisations mentioned here and the non-
national organisations. It is therefore not surprising that there were many
Chilean técnicos working both in the Uruguayan GAP (Planning Assessor
Group) and CIDE. Turning to the CIU, it had less institutionalised
channels towards the State than the SFF. The difference is greater if we
look at the links towards IOs. Nevertheless, the weight of IOs (even if
stronger in Chile) was rather weak in both cases when compared to the
1990s. The nation-state was, by far, the most important point of interaction
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for the associations. Having said this I end the analysis of the 1960s and
turn to the Military Interlude. A period that contains certain clues that are
of importance to understand the analysis of the 1990s.



CHAPTER 3

THE MILITARY INTERLUDE
__________________________________________________________________

…contrary to appearances, the twentieth
century showed that one can rule against all
the people  for some of the time, some of the
people all the time, but not all the people all
the time.

Eric Hobsbawm1

Democratic institutions broke down in Chile and Uruguay at almost the
same time – September 11, 1973 in Chile and June 27, 1973 in Uruguay.
In both countries, the traditional political establishment was overthrown by
the military that would leave the economic management of the State in the
hands of their técnicos. These shared a preference for the idea of a free-
market with a minimal role of the State. Like Pinochet’s former minister of
economy, Hernán Büchi Buc, they believed that; “economic development
is not a racial or genetic problem, it is only about social discipline.”2 But in
spite of the ideological similarities, their policies in Chile and Uruguay led
to different outcomes. Let us see how the industrial associations reacted
towards the changes during this period.

In the case of the SFF, it was a leading actor in the opposition
movement against Allende’s government, which they saw as a totalitarian
regime intending to destroy the Chilean ‘way of life’. In the words of a
private sector leader; “we had seen the bottom of economic misfortune and
nothing could be worst than that”.3 When the Chilean military led by
Augusto Pinochet finally seized power, they were seen by many as the
saviours from the Marxist threat. In Uruguay, on the other hand, there
never was an anti-capitalist force in the government like the Unidad
Popular of Chile. The only real Marxist inspired alternative political force
(in terms of votes) was the Frente Amplio, which participated for the first
time in the 1971 elections (the last before the coup) securing only 18
percent of the votes. The winner of that election was the Colorado party

                                                          
1 Hobsbawm, 1996:582.
2 Büchi, 1993:19.
3 Interview with Walter Riesco, April 1996. Riesco was at that moment president of

SONAMI and by the late nineties became president of the CPC.
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with 41 percent of the votes, followed by the Blancos with 40.2 percent.4 A
contrast with Chile where the UP (in the parliamentary election of 1973)
gained almost 44 percent of the votes while the second largest force, Jorge
Alessandri’s conservative Partido Nacional, only received 21 percent.5
Furthermore, while in Uruguay, President Juan María Bordaverry (1973-
76) dissolved the parliament and invited military take-over without any
support of political parties. In Chile, the military made a ‘revolutionary’
move to bring down the democratic institutions with support from the two
main opposition parties. This is one of the differences that I found had
many implications for the process of institutional change in each country.

URUGUAY

The Uruguayan military appointed as new Minister of Economy a
former director of the OPP, Vegh Villegas.6 As the main responsible of the
economic affairs, Vegh proposed a plan that was centred around using the
price mechanism and underlining the role of the private sector as a pillar of
a well-functioning market economy. The program envisaged a reduction in
the size of the public sector and the opening of the economy to diversify
exports. Emphasis was in the promotion raw material processing and
value-added manufactures.7 In short, the three policy pillars were
stabilisation, liberalisation and economic opening.8 Yet, unlike Chile, I
would say that there was a substantial continuity between pre- and post-
coup economic projects. As the economist Luis A. Faroppa explained, the
fundaments of the model initiated in 1974 were the same as those adopted
two years earlier by the civilian administration. Faroppa refers to the plan
elaborated by the OPP in 1972 called ‘Plan Nacional de Desarrollo, 1973-
1977’. Looking at this period retrospectively, Vegh told me:

”When I came to the Ministry I said, basically, that I would take the
plan elaborated by [Ricardo] Serbino and [Alberto] Bensión as a
base for action, because it was a quite liberal plan of opening. And
there has been quite good continuity in this…note that both Serbino
and Bensión (that resigned when the parliament was closed, but left
the plan finished), later became ministers, so one could say that
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countries, although with a distinct analysis. See Stepan, 1985:328.
5 Valenzuela, 1989:232.
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1983-1985. Besides being an engineer, Vegh had also a PhD degree in political
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7 Finch, 1981:253.
8 Vegh, 1977:106.
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there has been quite much continuity in the economic policy
design.” 9

The main difference between Vegh’s strategy and the earlier one
(Serbino – Bensión) was that the former would be applied in an
authoritarian regime.10 An example of the continuity can be seen through
two of the most outstanding achievements during Vegh’s period in
government, which were already signed when he became Minister. I refer
to the Agreement on Economic Co-operation between Uruguay and
Argentina (Convenio de Cooperación Económica entre Uruguay y
Argentina, CAUSE) signed in 1974, and the Protocol of Commercial
Expansion Uruguay-Brazil (Protocolo de Expansión Comercial Uruguay-
Brasil, PEC) in 1975. Both treaties went far beyond the agreements made
in the framework of LAFTA but without ending, in general, with the
national tariff restrictions.11 Under the CAUCE (and its extension in the
Act of Colonia signed in 1985), Argentina allowed duty-free entry of
Uruguayan products of up to 5 percent of Argentine domestic production
of each product in the previous year (minerals, agricultural goods and
textiles were excluded). The PEC involved far more reciprocity, since
Brazil offered more than 1406 trade concessions but these were (in the
beginning) restricted to agro-industrial products.12

These agreements were of great importance for the Uruguayan
manufacturing sector and for the CIU in particular, because the Chamber
acquired an institutionalised position in the new trade system. It issued
coupons to companies who wanted preferential treatments for their exports
to Brazil and Argentina. The coupons were generally given to the more
established firms and unused coupons were returned to the Chamber for
redistribution.13 The Chamber also acquired the monopoly of issuing
certificates of origin14 for exports within CAUSE and PEC. Besides
becoming institutionalised in the system, the CIU also gained a new and
highly important source of revenue. By 1979, the certificates responded to
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behind this plan, Ricardo Serbino and Alberto Bensión, became Ministers of Economy
after the military regime, both under Colorado governments.

10 Faroppa, 1982:60-1.
11 Esser, 1983:16.
12 De Mello et al, 1994:87 and Favaro & Sapelli, 1984:81.
13 According to De Mello, in practice they were traded in secondary markets. This is

strongly denied by the representatives of the Chamber and the officials that I
interviewed (De Mello et. al., 1994:87).

14 An officially valid document that ascertains that the good it covers originates in the
country. In relation to CAUCE, the Act of Colonia classified a good as Uruguayan
product only if less than 50 percent of its contents came from third countries (De Mello
et al, 1994:87).
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around 37 percent of the CIU’s income while member fees where only 50
percent of it.15 This situation meant a great difference compared to the
1960s when the association was almost totally dependent on the member
contributions that represented around 99 percent of the income (figure 13
in chapter 4 show the share of member fees in the CIU’s 1966 and 1998
budgets). One could wonder how granting a monopoly for the certification
service was justified by the official free-market discourse. What happened
was simply this; since the State did not have the required infrastructure and
the necessary knowledge of the companies, the Chamber was considered
the most appropriate organisation to run the issue.16 This was indeed a
major success for the CIU since it earned 0.2 percent of the export value of
the products that were certified.17 In fact, as Maderni informed me, the
certificates came so far as to account for approximately 60 percent of the
Chamber’s budget.

Thus, together with this economic boost, the export sector activity
gained preponderance in the organisation revenue, something that lead to
the creation of the Division of Foreign Trade Promotion in 1975. The aim
of the new unit was to organise the registers of Uruguayan exporters and
foreign markets, to assist companies in the search for export opportunities
as well as to organise fairs for exhibition of national products. Together
with the increased trade interest, issues such as tax rebates became of high
priority for the Chamber.18 Evidently, even if the Chamber had a say in the
negotiation boards around CAUSE and PEC agreements, its influence in
the overall policy issues was low. Vegh Villegas described this well by
saying that during his period as Minister:

“The influence of the Chamber as such, was not important. What
was important was the influence of certain people. Moreover, we,
the Ministers, used to talk with people rather with institutions. I, as
Minister, had little contact with the CIU. If I had a problem I just
called certain industrialists. The same with the rural sector where I
called some important landowner and asked “what is the problem,
or what do you need to solve it”. The Uruguayan Ministers were
rather bored with the institutional contacts, those that really matters
are the personal ones.”19

For the industry as a whole, the export promotion policy of the military
government was (at least at the beginning) a great success – especially in
trade with Argentina between 1975 and 1978 when manufacture exports
                                                          
15 CIU, 1979:36.
16 Interviews with Folle and Vegh.
17 Interview with Hellios Maderni, 21-04-2001.
18 Astori, 1980: 35-36.
19 Interview with Alejandro Vegh Villegas.
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increased 260 percent.20 In 1978 the free market oriented policies were
deepened. The government unified foreign exchange markets, tried to
maintain a stable monetary policy through the practice of advance
declarations of exchange rates (a crawling-peg system called tablita) and
aimed to reduce tariffs. The idea here was that six equal tariff reductions
were going be introduced at the beginning of each year. They managed to
reduce the tariffs from twenty-eight levels of duties averaging 45 percent
with a peak rate of 116 percent, to eight rates with a simple average of 36
percent and a maximum ratio of 75 percent.21 However, on the monetary
side, the real appreciation of the currency that followed became
unsustainable for the economy and interest rates soared since the agents
anticipated the collapse of the tablita. When international interest rates
peaked in 1981 and commodity prices fell, the economy collapsed. The
currency was allowed to float and tariff reductions were abandoned
followed by a long period of crisis and stagnation.

This crisis revealed some paradoxes of the reforms pursued by the
military government. First, notwithstanding the neo-liberal rhetoric, after
more a decade of liberalisation efforts, Uruguay administered protection
(between 1981-89) covered roughly around 500 products and tariff
positions a year.22 The measures of liberalisation in 1978 initiated a more
comprehensive policy of expensive intervention and encouraged livestock
sector representatives to pressure for fiscal and credit concessions.23

Secondly, the government did not allow the private sector to participate in
infrastructure and maintenance expansion of the public sector. The only
important enterprise to be privatised was a small urban transport company
owned by the municipality of Montevideo, which was transformed into a
co-operative owned by the workers. If we look at the State bureaucracy,
rather than reducing the amount of public employees, it increased from 8.2
percent (in 1970) to 9.2 percent by 1982.24 Thirdly the BROU continued to
augment its role in the financial market and all the public monopolies were
maintained.25 Finally, as Finch suggests, the “established sector of the
capitalist class was not able to impose itself on the Uruguayan State, but
occupied instead a subordinate position within the hierarchy of dominant
class interests.”26

                                                          
20 Favaro & Sapelli, 1989:75.
21 Connolly & De Mello, 1994:25.
22 Connolloy & De Mello, 1994:49.
23 Finch, 1985:108.
24 Esser et al, 1983:118.
25 Macadar, 1982:258-272.
26 Finch, 1985:99.
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For the CIU, in particular, the new export orientation meant a
weakening of the supporters of desarrollismo and long-term planning. A
result of this was the closing of the COMCORDE in 1981, which
happened under Maderni’s period as president of the CIU. He described
the measure saying that; “I closed COMCORDE because it had never been
useful. A lot of people sat there talking about many things, but when one is
confronted to interests, it is very difficult to be efficient.”27 Maderni
referred here to the different interests that existed among the private sector
associations that were part of COMCORDE, particularly to the CNC.
Speaking about the closure of the Commission, Maderni’s words stood in
contrast to the nostalgia expressed by Luciardo Aznares who told me that;
“eighteen years of work were lost, and an excellent library, one of the best
of Montevideo. The Chambers lacked vision and we slowly lost their
support.”28 With the end of COMCORDE, the private sector  (and
Uruguay) lost one of the last research units born with the ideas of the
early-1960s.29 Moreover, with this measure, the Chamber definitely gave
up the possibility of having long-term policy scope and a global vision.
Instead, the preoccupation for foreign trade was more related to State
short-term support tools than in creating a basis for improving
competitiveness. An example of this was the CIU’s poor attention to
generation and diffusion of technology that showed a steady decline until
the period 1974-79. This was the case in relation to the internal work of the
CIU (towards the member companies) as well as towards the public
sector.30

During the military period, the CIU continued to be a rather closed
entity mainly representing the bigger companies, but there was a change in
its relation to the State. Through the CAUCE and PEC treaties the
Chamber became institutionalised in the trade system and the interaction
with the State became closer than ever before. This certainly constitutes
another paradox of the military ‘neo-liberal’ policies. The Chamber
became more institutionalised in the administration but not in policy-
making instances. It might therefore be misleading to believe that the State
augmented its dependence on the private sector, even though the
government was prone to promote the view that private sector was the
‘leading engine’ of the system. When looking at the evolution of the role
of the Uruguayan public sector during the military period, my opinion is
that it was the other way around. After the crisis of 1981, the dramatic
                                                          
27 Interview with Hellios Maderni.
28 Interview with Luciardo Aznares.
29 Albeit the OPP was the physically continuation of the CIDE, little remained of CIDE’s

aura and technocratic excellence.
30 Astori, 1980:13 and 38.
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industrial downturn showed the sector’s vulnerability and dependence on
the State for survival. Moreover, even if the Chamber enlarged the
organisation and improved its finances, this was acquired due to its role as
intermediary of the State and not as representative of a sector that could
really stand on its own legs.

Paradoxically, the dependence on the ‘neo-liberal’ State increased and
was even higher than in the pre-military period. When looking more
particularly at the industrial polices, there appeared to be continuity in the
traditional features of the Uruguayan State. Instead of speaking of overall
policies we find what the economist Martin Rama characterise as “an
ample variety of independent activities.”31 Militaries or not, the
institutional ‘road map’32 of the Uruguayan environment seemed to impose
itself over the power of weapons or ideologies. As the economist Luis
Stolovich and his colleagues rightly point out; “after more than a decade of
military rule, the economic policies ended up as an instrument to build up
a clientelistic base of support to the men of the dictatorship.”33 Vegh
himself recognised that the CAUSE and PEC were in fact dirigist
instruments. Personally, he would have preferred the Chilean model of
unilateral opening without any negotiation. But, as he said, “I had to
recognise that this was not possible due to the Uruguayan political
reality.”34 (Or, I would have say, the Uruguayan political culture.) The
attempts to liberalise the economy occurred unevenly. Partly because of a
resistance that the regime was unable to overcome, and partly because “the
interference with the market mechanism was an integral part of the
regime’s economic policy.”35

Even though the military government tried to maintain its autonomy
towards pressure groups,36 it did not last long before it fell back to
traditional forms of policy-making. Rama has shown that the lobby of the
manufacturing sector was a permanent feature of the system, even after the
                                                          
31 Rama, 1990:141.
32 I use here Judith Goldstein and Robert Kehohane's concept. Their argument is that

people’s preferences for particular policy outcomes are not given but acquired through
world views and beliefs, which structure their views about the fundamental nature of
human life. In moments of uncertainty, people usually turn to old rules and socially
embedded norms a reason for what research has to, in their opinion, undertake an
archaeology of ideas in order to understand how one set of ideas rather than another
came to be institutionalised (Goldstein & Keohane, 1993:13 and 21).

33 Stolovich et al, 1996:231-40.
34 Interview with Vegh Villegas.
35 Finch, 1981.
36 In 1974 the Federación Rural (association of landowners) was denied permission to

meet in annual conference with members of the regime. The rural sector, according to
Finch; “had no easy route since the military had no special sympathy for the
estancieros” (Finch, 1985:111).
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coup. What changed, according to him, was the focus of the lobby activity,
because it was adjusted to policy changes.37 That is from being oriented
towards seeking higher rates of nominal protection during the 1960s to try
to increase the prices of reference over which the rate of tariffs and
subsidies was calculated since 1974. The latter activity was motivated due
to a decision of generalising export subsidies in order to confront the
effects from the oil shock and the protectionist policies of the European
Economic Community. Paradoxically, in spite of the strong liberal
emphasis of the regime, the year 1975 was the one (between 1925 and
1983) where Rama found the highest amount of rent-seeking activity of the
industrialist.38

This finding goes along with Finch who argues that the manufacturers
in Montevideo probably had a greater constituency among the military
than do the cattle producers.39 The fact is that the industrial sector grew
with an average of almost six percent between 1974 and 1980.40 But this
achievement (that particularly benefited non-traditional manufactured
exports), contrary to the free-market rhetoric, was achieved by employing
different forms of discriminatory controls and subsidies. There was never a
strong ‘Chicago Boys’ spirit in the Uruguayan regime. Luciardo Aznares,
at that time a close collaborator of Vegh, remembered that Minister’s
liberalising ideas were not so well received and that Vegh even defined
himself as “liberal with the feet on the ground.”41 This was confirmed by
Vegh who told me that, at that time, he saw himself as quite dirigista (I
translate this as, prone to use State regulations). It is also interesting to
note that both Vegh and other economists behind the Plan de Desarrollo
had worked in CIDE during the early-1960s.

In spite of political changes, there is here a pattern of continuity that
differs from Chile. Few, if any, of the Chicago boys had been members of
CORFO’s staff prior to the coup. In Uruguay, the military constructed a
consensus-oriented government that relied on a rigid collegial system with
strict rotation of leadership. The decision-making formula of the Junta of
Generals (to ensure participation of all armed forces) engendered
“significant internal veto power, opened up multiple lobbying points for
civil society, and reduced the capacity of state planners to implement the
sweeping policies they proposed.”42 According to Glen Biglaiser, this
system also worked against the appointment of neo-liberal economists as

                                                          
37 Rama, 1990:134.
38 Rama, 1990:133.
39 Finch, 1985:103.
40 Esser et al 1983:31.
41 Interview with Luciardo Aznares, 03-04-2001.
42 Stepan, 1885:326. This quotation of Stepan is also used in Biglasier, 1999.
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most officers opposed these policies. In fact, Economists only represented
11.3 percent of the economic policy-makers from 1973-1976, and the
figure even fell to 10 percent between 1977-82.43 ‘Economist’ is, of
course, not synonymous with neo-liberal. However, since the core of neo-
liberal oriented policymakers were economists, their weak position in the
government may certainly have influenced the power of that perspective in
Uruguay. This ‘weakness’ will be better understood when analysing the
Chilean case.

CHILE

When the Chilean military seized power, the State was in control of
almost the entire banking system. More than 323 companies had been
confiscated by the State or were under some form of supervision, and large
landed extensions were administered by State-subsidised co-operatives.
During 1972, exports had reached record bottom levels  (9 percent of the
GDP), the inflation rose to a peak of 600 percent and the export revenues
were dependent on copper that represented almost 80 percent of total
exports.44

Shortly after the coup, the private sector peak associations signed a
document supporting the military government. These empresarios saw
themselves as constituting participants of a victorious revolution and the
new regime, even if their leaders were absent in the government.45 Yet, as
Guillermo Campero pointed out, there was among the empresarios a
tension between those who aspired to transform the associations into an
interlocutor force of the government (the entrepreneurial movement
replacing the political parties), and those who maintained that the
associations only would act as technical representatives of their sectors.
That is, strictly representing the company interests and not becoming a
social movement.46 Basically, what was at stake were different views on
how to conduct the economy. Eduardo Silva identified three main lines
that succeeded each other in the guideline of policies. That is, the
‘gradualist’, ‘radical neo-liberal’ and ‘pragmatic neo-liberal’ coalitions.
Let us start with the period of ‘gradualist’ dominance.

As Silva points out, in Pinochet’s first government the distribution of
civilians in top economic policymaking positions corresponded to the
                                                          
43 Biglaiser, 1999:13. The author recognises that this is not a perfect measure and he does

not explain which the policy-making units are. However, I believe that the general line
of it reflect my own findings, especially in what refers to the contrast with Chile.

44 De Vylder, 1976.
45 Campero, 1984: 94.
46 Campero, 1984:96-97.
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gradualist coalition where domestic-market oriented conglomerates
occupied the most important posts. In this government, the neo-liberal
inspired ‘Chicago boys’ played only a secondary role. Contrary to the
Chicago-inspired line, ‘gradualism’ meant continuity of the traditional way
of doing things, but with growing influence of representatives from the
private sector associations and without the ‘interference’ from the labour
movement. One of the first appointments of the military junta was to
designate Raúl Saez (the former director of CORFO) as head of the
civilian economic advisory team.47 Another important appointment
showing continuity in the interaction between private sector leaders and
the State was of the SFF’s president Orlando Sáez, as co-ordinator for the
team working with a re-negotiation of the foreign debt.48 However, two
processes were developing behind the scene. First, the consolidation of
Pinochet’s ‘one man rule’ within the junta and, second, the take-over of
key positions by a neo-liberal inspired team of economists. These were
part of the radical neo-liberal coalition that was also integrated by
internationalist export-oriented economic groups. The same people who
prior to the military take-over encouraged the involvement of economists
from the Universidad Católica in the elaboration of alternative economic
programs.

Among the most prominent members of this coalition were the
Edwards and Cruzat-Larraín groups that in 1974 began to shift the
composition of their holdings towards an internationalist profile. Only 43
percent of their companies produced for domestic markets as against 54 or
69 percent for comparable conglomerates like the Matte or Lúksic.49 The
internationally oriented groups started to pressure for the implementation
of a new economic policy with full support for general Pinochet.50 After an
initial period of collective government, like in Uruguay, Pinochet finally
installed a one-man rule, taking all executive power without fixed term and
making it impossible for other Junta members of dismissing him.
Moreover, “the apolitical nature of the military and the allotment of
benefits to officers also helped Pinochet to insulate policy makers from
interest groups.”51 Hence, the support for the neo-liberal oriented
economic team was perhaps not so much a die-hard conviction in these
ideas, but a way of neutralising potential rivals within the ruling elite.

                                                          
47 Fontaine, 1988:68. In 1974 Saez became Minister of Economic Co-ordination.
48 Silva, 1996:85.
49 Silva, 1996:100-101.
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democracy. For example, General Bernardo Leigh who favoured Keynesian ideas but
finally left the Junta in 1977 (Moulian, 1997:237 and Biglaiser, 1999:9).

51 Biglaiser, 1999:9.
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In 1975, Jorge De Cauas was appointed as Minister of Economy in, as
Büchi has explained; “an attempt to correct the disarray and introduce
homogeneity in an area where there still remained undisciplined feuds that
made difficult any coherent and uniform line of action.”52 De Cauas’
appointment initiated what Silva called the ‘Radical neo-liberal’ phase of
the military period where the key posts in the economy (supported directly
by Pinochet) were assigned to neo-liberal economists.

According to Biglaiser’s figures, unlike Uruguay, the economists in
Chile held nearly 78 percent of the policy-making positions, which made
them a ‘critical mass’ of economic policy making.53 During Frei and
Allende’s period, CORFO had a leading role that, since 1975, was
assumed by the Office of National Planning (Oficina de Planeamiento
Nacional, ODEPLAN). This office54 took a central place within the
government since it could link up to all the other ministries, from
Economy to sectors like Education, Public Works or regional
governments. ODEPLAN also established a data bank on CORFO’s
investment projects and designed criteria for undertaking a social
evaluation on all the government’s investment projects.55

Not satisfied with the slow progress of the economy, De Castro and his
colleagues introduced a ‘shock policy’ where the State systematically
lowered tariffs on imports and eliminated subsidies.56 The government
reduced the tariffs from an average level of 94 percent in 1973 to 45
percent in 1976. By January 1977, tariffs were lowered again to an average
of 24 percent, and in December the same year the government announced
that in 18 months tariffs would be reduced to 10 percent.57 But it took only
eight months to introduce new tariffs. Indeed, gradualism was over.

The abrupt lowering of tariffs did also imply a new form of interaction
with the SFF and other peak associations. These were disconnected from
the policy making process and were not consulted before the measures
were implemented. This caused an irritated reaction from the leaders of the
SFF who argued that the measures impeded the survival of a large part of
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Sáez, where the latter rejected Cauas’ economic plan, arguing that it would have a
recessive effect and that “Chile is a poor country and the State should assume the
preponderant role in saving and investments…” (Fontaine, 1988:94).

53 Biglaiser, 1999:10.
54 Created by President Eduardo Frei Montalva in 1967.
55 Huneeus, 2000:488.
56 Shortly before the appointment of De Castro, in March 1975, the Chicago economists

Milton Friedman and Arnold Haberger visited Chile and held some seminars about
monetary policies. Here, they insisted that the Chilean economic ‘take off’ was slow
due to budget deficit and recommended a ‘shock policy’ (Campero, 1984:119).

57 Muñoz, 1988:7.
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the industrial sector.58 That opinion reflected the critical situation that was
created for an important part of the national industry that had to face both
foreign competition and a decreasing demand in the home market. In the
same year the ‘shock’ was introduced, the ‘National Union Confederation
of Medium, Small and Micro Industry, Services and Artisans, of Chile’
(Confederación Gremial Nacional Unida de la Mediana, Pequeña,
Microindustria, Servicios y Artesanado de Chile, CONUPIA) announced
that 30 percent of their members were bankrupt and that in the Northern
Chile this figure rose to 80 percent. Certainly, the dramatic situation
created internal conflicts within the private sector associations, but the
regime’s control was firm even there. All elections in social organisations
were suspended and the existing leaders had to be approved by the
government.

While SME owners were highly affected by the government’s
economic policy,59 the economic groups were in a better position because
they had more resources to meet the crisis. Nonetheless, the majority of the
industrial companies were negatively affected by the shock policy. A key
question is why the peak associations (including the SFF) were so tolerant
of these measures. An answer given by Campero was that they did not
want to affect the political consolidation of the regime because they feared
a new period of instability.60 This argument is well explained by one of the
actors, Miguel Angel Fantuzzi (former president of ASIMET), who said
that:

“there could have been economic aspects where we disagreed, and,
perhaps, we did not have the strength to make a proposal...but the
important point is to not loose sight of one thing...they [the military]
gave us an enormous tranquillity...and this brings with it support.“61

Another important issue is the fact that the associations (in spite of
some efforts) never presented any economic proposal of their own.62 The
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organisation was going through an unbearable situation. He said, “...Chile comes first,
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traditional way of doing things (with continuity of the gradual approach)
had, after the Allende’s government, lost legitimacy among a large part of
the Chilean society, at least those who backed the military take-over.  As
Lizana explained to me, “Chile had already tried protectionism, ISI, and
socialism, this model [the neo-liberal] was the only one left.“63

Despite the short recovery in the late-1970s, the economic model turned
out to be vulnerable. After a period of growth between 1977 and 1980, a
downturn resulted in a new crisis. The years of orthodox monetary policy
with fixed exchange rate an the overvaluation of the Chilean Peso finally
led to problems in the trade balance.64 Furthermore, the liberalisation of
the capital markets under a very restrictive monetary policy contributed to
rising interest rates, leading to a process of high indebtedness in the private
sector.65 With clear symptoms of economic troubles in 1981, the
government spoke of a “transitory crisis“ in order to calm the economic
actors and maintain the credibility of the model. During this period, the
SFF held an enlarged council meeting with more than 100 directors where
the economic policy was only slightly criticised. Apparently, the period of
stability during the second half of the 1970s had temporarily silenced the
critics and encouraged those voices supporting the government. Still, the
crisis continued to grow worse until the government was obliged to
intervene in eight financial institute’s accused of corruption. This led to a
rupture in friendly relations between the government and some financial
groups, ending up in the imprisonment of some empresarios and a strict
control of the financial system.66

Between 1982-83, in what Meller defined as the worst recession since
the 1930s, the GDP fell by 15 percent. Industry and construction
contracted by more than 20 percent, and unemployment soared to over 20
percent.67 To confront the negative situation, the SFF and the CPC had
meetings with the finance minister and proposed different measures. One
of the most important requirements was a devaluation of the currency to
restore the competitiveness of Chilean products. A scheduled meeting with
Pinochet to discuss the proposal did not take place and the General
declared that the government would not devaluate.68 The obstinacy of the
                                                                                                                                    

for different opposition groups to Allende (see Fointaine, 1988). However, this does not
mean that the SFF played any important role in the elaboration of the new strategy.

63 Interview with Lizana Greve, 19-10-1999.
64 Rozas & Marin, 1989:24-25.
65 Muñoz, 1989:3.
66 Campero, 1984:240.
67 Meller, 1996:234.
68 The petitions from the SFF were a devaluation of 30 to 35 percent, increased import

tariffs, subsidising of exports and lowering of wages by 15 to 20 percent (Campero,
1984: 253).
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government and a worsening economic situation led to an effort (by the
associations connected to the CPC) to acquire a more independent position
regarding economic issues.69 A proof of this new attitude was the
elaboration of a national plan to restore balance in the country
(Declaración del 6 de Enero). But the government whose policy was to
negotiate with the associations separately in order to prevent a united front
against the economic policy did not accept the plan.

To make a long story short, the deepening of the crisis and the risk of a
broad opposition coalition finally forced Pinochet to a change of policy.
Particularly after Jorge Alessandri’s70 public appearance criticising the
government’s passivity. In November 1982, the economist Sergio de la
Cuadra replaced De Castro and General Luis Danús was appointed
Minister of Economy. As Muños explained, during the crisis of 1982-
1983, the State once again intervened in the economy. Only this time not
to substitute the private sector but to assist and subsidise when faced with
debt default.71 The fixed exchange rate was abandoned opening the door to
a small devaluation of the currency, which functioned as an incentive to
the export sector.

Even if a liberal economic policy was maintained, there was a shift
towards what Silva called the ‘pragmatic neo-liberal coalition’. This was
composed by economic groups (badly hit by the crisis) and the leaders of
the peak associations. The pragmatic coalition was also neo-liberal, but it
was pragmatic in the sense that they advocated greater flexibility in
seeking high real exchange rates, low interest rates, an expansionary
monetary policy, public works projects and internal debt relief.72 What
strengthened the pragmatic opposition was the government’s fear of an
alliance between private sector groups and the democratic opposition. A
sign in this direction came at a national meeting of the private sector where
Eugenio Heiremans, said that, “a delay in democratising the country will
also affect the economic recovery.“73

A new feature among the private sector associations during the
‘pragmatic’ period was that they ‘learned’ how to negotiate with
technocratic policymakers. The technocrats had usually ignored the
associations (particularly the ‘Chicago boys’) since they perceived the
empresarios as technically unsophisticated. Furthermore, there was
reluctance towards empresarios trying to lobby in the same way during the
pre-coup period, that is, defending particular interests and ignoring the
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wider economic consequences. Thus, after the hard experiences in both the
Unidad Popular (Allende’s coalition) and the Chicago Boys period, the
associations learned how to developed their own technical expertise by
expanding their research departments and how to speak a common
technical language with the technocratic policymakers.74 In sum, the core
of the pragmatic line was based on a new type of “business-State nexus”75

that resulted in positive economic growth rates, increased exports, low
inflation and healthy State finances.76 It was in this economic context that
democracy was restored in 1989.

In the new Chilean society, empresario became a positive feature. As
Montero stated, from being scorned, criticised and despised, the economic
success was then “attributed to the dynamic force of the empresario.”77

Among the new qualities ascribed to the “new” empresarios were being
more aware of their power within society, more autonomous vis-à-vis the
State and, having a open-minded commercial view of the world.78

However, where Montero sees ‘autonomy from the State’, Silva sees a
‘business-State nexus’. It might appear contradictory, but I agree with both
views since I see them as applied to different levels of analysis. Montero
refers to a general change in the mentality of the empresario, while Silva
more specifically analysis the policy-making process.

In relation to the SFF, I perceived the same ‘feeling’ as Montero
describes, both in the association’s official Statements and in my
conversations with its representatives. The same is true about Silva’s
argument where I see an important break in the SFF’s traditional
interaction with the State. One important element behind the change here
was that the empresarios during Allende and De Castro’s government
acquired a deep mistrust towards the State. This mistrust came to function
as a warning against those empresarios who sought State protection. As
we will see, a consequence of this was that, in the post-military period, the
political parties and the Congress were no longer the channels of influence
they used to be, at least for the SFF. The association achieved a much
stronger presence in the public debate and a whole new network for
elaboration of private sector proposals was created. Yet, the existence of a
State and empresario ‘nexus’ was not something new. What was new was
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its character; from being in a ‘subordinate’ position, the empresarios came
closer to a status as ‘equals’.

What Changed, What Remained?
The two South American ‘model’ democracies, Chile and Uruguay, fell

almost at the same time. In both countries, the military leaders relied on
técnicos professing neo-liberal ideas to lead the new economic policies. A
new era was promised, where corrupt and ‘old fashion’ party politics was
going to be left behind. Instead, economic rationality would be introduced
in the administration, the market would set the frame, and the State would
retire as much as possible. The new authorities considered that the
desarrollimos was exhausted and those técnicos supporting that view were
displaced from policymaking posts. Moreover, in the leading official
discourse it was said that the empresario was going to become the guiding
spirit of the new economic system. Accordingly, the image of the free-
market lead by the ‘man of work’ (the empresario) was opposed to the
‘predatory bureaucrat’ (the public employee).

In Chile albeit the industrialist’s deep resentment against politicians,
they still supported the broad lines of the prior industrial policies that was
expressed in the ‘gradualist’ approach. The industrialists were far from
being united in wholeheartedly supporting radical neo-liberalism and the
new generation of técnicos that was gaining strength. In that sense, their
position was similar to the Uruguayan empresarios. Yet, there was an
element of difference that would have a crucial impact on future
development. My point here is that the ‘Marxist threat’ was a determining
element behind the ‘disciplining’ of the Chilean industrialists to new
policies, even though these at time could affect their own companies. For
many empresarios the Allende period was remembered as the ‘nightmare
of socialism’, 79 when the State threatened their existence as private
enterprise owners. Hence, besides the traditional vertical pattern of the
Chilean environment, it must be recognised that Allende’s government
marked the commitment to general Pinochet’s policies. Harberger goes
even so far as to argue that Allende is what distinguished the Chilean case
from all the others.80

In Uruguay, on the other hand, the ‘Marxist threat’ never gained the
levels of Chile, and the military take-over never acquired the
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‘revolutionary’ dimension achieved by their Andean counterparts. Neither
was there a clear break in economic policy. On the contrary, the key word
in what respect to economic and social policies appears to be continuity.
There was indeed a more liberal discourse and an intention to give more
room for the market, principally through the appointment of Vegh Villegas
as Minister of Economy. However, according to Finch, he was “the only
outstanding individual” who was appointed to superintend the
implementation of the model.81 Yet, there was never a team of técnicos (à
la Chile) that could co-ordinate the work in the different fields of the
policy-making process. There was no centralised unit with the ability to
implant a common view across different policy fields. ‘Team’ and ‘Co-
ordination’ were not compatible concepts with the Uruguayan
administration. The Uruguayan Junta was itself a defragmented executive
power where the different military sectors (representing distinct pressure
groups in the society) struggled for spoils of power. I therefore find
difficult to accept the argument that the country’s economic elite
dominated the Junta. In my opinion, the big industrialists did not, even
though they did lobby and tried to influence single members of the
executive. Hence, in spite of the desire to change the system I would say
that the military ended up recreating the politicians’ way of doing things.
While the armour of the tanks could successfully repress the labour
movement, it could not stand out against the pervasiveness of the
clientelistic system. The industrialists in the beginning gained from State
support and quotas established by CAUSE and PEC. The CIU, in turn,
increased its budget being institutionalised in the export system through
the certificate of origin, something that also gave an economic boost to the
Chambers own budget. But the clientelistic relationship with the
authorities was maintained and the Chamber, in general, was still more
concerned with State support than promoting quality improvement. When
the 1981 crisis came and the military lost control of the economy, the
industrialists just went back to business with the politicians on similar lines
prior to 1973.

One could say that at the end of the countries military regimes, the
similarities between Chile and Uruguay were blurring into a wider gap of
differences. While Chile had managed to transform its institutions into
assets supporting a new economic model (or, as Sunkel rightly points out,
to reorganise and recreate the conditions for a market economy to work82),
Uruguay appeared to be stagnated giving the impression that little had
                                                          
81 Finch, 1981:250.
82 Osvaldo Sunkel, interviewed by PBS - Commanding Heights: the battle for the world

economy, the 03-27-2003. Available in
http://www.pbs.org/wgbh/commandingheights/shared/pdf/int_osvaldosunkel.pdf.
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changed. I would say that when confronted with the crisis, each country
stayed close to its own institutional patterns when implementing solutions.
Even if the técnicos acquired a strong grip over policymaking during
Pinochet’s rule in Chile, they already had a strong position before the
coup. I totally concur with Silva and Centeno that in Chile the technocratic
thinking is not exclusive to one specific political ideology.83 Yet, it appears
as if by the end of the military period, meritocracy had strengthened its
institutional position. In Uruguay, on the other hand, defragmentation and
clientelism were maintained, strengthening the ‘administrative
feudalisation’ of the system – surely against the will of Vegh Villegas. In
general, the perception was of continuity, but with declining economic
performance. Of course, nothing happened in an international vacuum. The
new economic policies pursued by the military and their técnicos were
indeed part of a world-wide change of climate, from state-centric
development, to market-oriented development. This context will be
analysed further up in next chapter.

                                                          
83 Centeno & Silva, 1998:33.



CHAPTER 4

THE ASSOCIATIONS IN THE NINETIES
__________________________________________________________________

On the whole, the human rights activists
trust jurists more than they do statesmen.
The advocates of the Westphalian principles
Trust Statesmen more than jurist.

Henry Kissinger1

By the end of the 1980s, the Latin American countries were still
recovering from the severe recession. I have only referred to Chile and
Uruguay, but it has to be remembered that it was a regional problem. Many
bankers and officials probably still have headaches when they remember
the year 1982, when Mexico shocked the world with the news that it could
not meet the repayment obligations on its debt. It was a decision that
started a chain effect that spread the crisis to the global markets with
catastrophic effects. For Latin America, the 1980s were known as the ‘lost
decade’ due to the lack of economic growth with fiscal deficit, soaring
debt, capital flight, decreasing exports and increasing income inequality as
some of its most outstanding consequences.2 When referring particularly to
the Southern Cone countries, an immediate political consequence was the
wave of discontent against the military regimes. Thus, by the mid-1980s
Argentina, Brazil, and Uruguay had already democratic institutions. But
democracy did not bring economic stability back. On the contrary,
inflation was higher than before the crisis and as it accelerated caused a
widening of the budget deficits.3 In order to deal with the worsening
economic situation the governments committed themselves to a package of
reforms favoured by international creditors.

To deal with the crisis of the 1980s the World Bank extended the so-
called ‘structural adjustment’ programs, in which loans were extended in
exchange for government commitments to economic reform.4 These
commitments resulted, by the late-1980s, in the policy agenda known as

                                                          
1 Kissinger, 2001:237.
2 Londoño & Székely, 1997.
3 Bulmer-Thomas, 1996.
4 Einhorn, 2001:2.
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the ‘Washington Consensus’.5 Under this label there was a package of
policies intending to dismantle government interventions in markets,
opening the economy to the world and lowering tariffs. In few words,
allowing the market to function. They bore a resemblance to earlier
policies adopted in the early-1980s as a short-run response to the new
circumstances created by the debt crisis.6 An important difference was that
through the ‘Washington Consensus’, the policies became institutionalised
under the intervention of the Bretton Woods organisations (IMF, World
Bank, and their related regional organisation, like the IDB) where the
national governments participated as members and shareholders. Yet, the
news here was not the link between IOs and governments (which was
already there in the 1960s), but the unprecedented influence that the
former gained at the national level. They became powerful carriers (and
sources) of standardisation models through the implementation of ‘codes
of best practices’ in a variety of technical areas.7

The name ‘Washington Consensus’ may be misleading since it may
sound as a particular organisation whose principles only relate to Latin
America and that is not the case. Its principles were actually part of a
world-wide trend, something that perhaps should be called ‘global
consensus’8 What perhaps was singular to Latin America was the fact that
the IOs involvement was more compact and stronger than in other regions
of the world. This was because of the dramatic situation created by the
debt crisis and transition to democracy. I regard the consensus as a point of
departure for the second World-cultural wave that swept all-over the
region.

In the spirit of the Washington Consensus, the Bretton Woods IOs
strongly promoted ‘Structural adjustment’ and ‘Reform of the State’
programs that encouraged extensive privatisations and market-oriented
reforms.9 Through this approach, government’s tried to improve services
maintaining “an arm’s length relationship controlled by the forces of

                                                          
5 Williamson, 1990.
6 Bulmer-Thomas, 1996:406.
7 Such as banking regulation and supervision, corporate governance, and accounting

(Einhorn, 2001:5).
8 Stanley Fisher, interview made by  PBS - Commanding Heights: the battle for the

world economy, the 05-09-2001. Available at:
http://www.pbs.org/wgbh/commandingheights/lo/people/pe_name.html. Deputy  Fisher
was managing director of the IMF from 1994 to 2001 and special advisor to the
managing director until January 2002. He also served as vice president of development
economics and chief economist at the World Bank.

9 Between 1985 and 1995 the value of privatisation in Latin America accounted for half
of those made in the world. Of that amount, the MERCOSUR countries represented
more than half of the total regional figure (IRELA, 1997).
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supply and demand.”10  The focus shifted from ‘citizens’ to ‘customers’
who would be able to choose among different public entities giving
professionalised services (preferentially competing among them like
private companies). Some writers even speak of an administrative
‘megatrend’ towards deglomeration of public services where a key unit
became the para-governmental organisations (PGOs).11 This concept refers
to all types of organisations other than core public bureaucracies that are
used to provide public services. But to understand PGOs properly, these
have to be seen as an international and transnational phenomenon. None of
the reform models presented here were particular Latin American
inventions. They became widespread around the world as new forms of
standards that emerged from places as the OECDs (Organisation for
Economic Co-operation and Development) committee called PUMA
(Public Management Service or Public Management Committee). It was
formed in 1990 as a discussion group with experts and national
representatives that elaborated reports dealing with issues such as
governance, public management, performance, regulations and evaluation
forms.12 These proposals and experiences were widely discussed
(fundamentally) throughout the Western world and inspired much of the
new wave of global reforms during the decade. Such ideas have also been
subsumed under the common heading of New Public Management (NPM)
that has as key concepts, decentralisation, management, result-orientation,
autonomy, and flexibility.13

The policy models that gained strength in Latin America through the
IOs were then part of a world-wide environmental change that I here call
World-culture. Two main differences with the World-cultural institutional
package of the 1960s, were the change of content and the dramatic
increase in influence of the carriers. It was not only that the Bretton Woods
organisations became more influential, but also that these set the standard
for the myriad of INGOs and IGOs that came to Latin America after the
military period. Among the major actors in spreading these models was the
IDB that gained a dominant role as the major financing institution in Latin
America and the Caribbean.14 It is interesting to observe that in 1991, the
Bank’s annual report still did not mention anything about Modernisation of
the State and Structural Reforms.15 In 1998, on the other hand, 38 percent

                                                          
10 Mintzberg, 1996:77.
11 For a deeper discussion about PGOs, read Hood & Folke, 1988:2.
12 Sahlin-Andersson, 2000:101. For a further analysis on PGOs in the EU, look up Hilf,

1988 and Hahn, 1988 and the OECD.
13 Shalin-Andersson, 2000:105.
14 IDB, 1991:1.
15 Ibid.
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of the loans and guaranties of the Bank went under the label ‘Reform and
Modernisation of the State’ next in importance were the investments in
industry, mining and tourism with 11 percent.16 The Bank also played a
major role in other areas such as regional integration where it had a more
relevant role than in the 1960s. Both because its financial potential had
increased, and due to its influence in the spreading of ideas. The Bank is
today one of the regions most important think tanks of Latin American
research. Besides the Bank, development agencies mainly IGOs from
OECD countries have also gained much strength during the decade. Along
them we will also find a plethora of southern NGOs dependent on northern
donors. In fact, the total bilateral official development assistance (ODA)
from developed countries in 1995 was more than 80 percent higher than in
1973.17

Concerning the industrial sector, the reforms mentioned above have
been very influential through the introduction of what Nola Reinhard and
Wilson Peres called the New Economic Model (NEM). It meant that; “an
efficient allocation of resources was to occur through the decisions of
individual economic agents, with government’s role reduced to that of
setting the rule of the game – property rights, rules of jurisprudence – and
maintaining macroeconomic stability.”18 Speaking about the Latin
American industry, they argued that a consequence of the new models was
that leadership in the economic process shifted towards enterprises
strongly linked to international markets. Therefore, large domestic
conglomerates and the subsidiaries of multinational corporations have
been the most dynamic agents in the region. In this process, domestic
linkages and development of endogenous technological capabilities have
been wakened, but in different degree in each country.19 Another feature of
the NEM was that sectoral or vertical policies were downplayed leaving
only horizontal polices such as training, credit to SMEs, or building up
scientific and technological infrastructure.20 As Jorge M. Katz rightly
pointed out:

 “The Latin American countries are going through a complex
process of change in their institutional and technological
environment. Many institutions, such as intellectual property rights
or property rights with respect to natural resources, are presently
changing under the pressure of a new world-wide institutional
climate. Similarly, production processes are gradually shifting away

                                                          
16 IDB, 1998:35.
17 Meyer, 1999:3-8.
18 Reinhardt & Peres, 2000:1546.
19 Ibid.
20 Ramos, 2000:1705.
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from an electromechanical foundation towards an electronic,
computer-based one involving real-time, continuous flow forms of
production organisation. Firms along the whole production chain are
therefore having to adapt to a new model of production planning
and organisation.”21

The ‘pressure’ that Katz speaks about is analysed in my study from the
perspective of World-cultural institutions expressed through organisational
structure, goals, values professional standards and the State, which is
crucial to understand the macro/micro links in the processes of institutional
change. Notwithstanding all the talk about its reduced role, the State has
become a key actor to assist companies in the process of adaptation
described by Katz above. Moreover, for a country to achieve long-term
success in the global economy, a key issue lies in the ability to respond
with flexibility to changes by moving into new areas of comparative
advantage.22 The State is a crucial factor in this process.

It is not unusual for the State to both acts through, or become a channel
for IOs that have begun to play a major role in financing and organising
services. Particularly in what refers to reaching SMEs with quality
improvement programs. The issue, in a word, is not so much what is best
to produce, but how best to produce it.23 An efficient State with the ability
to make necessary changes is also important for the empresarios that are
vulnerable to government controls.24 Their vulnerability is also related to
dependence on the State as a link to the global market. When tariffs were
lowered and international rules became widespread in the 1990s, the
companies (particularly SMEs) increased their dependence on the State to
face the challenges from world markets. I will study this by analysing the
area of foreign trade where there has been a proliferation of Trade
Promotion Organisations (TPOs) providing assistance in different fields.25

Another relevant theme of the 1990s that I want to mention is the
economic integration processes. This is of particular importance for my
study since both industry and State have been key actors in this process.
By the mid-1990s, the path of growth was regained, and the Latin
American countries experienced a phase of trade boom coupled with an
unprecedented increase of foreign direct investment. This growth, as José
Antonio Ocampo26 pointed out, was fundamentally based on three
processes: a) the privatisation of State assets in the services and natural

                                                          
21 Katz, 2001:43.
22 Peres, 2000:1560.
23 Ramos, 2000:1707.
24 Bartell & Payne, 1995:257.
25 Macario, 2000:1609.
26 General Secretary of CEPAL in 2000.
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resources sectors, b) creating a conclusive environment for the
participation of private capital investments and c) an unprecedented
increase of intra-regional investments. All this played an important role for
the manufacturing sector that could benefit by new strategic intra-regional
alliances.27 Even if there had been trade opening efforts before (as
LAFTA), integration during the 1990s reached unprecedented levels. A
major difference with the integration of the 1960s is that, in the 1990s, the
aim was to make regional trade agreements compatible with the WTO’s
general framework of agreements. While in the 1960s integration was
about building regional trade barriers, in the 1990s it was about lowering
them to WTO standards. CEPAL distinguish both integration forms
speaking of ‘closed’ and ‘open’ regionalism.28

In the Southern Cone, the embodiment of such agreements was made
through the creation of MERCOSUR in 1991.29 The contrast between
MERCOSUR and LAFTA was noteworthy. While the latter aimed to agree
on broadening bilateral relations through sectoral agreements,
MERCOSUR, on the other hand, intended to establish a common market
in five years through general tariff reduction schemes. Accordingly,
MERCOSUR’s tariff reductions were going to be put in practice
automatically and all this was decided at the government level. This has
led some scholars to argue that the influence of the empresarios
diminished considerably compared to the LAFTA process.30

But there was more at the regional level than MERCOSUR. Other
processes were also important even if many (like the Free Trade Area of
America, FTAA) are still under negotiation. Like LAFTA, the new
integration projects gave political importance to the private sector by
enhancing its role as engine of growth, and building empresario networks
throughout the continent. We could say that the private sector’s
participation took place at two levels. At the national level, (following the
U.S. model) advisory committees were established to assist trade officials.
Even if most of the countries did not (as in the U.S.) use laws to
institutionalise the empresarios participation, different forms of connection
were established. Secondly, at the regional level, meeting points like the
FTAA’s Business Forum enabled national representatives to exchange
views on the many issues that were discussed in the negotiations.
Moreover, the Business Forum contributed to the formation of the
negotiating agenda for the FTAA and to the activities of the so-called

                                                          
27 Ocampo, 1998:10-11.
28 CEPAL, 1994:12.
29 MERCOSUR, 1997.
30 Birle et al 1994:24.
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hemispheric working groups. It also sought to develop common positions
and collective recommendations to governments.31

Like in LAFTA, there was an interest from governments and IOs
involved in the process to open the doors for private sector involvement
(probably more from the IOs). Up to 1500 entrepreneurs from all over the
hemisphere participated in the Forum’s various committees discussing
topics of trade liberalisation and investments.32 Under the Business Forum,
an institutionalised Business Network for Hemispheric Integration (Red
Empresarial para la Integración Hemisférica, REIH) was created as
consultation body. It also served as networking mechanism to follow the
processes of negotiation and actively participate in the design and
implementation of common rules for trade and investments. This network
was integrated by organisations at a hemispheric level (e.g. Associations of
American Chambers, CICYP, the Council of the Americas or the
Association of Latin American Industrialists), by national associations
(like SFF or CIU), and by sub-regional units as the MERCOSUR
Industrial Council (CIM).

Since the new treaties were more universal in scope and technically
more demanding than LAFTA, it became a priority for the empresarios to
organise in order to match the officials and rebuild the regional networks
that were downplayed since the 1970s. Moreover, similar to LAFTA, the
scheme of these negotiations included a so-called ‘tripartite collaboration’
that was constituted by the IDB, CEPAL and OAS. These IOs were
entrusted with the technical support of the twelve hemispheric working
groups. I want to stress on the relevance of these IOs whose role (as I will
show below) was more significant than in the 1960s, that was particularly
the case of the IDB. An important feature of the new negotiations that I
want to highlight is the multilateral character extending beyond the nation-
states. Besides CEPAL’s distinction between closed- and ‘open
regionalism’, there is another more comprehensive term coined by Björn
Hettne, who speaks about new- and ‘old regionalism’. I find many
common links in Hettne’s distinction and my two ‘World-cultural waves’
since he sees the new form of regionalism as a broad multidimensional
program that includes more elements than only economic ones, and that
can only be understood as linked to ‘globalisation’.33

                                                          
31 http://www.ftaa-alca/EnglishVersion/plan_e.htm.  03-17-1998.
32 http://www.sice.oas.org/Ftaa/costa/bakcground/claa. 03-10-1998.
33 For Hettne, contemporary ‘globalisation’ is an effort to institutionalise the market

system on a global level and the tendency to create regional formations is, in turn, the
political intention to administrate the social turbulence that it causes. Thus, basically,
for him, ‘globalisation’ is the exogenous challenge that provokes different regionalist
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When speaking specifically about Chile and Uruguay, as said above,
the countries’ political and economic processes followed a similar
chronology and general structure until 1984.34 However, when entering the
1990s the situation became more differentiated. First of all, we must take
into account that Pinochet held a stronger grip than his Uruguayan
counterparts, managing to remain in power until 1988.35 Secondly, while
the Uruguayan junta had to leave power in the context of a deep economic
fiasco, the Chileans left with an economy that was internationally
recognised a Latin American ‘success story’.  It can be discussed if this is
an exaggeration, but it is certainly not exaggerated to say that it was in a
better shape than the Uruguayan. While Chile showed remarkable growth
rates,36 in Uruguay (during 1990) the economy remained stalled for the
third consecutive year while inflation soared.37 It was not until 1989 the
Uruguayan economy reached the GDP level of 1980, but measured in GDP
per capita the 1990 figure was still lower than that of ten years before. The
same is true for the manufacturing sector. In spite of a short recovery in the
mid-1980s, this sector started to decline again in 1988, and continued to do
so in 1990.38 Even if the industry’s share of the GDP decreased in both
countries, decline in Uruguay was more severe than in Chile. An in-depth
analysis of the two cases follows.

                                                                                                                                    
answers. This diversity is motivated by the distinct historic conditions of each region.
(Hettne, 2002).

34 Uggla, 2000:79.
35 The end came in a plebiscite in which General Pinochet sought a (constitutional)

mandate for another eight years as president. But 54.7 percent of the population
rejected that, while 43 percent were in favour. For a closer analysis of the role of the
private sector in the process read, Campero, 1993.

36 By the early nineties, the share of exports increased from 16 percent (at current prices)
of the GDP between 1970-75, to 32 percent in 1985-90. Chile had also stabilised the
inflation rate at around 20 percent per year (Meller & Saez, 1995).

37 CEPAL, 1992:425.
38 CEPAL, 1992:431.
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THE CHILEAN CASE

  Mi rincón de origen se ha extpandido
 Marcela Serrano39

Chile approached the 1990s with a new political regime but maintained
continuity in many of the economic guidelines adopted during the military
regime. Besides policies, the regime also left behind cultural and
ideological changes. The ‘market economy’ and empresario became
legitimate concepts supported by positive economic growth in Chile,
unlike most other Latin American countries. When speaking about the
structure of the Chilean private sector in the 1990s, some of its most
remarkable changes (compared to the pre-military period) were the
increasing share of the large companies and their broader export base.40

There has also been a diversification of the export sector where the role of
Copper in exports fell from 77 percent in 1970 to 47.8 percent in 1990.41

Apart from these economic figures, one of the most interesting changes
has been in the articulation of new forms of interaction between the
empresarios and the State.

During the referendums of the late-1980s, the peak associations were
still strong supporters of the countries political status quo. They created a
movement of Empresarios por el Desarrollo (Entrepreneurs for
Development) whose campaign was centred in promoting the role of the
empresario as an “Engine of Development“. But a split appeared among
the empresarios since smaller associations grouped in movements, such as
The Civilian Assembly (Asamblea de la Civilidad) or Entrepreneurs for
the Democracy (Empresarios por la Democracia), that began to mobilise
support for political changes. After Pinochet’s defeat in the referendum,
the sectors around the CPC understood that they could not defend the
existing economic and social system without broadening their political
discourse with issues concerning living standards of the population.42 The
SFF, as I will show below, had to change and adapt itself to the new
political setting, understanding that democracy required a stronger

                                                          
39 Serrano, 1995.
40 Castillo & Álvarez, 1998:286.
41 In spite of an increase in the value of copper exports from 883 to 3.908 million USD

during the same period (Meller, 1996:307).
42 Campero, 1993: 278-284.
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presence in the public debate. It is important to note that the organisational
changes went along with structural change at the company level. During
the 1990s, there was a simplification of administrative structures,
decentralisation (new branches abroad) and creation of new areas linked to
marketing and quality control,43 which meant more professionalisation of
the companies. It is also relevant to note that this process took place
mainly among the large companies exposed to international markets. If we
look at the SMEs, there is still a gap in the areas of modernisation and
technological innovation.44 Notwithstanding the liberal reforms, like in the
1960s, the Chilean State appeared as a key organisation to solve the
problems, but in a different form. I turn to this analysis now.

National Level

The State and the Industry
Even if the military government reduced CORFO’s activity, by the

mid-1990s the State owned companies were still Chile’s major economic
group with a value of between 20 and 30 billion USD.45 Among them we
find Chile’s biggest enterprise, the mining company CODELCO, whose
public ownership was never questioned by the Military regime. It is also
interesting that CORFO even maintained ministerial status throughout the
military period, something that only changed in 1996 with the democratic
government. The corporation became an agency under the Ministry of
Economy. That reform also meant that CORFO would exclusively deal
with promotion (fomento) of companies and centralised the ownership of
companies under a single unit (the Comité de Administración de Empresas
Públicas y Activos). Another change was the incorporation to CORFO’s
Board of Directors, of the Minister of Agriculture, the director of ProChile
and one representative of the President of the Republic.46

If one looks at the change in CORFO’s working procedures, there was a
decentralisation of the activity. But there was also a centralisation in the
co-ordination of policies that can be observed in the new composition of
the board. This was evident, for example, in the case of trade promotion
activities where ProChile was a key entity (now also at CORFO’s board).
ProChile was a semi-public corporation created in 1974 under the Ministry
of Foreign Affairs with the aim of supporting the export sector. It operated
through 32 trade offices abroad and had, since its creation, specialised on
                                                          
43 Castillo & Alvarez, 1998:289.
44 Katz, 1999.
45 Qué Pasa, 98-07-20.
46 Diario Estrategia, 96-09-26.
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market studies and giving trade information to exporters. Furthermore,
during the 1990s it sought to encourage firms to group together in
associations to carry out joint activities with the aim of gaining a better
knowledge of their export markets.47 ProChile did also launch a campaign
to create a positive image of the country and (with an annual budget of 22
million USD) gave subsidies to trade promotion activities of other
entities.48 Notwithstanding the neo-liberal rhetoric, the military
government did actually create para-governmental organisations (PGOs) to
support the private sector.49

Another example was the Fundación Chile that was created in 1976.50

Its mission was to detect innovative business opportunities and to transfer
and promote production technologies.51 One of the most important
‘success stories’ of the organisation was the transfer of technology to the
Chilean salmon industry.52 With the growth of the export sector, the PGOs
created during the military period became insufficient to cope with the new
kind of challenges faced by the companies. Particularly in what refers to
SMEs,53 since the private sector could not face this task alone and there
was a need to integrate the work of different agents. CORFO’s reform in
the 1990s pointed towards that direction with the creation of a plethora of
PGOs and functioning as a place for the interaction between empresarios,
State, research institutes and IOs. Borrowing Manuel Castells expression I
would say that it became a ‘node’54 that focused on activities such as

                                                          
47 Agosin, 1999:94.
48 Macario, 1998:121.
49 Its creation was not very welcomed by the ‘Chigago boys’ group of economists

(Fontaine, 1988:71). For more information about ProChile, see
http://www.prochile.cl/ProChile/prochile.html. 12-02-2002.

50 The story of the Foundation is quite interesting. When the military government had to
compensate the ITT for the nationalisation of the Chilean Telephone Company (CTC),
it was agreed to start up the Foundation with the government’s payment of ITT shares.

51 The mission of Fundación Chile was to contribute to the innovation in markets for
goods and services, and to the transfer of technologies aimed at providing Chile with
added economic value. It’s commitment was also to foster the development of human
resources and promote the development of companies through new information and
telecommunications technologies. The foundation was meant to become a national
technological antenna, developing, adapting or selling new technologies. These were
spread through certification, seminars, specialised magazines, project assistance, etc.
(http://www.fundacionchile.cl/fundch_i/fc/fc_index_i.cfm?param=1. 02-04-2002).

52 Meller & Saez, 1995:21.
53 Katz, 1999 and 2001.
54 Manuel Castells regards the ‘node’ as a point of intersection in a network. There is

much to say about this. In using this concept, I just want to point out to a new form of
structuring of CORFO. It is less hierarchich and more as being the central node where
information and services converge (Castells, 1996).
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education, transfer of technological knowledge, and granting soft credits.
But enough of the State let us now turn to the SFF.

Structure of the SFF
A first overview of the 1998 organisational chart (see figure 6) gives a

clear hint on some important changes within the SFF. The issue topping
the agenda in the 1990s is ‘environment’. This issue was hardly ever
mentioned in the 1960s, but in 1998 it was the single issue that was
granted most space in the annual report, i.e. 10 out of 48 pages. It is also
interesting to note those departments55 that have disappeared since 1966. I
note this since it tells us something about new priorities in the organisation
and in it’s institutional environment. Moreover, that an issue does not have
a corresponding organisational unit (an area or a commission) does not
mean that it is not important for the organisation. Two examples of labels
that do not appear in the 1998 annual report are the departments of Small
Industries and Public Relations. On the other hand, there was continuity
for the departments of Studies, and International Economic Relations. A
further change that can be seen in figure 6 concerns the increased number
of commissions and areas, from 11 to 20. One of the new ones was Values,
which functioned as a kind of informal tribunal vigilant of the empresarios
‘ethic’. Another new area was Social Development that, as you can see in
Figure 6, had the largest amount of commissions.

Let us make an in-depth analysis of the activities in the areas mentioned
above. I start here with the apparently most prominent one, Environment,
giving a little background on how it was created. At the beginning of the
decade, there was only a commission for environmental related issues. But
this changed in 1992 when the association gave the issue a higher position
by transforming the commission into an area. In that way, Environment
was situated at the same level as the topics, Studies, or Trade. This
coincided with the appearance of the first broad public environmental
program called Decontaminate Plan of the Metropolitan Region (Plan de
Descontaminacion de la Región Metropolitana). Some years later there
would be around 10 national environmental programs. However, even if
the area of environment became a highly relevant matter for the
industrialists, it only required a small part of the SFF staff – only three
employees. Reduction in staff may suggest that the issue, in practice,
became less relevant. However, this is not the case here. More was done
but applying new forms of work. As the SFF’s head of the environmental

                                                          
55 In the modern structure of the SFF the label ‘department’ was changed to ‘area’.
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area (and former member of the SFF council) Anibal Mege Thierry
explained to me:

“…we don’t need much staff since we receive the powerful support
of our members. In this way, our work is related to deal with all the
environmental laws, rules, or different plans, and we make
commissions ad-hoc that work with different items. Then we have
experts from the big companies. It means that the SFF leads the
meeting, but they are the ones that participate in the commissions.
Not only in ours, but also in the mix commissions with the
government, where they defend our position.” 56

It was not new that the companies contributed with know-how. What
was new was their high degree of participation interwoven with networks
of consultants and universities. Megue Thierry goes so far as to maintain
that the SFF’s expert group gave the organisation better access to
experience and support than the representatives of the government;
“because they are from multinational companies, and they know
everything.”57 A main concern of the SFF’s working groups dealing with
environmental issues was around the regulations that were constantly
appearing both at national and international level. I will outline this further
below.

A second area, in terms of space devoted in the annual report, was
International Relations and Foreign Trade. In 1966, there was a
Commission of Foreign Trade, but this was of lower rank compared to the
one of 1998. It is clear that the topic acquired greater relevance since the
1960s. One visible change was related to services as granting certificates
of origin to exporters an activity that began in 1993. Unlike the Uruguayan
case, the SFF did not have monopoly over the certifications.58 On the other
hand, a similarity with the CIU, was that it increased the SFF’s
institutionalisation in the State’s foreign trade related activity. Another
service of this area was the organisation of trade-missions to other
countries. In this respect, as I will explain in next part, the SFF worked
closely together with ProChile and other public or semi-public agencies.
We could say that the trade area acquired more relevance in two ways.
Through the participation in trade negotiations and in the work with trade
promotion organisations (TPOs), something that have given the SFF a
stronger role vis-à-vis the State and, in turn, within the private sector. The
association did, in fact, represent a point of reference for private sector

                                                          
56 Interview with Aníbal Mege Thierry, 05-11-1999.
57 Ibid.
58 The certificates are for the whole ALADI region. In the case of Mexico and Canada, the

exporters issue the certificates by themselves (Interview with Hugo Baierlein Hermida).
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association in what refers to information, technical know-how and
negotiations.59 Paraphrasing Baierlein, it became the private sector’s
‘technical secretary’ that centred all proposals referent to trade
negotiations.60

Broadly speaking, there emerged two units through which the SFF
confronted the trade issues.61 One, was the SFF’s Council of the Economic
International Relations Area (Consejo de Area de Relaciones Económicas
Internacionales) that held meetings every month to go through e.g. trade
integration issues. In these meetings, as one of the participants explained to
me thus: “depending on the topics that were discussed, we could also
invite the Ministers of Economy or Foreign Affairs.”62 The other unit was
the International Negotiations Committee that was constituted by
representatives from companies, mainly export managers. This committee
elaborated strategies for particular cases and discussed from the (more
direct) perspective of the companies. Within these two units, different ad-
hoc working groups were created to deal with issues such as rules of origin
and trade barriers. I will below touch upon other aspects of this structure.
At this point, I want to remark that the 1990s have implied a deep and
ambitious restructuring of the international relations sector at the SFF.
Internally, it signified a strengthening of the SFF’s role towards the private
sector and to its own members by increasing the services offered.

More services and, above all, more interaction with the State was also
the line of the Social Development Area. Although this area did not exist
in 1966, many of its most relevant topics stem from the historical
commitments of the association. This was the case of, for example,
Industrial Education. During the 1990s, the SFF administered 18 technical
high schools around the country and tried to link them to companies
through different apprenticeship programs. But besides this activity, in the
area of education, other fields were strongly developed during the 1990s.
Particularly when the association became an Intermediate Technical Unit
for Training (Organos Técnicos Intermedios para Capacitación, OTIC).
The OTIC’s were PGOs under the public agency National Service of
Empowering and Employment (Servicio Nacional de Capacitación y
Empleo, SENSE). As intermediary agencies of SENSE, the OTIC’s
extended training and education services to workers and empresarios. To
finance this activity, the companies could use tax exemption of 1 percent

                                                          
59 Silva, 2001:58.
60 Interview with Baierlein Hermida.
61 Silva, 2001:43.
62 Interview with Pedro Reus Muñoz (SFF’s Corporate sub-manager), 04-11-1999.
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with further exemptions to small companies.63 In 1998, around 101,475
workers passed through the OTIC programs of the SFF.64

Another new social issue in which the association became involved
during the 1990s was ‘construction’, where the SFF (together with private
companies) stimulated the building of houses for industrial workers. The
annual report also informs about a health care program for industry
workers (Plan de Salud de la Industria) with the participation of 32,000
beneficiaries, and about the Corporation for the Promotion of SMEs
(Corporación de Promoción para la Pequeña Empresa, PROPESA).65

This entity gave soft loans to smaller companies and organised education
programs with the support of the Social Investment Funds (Fondos de
Inversión Social, FOSIS) granted by CORFO.66  Like in trade, the links
with the State in this area are many.  These will be further discussed
below.

Like in the 1960s, the Area of Studies produced statistical information
to SFF members and others. That information was also published in the
Boletin Informativo. Nonetheless, the SFF stopped the publication of the
journal Revista de la Industria, which was substituted by information on
the Internet. Thanks to the use of new technologies, with fewer people, the
Area of Studies was able to give more services than before. There were
only three employees compiling data covering new statistical indicators
such as the levels of employment (ocupación), salaries and investments.67

Like in the case of Environment, the work in this area was closer to State
agencies than ever before, for example with the National Institute of
Statistics (Instituto Nacional de Estadísticas, INE). I return to this in the
analysis on the interaction with the State.

A relevant element about the Area of Studies was how new
technologies changed the way of doing things and the way of reaching the
members with information. The use of electronic mail is a good example.
Around 10 percent of the companies send their information through this
way while the rest usually use fax. Much of this development of new

                                                          
63 For more information see, http://www.sence.cl/cap4otic.htm. 10-27-2002.
64 SFF, 1998:36.
65 According to the annual report, PROPESA gave (in 1998) 4.057 loans for 1.925 million

USD and organised courses for 485 entrepreneurs from small companies (SFF,
1998:38).

66 The FOSIS started in 1990, to a large extent promoted by the World Bank, under the
Ministry of Planning and Cooperation. Their aim was to reduce poverty and were given
in three different fields, social (promotion local organisations), productive (education of
workers and micro entrepreneurs), physical (for housing and neighbourhoods). Since
1997, the FOSIS are placed under CORFO (Gómez, 1998).

67 Interview with Marcela Urutia (Project Coordinator and Chief of the Department of
Statistics and Studies), 25-10-1999.
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techniques was also used by the Area of Organisational Development to
improve the channels of communication within the SFF. One of the main
issues in respect to communications was the launching of SFF’s homepage
and the problems around the ‘Information crisis of year 2000’. In relation
to the latter issue, the association created a commission to deal with the
problem. It worked with planning and information to prepare the
companies for the eventual information problems at the turn of the
millennium. Yet, the main work around the issue, as the SFF officials that
I interviewed recognised, was made by the State through CORFO and its
network of PGOs.

Areas of Interaction with the State
I cannot show in this part a table of SFF participation in other entities

because, since the late-1970s, the annual reports have not included the type
of list that you can see in table 4. This doesn’t mean, of course, that the
SFF does not participate in the board of other organisations. It does, and
some of these are presented here. I would say that the lack of such lists
reflects a changed pattern of interaction with the State. One of the reforms
of the Chicago Boys was to eliminate the private sector posts at public
entities such as the Central Bank. Moreover, many of those organisations
that existed prior to the coup disappeared or were changed to a new one,
where the SFF (and other interest groups) were not granted places at the
board. One could they say that there is less private sector representation.
However, since the 1980s, new forms of interaction have emerged that
point in the opposite direction.

As we can see in figure 7, the most mentioned organisation in the 1998
annual report was the National Environmental Commission (Comisión
Nacional Medioambiental, CONAMA). Another important public agency
related to environmental issues, also mentioned several times in the annual
report, was the Service of Environmental Care of the Metropolitan Region
(Servicio de Salud del Ambiente de la Región Metropolitana, SESMA).
This entity was in charge of implementing the plan of the metropolitan
region mentioned above. The content of that plan was highly important for
the SFF members since the effluents from many companies were going to
be controlled by public entities which, according to the SFF, meant an
increased economic burden for the private sector. Notwithstanding
conflicts, the State was always concerned with the creation of
communication channels towards the empresarios. In relation to
Environment, these appear to have improved during the 1990s. According
to Megue Thierry, the CONAMA was more like the co-ordinating element;
“it calls for the meetings and working groups to discuss the issues. We
could say, like a meeting point for experts from the private sector, the
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ministries, NGOs and from the Universities.”68 But the State was much
more than a good co-ordination element, it was the proactive force behind
new environmental regulations. Or, as Mege Thierry explained; “the
impulse around environmental issues comes from everywhere, but people
[the empresarios] starts to worry, when the government begun to regulate
on the matter.”69

Source: SFF, 1998

The new importance given to Environment by the SFF can be seen as a
reaction to the increasing amount of regulations, as well as from the
pressure from distinct environmental non-governmental groups. In fact, the
work was much more reactive than proactive. When I say reactive, I refer
to the fact that the SFF fundamentally tried to keep up with the initiative of
environmental laws presented in the Parliament or by the Executive
(through CONAMA). Looking at the State’s involvement in this area one
might think that the empresarios would have seen it with resentment,
particularly considering their strong bias towards an anti-state discourse
acquired since Allende’s period. Nevertheless, even if there were different
opinions and conflicts, the channels of communication have been
satisfactory for the SFF. About this, let me quote Mege Thierry again:

                                                          
68 Interview with Mege Thierry.
69 Ibid.
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“our opinion is quite considered, even though, many times,
CONAMA might issue a norm that we object. We cannot win all the
games…we have our disagreements though, but I must say that the
outcome of the issues brought up, are the result of some kind of
consensus.”70

In spite of criticisms of the State for being too bureaucratic and lacking
in efficiency, CONAMAs president, Adriana Hoffmann, maintained that
she did not feel any rebound from the empresarios.71 In sum, concerning
the SFF’s environmental activity I will point out first, that the most
important national agent (for the SFF) is the State. Secondly, that the State
has opened up channels for private sector participation as well as for
others, like Universities or NGOs. Thirdly, the importance of the
environmental area has emphasised the need of professional know-how,
something that the SFF has solved with the assistance of member
companies and external consultants. Fourth, it has also been highly
influenced by external factors like international agreements and trade
regulations (see below).

Another area of high interaction with the State was foreign trade, where
the Ministry of Foreign Affairs and its different commissions was one of
the most prominent entities in terms of contacts with the SFF. But this was
certainly, as I already showed above, not only an issue of this Ministry.
During the 1990s, the Chilean State created different co-ordinating
mechanism pointing at two levels. First, to the State itself through the
Inter-ministerial Committee of International Economic Negotiations.72

Secondly, towards the private sector through the Private Sector
Participatory Committee (Comité de Participación del Sector Privado). In
relation to the first point, a key agency was the directive unit for economic
international relations, DIRECON,73 a department under the Ministry of
Foreign Affairs. This unit was extremely important in both the directions
mentioned above – e.i. internally to the State and towards the private
sector. But more than that, it centralised the work towards Chile’s many
free trade negotiations.74 As Veronica Silva explained, the relation between
DIRECON and the SFF became a main link between public and private
interaction since both were the co-ordinating units (I would say, nodes) in
their respective sectors.75 There were some efforts made by the State

                                                          
70 Ibid.
71 Qué Pasa, 2000-08-27.
72 Comité Interministerial de Negociaciones Económicas Internacionales. It was created

in 1992 and broadened in 1995 (Silva, 2001:40).
73 Dirección General de Relaciones Económicas Internacionales.
74 http://www.direcon.cl/frame/direcon/f_direcon.html. 21-05-2002.
75 Silva, 2001:44.



CHAPTER 4146

during the mid-1980s, to improve the private sector’s participation in
relation to trade negotiations. But it was not until the 1990s that these
efforts became more institutionalised and the relation more fluid. By 1998,
no other area (not even environment) could show the level of SFF-State
interaction as this one.

Let me just give some examples. Since Patricio Aylwin’s presidency
(1990-1994) the foreign meetings of the president have been accompanied
with business meetings. According to SFF representatives, these had been
very positive in helping Chilean exporters to promote their companies’
abroad since they “opened up many markets and helped to show an image
of close relationship between the president and the private sector.”76

Another example that reveals the new forms or interaction was during the
negotiations with MERCOSUR. At the time in 1996 when the positions
were blocked (principally with Argentina), the SFF’s president77 went to
Buenos Aires for informal talks with the Argentine president and private
sector representatives. But before the journey, he called the Chilean
Foreign Minister to co-ordinate the visit so that the Ministry and SFF
staff’s worked together planning the details.78

This form of action was actually more a rule than an exemption,
something that increased trust between private and public representatives.
About this, the chief of the government’s MERCOSUR negotiation team,
Carlos Mladinic, maintained that the officials had a very flexible
relationship with the private sector since the empresarios; “always
provided information, quickly and directly, but they also handled it
carefully and with discretion, as is appropriate. We also have received
information directly from the companies and, in many cases, we have
adopted their proposals.”79 Apparently, the interaction with the State in this
area has not only increased when comparing with the 1960s but also in
relation to the military period. In relation to the 1960s, the former
president of the SFF, Eugenio Heiremans, told me; “my relation with Frei
was much worse than the one that we have today with the current
president. It was unthinkable at that time to organise Presidential visits in
other countries together with the empresarios...”80

An element that further unified both sectors was also the fact that most
of the members in the SFF’s staff were former officials, including the
president of the association, Felipe Lamarca. As a result, there was not
only a good knowledge of the State apparatus among the SFF executives,
                                                          
76 Interviews with Baierlein Hermida and Reus Muñoz.
77 Pedro Lizana Greve (1994-1997).
78 Interview with Lizana Greve, April 1996.
79 Diario Estrategia, 08-04-1996.
80 Interview with Eugenio Heiremans Despoy, October, 1999
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but also personal links with officials. Many of them being former
colleagues or University fellows, which facilitated the understanding and
meeting of experts in informal networks of policy-discussion.81 A good
example of the close interaction can also be found in the interaction with
ProChile, an organisation that had a rather restricted contact with the
empresarios during the military government, but changed its scope of
activity during the 1990s. Pedro Reus explained this saying that in those
days [the military period], the missions financed by ProChile were mostly
scientific and the amount of resources was very low. To capture new
markets, he explained; “the empresarios went abroad individually.” That
changed drastically when the new authorities and ProChile started to work
actively in the transmission of information as well as in the organising of
business contacts. To give an example, due to the free trade negotiations
with South Korea, the Chilean industrialists increased their interest in
exporting to that country. So, ProChile worked to facilitate the information
about the Korean market as well as financing part of the costs of business
meetings with Korean companies.82 These kinds of activities, together with
the presidential visits meant many meetings, plans, and contacts with the
SFF’s staff. Finally, another PGO mentioned in relation to foreign trade
activity was the Fundación Chilena del Pacífico. This organisation
composed of academics, empresarios and officials, played an important
role in the work towards Korea and was very active assisting the
organisation of encounters and missions.83

Going back to the mentions in the annual report, a puzzling issue is
related to the few mentions of CORFO. This does certainly stand in
contrast to 1966 when the corporation was the most mentioned
organisation. Yet, it would be wrong to deduce from this that CORFO is
less important than in the 1960s. Let me explain this more clearly by
giving an overview of CORFO’s activity during the 1990s. As said above,
the corporation has today distanced itself from direct ownership of
companies and from its former role as financier of big projects involving
large companies (remember that during the 1960s, most of the credit for
industrial projects was channelled through the corporation). CORFO’s new
role was to encourage competitiveness and investment, contributing to the
                                                          
81 This was confirmed to me in the interviews with the chief executives form the different

areas. Baierlein Hermida, a former official at the Ministry of Foreign Affairs during the
military period was representative of this group (See also Rivarola, 1997).

82 SFF, 1998.
83 SFF, 1998. When this thesis is being written, Chile signed a Free Trade Treaty with

South Korea. The first of its kind with South Korea, the world’s 11th largest economy.
The final agreement is expected to take place in the first half of 2003 after the two
countries’ parliaments approve the treaty (Chile: Investment Review. International
Press Selections, October 2002).
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generation of productive modernisation. It’s main areas of work were: 1)
innovation and technological development, 2) modernisation of
companies, 3) improvement of business management practices, 4)
development of financial instruments and 5) promoting regional
development and new industries. At the centre of the corporation’s new
strategy was the support of micro-, small- and medium-size companies
together with encouraging technological development.

In the 1990s CORFO established a provider network that offered
consulting, research and other services. The network included domestic
private organisations (like the SFF) whose participation was meant to
allow a more skilled administration of funding, and a more precise
knowledge of business needs. To facilitate the access to these services,
CORFO offered financial instruments like the Technical Assistance Fund
(Fondo de Asistencia Técnica, FAT), the Management Support Program
for Enterprises (PAG) or the Providers Development Program (PDP) that
were administered through authorised intermediaries. On issues related to
business modernisation CORFO worked through business organisations
and PGOs such as the Technical Co-operation Service (Servicio de
Cooperación Técnica, SERCOTEC). In respect to the technical side,
CORFO financed84 technological research projects at technological
institutes or universities.85 Finally, the corporation provided credit facilities
to foreign companies to buy Chilean specific goods, to promote exports,
and it was the national counterpart of foreign co-operating agencies.86

The most important is that all these programs and organisations were
not just empty names. In 1998, CORFO gave almost 50 million USD to
co-finance companies and 208.7 million in credits.87 Together with the
other public agencies (such as ProChile), the economic involvement of the
State was considerable. By the mid-1990s the total amount of resources
transferred through the different public support entities could be estimated
to around 470 million USD.88 Even if CORFO was not frequently
mentioned as in the 1960s, many of the public agencies and PGOs that
appear in the annual report are actually part of the broad CORFO network.

But how did the SFF representatives perceive this State avalanche? If
we look at a SFF sponsored business guide for foreign investors, the public
programs were in fact mentioned as a competitive advantage for doing

                                                          
84 Through the Innovation and Development Fund (Fondo de Desarrollo e Inovación,

FDI).
85 For more information see http://www.corfo.cl/inst_ing/index.html. 23-03-2002.
86 Macario, 1998:115.
87 Ibid.
88 Muñoz, 1997:8.
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business in Chile.89 Moreover, the association had benefited financially
from the system, particularly due to its participation in the OTIC services.
Even if the public support programmes were criticised for being slow or
inefficient, there was no general rejection from the SFF representatives.
Yet, the involvement of the SFF in this structure appeared to be decreasing
towards the late-1990s. Instead of SFF, CORFO’s main partner in the
industrial sector became a sectoral association of the SFF, the Chilean
Association of Manufacture Exporters (Asociación de Exportadores de
Manufacturas de Chile ASEXMA). Founded in 1984, ASEXMA had
become a representative entity of SMEs. In a survey among SME owners
regarding which private sector leader was the most representative of their
interests, around 40 percent pointed to ASEXMAs president, Roberto
Fantuzzi. Felipe Lamarca, the president of the SFF, came in second place
with only 12.2 percent of the mentions.90

When I asked SFF representatives if they perceived loosening influence
among this group due to increased involvement from both State and other
private sector associations, the answer was negative (a view that, as I will
outline in next part, was not unanimous). There was a general agreement
among both SFF leaders and executives in that the instruments to assist
smaller companies had to be developed. There was also a general
agreement in that training and technological modernisation were key
issues. As usual, the big problem was who would pay the bill. Possible
candidates were the Chilean economic groups, whose executives dominate
the leading positions of the SFF. But these had throughout the 1990s,
increasingly directed their business to the international arena, creating
branches and buying companies abroad.91 Their main preoccupation was to
channel resources towards improving their own efficiency and not to be
engaged in broader national development policies. For them, the main
threat was not State involvement, but the challenge from foreign
companies in the open market. So, the only capable organisation to
organise and finance development programs was again the State.92 In a
way, the position of the economic groups (and SFF) reminds us of the one
                                                          
89 Aldunate, 1999.
90 The survey was made by the company 188 Mundo (a member of the CTC group) and

published in El Diario del Marketing, 99-11-08.
91 See Meller & Sáez 1995 and Fazio, 2000.
92 Around 89 percent (832431 thousand) of the companies in Chile were, in 1999,

classified as formal and informal micro-companies, 9 percent small, 1 percent are
medium size, and 1 percent so-called big companies. Around 77 percent of the
employment was generated by small and micro companies (formal and informal), while
medium and Big companies represented 23 percent. However, if we look at sales, the
latter takes 73 percent of the total while the micro and small companies only represent
16 percent (all the figures can be found in SERCOTEC, 1999).
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held when CORFO was created. They did not mind State involvement, as
long it did not interfere with their business.

Using then a logic that reminisce of the past, the SFF tacitly accepted
that the State took a big share of promotion policies because they trusted
that it would not obstruct market mechanisms. But the source of common
understanding with the State was broader than that. It can be found in the
increasing professionalisation of the executives from both public and
private sectors. In CORFO, for example, almost all program directors were
economists or MBAs, and many had degrees from U.S. universities.93 I do
not have any data for professionalisation of the public employees in
general, but I can say that almost all the officials I interviewed shared that
profile. Another indication of the change was that in the pre-coup period,
only one economist was a member of Congress. But since 1989, the
number of economists in the legislature has increased. These number 16 in
the 1989 elections and 13 in the 1993 elections.94 A similar scenario can be
found in the private sector, at least among higher executives where (in
1998) around 98 percent were professionals of whom 64 percent were
either engineers or MBAs.95

There existed, a strong professional emphasis among both public and
private sector representatives (further on, I present an analysis of the SFF
on this matter). Moreover, even the professional structure appears also to
be similar in what refers to areas dominated by economists and engineers.
The common professional background was indeed a source of
understanding that went beyond ideological barriers. Another element
binding the public and private areas were the consultants, who had
acquired an important position in the formulation of policies. These were
generally former employees (public or private), people hired directly from
the Universities or foreign experts. In fact, many officials and executives
working at the SFF or in the State had worked as consultants. In that sense,
the gap between private or public sector executives had been diminishing
since they perceived each other as equals, speaking a common language
and having similar backgrounds.

This increased what I call a ‘promiscuous’ relationship between public
and private sector, and (why not) a reason behind the positive view among
SFF executives towards the increased public involvement in the private
sector. I see this as a new phenomenon since there were almost no
mentions to consultants in the data I used for year 1966. I also confirmed

                                                          
93 Interview with Carlos Alvarez Voullieme, Manager of CORFO’s, Strategic Programs

Division, October 1999.
94 Montecinos, 1998a:140.
95 Estudios Seminarium, 1998.
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this through the interviews. Let us explore this further by making a closer
analysis of the composition and profile of the Executive committee.

The Executive Committee
Let us start by comparing some features of the 1998 executive

committee with its predecessor from 1966. To start with, Table 7 confirms
two tendencies, an increasing professionalisation and the concentration of
economic areas. In 1998, 85 percent of the members were professionals
compared to around 64 percent in 1966. Moreover, a majority of the 1998
professionals were engineers, or had a Chilean MBA degree called
Ingeniero Comercial.96 This situation differed to 1966 where all
professionals were engineers. When looking at their universities, there was
a change in that half of the professionals were graduates of the
Universidad Católica (see table 7). In 1966, on the other hand, all were
from the Universidad de Chile. There were also more foreign educated
members in 1998, almost all with degrees from U.S. universities.

A second observation is related to the executives who increased to
around 70 percent compared to 63 percent in 1966. On the other hand, the
members State employment decreased from 55 to 30 percent. It is thus
possible that this figure might change if a new conservative government
gains the presidency of the country. Finally, another feature was that more
members of the Executive committee were linked to companies belonging
to the economic groups. Felipe Lamarca, the SFF’s president, is a good
example of that. He is an economist, graduated at the Universidad Católica
and was Chief of Cabinet in the Ministry of Economy (1975-76), and
director of the tax office97 (1974-84). Later on he became director of the
Chilean Oil Company, COPEC (Companía de Petróleos de Chile S.A.)
which was (in 1998) Chile’s most important conglomerate.98 In 1997, he
was elected as president of the SFF, after Pedro Lizana Greve (a small
company owner), and started a process of change in the association. This
was a different profile to his predecessor, Lizana Greve,

                                                          
96 An Ingeniero Comercial (Commercial engineer) is a Chilean undegraduate degree

which is a mixture of engineering and economics.
97 Servicio de Impuestos Internos, SII.
98 This company was controlled by the Angelini group and Lamarca became a key

executive of this group (Fazio, 1997:107-108).
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Table 7.    Executive Committee of the SFF - 1998
Name Profession University Foreign

exam
Company Post State involvement Economic

Group
Exporter  (x)
Foreign-
Investments (FI)

Felipe Lamarca Claro I.C. (a) PU C Master
USA COPEC Manager SII

Pinochet Angelini X – FI

Fernán Gazmuri Plaza Engineer PUC - Citröen Chile S.A. Owner
(agent) - MNC -

Gonzalo Garcia
Balmaceda Lawyer PUC - CMPC Manager

Secretary of Domestic
Affairs
Pinochet

Matte X – FI

Andrés Concha
Rodríguez I.C. U. de Ch. - GENER Manager ProChile

Pinochet MNC        FI

Guillermo Feliú Silva Engineer U. de Ch. Master
France COPEC Manager - Angelini X – FI

Ernesto Ayala Oliva Engineer U. de Ch. - CMPC Manager - Matte X – FI

Jaime Alé Yarad I.C. U. de Ch. Master
USA ENERSIS Manager n.d. MNC        FI

Bruno Philipi
Irarrázabal Engineer PUC Economics

USA GENER Manager Secretary of Min. & Energi
Pinochet MNC        FI

Jaime Paredes Gaete - - - Metalpar S.A. Owner - Own        FI

Juan E. Errázuriz Ossa Engineer PU C n.d. Sigdo-Koppers Owner - Sigdo-
Koppers        FI

Nicolás Abumohor
Touma - - - Manufacturas Interam

S.A. Owner n.d. Abumaoh
or group -

Fernando Agüero
Garcés Engineer U. de Ch. n.d. Envases del P.

NCR Chile Manager n.d. MNC -

Radovan Razmilic
Tomcic Engineer U. de Ch. n.d Molinera e Ind. de

Azapa Owner n.d. Own -

         Source:  SFF, 1998; company annual reports and interviews.         a- Ingeniero Comercial.
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who was closer to the idea of the gremio, trying to bridge the gap between
SMEs and big companies. Along that line, both services and costs were
expanded and Lizana became a notorious public person, getting attention
in the media.99 One could believe that such a position was logical for the
SFF.

Nonetheless, the historical tension between the gremio (as a social
movement) and the elite domination was always latent. But this time, the
challenge to the gremio approach did not come directly from the capitalist
themselves but from the representatives of their companies in the SFF, the
executives. Most of them shared Lamarca’s professional background.
When they gained a leading position through Lamarca’s presidency it was
said that the association would become more efficient. This implied a turn
away from a broader service orientation, concentrating on macro policies
and leaving the engagement at SME level to the State and other
associations as ASEXMA. The SFF’s staff was reduced and the
publication of the journal was ceased. According to their view, ‘efficient’
meant to have a smaller, cheaper, but more professional organisation that
could act as a voice of private sector interests and participate in the
elaboration of policies. Hence, the idea of the ‘patriarchal’ organisation
offering an alternative to the State support for the smaller companies was
partly abandoned.

Lamarca’s position was not supported unanimously. Many members
rejected what they saw as a slow take-over by executives and professionals
who were not considered as close to the ‘true spirit’ of the empresario.
Contrary to what was expressed by Lamarca’s group, people like Eugenio
Heiremans or Lizana Greve were reluctant towards leaving more space to
the State, to international programs, or to ASEXMA. According to
Heiremans;

“it is unfortunate that the SFF, did not continue what I did during
my period in the 1960s; that is, a close coexistence (convivencia)
with the SMEs…today, you see more of managers and less of
company owners and there is less union than before, no doubt about
it.”100 For Heiremans, the SFF of the late-1990s was more oriented
towards ‘marketing’ ideas leaving little room to the traditional
empresario that he defined as, a man with different values; “that has
a different view on the employees…that do not see them only as a
resource but as part of the company and that is more attached to
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still around 5.3 percent of the small entrepreneurs saw him as their voice, El Diario del
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100Interview with Eugenio Heiremans Despoy, 02-05-2001.
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people and production processes than to working with numbers on a
desk.”

This kind of empresario, he said, is today in the SMEs while the SFF
have shifted towards the professionals. Heiremans ‘ideal type’ of an
empresario was Jorge Alessandri about whom he gives an opinion that
helps to understand further the concept ‘traditional empresario’;

“he was basically statist (estatista) since he considered that the State
had a paternalistic responsibility, like in a monarchy…he was very
efficient as empresario and gave always much importance to his
relation with the employees and their well-being…In relation to the
Chicago Boys, he disliked the idea that the market would rule
everything.”101

This ideal represented a strong but a minority current of opinion among
the members of the General council that sometimes was expressed in open
conflicts. One of these appeared in the confrontation of two candidates in
the election of Lamarca’s successor in 1999. One of them, described as a
‘traditional empresario’, was the president of ASIMET, Herman Von
Mühlenbrock (president of a steel company) who received strong support
from the SFF’s ‘elder’ members, Eugenio Heiremans, Ernesto Ayala and
Hernan Briones.102 The other candidate, Juan Claro Gonzales, was backed
by Lamarca’s group, with which he shared the profile described above.
Claro had an engineering and physicist degree from United States. He
made a carrier as manager (not owner) of big companies as the CTC and
was described as a ‘mateo’ committed to studies and the creation of
models.103 Furthermore, Claro saw himself as belonging “to a different
generation of empresarios, that live in a much more competitive world,
open to new ideas, and that was more fearless to alliances and changes.”104

This generation (Claro was around 50 years) has also been defined as
“passioned by challenges and fearless of globalisation and its effect on
markets, trade or competition.”105 Claro finally won the electoral contest
with almost double the votes of Mühlenbrock, something that consolidated
the change of empresario ‘style’ in the SFF. But to understand this
process, we must take a closer look at the broader changes that have been
taking place within the Chilean economic groups.

Even if these groups were already powerful in the 1960s when the SFF
also was perceived as an elite association, their power has become greater
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in the 1990s. The heads of the groups were not directly involved in the
SFF’s activities, and the association’s representatives that I met strongly
denied they had any direct influence on the SFF. Yet, I would argue that
by the late-1990s, their influence of the groups was more pronounced than
ever before, but it was expressed in other (not as direct) ways. Unlike in
the 1960s, the groups influenced public debate with their own economic,
social and political proposals. These were elaborated and expressed
through a broad network of think tanks as the Centro de Estudios Públicos
(CEP) founded in 1980. The CEP’s main financial source was the
economic group lead by Eliodoro Matte Larrain (the ‘Matte group’) who
was also president of the institute.106 On the CEP’s board were SFF
representatives such as Bruno Philippi and Felipe Lamarca.

Another example was the research institute Libertad y Desarrollo
founded in 1990. This institute grouped people like Hernan Büchi and
Antonio Guzman (former president of the CPC).107 But there was much
more. This private sector intellectual network went far beyond single
institutes, it even included different Universities like the Universidad
Andrés Bello, Universidad del Desarrollo and Universidad Finis Terrae.
The latter was linked to Catholic groups like the Opus Dei and Legionarios
de Cristo (Christ’s Legionaries). In the leading posts of these Universities
we find again, the names of Eliodoro Matte, Lamarca, Philippi, Augustín
Edwards, Guillermo Luksic (‘Luksic group’), Sergio de Castro and the
leader of the conservative political coalition (Alianza por Chile), Joaquin
Lavin.108 Lavin, as the presidential candidate supported by the economic
groups, was highly dependent on the network mentioned above for the
elaboration of his program. It provided him with many distinguished
professionals that formed his team of advisors.

I would say that the Chilean capitalists have certainly learned the
lessons from 1973 and far away is the formation of ad-hoc groups meeting
in the SFF building. What we see today are institutionalised and permanent
research teams with strong financial back up and (I want to emphasise this)
independent from the public sphere. Even if the forms of work of the
economic groups have changed, certain features are maintained. One is
‘elitism’, characterised by their habit to always be among equals in a
protected environment.109 As a member of the council told me, Chile is a
country where both the first and second surnames matter and these are
very relevant to enter elite schools and leading positions in private
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companies.110 Another factor that maintains the cohesion of the elite is the
surveillance of ‘strict moral values’ based on family values and the
Catholic Church. The membership in organisations as the Opus Dei is just
one example. In fact, Eliodoro Matte was the treasurer of the committee
that organised the Pope’s visit to Chile in 1987.111 One could even say that
this moral surveillance has increased with the power of the economic
groups. If we go back to figure 7, note that one of the new commissions
(not existent in 1966) of the 1990s was the Commission of Values.

In sum, an increasing internationalisation of the Chilean economic
groups and a more independent position towards the State contributed to
change the profile of the SFF’s directors and their ways of doing things.
This was clearly explained by Lamarca himself arguing that; “being
confrontational does not bring the benefits that we should seek as
association and representatives of the sector…there is thus another way,
more technical and not so visible, through which we could really achieve
things.”112 A professional and manager like Claro, perceived as
‘desiologised’, was then a perfect candidate to give continuity to that
approach.113 Soon after becoming president of the SFF, Claro presented a
report called ‘Agenda for Development’. This was made by consultants
and professionals from the private sector research network and with
involvement from other institutes closer to the government coalition, such
as CIEPLAN or Fundación Chile XXI.114 Thus, compared with the 1960s,
the SFF had greater independence from the State in the elaboration of
ideas. However, paradoxically, the interaction with the State had clearly
increased in many fields. In practice, there was more interaction than
confrontation.

Regional and Global Levels
Figure 7 shows that the most mentioned non-national organisations was

MERCOSUR (see page 144) . Yet, comparing with the 1960s it gets much
less mentions than LAFTA that was the most mentioned organisation at all
the levels in 1966. MERCOSUR came in fifth place. A comparison of the
mentions from the two periods gives some peculiar results. As Figure 8
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below shows, there was a decline in mentioned organisations at all levels,
but particularly in those from the regional level. Furthermore, even if the
global level declined, one could expect that the strong World-cultural wave
of the 1990s would have given the opposite result. Another interesting
issue is that, if we look at the patterns of the SFF’s interaction with the
global/regional levels, it was not really directed towards single
organisations, but to free trade treaties (FTTs) and exports. To explain this
further I start here by analysing the SFF’s (and Chile’s) involvement in the
new form of integration treaties that were negotiated during the 1990s.
Then I will turn to the SFF’s interaction with the IOs established in Chile.
We will see here that, when speaking of influence, there is much more than
just economic topics. This was however not entirely clear for the SFF
leaders whom, until the late-1990s, understood globalisation only as an
economic matter. That opinion was dramatically changed when they
experienced another face of globalisation when Augusto Pinochet was
arrested in England. I will pay particular attention to this issue as well.

Source: SFF, 1966 and SFF, 1998.

Figure 8. National, Regional and Global Organisations SFF 
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The SFF and the Free Trade Negotiations
By the end of the 1990s, Chile was the only Latin American country

with most number of free trade treaties. When this dissertation is written,
Chile is the only South American country that has treaties with both with
North America (Canada, Mexico) and with the EU.115 Even if the lowering
of tariffs in Chile began long before other countries, the impetus and type
of free trade negotiations in the 1990s were of great importance. From the
point of view of the SFF, there is a line of continuity since the 1960s in
that the association has always been positive towards free trade treaties.
This is linked to the underlying awareness about the need to strengthen
competitiveness in order to enter wider markets. Nonetheless, when the
wave of trade negotiations was speeded up in the early-1990s, the
industrialists were not well prepared for new challenges. As Baierling
pointed out; “in front of the new global negotiations of the 1990s, we had,
first of all, to learn to speak a new language [my Italics].”116 It means that,
in the new form of negotiations, almost everything was on the table
including new items such as services, environment, labour standards and
investments. To deal with the changed forms, the empresarios had to
establish new committees and incorporate specialists. ‘New language’ also
meant being able to reach all the participants in the negotiation processes:

“we didn’t need so many people because we were like the
messengers in the negotiations. We received the lists of items to be
negotiated, we delivered them to the corresponding companies and
then we gave the answers to the government. Today, the approach is
much more ambitious, we have the issue of rules of origin and we
are the entity that issues the certificates of origin. Furthermore, the
experience that we have in these issues helps us to participate in a
direct way with the government, as an advisory entity.”117

  In the 1990s, the negotiations encompassed all the SFF’s industrial
sectors that acquired a new kind of interrelationship with the association.
There was significant increase in the interaction with the SFF, something
that also was true in relation to contacts with the government and with
foreign business associations. In few words, a whole new system of
interaction was constructed, but that was not made overnight. According to
Baierlein, the precedent was the work around the treaty with
MERCOSUR. This contained universal tariff reduction chronograms that
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required thorough knowledge about the sectors as well as an intense
interaction with officials.

After a frustrating attempt to join NAFTA (North American Free Trade
Agreement),118 the Chilean government turned to its South American
neighbours grouped in MERCOSUR. Industrialists who perceived this as
strategically important for the country’s development gave their  support to
this. A remark that would cause an open break-up of the united private
sector front, due to a strong resistance from the SNA to this idea. The rural
empresarios feared the consequences for traditional agricultural
products119 when confronted with open competition from MERCOSUR
countries, especially Argentina. However, it was, not the first time the
SNA opposed a free trade treaty. When Chile initiated negotiations with
New Zealand, the SNA opposed this as it would damage the national dairy
industry. On that occasion, the government backed out from the
negotiations.120 The rural opposition was more strongly opposed to
MERCOSUR that was seen as an even bigger threat. This opposition was
certainly an element behind the slowing down of the negotiations in 1996.
But this time, the industrialists were not going to remain passive. On the
contrary, they went so far at to join in a common front with the
government and other members of the Confederation of Production and
Commerce (CPC). In March 1996, Andrónico Luksic (head of the ‘Luksic
group’) appeared in the public debate maintaining that it was logical for
the country to have this type of agreement with its neighbours, and that it
was positive in terms of economic gains.121 Luksic also expressed concern
over the delays and problems around the negotiations. This opinion gave
an important indication of the position of the leading Chilean economic
groups.

The negotiations with MERCOSUR finally ended up with the Chilean
government giving concessions to agriculture and proposing a grace period
of 18 years (after this period there would be zero duties) for the products.
The reaction of the SNA was strong and the agricultural representatives
refused to follow the President on his official visit to Brazil that year. On
the other hand, the industrialists both encouraged the participation of their
sector and worked closely with the Ministry to organise the event. When
the press asked Lizana to comment on the SNA leader’s statement that
agriculture would pay the price for joining the association, he replied that;
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1994.
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“all the sectors will have costs and benefits...18 years is a long time to re-
convert.”122 No doubt, the MERCOSUR debate exposed the divisions
within the CPC empresario front and I it was the first strong and open
confrontation in decades. This time, the industrialists aligned with the
government against rural interests. A similar position as in the 1960s when
they refused to actively support the landowners at the beginning of the
land reform process. But there was though a difference with the 1960s. In
my opinion, for the SFF, the process of association with MERCOSUR
meant much more than only gains from trade. There was a political
dimension that should not be underestimated. The SFF’s representatives
meet with high officials and its staff acquired better knowledge about the
policy-making process by working closely with officials. Moreover, many
of SFF técnicos were actually former officials. This certainly stands in
contrast to the more distant relation with president Frei and his staff and
even more with De Castro and his ‘Chicago boys’. Let us continue on this
theme by analysing other free trade negotiations and then turn to the
changes in the SFF’s internal structure.

Beyond MERCOSUR, Chile also had important negotiations with
Mexico, Canada, USA, EU and it participated in the creation of the FTAA.
In relation to FTAA, the SFF was part of the co-ordinating committee of
the REIH that, besides influencing the negotiations, was used to facilitate
business contacts. As Pedro Reus explained to me, when a Costa Rican
empresario came to Chile, a good way of contacting the Chilean
counterparts was through the network.123 Again, like in the 1960s, different
networks were created around the trade negotiations as meeting-points for
empresarios across the Western Hemisphere. The REIH reminds of the
Inter-American Commerce and Production Council (CICYP) that still
exists but have become a rubber stamp organisation without any real
influence.

With regard to the MERCOSUR Industrial Council (CIM), when the
SFF applied for membership the answer from the other associations was
negative. As Baierlein explained; “they told us that our initiative is good
but that the circumstances are not given since we are lowering our tariffs
while they want to raise theirs.” Instead, the most relevant participation of
the SFF in MERCOSUR’s different working commissions was at the
invitation of Chilean officials. The SFF also had close contact with the
State concerning the EU-Chile trade negotiations that proved difficult due
to the technical and environmental requirements of the European Union.
The effect of those negotiations was an even closer SFF-State co-operation
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and changes in the Chilean companies. These incorporated more experts,
increasing know-how and improved the information channels to
companies.

By analysing the association’s more outward oriented line of action
(including the free trade related activity), I found an enormous contrast to
the SFF’s international contacts in 1966. Even if there were mentions of
high level visits to the SFF in 1966, it does not come close to what was
reported in the 1998 annual report. For example, in 1998, when Chile held
free trade negotiations with South Korea, the Korean Minister of
Commerce visited Chile and was received at the SFF’s premises. It had
actually become quite common that high-ranking officials and
personalities (e.g. Margaret Thatcher or C. Salinas de Gortari)124 visited
the association during their visits to Chile. During 1998, besides the
Korean Minister, the SFF was also visited by the Italian Prime Minister,
and the Primer Minister and Minister of Foreign Relations of New
Zealand. It also received business delegations from other countries like
Ukraine, India, USA, Japan, Spain, Australia and New Zealand. To
strengthen business links with those countries, meetings followed up these
visits with representatives from the Chile-Australia and the Chile-Canada
Chambers of Commerce.125 Thus, besides their role in trade negotiations,
the association became a point of reference in the country’s foreign policy
activity. Something that certainly signified closer interaction and trust with
the State. A further example was the organisation of two seminar exploring
free trade possibilities. One analysed the relation between Chile and Hong
Kong, and the other (organised together with the Institute of International
Studies of the University of Chile) about business opportunities in the
Pacific region.126 Let us now take a closer look at how the organisational
structure changed due to these new conditions.

Internal Structure
The broad range of activities around the international area, whether it

was related to trade negotiations or other issues, meant changes in the
SFF’s organisational structure. As I already described above, new areas
and committees were created, like the Council of the Area of International
Economic Relation, that was lead by the former president of the SFF
Fernando Agüero. I also mentioned the creation of ad hoc working groups.
These were required quite often due to the intensity of negotiations, but
they were not exclusive for empresarios. Academics and consultants hired
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to cover specific fields were often participants. Thus, more people were
involved in this area than ever before. During the 1980s only two
executives worked there, compared to 5 in 1998. Other worked in the
corporate area with Pedro Reus, organising international business
meetings. However, the number of executives working in an area does not
give the whole picture. There was a broader network of consultants and
company executives that participated in the elaboration of proposals
through the different committees and working groups.

Another effect of international exposure was an increased interest for
business possibilities from the free trade negotiations, which provided
incentives to introduce many new services at the SFF. During 1998, for
example, a total of 1900 companies had acquired certificates of origin for
exports to around 98 countries.127 However, this activity was not a
monopoly of the SFF and the trend has been towards an elimination of the
intermediaries. In the Canada and Mexico negotiations, for example, it was
agreed that the certificates would be issued directly by the companies.
Another example of services was related to consultation assistance to help
the companies with the complicated cobweb of trade agreements. For this
purpose, the SFF created an online database with systematically updated
information about tariffs and with information about business meetings
abroad or in Chile. Moreover, around 1500 companies were on the SFF’s
mailing list and these were invited to approximately three of four business
meetings per year.128 But the SFF was not alone in giving this type of
service. In fact, I would say that export oriented support activity became
itself a market, with the SFF, CNC and ASEXMA as main actors
competing for ‘clients’ (the companies).

To cope with this competition, the SFF had to make changes in the
organisational structure trying to make it more efficient. That is,
accomplishing more with fewer executives. In other words, having less
permanent employees and hiring instead consultants on ad hoc basis
depending of the needs of the ‘customers’ (the empresarios). Even if there
were different private agents, there was a main source of financing, the
State, that operated (mainly) through CORFO and ProChile. Taking into
account the historical perspective presented above, such an important role
of single State entities was symptomatic for Chile. Yet, what I found
striking about this part of the SFF’s activity in the 1990s, was the absence
of IOs. Even though IOs were very active in this area as I will show below,
there were scarcely any mention to them. It is puzzling that it was not the
IOs which rejected the SFF but the other way around. The SFF
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representatives I interviewed did not have interest in receiving support
from these organisations, arguing that the association works like a private
company competing in the market. To understand this, I now analyse
SFF’s interaction with the IOs.

International Organisations
Like in the 1960s, I found little interaction with IOs. If we look at the

work from development organisations, many of them left Chile during the
military government. Germany, for example, began its official co-
operation in Chile during the 1960s, it ended in 1973, and was fully
resumed again with the return of democracy in 1989. However, There were
German NGOs that remained during the military period. One of these
shared some projects with the SFF, namely, the Carl Duisberg Gesellschaft
(CDG) that concentrated in the area of human resources but ended its work
with the SFF in the early-1990s. When speaking of official assistance, the
most important German agency in Chile was the GTZ that by the end of
the 1990s had invested approximately 8 million USD annually in the
country. It was owned by the German Government and worked under
commissions from the German Federal Ministry for Economic Co-
operation and Development. With over 10,000 employees in more than
120 countries throughout the world (19 in Latin American), GTZ was one
of the largest development organisations in both Chile and the rest of the
region.129 One of its main objectives (determined by the German Ministry
of Development and Co-operation) was to assist SMEs. Following that
guideline, they searched for partners in Chile. About this, the GTZ’s
regional manager, Peter Palesch, explained that:

“In Chile, our point of departure is the guideline that the
government gives us. For example, the government asks us for
something specific tasks as supporting a specific organisation. On
the basis of that request we do our own analysis and evaluation of
the entity. In Chile CORFO canalises its requests through AGCI130,
they present it to our embassy that sends them to the German
ministry in charge of the co-operation. So, our nexus, in respect to
the initiation of new projects, is not, at first, directly with CORFO
but with AGCI. There are of course informal contacts, but the
projects are always on the advice of the government.”131

According to Mr. Palesch, the main areas of know-how in which GTZ
contributed with something that was lacking in Chile were related to
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“organisational forms of working together.” One example given by
Palesch was the support to improve the links between private and public
sectors called public-private partnership (PPP), and projects to improve the
way in which private sector associations advise their members. Another
area of assistance was the organisation of expositions. To describe this
activity he mentioned as an example GTZ’s work with ASEXMA that,
according to him, was not strong in these areas before it received the
assistance. The GTZ co-operation, he argued, was positive for ASEXMA
because it increased its membership and improved services. Giving an
example, Palesch pointed out that by the late-1990s, ASEXMA was able to
organise expositions for SMEs in Germany. There are indeed many
mentions of ASEXMA and almost nothing about the SFF. Note that while
ASEXMA emerged as a main GTZ partner, the only area of contact with
the SFF was related to GTZ’s support for Industrial schools in Santiago.
According to Palesch the main difference between SFF and ASEXMA was
that the former was more a political association, mostly lobbying with the
Government, while the latter was more oriented towards SMEs. But there
was also, as I see it, a problem of different values. This becomes clearer
when Palesch describes the characteristics of Chilean empresarios:

“Chile has been a very isolated country, for example, the form of
work of the companies is enormously authoritarian which means
that if you as manager do not pressure constantly your employees
your workers will become lazy, they are not given responsibilities.
We believe that this is something that has to change and we give
advice on that field as well. I would say that SFF is not of the most
modern associations on that area here in Chile.”132

Another important IO working towards the industrial sector was
EUROCHILE, a non-profit foundation created by the Chilean State and the
EU in 1992. Its objectives were to promote and consolidate economic,
commercial and technological links between entrepreneurs and private
companies in the EU and Chile. The activities were divided in different
areas such as Business Development, where the objective was to carry out
innovative technical assistance and training programs based on European
experiences. The Business Projects intended to promote and strengthen
economic and industrial co-operation between Chile and EU through the
creation of joint ventures. Business Co-operation offered services to local
and European companies aiming to establish specific business co-
operation agreements. ChileTech (Chilean Private Equity and Technology
Fund) was a joint project with Fundación Chile, CORFO and the IDB,
consisting of a risk capital fund venture aimed to assist SMEs. Within the
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frame of EUROCHILE, in 1994, an Eurocentre (Eurocentre for Enterprise
Co-operation) was created. This functioned as a network of Latin
American organisations (usually set up under the auspices of existing
organisations) that were responsible for the promotion and organisation of
activities taking place within the EU’s AL-INVEST and ECIP
programmes.133 EUROCHILE and the Eurocentre had thus different
budgets and activity areas. While the latter worked with programs relating
to business meetings, EUROCHILE concentrated on the following up of
contacts made between Chilean and European companies by offering
technical know-how, assisting in the organisation of fairs and participating
in the financing of joint ventures.134 The budget to finance such activities
was around 10 million Euros (about 8.7 million USD), half of it came from
the European Commission and the rest from the Chilean Government.

Like in the case of GTZ, I was interested in EUROCHILEs criteria to
evaluate a valid private sector interlocutor. According to the project
manager of the Eurocentre, Francesca Di Micco, these were centred on the
amount of members and the kind of work (services) that the organisation
offered to it’s members. When I asked her about their main interlocutors
towards the private sector, the answer was CNC, ASEXMA and ASIMET.
That is, those associations they believed embraced most companies. When
asked why the SFF was not included, Di Micco’s answer was that the core
of the SFF’s activities was directed towards large companies and the
primary objective of EUROCHILE was the SMEs. ASEXMA, she said,
had better channels toward their member companies and it was member of
the SFF mainly for political reasons. In practice, according to Di Micco,
the SFF did not have any idea on the problems of small companies.135

I will finally refer to the IDB that, as we saw in the 1960s, had a long
history in Chile. By the late-1990s, the core activities of the Bank were
oriented toward strengthening public institutions and the transference of
know-how to the public sector. But the Bank also had extensive outreach
towards the private sector. One of the tools that it used was the so-called,
‘Line of action’. That is, long-term loans directed through commercial
banks. Another instrument was the Multilateral Investment Fund (Fondo
Multilateral de Inversiones, FOMIN) established by the early-1990s to
assist the private sector. Its purpose was to strengthen institutions, human
resources and the SMEs. Along this line, with financing from the FOMIN
and the CNC, the IDB established alternative forms of solving commercial
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disputes. That was made through the so-called Arbitrage and Intermediary
Centres that functioned as extra judiciary entities. According to the
Director of the Chilean IDB office, Vladimiro Radovic, these entities were
much cheaper and faster than the national justice system.

With regard to the private sector associations, the Bank aimed to
strengthen their efficiency as service units. In other words, to become
subsidiary agencies of the companies. The major industrial association
affiliated to IDB projects was ASEXMA, as a representative organisation
of the SMEs. It received support for the creation of a centre of industrial
productivity (Centro de Productividad Industrial, SEPRI) that provided
services to SMEs in issues like market research, commercialisation,
planning, and internal modernisation. Concerning IDB’s criteria to
determine the representative sector association, as Radovic explained, it
had to do with the organisation’s ‘institutional capacity’. That is, it’s
human and financial resources. The first element was related to
administrative and technical capacity, while the second referred to
economic resources. As he pointed out, the Bank could also work with
weak NGOs if it found them interesting. Like EUROCHILE, the criteria
here appear to have been more subjective than rational. At the bottom, in
my opinion, there was a problem of sharing values, a same language and
isomorphing legitimate structures. Noting the conspicuous absence of SFF
as partner, I asked Radovic why CNC or ASEXMA and not the SFF. His
answer was that; “it may be because the SFF has not requested anything
from us…Everything we do is determined by the demand...the owners of
our projects are the countries and the benefited institutions.” However, like
the other IO representatives, he regarded the SFF as en elite association,
mainly representing big companies. Referring to this group, he said that:

“the Chilean empresarios are very conservative, they are the ancient
regime, very close to the military regime. The principal captains of
the industry were part of the public sector that later was privatised.
But they are also very professional, they may be conservative, but
they are good. This can be seen, for example, in the good
management of the technical education in the hands of the SFF and
the SNA that is now, probably, the post secondary institution of
capacitation with most prestige in Latin America.”136

Radovic’s words capture two salient features of the SFF empresarios: being
highly professional and very conservative. Looking at this from the light of the
World-cultural values dominating in the 1990s, I find a strong contradiction here.
My argument is that there was a clear alignment with World-culture in the first,

                                                          
136 Interview with Vladimir Radovic. Representative, in Chile, of the Inter-American

Development Bank (IDB). 04-11-1999. 
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but a clash in relation to the second. While professionalisation has been already
explained above, there is still more to say about the conservative element. Of
course, the word ‘conservative’ carries a strong subjective bias. As I see it, this
pattern became evident in the interaction with the global level. I will try to give a
better explanation on this ‘clash’ in next part by analysing what I see as a clear
example of it. That is, the SFF’s position during Pinochet’s arrest in England.

The Pinochet Case
In October 1998 General Pinochet was operated in a London clinic after

suffering back pain. When he woke up in his hospital bed, Scotland Yard
agents handed him a Spanish arrest warrant. The Chilean Foreign Ministry
protested, saying that Pinochet enjoyed diplomatic immunity that was not
recognised by the British Foreign Office. It was the point of departure to a
complicated and dramatic process that took place in British courts and
ended with a request from Chile’s government to free Pinochet on
humanitarian health grounds. After medical reports stating that Pinochet
suffered from a deteriorating mental condition and would be unable to
understand questions at a trial, the British authorities finally realised him
on March 2, 2000, after 503 days in detention.137

The General’s detention came as a shock to many in Chile, and
particularly among the SFF representatives. Their initial feeling to the new
situation was of fear and powerlessness. This was expressed by the CPC’s
                                                          
137 http://www.globalpolicy.org/intljustice/wanted/2001/pino2.htm. 27-03-2002.
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President, Walter Riesco, who said that; “if the pronouncement [of the
British court] is adverse to senator Pinochet, the situation in Chile will
become untenable…it could have dramatic consequences, including a
serious threat to our stability.138 In another public pronouncement the
empresarios (from the peak associations) argued that Pinochet’s detention
was a matter of ‘national dignity’.139 About this Tironi pointed out that
with Pinochet’s detention, many Chilean empresarios realised that the
formerly so idolised globalisation could become a threat and they soon
started to satanise it. Moreover, the detention demonstrated that Chile’s
insertion into the world was not only economic, but also embraced moral,
political and legal areas.140 To follow the position of the industrialists on
the matter, apart from interviews and the press review, I found very
interesting data in the minutes from General council where one can read
how Heiremans strongly defended Pinochet saying that; “President
Pinochet was a person that restored the country from ruins. He was one of
the most important persons for the industry in the history of our country,
because he created a nation with a different mentality.”141 He also appealed
not to forget history, remembering how he himself was physically, morally
and economically hurt by Allende’s government and accusing the Unidad
Popular. of stealing his company that was the product of 35 years of
family work. Heiremans words were an expression of the terror that many
empresarios felt towards a return of those days, something that even
gained paranoiac expressions.

Indeed, the deep identification of the SFF (at least the members of the
General council) with Pinochet increased at the same time as it revealed its
basic substance. But, mistrust towards the democratic system and a strong
link to the authoritarian period. Hence, they feared a return of socialist
government and what they saw as the ‘new’ faces of globalisation.
Lamarca’s words about this point at the council are quite revealing:

“…we are the only ones that can take resolutions consistent with the
national reality and nobody should come and intervene in issues that
has to do with our history and our society. And this is not only
expressed in a political issue such as this [the Pinochet case], but
also in the economic, commercial and environmental fields. We
[Chile] are full of environmentalists from other countries that try to
impose the norms from their countries.”142

                                                          
138 Diario Estrategia, 16-10-1998.
139 El Mercurio, 20-10-1998.
140 Tironi, 1999:59.
141 SFF (b), 1998.
142 SFF (a), 1998
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In a desperate move to save Pinochet, the empresarios sought the
support of British and Spanish private sector associations, as well as from
the Spanish companies in Chile (some of these were members of the
SFF).143 But their response was negative, particularly the Spanish,
something that raised angry response to boycott Spanish and British
products. The Spanish association was even accused of being racists since
“they look at us as sudacas.”144 The empresarios felt isolated, and there
were even people maintaining that the left had dominated the media, and
that the association had to become engaged in the political campaign to
prevent Ricardo Lagos from becoming President.145

One of the most ‘anti-globalist’ expressions came from Lamarca who,
referring to the Pinochet case, advocated that “we are playing in the big
game and not, as we thought, in the small one. Thus, we are fighting for a
much bigger issue, maybe against forces such as [Bill] Clinton in the U.S.,
the German [Gerhard] Schröder, Felipe Gonzales, Lionel Jospin, and
Brazil [referring to Fernando H. Cardozo]. This is then the fight in which
we are involved and it is important to have clear picture against who we
are fighting.”146 In another part, he comes a bit closer to what these
‘forces’ are about, explaining that the socialists of yesterday (referring
about Schröder, Gonzales, Jospin, Cardozo, and Lagos) had renewed their
ideas. All of them were working around a kind of:

“renewed humanistic socialism in which they take our economic
flags but decorate them with humanism, solidarity, equality and
everything that they always have thought before.” Hence, “beyond
the judicial issues of immunity, we are seeing another thing. When
the House of Lords made this pronouncement about Gral. Pinochet,
it was making a moral sanction, he is being humiliated, liquidated,
and then Mr [Jack] Straw147 can return him [to Chile], but with a
judgement, a moral judgement.”148

I want to highlight the ‘moral sanction’ that Lamarca speaks about. It
means, as I see it, that the enemies were no longer Marxists but (as he
suggested) ‘something much bigger’. A ‘new’ threat was expressed
through moral judgements and values transmitted through channels as the
British House of Lords, Bill Clinton and environmental or human rights

                                                          
143 El Mercurio, 21-10-1998.
144 These were Lamarca’s words at the meeting. Sudaca is a despising word towards Latin

Americans that is used in Spain (SFFa, 1998).
145Ricardo Lagos Escobar was the candidate of the coalition Concertación de Partidos por

la Democracia and is now President of Chile (2000- ).
146 SFF (a), 1998.
147 Jack Straw was Britain's Home Office Secretary during that period.
148 SFF (a), 1998.
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IOs. In short, he felt the pervasiveness of World-culture. The members of
SFF’s General council thought that supporting market economy and
becoming more proffessionalised (with the right profile) was enough to be
in tune with ‘globalisation’. However, with the Pinochet case they realised
that they were wrong, and the clash between deep-rooted Chilean
institutions (expressed through the empresarios) and World-culture
became evident.
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THE URUGUAYAN CASE

Puede en suma concluirse que es
ampliamente compartida la opinion de que
Uruguay necesita una política industrial
explícita.149

After the dramatic downturn of the early-1980s the Uruguayan
industry, between 1986 and 1987, started a period of ‘post crisis
recuperation’.150 After this short period of growth the manufacturing sector
began to decline between 1988 and 1993. In 1994, the industry recovered,
stimulated by a general economic growth in the region. Still, it was not
until 1997 that the sector reached the level of 10 years before. Looking at
this development from a long-term perspective, the share of industry in the
GDP decreased from 30 to 20 percent, between 1973 and 1997.151 On the
employment side around 75,000 jobs were lost between 1988-1998.152

When analysing the patterns of ownership, there were lines of continuity
with the 1960s. In spite of these changes, many old patterns of industrial
ownership still remained: a) persistence of family groups in ownership and
direction of the companies; b) an almost non-existence of stock
corporations and fusion of companies; c) scarce investment of own capital
in the company; d) little diversification and high dependency in processing
national raw materials; e) scarce participation in areas of advanced
technology.153

The Uruguayan market was, to a large extent, dominated by
oligopolies. Most of them were national companies that had been benefited
from the State’s protection.154 These were characterised by little intra-
company co-operation with no clusters,155 industrial districts or industrial

                                                          
149 In Arocena & Bortagaray, 1996:55.
150 Rocca, 1998:14.
151 Figures elaborated by the CIU’s department of studies.
152 According to the CIU estimates, with figures from the INE, the industrial labour force

went down from 171,394 in 1988 to 96,059 in 1998. By 2001 the estimate was of
74,382. See http://www.ciu.com.uy/informe/produccion_archivos/sheet006.htm.

153 Buxedas, 1992:14-18.
154 Buxedas, 1992.
155 Following Michael Porter´s work on the issue, Esser refers to the interaction of

companies to promote common objectives to improve their competitiveness (for a
deeper discussion read Esser, 1998).
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conglomerates.156 In the same direction, a recent study on the metallurgy
sector (metal mecánico) notes the predominance of SMEs, the lack of
heavy industry and the weak intra-industrial integration. However, it
revealed though that there were changes during the 1990s in this sector. On
the one hand, a growing export-orientation and more interest to increase
the competitiveness of the companies through the training of personal, on
the other.157

Speaking specifically about the CIU, contrary to the SFF, the support to
the regime was more tacit than explicit and it never gained the influence
that the SFF had in the Chilean ‘pragmatic period’. Neither did the CIU
remain faithful to the regime like their Chilean counterparts. When faced
with a severe economic crisis in the early-1980s, the CIU (and other
Uruguayan private sector organisations) withdrew support to the military
government that finally fell in 1984.158 But the CIU did not actively
support the broad opposition movement against the regime. There was
nothing in Uruguay like the Chilean movement Empresarios por el
Desarrollo. The CIU chose instead to maintain a low profile except for
demands to support the industry, which in practice meant continuity of the
traditional way of doing things. There was also continuity in lack of an
own empresario views on what economy and society should be like.

With the return of Democratic institutions, the Uruguayan empresarios
went back to the old rules of the game, remaining absent in policy-making
and reaffirming their traditional subordination to the State apparatus. That
is a period that Caetano defines as of ‘reconstruction of identities’.
Analysing this period Caetano, like Real de Azúa, speaks about the
weakness of the entrepreneurial associations owing to the poor power
constellation from which they were originated. Secondly, he refers to the
feebleness of the oligarchy and a strong tendency of State involvement
(estatismo) over civil society. Thirdly, the empresarios were politicised
and affiliated to predominant party centred networks.159 While the Chilean
government (in many key issues) shared the initiative with the SFF (that
had acquired an own line of action) in Uruguay, “the government pointed
out a one way traffic road and we just followed it.”160

But, the sweeping changes of the 1990s and the World-cultural models
did not pass without touching the CIU. On the contrary, as I will show
below, there have been important transformations. Let us begin here with

                                                          
156 Esser, 1999:166.
157 Stolovich & Quijano, 2000:121.
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159 Caetano, 1992:27-28.
160 Interview with the executive of the CIU, Walter Sarubbo, 01-12-1999.
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the national level and an overview of the State’s industrial policies during
the 1990s.

National Level

The State and the Industry
In the 1990s Uruguay entered what Lanzaro has labelled the ‘second

transition’. While the ‘first’ was principally related to the democratic
consolidation during of the first post-military government, the ‘second’
pursued deep reforms of the State, society and of the country’s regional
and international links.161 These are basically the same elements contained
in what I call the second World-cultural wave that were already underway
during the ‘first transition’. After the military regime, the new democratic
authorities launched proposals around the ‘Reform of the State’ that would
change the part of the administration, which worked towards the industrial
sector. One of the most salient aspects of the ‘reform’ was related to the
construction of structures to improve “competitiveness” in both public and
private sectors. This was to be achieved not through devaluation, but by
dealing with excess local costs at the source.

The Uruguayan program of reform contained components such as
deregulation, privatisation, decentralisation and reducing bureaucracy. One
example of measures in this direction was the 1990 Accountability and
Financial Administration law162 that intended to change the system of State
procurement and to reduce the number of public servants. Still, despite the
efforts to reduce personal, there were still more public servants in 1998
than in 1969 (223,000 respectively 213,000). This is striking, even though
there had actually been a reduction of some 20,000 employees during the
second half of the 1990s.163 Another example is The Executive Committee
for the Reform of the State (Comité Ejecutivo para la Reforma del Estado,
CEPRE) was created in 1996 with financing from the IDB to modernise
the State. The objective of CEPRE was to support the OPP that was the
responsible unit to technically assess, diffuse and co-ordinate the proposals
of State reform. These proposals were formulated in a decree in 1995,
where it was stipulated that the objectives of the reform were: a) to support
the commitments of the executive in relation to the formulation of its
mission and objectives in sectoral policies, b) the establishment of
evaluation mechanisms, c) decentralisation, d) elimination and outsourcing
                                                          
161 Lanzaro, 2000:25.
162 Ley de Contabilidad y Administración Financiera del Estado.
163 Interview with Correa Freitas, director of the ONSC in www.espectador.com, 24-02-

2000.
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of activities that implied duplication of duties, and c) rationalisation of
resources.164 In an effort to give CEPRE a strong position and to integrate
different spheres of the administration, its board was integrated by the
Director of OPP (as president), the Minister of Economy and Finance, and
the Director of the Civil Service Office (Oficina Nacional de Servicio
Civil, ONSC).

There had already been some reforms in the industrial sector before
CEPRE. In 1990, the National Directorate for Crafts and SMEs (Dirección
Nacional Para la Pequeña y Mediana Empresa, DINAPYME) was created
to channel the MIEM’s attention towards smaller companies. The
DINAPYME also worked as an intermediary for resources from NGOs,
principally from INGOs that accounted for a large part of the resources
given to small and micro entrepreneurs. These resources were generally
given as loans, but also as co-operation assistance to improve information
services and export promotion activities.165 When CEPRE started to
operate, it tried to speed up the formulation of proposals aimed at
reforming the MIEM. That resulted in the creation of a new unit under the
Minister of Industry called the National Directorate of Industries
(Dirección Nacional de Industrias). Its objective was to centralise
industrial development policies and improve the competitiveness of the
national companies, which also implied helping companies to integrate
with MERCOSUR’s working groups related to industrial activities.

Under the guidelines proposed by CEPRE, the MIEM was intended to
become more service oriented by offering technical advice to companies,
developing mechanisms for participation of empresarios and labour in the
elaboration of policies. Finally, it would also act as a technical entity to
assist the industrialists around trade and quality regulations. One of the
most frequently mentioned activities of the MIEM along its new
commitments was the organisation of the Construction of Agendas to
Improve Industrial Competitiveness in 1991, which was financed by
IDB.166 The central aim of this activity (known as Competitivety
Agenda’s) was to encourage the understanding and knowledge about the
interest and needs of the entrepreneurs, as well as improving the
interaction between different sectors. Around 700 empresarios from 24
sectors were invited to elaborate agendas in issues such as, quality,
empowerment, innovation, technology, and SMEs. The MIEM also invited

                                                          
164All this information is available at the Uruguayan government’s homepage,

www.cepre.opp.gub.uy/sitio/antecedentes/antecedec.htm 28-03-2002.
165 For more information read http://dinapyme-redsur.mailcom.net/princ.htm 28-03-2002.
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57 consultants and, 139 representatives from different academic
institutions and 40 officials.167

Besides the MIEM, there were other important public organisations
working with support of the industrial sector; the National Development
Corporation (Corporación Nacional para el Desarrollo, CND), the
BROU, the Technical Laboratory of Uruguay (Laboratorio Tecnológico
del Uruguay, LATU), and the Export and Investment Promotion Institute
Uruguay XXI (Instituto de Promoción de Inversiones y Exportaciones).

The CND was created in 1985 to give long- and medium-term credits
and to participate as shareholder in private companies that needed
support.168 The corporation was not aimed to work with long-term
development policies. Rather its commitment was to rescue companies that
were badly affected by the 1982 crisis. It worked in isolation and lacked
the resources and political will to make integrated policies with other
agencies and it was headed by politicians, who dominated the board.
Moreover, the word ‘development’ in its name should not be associated to
any kind of long-term thinking nor State development policies. It is more
accurate to use the word ‘rescue’ instead of ‘development’.169 Speaking
about the BROU, by the end of the 1990s, it was still important for the
private sector in spite of the many years of reforms and neo-liberal
discourse. In some aspects it became more important than in the 1960s
since it developed new ways to assist companies, e.g. export promotion-
oriented activities. It also channelled resources from multilateral banks and
development agencies.170

In the case of LATU,171 it was assigned to support quality improvement
of national products, diffusion of modern organisational techniques, new
technologies, and human resources. The LATU was also commissioned to
work with trade promotion activities that were oriented towards SMEs that
assisted with technological development programs. In a way, the LATU of
                                                          
167 MIEM, 1999.
168 Pertrissans & Freiría, 1988:126.
169 Today, however, even the word ‘rescue’ is being questioned. Recently, a parliamentary

report stated that according to the CNDs 2001 budget, the corporation had lost some 63
percent of its assets. The report does also put a question mark on the apparent lack of
technical criteria for both the selection and evaluation of companies assisted by the
CND. See, http://www.espectador.com/principal/documentos/documentos.htm 2002-
11-19, and http://www.espectador.com//perspectiva/per2002-11-14-7.htm.

170 The BROU participated in 30 percent of the financing of exports during 1999 (BROU,
1998:21).

171 The LATU was created by the State in 1965 with the name Laboratorio de Análisis y
Ensayos (LAE), and its objective was to work with control and certification of
products. The LATU is still financed with public funds, but it has nowadays a mixed
direction with representatives from the MIEM (The Minister is President of LATUs
Board), the CIU and the BROU. See www.latu.org.uy/informacion.html.
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the 1990s was inspired by the work of Fundación Chile but had a much
broader range of activity. An example was LATU’s commitment to export
promotion with the creation of own organisation, PromoExport, whose
purpose was to assist export interested SMEs.172 In the area of trade
promotion, we find another para-governmental organisation (PGO),
Uruguay XXI. It was created in 1995 to co-ordinate activities between
public and private agents, and to facilitate the internationalisation of
Uruguayan companies. It’s board was composed by the Minister of
Economy and Finance, the Minister of Foreign Affairs, the Director of the
Institute, and three representatives from the private sector (including the
CIU). Even if the original aim was to create an organisation like ProChile,
Uruguay XXI remained a small entity without resources to do the same
work as its Chilean counterpart. In year 2002, the budget of the Institute
was of around 1 million USD and had a staff of 12.173 As Klaus Esser
remarks,174 the main problem of this institute (and the Uruguayan public
sector in general) was more organisational than economic. In a study on
the Uruguayan export promotion system, Esser analysed the efforts made
throughout the 1990s to improve the competitiveness of the companies. He
concluded that Uruguay had a weak institutional base to organise an
efficient export promotion (EP) system because:

“Even if it is true that there exists a considerable number of entities
and support programs in different areas (as information or quality
improvement), it is also true that these specialised efforts (enfoques
aplicados) are isolated of each other. There is a need of a central co-
ordination because the distinct commitments are not sufficiently
delimited, the services offered are many times superposed, there are
not enough links with the users (usuario) in the interior of the
country where there are few instances to which the interested can
turn to.”175

This structure had, in particular, a negative effect on the SMEs since (as
Esser explained) the empresarios had to turn to many different entities in
order to gather information. It has also been said that around 51 different
agencies were doing the same thing as Uruguay XXI, and almost without
co-ordination.176 But that problem did not only exist around trade-
promotion organisations (TPOs). In an evaluation made by the accountant
Darío Saráchaga, similar problems were found in the area of Science and
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Technology.177 Saráchaga’s study points out the absence of common
strategies or prioritisation of areas as well as the lack of sectoral State
policies. The latter point is particularly important since State entities or
PGOs made 90 percent of the activities related to science and
technology.178 Like Esser, he alludes to the predominance of policies
privileging isolated demands instead of co-ordination and integrated
policies.

What we find here is a continuation of certain institutional patterns
inherent in the public administration. A closer look at the composition of
the boards of the different entities mentioned above reveals the strong
domination of the political parties. The leading executives were generally
politically appointed and belonged to leading political parties like the
Blanco or Colorado. Particularly the Colorado party since it had been
more years in government and was very dominant within the State
apparatus. As a Colorado Senator expressed; “evidently, we are the State
and therefore regard State issues as our own, and our greater
responsibilities implies political leadership of the country.”179 This
affiliation in the State did also meant that political clientelism was still an
important institution in Uruguay. There were few técnicos without party
attachment at the leading posts of the entities mentioned here. Moreover,
many of the people selected to occupy leading posts did not even have a
professional profile for the assigned task. The director of DINAPYME, for
example, was a dentist.180

Even if some units (for example the OPP) were highly technocratic,
they worked in isolation without much co-ordination with other spheres of
the State or private sector. Jorge Lanzaro, find that the State has increased
its centralisation of policy management and that clientelism has changed
due to new forms of relations between society and politicians induced by
the reforms.181 In what refers to his ‘centralisation’ argument, it is probably
true for some aspects of the party structure, but I have difficulties to see
this in the areas analysed in this study. In sum, without denying that there
have been (and still are) important efforts to change policies in Uruguay, I
find that these have been absorbed by institutions that (using Real de

                                                          
177 The study was made on behalf of the National Council of Scientific and Technological

Research (Consejo Nacional de Investigaciones Científicas y Técnicas, CONICYT).
178 Saráchaga, 1997.
179 Senator Wilson Sanabria interviewed in Diario La República, 10-25-2000.
180 The current president of Uruguay XXI, Angel Angenscheidt, is owner of an import
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import companies).
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Azua’s concepts) acted as a ‘brake’ over those intending to promote
‘push’. Let us now explore the evolution of the CIU during the 1990s.

Structure of the CIU
In 1998, the CIU celebrated its centenary with a big reception in the

halls of the LATU. The President of the Republic as well as many other
relevant political and entrepreneurial personalities attended the event. A
special stamp was released by the postal department to commemorate the
occasion as recognition of the Chamber’s role in the national arena.
Among the events organised during the celebration, was an industrial fair
called Feria del Centenario. About this, the president of the CIU, Diego
Balestra, made an interesting comparison with a similar fair organised for
the Chamber’s 50th anniversary. That one, he recalled, was organised by
the government, and the CIU played only a modest role.182 This was meant
as a contrast to the centenary fair where the CIU intended to show an
increased independence from the State.

Another sign of a new image was given by the initiation of the
construction of a new building for the Chamber which was bigger than the
current one and located in an area near the LATU and PromoExpo (with a
permanent exposition of Uruguayan export products). Moreover, in spite
of the decreasing role of the industry since the 1960s, the CIU appeared to
be more representative than before. According to Balestra, it grouped 1400
members (individual companies and associations) that represented around
90 percent of the national industrial production.183 Furthermore, the
number of associations affiliated to the Chamber had almost doubled since
1966, increasing from 39 to 62.184 The question is to what extent was the
Chamber representative of the approximately 20,000 Uruguayan industrial
companies? Moreover, were the festivities of the centenary only a façade
of more independence from the State or was there really a change since the
patterns described in the 1960s? Before going deeper into these issues, let
us first take a look at the Chamber’s structure in 1998.

Analysing the changes in the role of the Uruguayan private sector
associations, Jorge Lanzaro highlights two issues as particularly relevant:
a) the adjustment policies and b) the integration with MERCOSUR. These
have pushed towards a process of differentiation and complementarily
among the associations marked by increasing specialisation.185 If we talk
of the CIU, there was (during the 1990s) an impressive transformation
towards services. These had an objective, to improve the competitiveness
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of the members. Along this line, the CIU started to offer services such as:
1) studies for improving competitiveness with the help of own
professionals but fundamentally using a broad network of consultants, 2)
selling services to assist with the appliance of the REFA methodology (see
below), 3) offering consultants (own and external) in order to help
companies with the elaboration of development and investment projects, 4)
assisting SMEs with the adaptation to quality standards as ISO 9000, 5)
developing marketing strategies, 6) logistic and maintenance of equipment,
and 7) developing human resources.186

Another way of observing the new commitments of the CIU is by
comparing the organisational chart at the end of the 1990s with the 1966
chart. As you can see in figure 10, most of the commissions from the
1960’s have retained the same name in the 1990s.187 But new issues such
as environment and foreign trade have acquired a high position. In the case
of foreign trade, there already existed a commission working with this area
in 1966 (the Assessment Commission of Free Trade Area). Its role was,
however, only to give assessment on issues of the LAFTA negotiations,
and it was of lower rank under the departments. The 1998 Commission of
Foreign Trade was instead seen as of key importance for the sector and it
had a much broader range of activity. Without doubt, this was the
commission that attracted most participants. If the average participation in
commissions was of around 15 people, Foreign Trade was outstanding
with its 37 members (more about it below).

Another new commission (comparing with 1966) was the Commission
of Environment. This was created in the 1990s but there was not much
activity around it, far less than the Chilean one that was granted ample
space at the SFF annual report. It may have been so because it appears that
the State did little on the matter. The State Commission, Environmental
Assessment Commission (Comisión Asesora de Medio Ambiente,
COTAMA),188 created to promote environmental issues, had scarcely any

                                                          
186 Espacio Industrial, 1998:54-56.
187 CIU, 1998:10-11.
188 COTAMA was created in 1992 and it is a unit under the Ministry of Housing

Territorial Order and Environment. Its board was integrated i.e. by representatives from
the other Ministries, the private sector, Labour Union, NGOs, Municipalities and the
University. For more information see http://www.dinama.gub.uy/cotama/index.html .
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Source: CIU, 1998.
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mentions at the CIU’s annual report. Something that also stands in contrast
to the role that the National Environmental Commission (CONAMA) had
for the SFF. A third new unit at the CIU, was the Commission of Science,
Technology and Quality. This commission received a bit more space than
the other in the 1998 annual report, something that is not surprising since
this area, as I will show below, was one of the two with largest
concentration of services (the other was export promotion). One can see
that very clearly in the annual report, where there are plenty of mentions to
different programs. Continuing with the new commissions, we have the
one of Relations with the Interior (‘interior’, in Uruguay, refers to the
national territory outside the Montevideo area). Being representative for
the whole country had always been an historic aim of the Chamber, but it
is still a problematic issue. Something that I found remarkable, considering
that Uruguay is such a small country. In spite of the desire to have national
representation, there has not been much effort towards achieving this. The
1990s meant a change and the issue gained a more prominent position by
becoming a commission. As we will later see that this happened in the
1990s is not just a coincidence. Nonetheless, this was one of the
commissions with fewer members - seven. Among the commissions that
retained (more or less) the same name from the 1960s was Economic
Issues and Investment Promotion189, but its activity had changed.
Contrasting with the SFF, the CIU had not done much own research about
economic issues, with the exemption of COMCORDE’s early period.

The 1990s came with a renewed emphasis on research-oriented activity.
There were, however, no long-term policy proposals but only a
concentration on distinct economic indicators (mostly statistical work).
Two examples of how this was made public were the CIU’s Monthly
Industrial Survey and the Statistical Bulletin that became points of
reference for those interested in following the development of the sector.
We could say here that after two decades of low profile in this field, a new
approach emerged during the 1990s. This was probably a consequence of
the process that started in the late-1980s where the organisation became
more focused in broadening its research capacity. Paradoxically, after
increasing the research staff in the early-1990s, it was reduced again by the
end of the decade but it didn’t mean that less work was done. A reason was
that, like in the SFF, there was a change in the work methodology. Instead
of relying on own employees, the CIU increasingly worked through a
network of consultants (see below). This will be further analysed below.

                                                          
189 In 1966, called, Commission of Economic, Financial and Industry Promotion Issues

(see figure 2).
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Let me at this point add some final comments about the other
commissions. The Commission of Social and Labour Relations also
existed in 1966. As the annual report informs, in this area, the CIU
participated in different commissions related to projects of law. But the
most mentioned here was MERCOSUR and a discussion around the social
dimension of the block. Otherwise, this area didn’t appear as involving
much activity. The same was true for the other commissions were we find
at the bottom. Relations with the Parliament with only three participants.
Most of the work of these Commissions, and those mentioned before, was
based on a close relation with the State, which is the issue of next part.

Areas of Interaction with the State
The State had by far the largest amount of the mentions in the 1998

annual report. I include here all the PGOs as Uruguay XXI or the LATU,
which was the most mentioned one in this group. After the LATU, as you
can see in Figure 11 below, we have the Parliament and the MIEM.
Comparing with the 1966 annual report, other issues appear as relevant
changes. One was the scarce mention of the BROU, something that could
be expected due to the changes in the role of the Bank. Secondly, that the
single most mentioned entity was not from the national level. It was a
regional organisation, MERCOSUR, which actually got more mentions
than all Ministries together. A third element was the fact that the public
entities (including the PGOs) mentioned in the 1998 report, more than
doubled the number of mentions from 1966. That increase was to a large
extent made up by the emergence of a myriad of PGOs (many of them co-
financed by IOs) during this period. It is however problematic to divide the
CIU’s interaction with the State in terms of areas linked to specific
organisations as I did for the Chilean case. The problem I found was that
the State agencies or PGOs did not have a clear-cut line of work but
intervened in different areas, many times overlapping each other.
Nevertheless, I will take as parameter the three most mentioned
organisations in the annual report and analyse their interaction with the
industrial sector. These are a good showcase for an analysis of the
CIU/State relation and compare it with the 1960s.
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Source: CIU, 1998.

In spite of being one of the most mentioned public units, the MIEM’s
importance for the CIU has dwindled since the 1960s. As an official told
me, it was not longer the ‘hall of lobby’ that it used to be due to the
lowering of tariffs and subsidies.190  I would say that it went through a long
period of ‘identity crisis’ until the reforms of the 1990s where it was given
a new role as co-ordinator of services, as a link to MERCOSUR and, as
promoter of support programs for SMEs. Yet, despite efforts like the
‘Competitivity Agendas’, the empresarios has a rather negative view of the
Ministry. One of them explained this to me by saying that the “MIEM does
not exist in reality”, pointing out that it was rather a part of the clientelistic
party agreement. It is indeed suggestive that when there was a Blanco
government, the Minister was a Colorado and when the Colorados were at
the government, the Minister was a Blanco.191

A study made by CEPAL noted that a significant proportion of
companies interviewed, maintained that they did not consider convenient
the participation of the Ministry in ‘Complementary Programs’. (That is,
those related to the formation of clusters, export consortiums and different
kinds of networks). There was fear over excessive bureaucratisation and an

                                                          
190 Interview with Elda Morales, technical adviser of the Minister of Industry, Energy and

Mining. 1999-12-30.
191 This was the case during the Colorado Jorge Battle’s government (2000-   ).
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overall perception that the Ministry lacked a real understanding of the
company’s reality. According to CEPAL’s report, this opinion was also
shared by the representatives from PGOs and IOs that “confirm a fragility
of the Ministries image.”192

Not surprisingly, CEPAL’s report (already forgotten somewhere in the
Ministry) was commissioned by the same Minister that created the
Agendas, Primavera Garbarino. But she remained as Minister only for a
few months and external evaluations of public entities (like CEPAL’s) are
an exemption in Uruguay. The same was true for Garbarino’s initiative
with the Agendas, a measure about which I found a general approval of it
among the empresarios that I interviewed and those that appeared in the
press. The Chamber did actively participate in this activity and hoped that
it would help to institutionalise new information channels with the MIEM.
Still, two years after that initiative little or nothing has continued. In the
same vein as Esser and other analysts cited before, CEPAL’s study
concludes that the policies developed by the State were not incorporated
into a global vision (visión de conjunto) of the sector. It also point out a
lack of guidelines concerning policies to promote industrial
competitiveness. Hence, the tools designed to support SMEs (a major
commitment of the MIEM) were not clearly articulated along a clear line
of action.193 The State’s attention has, instead, been centred on short-term
macro economic issues. There were then good reasons for scepticism
among the empresarios. Still, on the wall in the corridor of the Ministry,
there was a proud sign of global organisational efficiency: an ISO diploma
obtained in the year 1999 and confirmed in 2000.

Another organisation with many mentions was the LATU and it is no
accident that the CIU decided to construct its new building near this
institute. But the LATU did not only mattered in practice, this interaction
had a strong symbolic component since the LATU was the biggest
technological laboratory of the country. It was associated with quality, new
technologies and modern standards, giving then a better profile to the
‘modern’ image of the CIU. In what concerns the interaction, there was a
close collaboration in the areas of education where the LATU participated
in the Technical Management Centre (Centro de Gestión Tecnológica,
CEGETEC). The aim of this centre was to provide companies with
services like information, technical assistance, training and orientation of
project execution. The CIU also established a common service
organisation with the LATU (and others) called National Service of
Entrepreneurial Support (Servicio Nacional de Apoyo Empresarial,

                                                          
192 CEPAL, 1998:72.
193 CEPAL, 1998:14 and 62.
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SENAE). This organisation, partially financed by GTZ (more if this
below), aimed to assist small companies creating a “solid human network
that would give priority to personal contacts.”194 The idea was to establish
local offices (to be near the empresarios) connected to a computer system
through which they would receive services from the LATU and the CIU.195

The LATU was also an organisation certified by ISO, and it is also
authorised to certify other companies with ISO stamp.

In relation to the Parliament, that was one of the most mentioned State
entities, there appeared to be a change in what refers to interaction with the
CIU (comparing with 1966). As you can see in figure 10, in 1998, there
was a particular Commission of Relations with the Legislative Power. This
commission was committed to follow up legalities concerning the
industrial sector and to support the CIU’s member associations to present
their position or alternative proposals to the national representatives. An
example of ‘lobby activity’ was the repeated visits to all the political
parties in the Parliament to inform them about the industrial sector’s
problem due to the Brazilian devaluation in 1998.196 It appears that the
Chamber was better organised in influencing the legislative process.
According to the empresarios, the Parliamentarians generally lacked
knowledge about the sector and there were hardly any institutionalised
channels to exchange opinions. However, one should be careful in drawing
conclusions from the existence of a commission, as we have seen above,
there was little participation by the members.

For a broader analysis of CIU/State interaction we have to go beyond
the mentions and look at the activity areas. Here, the foreign trade related
activities appear as one the major ones. It is here that we observe one of
the most relevant elements of change. As stated above, the CIU’s during
the 1970s had been institutionalised in the foreign trade area through the
CAUSE and PEC agreements. But the MEROCOSUR membership meant
a gradual end to sub-regional quotas established in the other two treaties,
reducing then an important element behind the CIU’s interaction with the
State. This had a negative impact on the Chambers revenues from the
issuing of certificates of origin linked to CAUSE and PEC. Although, there
were new points of interaction with the State in relation to MERCOSUR,
the CIU definitely lost the privileged position it had acquired during the
1970s.

                                                          
194 Espacio Industrial p.44. No. 3 Septiembre 1998.
195Interview to Diego Balestra, president of the CIU:

http://www.espectador.com/text/ent11112.htm. 12-11-1998. Read also, SENAE Nr. 2,
Mayo 1998.

196 CIU, 1998:32.
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Speaking about the foreign trade area, the Uruguayan President, like his
Chilean counterpart, invited empresarios on his official tours. There were
also contacts and official participation with trade promotion agencies
(TPOs) as Uruguay XXI or PromoExpo. However, in spite of SENAE, a
major problem of the trade promotion system was that each organisation
had different databases without integrating the distinct sources of
information.197 There are few real figures showing how many empresarios
were involved. My inquiries at the Chamber revealed that few had a real
clue about the system as a whole. The same impression was revealed in
CEPAL’s study which states that:

“…none of the institutional representatives interviewed reported the
use of indicator that allowed to determine the effectiveness and
efficiency of the programs. The programs supported by international
co-operation anticipate some kind of evaluation since the use of
funds has to be motivated, and the institutions have some kind of
guidelines on the matter. However, in general terms they to focus on
a quantification of the number of received and attended requests,
before an evaluation in the reach of the services they give.”198

Most of the programs were oriented towards SMEs. But according to
CEPAL, even here there was a lack of specialisation and division of labour
among the many different agencies. Something that indicates to a
duplication of efforts in certain areas, particularly those focusing on
business meetings, in which the CIU was highly involved. Furthermore,
even if the programs were directed towards small companies, they could
end up supporting bigger companies.199 Going back to the mentions, it
could be said that the importance of the State had increased. Yet, that does
not seem to be the case of the CIU’s official participation in public entities.
Contrary to the SFF’s 1998 annual report, the CIU’s report (like in the
1960s) contains a table with entities in which it had representation. Yet, it
must be said that some entities, like COTAMA or the Social Insurance
Bank (Banco de Previsión Social), were not included. Nonetheless, as you
can observe in table 8, the list is far shorter than that of 1966. Gone were
all the commissions and comptroller units of imported products, tariffs or
quotas that surveyed the ISI system. Gone was also the CIU’s position at
the BROU. Instead, there is a greater participation in commissions related
to different quality issues. There is also a larger number of entities working
specially with SMEs, and with participation of global and regional level

                                                          
197 CEPAL, 1998:62.
198 CEPAL, 1998:69.
199 CEPAL, 1998:62.
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organisations. Does this mean that these organisations have become more
influential?

In this context I repeat the hypothesis stated in the beginning, that from
the perspective of the CIU, the State has become more important as a
channel of institutions and resources stemming from the global level. It is
true that the State also did that in the 1960s, yet, at that time it was almost
the only channel. In the 1990s, partly due to it’s own withdrawal, this
position has been increasingly challenged. Other national organisations
acquired the legitimacy, position and (let me add) money, through their
linkages to the global and to some degree, regional levels. One of these
was (or at least intended to be) the CIU. Let us now examine how much
the changes in the Board of Directors can tell us about the ideas mentioned
above.

Table 8.  Entities with CIU Representatives, 1998

Union de Exportadores Subcomite Premio Nacional de
Calidad

LATU CIU-GTZ-SINAFOD
Consejo Industrial del MERCOSUR ANEP

COMISEC Universidad Politécnica de
Valencia

Instituto Uruguayo de Normas Técnicas Ministerio de Salud Pública

Ministerio de Ganadaria, Agricultura y Pesca Comisión Asesora Honoraria de
la DINAPYME

Junta Nacional de la Granja. Reconversion de la
Ganja. Ministerio de Ganadería, Agricultura y
Pesca TIPS

CONICYT. Ministerio de Educación y Cultura Intendencia Municipal de
Montevideo

Comite Consultivo en Areas de Tecnologia,
Calidad y Productividad Comisión Asesora en Pymes

Comité Ejecutivo Programa Bolivar Grupo Promotor para el
Desarrollo de Montevideo

Comité Nacional de Calidad

Comité Consultivo de la
Comisión Técnica
Guvernamental del Ozono

Junta Nacional de Empleo

       Source: CIU, 1998.

In this context I repeat the hypothesis stated in the beginning, that from
the perspective of the CIU, the State has become more important as a
channel of institutions and resources stemming from the global level. It is
true that the State also did that in the 1960s, yet, at that time it was almost
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the only channel. In the 1990s, partly due to it’s own withdrawal, this
position has been increasingly challenged. Other national organisations
acquired the legitimacy, position and (let me add) money, through their
linkages to the global and to some degree, regional levels. One of these
was (or at least intended to be) the CIU. In the ensuing section, I will
examine how much the changes in the Board of Directors can tell us about
the ideas mentioned above.

The Board of Directors in the 1990s
The analysis of Table 9 below was in many ways surprising for me.

First, because of the low number of professionals among the Board
members, something that contrasts with the new service oriented profile of
the CIU. It also contrasts with the 1966 Board of directors that, contrary to
my expectation, had more professionals than in 1998. This is even more
surprising if we take into account that the number of managers had
increased. Like in 1966, none of the board member’s had a foreign degree.
Another feature that stands out is that none of them in 1998 had (or have
had) State employment. This aspect also stands in contrast to the 1960s
where at least two of them were State employees. If we take the members
of the Board as a representative group of the leading Uruguayan industrial
empresarios, I would say that the professional profile is rather poor. This
is evident when comparing them with their Chilean counterparts and with
the CIU board of 1966. In the case of SFF there was not only an increase
of professionals and executives, but also of foreign exams. Unfortunately, I
could not find any study on the professional profiles of the Uruguayan
directors as a whole. But, if we accept that the 1998 board is representative
of the sector, I would say that since the 1960s there has been a steady
decline in the level of professionalisation among the directors. This is
particularly dangerous for a country opening to the world-economy.

Besides the professional profile, there appears to be continuity in other
aspects for the sector in general. Many board members represented family-
owning companies and few of these companies had any real international
insertion. In spite of the liberal oriented reforms, the leading generation of
Uruguayan directors emerged in an environment that required more social
than professional skills. A system based on personal relations appeared to
be easy in Uruguay because of its small population, the majority of it
concentrated in Montevideo. Many issues were solved at the traditional
asados (barbecues) where empresarios, politicians and officials met. This
feature has also been noted in the CEPAL study mentioned earlier, which
maintains that albeit efforts to institutionalise information channels they
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Table 9.  CIU Board of Directors, 1998

Name Profession University Foreign exam Company Post b State involvement Economic Group Exporter (X)

Diego Balestra Agronomist UROU a - Harden S.A. Owner - Own -
Gualberto Rocco - - - ATMA S.A. Manager n.d. Bakirgen X
Rafael Sanguinetti - - - Alambresa S.A. Manager n.d. n.d. n.d.
Luis Panasco - - - Luis Panasco S.A Owner - Own -
Alberto Boix Accountant UROU - FUNSA – TITAN Manager - MNC X
Washington Burghi - - - Gilburg S.A. Owner - Own -
Juan Jose Arocena - - - S.A. Viticola Uruguaya Owner - Own X
José Astigarraga - - - Santa Rosa Autom. S.A. Manager - Own -
Daniel Dymenstein - - - Dymac S.A Owner - Own X
Alfredo Köncke - - - Lemu S.A. Owner - n.d. -
Helios Maderni - - - Cía. Bao S.A. Manager - Own X
Níber Mendoza - - - Cromo´s S.A. Owner - n.d. -
Rosario Olaso - - - Paycueros S.A. Manager - MNC X
Rúben Ordoqui Engineer UROU - Fca. Nac. de Cervezas Manager - MNC -
Carlos Oyenard - - - Proteínas Uruguayas Owner - Own X
Juan Jose Zorrilla - - - CONAPROLE Manager - CONAPROLE (d) X

Source: CIU, 1998 and Interviews.
a. Universidad de la República Oriental del Uruguay; b. With more than 15 percent of the company shares;  c. Data from the CIU
d. Not a group but a single company;  e. I could not get data on the amount of exports, but by the late 1990s most of these companies were almost totally
dependant on the home market.
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were of little success. Taking up the CEPAL view, I would say that the
problem is not in the asados or in Montevideo concentration, but in the
fact that; “a majority of the contacts were individually initiated which give
importance to the trust in own networks rather than those encouraged by
the State or other entities.”200

Table 9 brings out another feature related to the industrial sector and to
the CIU’s traditional image as a “club of big companies”. Even if the
organisation still grouped the big industrial companies, many of these had
disappeared. Thus, if we compare the 1998 board with that of 1966, we
find more SMEs in the former. In 1998, the President of the
Chamberhimself had a small company with around 23 employees. This
new structural situation may have been an incentive behind many changes
(or intention of change) in the Chamber. An important sign of change was
the election of new authorities in 1992. For the first time in twenty years,
different lists of candidates to the board were presented. According to the
political scientist Cristina Zurbriggen, almost 50 percent of the members
participated in the election, in contrast to the 3 percent (around 50
members) that usually used to vote.201 This also meant a stronger
participation of SMEs. In an unusually open debate, the members
demanded a more aggressive policy both within the organisation as well as
towards the State and other national and regional actors.202

New people entered the stage and the profile of a more service minded
organisation was promoted. That profile was more in-line with World-
cultural institutions. The question is why the traditionally strong group at
the CIU agreed to give up part of their influence? I provide two
explanations as answer to this question. First of all, I see an economic
reason that required new solutions. The income from issuing certificates of
origin (for CAUSE and PEC) decreased due to market liberalisation,
implying less revenue that could not be compensated by increasing
membership contributions. Secondly, there was a problem of deteriorating
representativeness. During the 1990s a plethora of NGOs and PGOs were
established to work towards the private sector, giving new services to the
companies. Many of these channelled foreign (and public) funds and
gained more influence among the entrepreneurs. If the CIU wanted to
maintain its position, it had to change and show that it was representative
and efficient. In short, there was greater competition for representing the
empresarios and the Chamber was no longer the only player. A third
element that could have influenced the break of the leading group could be

                                                          
200 CEPAL, 1998:58-59.
201 Zurbriggen, 1999.
202 Lanzaro, 1992:74-75.
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related to the election of a new government in 1990, when the Blanco Luis
Alberto Lacalle succeeded the Colorado Julio María Sanguinetti. The
(Colorado) government that took over after the military meant, in many
ways, a continued leadership of many groups that where strong during the
military regime. It is possible that the 1992 election could have been a
delayed post-military reaction. Whatever the reasons for these changes,
they meant a strong support for the re-orientation of the Chamber’s
activity.

The reader may rightly wonder how these changes were compatible
with the traditional profile at the board. What happened was that those
really in charge of heading the transformation were not the board
members, but the staff. I found here a big gap between on the one hand the
Chamber’s staff (the executives) and the network of consultants mentioned
above, and on the other hand, the company representatives that we find at
the board. Before proceeding further, let me clarify what I mean with
‘staff’. I specifically refer to the employees of the Chamber, e.g. the
managing director of the CIU (an economist), the head of the IIES (an
engineer), the members of the research staff (almost all economists). Their
professional profiles were totally different to the board members and much
closer to the SFF’s members of the Executive committee. The same was
true for the consultants working around the CIU. They could be nationals
or foreigners, but they were always professionals. Often, former
employees of the Chamber that also worked as consultants for IOs, public
entities and Universities. There was a close relationship among staff and
consultants. If we look at the foreign consultants, the range was broad.
Yet, to understand the role of this group (staff and consultants) and why
they became so important for the changes at the Chamber, we have to
bring into our analysis the influence from the global and regional levels.

Regional and Global Levels
The 1990s have indeed been a decade of major changes concerning the

interaction with regional and international organisations. Let us start here
by taking a look at Figure 12 where we can observe the strong upsurge of
mentions to them in 1998 compared to 1966. It is possible that such a
contrast would also appear if we compare 1998 with any year before the
late-1980s. My data indicate that something had definitely happened in
terms of interaction with non-national agents during the 1990s. In the case
of the CIU, this ‘something’ was much more tangible than other national
organisations analysed here. It was enough to walk across the corridors of
the CIU’s building to notice the IOs physical presence. Many offices have
signs outside their doors with the names of an externally financed project,
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or the name of an IO. In many cases, the executives in these offices receive
a salary directly from that project. Thus, both the Chamber and the
employees were more than concerned for the survival of the project,
something that promoted a process of discursive adaptation.

Source: CIU, 1966 and CIU, 1998.

But let us go step by step. I will start here by analysing the role of
MERCOSUR that, besides being the most mentioned organisation at the
annual report, was of major importance for the CIU during the 1990s.
Furthermore, together with MERCOSUR, this part also explores the
significance of other free trade negotiations in the same way as I did for
the Chilean case. I will then turn to the interaction with the different IOs
and end with an analysis on how the regional and global levels produced
changes at the CIU’s internal structure.

MERCOSUR and Other Free Trade Negotiations
Figure 12 shows that even though the regional level was important in

1966, it witnessed a remarkable increase by 1998 where MERCOSUR
becomes the most mentioned organisation at the annual report. To
investigate this issue more closely, let us analyse some relevant features of
the process of MERCOSUR integration. The Uruguayan government of
the early- 1990s was rather ambivalent about joining the process initiated
by Argentina and Brazil. The industrial empresarios had lived comfortably
with CAUSE and PEC treaties, and were reluctant to a general reduction of
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tariffs that would undermine their position vis-à-vis the two neighbouring
countries. Some scholars have argued that the empresarios in general were
not active protagonists and even opposed to the free trade negotiations. But
they recognise that the empresarios from the industrial sector expressed
more interest than from the other sectors.203 In the case of the CIU, when
the Argentine-Brazilian integration dialogue developed further, the leading
group (mostly representatives from big companies) openly switched
opinion in favour of joining MERCOSUR. The leader of that fraction,
Helios Maderni,204 explained to me how (by the early-1990s) he and Pedro
Nicolas Baridon (president of the Chamber 1990-1992) went to the
President of the Republic (Luis Alberto Lacalle) and expressed their
support for MERCOSUR. It was the Chamber, according to Maderni, that
carried “the flag [of MERCOSUR] to the surprise of whole Uruguay and
even the industrialists themselves”.205

The issue was discussed in a general assembly of the CIU where
Maderni’s group motivated their position by alerting the fact that Brazil
and Argentina were signing agreements for a broad framework of
agreement. In their opinion it would be a disadvantage for Uruguay to
remain outside since a new sub-regional trade framework meant the end of
CAUSE and PEC. By joining at an early stage, Maderni hoped to gain
certain advantages in the negotiations.206 The members accepted the
argument and supported the government’s negotiations with the
neighbouring countries. But the vision among the industrialists was not
unanimous. According to a former president of the CIU, Jacinto Muxi
Muñoz (1994-1996), the proposals to join MERCOSUR were driven by
the elite group of the big-company representatives that had traditionally
led the Chamber.207 However, the voices of a more careful (but not
negative) position towards MERCOSUR were still not organised. There
appeared to be a common view between the leading group of the Chamber
and the Government. Neither was there such a hard debate as in the case of
Chile. Most importantly, the Uruguayan political and economic forces
remained quite passive to the evolution of the regional treaty – a passivity
that also was true in relation to the analysis about the consequences for the

                                                          
203 Birle, et. al. 1994:13-16.
204 At that time president of the CIU’s Commission of Foreign Trade.
205 Interview with Hellios Maderni. A similar argument is found in Birle et al. saying that

“the Uruguayan governments acceptance to join MERCOSUR is motivated, to a large
extent, to the initiative presented by the Cámara de Industrias del Uruguay…” (Birle, et
al. 1994:35).

206 Interview with Hellios Maderni.
207 Interview with Jacinto Muxi Muñoz.
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industrial sector, or its strategy to confront the new challenges. I found few
documents at the CIU or the MIEM about this.

Referring to the actor’s participation in the MERCOSUR process, the
political scientists Jorge Grandi and Lincoln Bizzózero speak about the
national and sub-regional levels. An example of the former was the
creation (by the government) of the inter-sectoral commission for
MERCOSUR (Comisión Intersectorial del Mercosur, COMISEC) in
1991208 and the commissions and groups created by the MIEM, where the
industrialists could express their opinion. At the regional level, the leading
role was of what Grandi and Bizzózero called the ‘first circle of influence’.
This had a clear governmental leadership, expressed through the
presidential summits and in MERCOSUR institutions like the Common
Market Council, the Common Market Group, Ministerial Meetings or the
Trade Commission. At this level, we also find technocrats and business
groups. A ‘second circle’ was comprised of parliaments, political parties,
trade unions and associations representing SMEs. There was also a ‘third
circle’ consisting of social organisations, NGOs and consumer protection
groups.209 As I see it, neither the CIU nor its members could be included in
the ‘first circle’ due to the small scale of Uruguayan private sector
industries (these were small even when measured at the regional level). In
general, the grip of officials and técnicos over the process was very strong.
This was certainly an element behind the creation the MERCOSUR
Industrial Council (CIM) that was intended to become an own empresario
channel that could search for solutions before reaching the governments.210

This organisation was important for the CIU, since it gave the Chamber a
relevant channel of expression. Moreover, if we look at the annual report
and the CIU’s journals, the CIM was the MERCOSUR-linked entity that
gave rise to most mentions. Information about its activities and
declarations were always reported by the journal that also gave current
information about the issues discussed at the trade negotiations maintained
by MERCOSUR.

According to Birle et al., even if there was an intention to
institutionalise the collaboration of the (Uruguayan) empresarios, they did
not show much interest in participating actively in the integration process.
It is true that the CIU took an early positive initiative towards
MERCOSUR but there was a widespread conviction that there was no

                                                          
208 The COMISEC was integrated by officials, empresarios, and labour representatives

and aimed at becoming the arena where private sector and labour unions could
intervene in the process (Alonzo, 1996 and http://www.mercosur-comisec.gub.uy/. 28-
05-2002).

209 Grandi & Bizzózero, 1997:34.
210 Sanchez, 1999:87.
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other alternative.211 According to these scholars, the position of the CIU
was symptomatic. As soon as the companies, protected for decades,
realised that they could not compete at a regional level, the Chamber’s
optimism changed to a “yes, but…” Hence, they argue that:

“….the empresarios demanded the government to defend the
national industry by adopting rules of exception for Uruguayan
products. With this behaviour, the private sector associations
showed an orientation that was deeply rooted in the countries
political culture: the relative subordination to the political parties
and the State officials. Their activity was limited to make lobby
without taking advantage of opportunities offered to take actively
part in the political design of the integration.212

But the empresarios fear of further liberalisation had its raison de être.
In 1998, the downturn of the industry and the increasing competition from
MERCOSUR was perceived as a threat by both the companies and by the
CIU that saw how its sources of income dwindled. In Uruguay, the overall
lowering of customs during the 1990s dramatically increased the industry’s
vulnerability. Thus, by the end of the 1990s, after the collapse of some
traditional industrial companies, the empresarios became more pessimistic
about further free trade treaties. There is therefore not much to tell about
the CIU and other integration negotiations, besides MERCOSUR, as there
was simply not much enthusiasm over the issue.

In contrast to Chile, by 1998, Uruguay had limited involvement in
other trade negotiations besides MERCOSUR. Some examples were the
FTAA negotiations and Uruguay’s involvement in MERCOSUR’s
negotiations with the EU and the Andean Community (AC).213 These
negotiations were though basically pushed forward by officials and with
little preoccupation at the CIU on those matters. With the exception of a
few companies, the perception was that MERCOSUR was the ‘world’.
This perception was consistent with the export patterns of the industry that
was almost totally dependent of this sub-regional market. This was also
true for the Chilean industry. Yet, it narrows down to limit the comparison
to a quantitative level since there was a big difference in attitude. Whereas
the Chileans were more self-confident in what refers to outward-oriented
actions, the Uruguayans had a much more provincial perception (see
below). Going back to the CIU, I would say that the regional networking
euphoria of the 1990s, besides CIM, appeared quite irrelevant for the CIU

                                                          
211 Birle et al., 1994:36.
212 Birle et al., 1994:37.
213 The member countries of the AC were Colombia, Bolivia, Ecuador, Peru and

Venezuela.
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(except for CIM). There was, as in the case of the SFF, an interest in the
ideological support endorsed by the regional business-meetings where the
role of the private sector was enhanced. As one representative of the CIU
told me; “yes, there were many people at those meetings, but they were
mainly representatives from Chambers and other organisations that worked
with (or towards) the private sector, not the real empresarios.”214 With
exemption of the MERCOSUR-linked entities, the other free trade
negotiations did not appear to have left any deep mark at the organisation.
To be more precise, by the late-1990s the view of these entities (including
MERCOSUR) was becoming increasingly negative.

International Organisations
Even if the mentions clearly illustrate a rise in the role of IOs at the

CIU, I believe that in practice their role was even more important.
Particularly in relation to one of the Chamber’s most impressive structural
changes, namely services. In this part, I will analyse the Chamber’s
interaction with IOs that were mentioned at the annual report, but also with
those that (even if not mentioned) had important influence in the CIU’s
current activity. According to the managing director of the CIU, Roberto
Villamil, ‘a trigger’ for the Chamber’s service orientation was a project
financed by the United Nations Industrial Development Organisation
(UNIDO) in the late-1980s.215 It was related to the creation of a system of
industrial subcontracting exchange and could be seen as a forerunner of the
Chambers new form of interaction with the global level.216 Soon after that,
the Chamber also started a project financed by the IDB to study trade
opportunities in tariff concessions made by Argentina, Brazil and Mexico.
From that project, which ended in 1992, two units remained at the CIU and
mostly backed by IDB funds.

These units were, the Information Service for Employers (Servicio de
Información para Empresarios, SIPE),217 and a training unit that later
became the Industrial Institute of Higher Studies (Instituto Industrial de

                                                          
214 Interview with Walter Sarubbo Sarubbi.
215 Interview with Roberto Villamil and his advisor Jorge Paulino, 14-12-1999. Both were

economist graduated at the UROU. Villamil started to work at the Chamber in 1990 as
advisor of the Department of Economic Studies and became manager of the CIU in
1996.

216 Industrial sub-contracting is the relationship established between firms that produce
parts or components, with a contract that provides the former with parts, norms and
specific technical procedures. CIU, w.d.: 20.

217 SIPE provided up-to-date information from its databases and library covering areas
such as: market studies, foreign trade statistics, trade agreements signed by Uruguay,
national laws about foreign trade and a list of importers and exporters from other
countries (CIU, 1998:16).
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Estudios Superiores, IIES).218 By 1998, the IIES had become the CIU’s
largest para-organisational entity, conducting courses for some 120
companies annually and even with own building for education opened in
1998.219 While the UNIDO did not continue the engagement in the CIU,
the IDB became a major support for the Chamber’s activity. Besides these
two programs, IDB also financed the Chamber’s Technical Management
Centre (Centro de Gestión Tecnológica, CEGETEC) that provided
companies with services such as information, technical assistance, training
and orientation of project execution.220 Another important participation
(since 1992) was in the formation of Export Consortiums (Consorcios de
Exportación),221 partially financed by the Japanese government.222 In 1998,
this program continued under the name of “Trading and Export
Consortiums” wherein IDB was the only foreign organisation involved.223

What is as interesting as the projects themselves was the fact that many
of the professionals employed in the CIU since the late-1980s have been
directly or indirectly linked to the financing from IDB. One of these was
the Bank’s sectoral specialist Alfredo Etchegaray who provided me with a
background of the IDB’s projects with the Chamber and about himself.
Before joining the IDB, he worked as a CIU consultant. To be more
precise, he was what the Chamber called an “executor of technical co-
operation programs“ (ejecutor de programas de cooperacion técnica).
Among other things, he worked with the Chamber in a program to develop
export consortiums and trading companies until 1994 when he became an
IDB official. Etchegaray explained that the increased involvement of the
Bank with private sector associations was consistent with a general change
of strategy aimed at gaining more direct contacts with the companies.
However, even if this change began during the 1980s, it took some years
before the Bank started to work more closely with the CIU. One reason for
that delay, according to him, could have been that the Chamber did not
have a relevant position in providing services that it would develop over
time. Another reason was that the CIU did not have enough experience of
interaction with international agencies to see the possibilities of obtaining
resources to develop its activities. In order to build up the CIU’s capacity
to meet IDB standards in offering services, the Bank’s programs contained

                                                          
218 Interview with RobertoVillamil and Jorge Paulino.
219 Interview with Fernando Carpentieri, Head of the CIU’s Department of Technical

Services. 1999-12-03.
220 CIU, w.d.:18.
221 The intention was to support the formation of clusters to improve the companies’

export orientation.
222 Revista de la Industria, Nr. 29, 1997.
223 Espacio Industrial, Nr.3, 1998.
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an element called ‘institutional strengthening’ (fortalecimiento
institucional). This is the same as ‘institutional capacity’ that Radovic
mentions in relation to the Chilean case. That is, improving the
professional level of the staff as well as the technical capacity of the
organisation. The Bank saw this as essential to:

“provide the Chamber with a technical unit that would work in the
service area. That is, financing the contracting of experts that will
become specialised in the activity of the Chamber and that later will
remain in it with the CIU’s own financing. The IDB’s financing
facilitated the Chamber to identify these people, to develop and
specialise them over a period of time with external financing and
then using them in the institution.”224   

What the IDB needed was a trustworthy partner to channel funds to
private companies. According to Etchegaray, the Bank preferentially
sought to work with private sector associations since the empresarios
would find it better to participate in projects administered and conducted
by their own colleagues. He also pointed out that this was something
positive for the Chamber in gaining a new source of income, since it would
gradually start charging a fee for the services.225 Adapting to the IDB
requirements meant an important change in the Chamber to become a
service-oriented entity. One important aspect of that change was to
increase its professional profile to understand and be accepted by the
técnicos of the Bank. Since the 1960s, there were people arguing that the
Chamber should give more room for técnicos (remember COMCORDE),
improve services and work toward SMEs. The question is why was there a
change towards this direction in the 1990s? Before adventuring an answer
about this, let us continue the analysis of the other IOs.

As for Chile, the German government renewed the co-operation after
the military regime. Also in Uruguay the most important German
development agency was the GTZ. In this country the GTZ’s activity was
directed towards three main areas: a) SMEs, b) vocational training and, c)
rural development. According to the German agency, they would help
Uruguay in the transformation from a traditional agricultural nation into a
modern market economy with increased emphasis on trade, services and
industry. To achieve this, they saw as a key problem, the lack of qualified
professionals arguing that vocational and university-level education system
in Uruguay was not able to meet the new demands (my italics). (I could not

                                                          
224 Interview with Alfredo Echegaray, sector specialist at the IDB’s Montevideo office,

20-01-2000.
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find any clear definition of what they meant with ‘new demands’, that
becomes though pretty clear when we look at their priorities.)

The GTZ promoted therefore, a dual vocational training concept for
skilled workers and technicians to help make products more internationally
competitive. The first project with the CIU began in 1991, supporting the
Chamber with the development of an SME promotion division. This
project was also among the first in laying the ground for the CIU’s
orientation towards services. Moreover, the GTZ, like the IDB, also
included as part of its project, funds for ‘institutional support’ aimed at
improving the professional structure of the Chamber. This was in line with
a general approach of the GTZ to help business associations in becoming
“efficient service oriented organisations.”226 Among the different GTZ
financed projects, I want to particularly mention one related to the creation
of a network to co-ordinate the activity of different organisations working
towards SMEs. Having acknowledged the problems of institutional
defragmentation in Uruguay, and the lack of centralised sectoral policies,
the GTZ decided to call for a meeting to link the different organisations
working towards SMEs. The result of that experience was the formation of
the Pro-SME Network (Red Propyme) with the participation of CIU, CNC,
OPP, LATU, CND, FUNDASOL, DINAPYME and others. Some of the
goals of this networks was; a) to promote management education, b)
improving the access to credit and information, c) facilitate access to
markets and technologies d) promote understanding of innovation and
environmental issues and e) improve skills of the labour force. I see this
project as particularly relevant since, to best of my knowledge, it was the
only effort made to create a broader co-ordination between the myriad of
organisations providing SME services. This network still survives, but its
results are dubious. It has an information journal and it gives an annual
award to promote the most innovative SME of the year.227 What I found
most interesting with this project was that the initiative to promote some
kind of co-ordination came from an IO, and not from the State or the
private sector.

Besides the individual co-operation agencies from the EU countries
(like GTZ), the EU itself had its own development programs and networks.
Like in Chile, one of these was the Eurocentre that worked with the AL-
INVEST and ECIP programs. It also offered personalised assistance to
local and European companies and organised sectoral business meetings
through e.g. the Europartenariat programme. The sectoral meetings
organised under such programs were open to all companies, from

                                                          
226 Interview with Peter Palesch.
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agribusiness to car industry, and the EU covered all organisational costs.228

The application to set up the Eurocentre was exclusively reserved to
private Latin American organisations. In this way, the CIU in Uruguay got
the representation and established an Eurocentre at the Chamber (one more
IO sign on the door in the CIU’s building).

An organisation linked to the Europartenariat sectoral meetings and
also to the Chamber was the Technological Informational Promotion
System (TIPS). This was one of the most important programs of
DEVNET,229 which was created in a close association with the UNDP
(United Nations Development Program) in 1984. It was also supported by
the Italian government with contributions from the Dutch and Austrian
governments as well as by the European Commission. The TIPS network
was active in several continents through its national offices and signed
agreements with more than 250 regional and national business
associations. With the framework of an agreement with the Río Group,230

the EU made a substantial contribution that expanded the network from 6
to 18 countries in Latin America, and its headquarters set up in
Montevideo.231 Most of TIPS counterparts in Latin America (from the
private sector) were business associations. It was the CNC in Chile,232

while in Uruguay, the government (in 1992) selected the CIU as TIPS’
national counterpart. Since then, TIPS has worked together with the
Chamber in the development of information systems. One example was the
Europartenariat in 1997, where TIPS was in charge of everything related to
information. This interaction continued and TIPS became one of those
international agencies with its own office in the Chamber. Besides the
CIU, TIPS also worked with other national organisations like the BROU
and DINAPYME. According to TIPS regional director, Esteban Valenti,
they had to work (fundamentally) through the Chambers to reach the
companies since the State was inefficient in that sense.233

Finally, a further international contact of the CIU (not mentioned at the
annual report) was through the interaction with the German REFA
Association for Work Design/Work Structure, Industrial Organisation and

                                                          
228 http://www.al-invest.org/ 05-04-2002.
229 DEVNET was an INGO that worked as advisor to the UN Economic and Social

Council (ECOSOC).
230 The Río Group is a permanent forum for political dialogue, constituted by the Latin

American Presidents.
231 Interview with Esteban Valenti. TIPS’s Regional Director for Latin America. 03-12-

1999.
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Corporate Development.234 When the CIU (with the support of GTZ)
started to systematically organise the education area in 1996, it signed an
agreement with REFA’s Uruguayan representatives. This meant that the
CIU would train specialists in REFA methods to hire them out for a fee as
part of the Chamber’s service package. Later on, the CIU became an
official representative of the ‘REFA methodology’ and there was a REFA
office with specialised técnicos at the Chamber. In another field, the CIU
worked with an organisation called Programa Bolivar (PB). In March
1992, the Programa Bolívar Association for Regional Technical
Integration, Innovation and Competitiveness235 was established in
Venezuela. This program received initial start-up funding from the IDB
and the Government of Venezuela, but only the former maintained its
support to the program. A fundamental objective of PB was to promote
technological, productive, financial and commercial integration among the
Latin American nations, as well as the integration of these countries with
other regions of the world. Through its offices in 19 countries, the goal
was to increase the competitiveness of SMEs by improving the services to
this group.236 At the CIU, the services provided under this programme
were related to search of business partners, diffusion of business
opportunities, promotion of business meetings, legal counselling and
advising on business planning.237 Like other IOs, the PB had its own office
at the CIU with executives financed by the programme, which helped to
expand the Chamber’s service area. Like all the other organisations
mentioned in this part, the main focus of PB’s interaction with the CIU
was related to SME assistance.

Internal Structure
There is not doubt that the interaction and influence of the IOs had

dramatically increased and changed the organisational structure during the
1990s. Even if the offices at the CIU’s building, the homepage, and many
propaganda brochures were full of international logos, I would say that
their influence was more limited than it may appear. In fact, many of them
did not play any practical role, since their outreach to the empresarios was
                                                          
234 This consists of a collection of methods and tools to be applied to improve work

organisation. The methods focus on work design (work systems and work processes)
and on the collection and evaluation of company data (as used, for example, in work
design, remuneration, cost accounting, quality management, etc.
(http://www.refa.de/INTERNATIONAl/english/refa-e.htm 14-02-2002. See also CIU,
1998:8).

235 La Asociación Programa Bolívar de Integración Tecnológica Regional, Innovación y
Competitividad.

236 http://nexolatino.com/pbolivar/PB1.html 19-02-2002.
237 1998, CIU W.D.:10.



CHAPTER 4202

quite limited. Besides the money that the IOs brought to the Chamber,
what also mattered where their logos since that gave the impression of a
highly internationalised organisation. These logos gave legitimacy to the
Chamber as an ‘efficient’ partner since it was ‘trusted’ by many
international organisations. The CIU’s corridors in 1998 were a very
different landscape than in 1966.

Another change that was not so conspicuous was related to the budget.
As Figure 13 shows, the member fees represented some 99 percent of the
income in the 1960s. With CAUSE and PEC a new important source of
income (the certificates) appeared. However, in the 1990s with
MERCOSUR and the industrial downturn, both fees and revenues from
CAUSE and PEC decreased dramatically. In this context, income from
services gained more importance by increasing from 3 percent in 1990 to
approximately 16 percent in 1998. The remaining income in 1998 was
realised through membership fees and issuing certificates of origin.238 If
we look particularly at the resources, from the membership fees, the CIU’s
situation appears very different from that of the SFF’s.
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Figure 13. Share of Member Fees in CIU's Budget 
1966 and 1998

77%

99%

23%

1%

1966 1998

Member
fees

Other

Source: CIU, 1966 and CIU, 1998



The Associations in the Nineties 203

But this professionalisation did not happen without internal conflicts. A
strong group within the Chamber reacted towards what they saw as the
‘protagonism of the executives’. Mr. Muxi explained this position saying
that there was a fear that the Chamber would pursue its organisational
objectives first, and not those of the industry.239 With “industry” he refers
to the empresario that he defined as the ‘man of work’- the traditional
company owner. Yet, Muxi himself was not against professionals per se.
In fact, he was one of the few presidents of the Chamber with a University
degree (see Table 9). Besides, it was under his period of presidency that
the Chamber employed a well-known Uruguayan economist (José Manuel
Quijano) as chief of the Department of Research. This economist worked
with the organisation of the Department of Studies, remaining as assessor
until 1999. Yet, one thing was to employ selected specialists to work for
the Chamber, and another the dramatically increase the number of
professionals through the myriad of services and projects. This gave rise to
a group with own interests that shared a common language, and that
became indispensable for the image of the Chamber. But particularly, it
was a group that had less attachment with the members of the board, and
was more dependent on the IOs. This meant internal trouble.

To explain the main lines of conflict, let us recapture the two events
mentioned earlier. On the one hand, we have the profile of the Board
member’s that, by the late-1990s, were less professionalised than those in
the 1960s, and according to Villamil, even with those prior to the 1991
election. On the other hand, we have the staff that is more professionalised
than ever before. Not only in terms of employees but, fundamentally, in
terms of the consultants employed in different projects. Even if there are
no figures about the network of consultants around the Chamber, it is
enough to read the journal of the Chamber were the different projects are
presented and compare with 1966. Many of the executives that I
interviewed (from the Chamber, the State and other organisations), are
themselves part of this growing mass of consultants that promiscuously
move between the State, IOs, NGOs and the CIU. This was indeed a
change for an organisation traditionally led by people from big companies,
and now increasingly run by consultants. It is not strange that many
empresarios felt threatened by the emergence of a new organisational
culture within the Chamber. They defended the world of the ‘man of
work’, or as Muxi pointed out; “the empresario that knows his reality, who
knows that the real problems of the industry are…the man that suffers with
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his own company.”240 Such words expressed traditional mistrust towards
técnicos.

Even if similar patterns also existed in Chile (remember Alessandri’s
position), they appeared to be much more rooted in Uruguay. The CIU and
the Uruguayan State (in what refers to entities linked to the industrial
sector) appeared to be good examples of this. Interviews with executives
from the CIU confirmed that many members of the CIU disliked
executives speaking as ‘empresarios’, arguing that the Chamber must be
“in the hands of the real empresarios”. That was, of course, problematic
for the executives since they saw themselves as heading the area that was,
in fact, giving legitimacy to the Chamber as a representative and efficient
organisation. These executives were also in close contact with the
‘customers’ of the services and therefore believed that they had a good
understanding of the industry’s problems. Furthermore, even if they were
not company owners they ‘felt’ as empresarios. Notwithstanding this
dichotomy, there was no divorce. Since both structures needed each other.
As Villamil pointed out, more than a divorce: “there was a tacit agreement;
you do what you do best, and I do what I do best…what we know [the
executives] is to make projects and administer the Chamber. They [the
empresarios] take care of speaking with the politicians and lobbying.”241

Using the language of organisational theory, what we see here is a clear
case of ‘decoupling’ where there are two structures trying to gain
legitimacy at distinct levels. One, the empresarios, sought support from the
company owners that felt a sense of security in identifying themselves with
representatives that had a traditional profile. The other, the executives,
who legitimised the Chamber towards the IOs. But there is more. In my
opinion, with the risk of sounding too dramatic, by the end of the century,
the service area meant a direct struggle for the survival of the Chamber as
the leading organisation of the sector. When I asked Muxi what drove
them to promote services at the CIU, he answered that it was to increase
the member’s engagement in the Chamber; “that they would feel that it
was not only a place where they go to vote and nothing else.”242 But why
had it become a priority to attract new groups to the CIU at that particular
moment, and how was that linked to the new service-oriented structure?
Roberto Villamil’s words are revealing. He argued that the organisational
change was promoted by a new doctrine that was being generated at an
international level:
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“…by the late-1980s international organisations like the UN or the
ILO started to work towards the business associations with the
intention to translate European models to Latin America…then, a
new importance was given to the Chambers, something that also
changed the governments view about them.” 243

Note carefully the last phrase that ‘something’ also happened in relation
to the government. Besides the IOs, the opinion of the State did also
matter. But more than that, I would say that it was around this that the
Chamber fought its main struggle for survival. This assertion may sound
strange if we think of the large influence of the regional and global levels,
compared with 1966 and also with the SFF. The fact is that with the
creation of the WTO and a new generation of trade treaties (like
MERCOSUR), the Uruguayan State acquired strong arguments to limit its
traditional involvement (subsidies) with the industrialists. It could, for
example, argue that “we can’t do it because MERCOSUR or WTO rules
do no allow it”. Moreover, the new World-cultural demands did also
encourage a professionalisation of State officials and of the information
tools towards the industrial sector. During the 1990s, the State increased its
room for manoeuvre in respect to the industrialists. All this threatened the
traditional position of the Chamber, something that Villamil explains in the
following words:

“These are changes that give less bargaining power to the Chamber
and more to the governments. I maintain that today the management
of the government is much more professionalised. Moreover, I
would say that today the public sector competes with the private
sector as a class. And it competes for those scarce resources that
exist. The interests of the private sector will be respected as long as
they do not impair the management of government that would hurt
the image of the public sector. That is the feeling we have when we
go and talk with the government…”244

For the CIU, in my opinion, to attract the legitimacy brought by the IOs
was also a way of maintaining its bargaining position vis-à-vis the State. In
spite of the different reforms tending to reduce the presence of the State in
Uruguay, it was still strong and very influential. Even if the IOs worked
quite independently from the State, they (the case of IDB and GTZ)
needed the State’s approval for most of the projects. Moreover, due to the
weakness of the Uruguayan private sector (particularly the industry), few
entirely private alternatives (in the form of services) had emerged. Much
of what in Uruguay was called ‘private’ was, in fact, a form of PGO. Take
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into account that, by the end of the century, what remained of the
Uruguayan industry was fundamentally made of SMEs and these were
dependent of help to restructure in order to confront the international
markets. Additionally, one of the weakest points of the industrials, as the
private sector in general, was in the field of the ideas. There were no think-
tanks like those existing in Chile, and the new private Universities did not
appear to have much weight in the local battle of ideas. All these elements
together reduced the bargaining power of the Chamber, pushing it closer to
the IOs. This strengthened the Chamber’s position vis-á-vis the State and
gave it a more independent position. Nonetheless, the price paid is what I
call, a NGOgisation of the CIU. This term refers to organisations that,
commissioned by IOs or the State, increase their specialisation and
professionalisation taking on research and service activities, and providing
public services that were formerly within the purview of the State.245 In
other words NGOgisation means isomorphing IO-standards along World-
cultural institutional demands. The CIU was not alone in doing so.

Throughout the 1990s, many organisations claiming good knowledge
and interaction with the empresarios, emerged to assist companies.
Furthermore, in relation to the industrial sector, the IO funds stimulated the
establishment of local NGOs, principally directed to SMEs. In this sense, a
kind of market appeared were different kinds of organisations competed
for these resources, among them the PGOs and the CIU. This was actually
pointed out by the CEPAL report mentioned earlier. It noted that a
common feature of most of the service-oriented organisations was the use
of international networks (in terms of capital or know-how) as tools to
achieve an objective. Almost all the representatives from these
organisations, interviewed in the CEPAL study, confirmed that the quality
of the networks they used represented the major strength of their
programs.246 In this new context, the Chamber, traditionally perceived as a
big-company organisation, was loosing its position as representative of the
industrial sector. This, in turn, reduced its bargaining position with the
State. Thus, to become representative, it found it indispensable to attract
small companies. A way of doing this was by increasing services. But, to
gain resources for those services, it had to show more efficiency and
broaden the professional staff and as incorporate consultants. Hence, it
isomorphed a competitive image that attracted IOs and legitimating logos.

                                                          
245 I borrowed the term ‘NGOgisation’ from an article written by Sonia E. Alvarez

(Alvarez, 1998a:307-323) where she discussed the changes of feminist organisations
during the 1990s. I thank my colleague, Magnus Lembke, for bringing this article to my
attention.

246 CEPAL, 1998:67.
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In short, a NGOgisation gave legitimacy, which in turn gave a stronger
presence as an empresario counterpart vis-à-vis the State.

Some Remarks About the 1990s
The 1990s have indeed meant many new changes and challenges for the

Chilean and Uruguayan national environments. Neither have they been
exempted from the sweeping liberalisation of the world markets or the
influence of new forms of international regulating agencies. As Katz
rightly pointed out, with the opening of the economy to foreign
competition, ‘going global’ has ceased to be a matter of internal company
decision-making.247 This is not only true for companies but for almost all
organisations and invidious around the world since ‘Universality’ was one
of the main characteristics of the World-cultural wave of the 1990s. In the
case of industry-related organisations (including the State), it implied the
need for adapting to global quality standards, technical norms and price
competitiveness. Not only to compete in international markets, but also to
face foreign competition in their own domestic markets. Hence, the
creation of support structures for competitiveness demanded the
development of much higher capabilities in product design engineering,
production planning, and organisation.248 Along this line, the Chilean State
(already since the 1970s) developed a system of programs and services
aimed to increase the modernisation of the private sector.249

Chile began much earlier than Uruguay, which meant that, from an
economic and organisational point of view, the 1990s did not signify such
a dramatic change. That was however the case of Uruguay, which had to
confront the hard reality of trade liberalisation, something particularly
difficult for the industrial sector. Yet, the changes in the 1990s (as no other
social change) were not only related to economy. Together with the
Washington Consensus and the liberalisation of markets, a whole new set
of IOs became more influential than ever before. Through these, a new
cohort of global standards, values and norms spread around the world with
new rational organisational models. But the way in which these were
adopted differed in what refers to SFF/CIU and their respective
institutional environments.

In Chile, albeit the reforms of public administration and the neo-liberal
biased discourse, the State played a key role in outlining priority areas, as
well as pointing out programs or projects to which national and

                                                          
247 Katz, 2001:131.
248 Ibid.
249 Muñoz, 1997. One example was the Support Program for SME (Programa de Apoyo a

la Pequeña y Mediana Empresa) that began in 1991 (Román & Rojas, 1994:16).
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international actors had to adapt. Particularly the latter, since the State
functioned as a national medium for most of the official co-operation and
contacts with IOs. Furthermore, the State was also a key actor in relation to
export-oriented activities where it had a leading role in information,
organisation and financing in searching for new markets. The Chilean
State was then able to adapt itself to new institutional requirements both
becoming an effective channel towards the global level and gaining trust
from industrialists.

What is paradoxical is that the SFF’s interaction with the State,
contrary to their anti-state discourse, appeared to be closer than ever
before. Yet, even if the association (both staff and leading empresarios)
had successfully adopted new standards and acquired an outward oriented
view, it clashed with World-cultural institutions. A good example of this
was the ‘Pinochet case’, but it can also be observed in the reluctance
(sometimes mutual) to interact with IOs operating in Chile. Even
representatives from important TNCs had little to say due to their reduced
involvement in the most relevant decision making instances of the SFF.
The empresarios felt that their traditional values and forms of organisation
(hierarchies, elite leadership, and patriarchal family based structures) were
threatened by exogenous institutional challenges. A solution was to get
closer to the State, which in practice was a traditional way of doing things.

In Uruguay, on the other hand, the State had much less control over the
IOs activity and its services were generally scattered through many
different agencies, as it was the case of export-promotion. There was also a
clear absence of State involvement in outlining long-term sectoral
strategies, particularly in what refers to the industrial sector. Since the
withdrawal of the State has been so tangible and the needs of the industry
so desperate, the CIU on its own terms tried to attract INGOs and NGOs to
build up its service activity. A reason behind this was the financial needs
of the Chamber. But, at the bottom, there was also a strong problem of
legitimacy and representatitiveness of the CIU. With the weakening of the
large companies and with the SMEs representing an increasingly strong
group within the sector, the latter became a fundamental but volatile
membership since they could turn to other organisations offering better
and cheaper services. This situation threatened the CIU’s image of broad
representativeness, and encouraged the emergence of alternative ‘voices’
of the industrialists, notably the SMEs. This, in turn, meant that the CIU
could loose its position vis-á-vis the government and in attracting projects
and funds from IOs.

To prevent that, the CIU had to adapt to the new logic of meritocratic
requirements. This was resisted by many empresarios who resented the
técnicos ‘taking over’ the leading role of the ‘real empresarios’. A way of
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resolving that conflict was through a decoupling of the board representing
the ‘real empresarios’ (mostly from medium and large companies) from
the staff. The latter became a professionalised unit complemented by a
network of consultants, in contrast to the traditional profile and way of
thinking of the company representatives who remained far from the global
meritocratic requirements. The most important issue for these empresarios
was (and still is) to maintain their lobby towards the State, something that
(like before) most of the big empresarios preferred to do through their own
channels.

As a final word, I would say that the Uruguayan paradox is that in a
country that was reputedly known as very statist (in contrast to the Chilean
‘liberalism’), the CIU has closer contact with IOs than their Chilean
counterpart. In the Chilean case, the reverse is true. I present further
analysis of this in the conclusion.





CONCLUSIONS
__________________________________________________________________

This study has attempted to link macro and micro processes from an
institutional point of view. The institutional perspective used here has not
been limited to formal rules and organisations but also incorporated the
analysis of cultural institutions. From that analytical standpoint, I
identified the micro level as the national institutional environment where I
focused my analysis on two industry associations. The choice of
organisations from the industrial sector was motivated because this sector
was ideally positioned in an area of interaction with the most important
local organisation, the State, as well as with exogenous entities from the
macro level.

The search at the macro level has been centred on new and influential
global institutional forms that I group under the term World-culture. These
provide new social identities, norms, rules and values through which
individuals and organisations rationally organise and pursue their interests.
Just as the contents of World-culture become interesting, so also the
institutional carrier through which it is spread. I refer here to the pivotal
role played by a plethora of IOs acting globally and greatly influencing
local environments through the spread of standards, professional models,
values, rules and, of course, financial resources. This influence has been
particularly evident during the 1990s, at the same time as the concept of
‘globalisation’ came to be widely used by people in general, and scholars
in particular. Using World-culture as a structural frame, I turned to the
analysis of micro cases used as mirrors of institutional change. Going to
the point, I have presented different analytical boxes where I grouped the
inquiries of this study.

Firstly, I tried to understand how homogenising models were spread
and adopted by local environments. This is linked to two issues, the
inclusion of the regional and the discussion on whether the role of the
nation-state has changed since the 1960s. Secondly, I examined local
institutions, which I see as the continuous traditional links in each
environment. That is, the elements of ‘difference’ which are specific for
the Uruguayan and Chilean environments. My aim was to see which forms
of rejection, adoption or remix can be found in interaction with World-
cultural institutions. This motivated the inclusion of the regional level that
has a dual role, both as an expression of the global and as a response of
local units. Thirdly, I have compared the Chilean and Uruguayan
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development stories since the 1960s trying to understand the changes in
micro/macro sources of institutional legitimacy through the lens of local
organisations. That is, how the organisations ‘logic of appropriateness’
have changed since the 1960s. Hence, the main aim is to see whether there
had been a shift from national towards global or regional sources of
institutional legitimacy.

To make the process of ‘change’ more visible, I chose to make a
longitudinal study where the focus was to be on the contrasting effect
between two periods of time and (to facilitate the operationalisation of
variables) in selecting one year from each period, 1966 and 1998. I also
chose to make a comparative analysis between to relatively similar
developing countries, Chile and Uruguay, since I want to capture the
institutional particularities of both environments that emerge through the
confrontation with exogenous institutions. I will now summarise the
finding by following the pattern presented in the introduction – theses,
antithesis and synthesis.

The Thesis
The thesis that has been my point of departure is that there has been a

change in source of legitimacy from local to global institutions. The
answer to this is a straightforward yes. I see a clear shift from national to
global sources of legitimacy. In both cases, the interaction with both global
and regional environments was of higher intensity in the 1990s compared
to the 1960s. Or to be more accurate, in 1998 compared to 1966. Both
meant a large influence of IOs across national environments and a strong
pressure of homogenising institutional packages through the World-
cultural waves whose main content was rationalisation and growth-
promoting measures. In the first wave I identified the desarrollismo, and in
the second the ideas around the Washington Consensus.

But, there was a big difference in their degree of influence at the local
level. Albeit the role of IOs was important in the 1960s, their power as
sources of institutional legitimacy became much more noteworthy during
the 1990s. A central element of the second World-culture gained
pervasiveness at the local level through the label ‘Structural reform’. This
already existed in 1960s but was definitely institutionalised in the 1990s
through the impetus of IOs such as IDB, OECD, World Bank and the IMF.
An implication of that reform was a deep change of State-society relations
through decentralisation of the State activity, PGOs and privatisations. The
latter, intending to give a central role to the private sector as engine of
growth. Another implication was that a plethora of IOs and IO- dependent
national NGOs became relevant actors at the local level. In the 1990s, the
IOs influence was not necessarily channelled through physical presence in
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the countries, but through new kinds of standard-setting organisations like
ISO and WTO. More than that, I would say that much of the new working
methodologies of many IOs (like the IDB) gained a kind of standard-
setting form through universal criteria, which defined an ‘efficient’
organisation and the ‘appropriate’ values.

As the study of our two cases suggest, unlike the 1960s, the IOs of the
second World-cultural wave influenced local environments more directly
and beyond the State. This is clearly evidenced in the SFF/CIU process of
institutional isomorphism that I observed through the analysis of
organisational structures, priorities and discourses. The new issues (some
appearing already in the late-1980s) were concentrated in areas such as
environment, technology, foreign trade, human resources (training), and
support to SMEs. These areas didn’t exist or were very weak during the
1960s but take first priority in the 1990s. In the organisational structure,
the isomorphism can be seen through new commissions, working groups
and working methodologies that emerged around the issues mentioned
above. But also in the professionalisation of the organisation that in each
case was expressed in different ways. Additionally, there was also an
increasing involvement of consultants who acted as a kind of para-
organisational unit.

In this way, the associations followed the same path that the IOs were
recommending to the State. A practical reason was that the new issues
(environment, trade etc.) demanded specialisation, more professional
qualifications, and contacts with centres of know-how, particularly in
fields such as economics or business studies. In sum, the homogenising
force of the second wave was more intense than the first. It implied an
increase in both foreign actors at the local level, and in links between
global and national levels. An example is the link through IOs, which
gained more importance as sources of institutional legitimacy. This meant
a challenge to the traditional role of the nation-state. Yet, the responses to
common problems differ and this is evidenced in our cases. Such
responses are the antithesis.

The Antithesis
As stated in the introduction, the antithesis refers to the resistance to the

clash with new institutions. To do this, we have to first identify the
traditional institutions by analysing the cases from a historical perspective.
Both associations were founded in the same year, and both were an
expression of the interest of an incipient industrial class that was still a
weak actor in the countries’ economic and political landscape. But the
industrialists’ interests merged with those of the State during the first half
of the 20th century when the implementation of ISI strategies focused on



Conclusions214

industrial growth as a central objective of national development. The State
became highly involved in issues concerning industries and instituting
different instruments to promote industrial growth. Even if the
empresarios were generally reluctant to more public intervention, they
developed a kind of symbiosis with the State that was of key importance
for their firms. This interaction became part of the organisational structure
and routines of the associations. With the desarrollismo in the early-1960s,
the interaction became institutionalised through the World-cultural
influence spread by regional and international organisations. This
influence was less pervasive than in the 1990s and it was fundamentally
channelled through the State, which played a pivotal role in the
development programs of the 1960s.

In Chile, there was a deep restructuring of the State where CORFO
became an even more important agent of industrial policies. It meant a
stronger role for professionals, centralisation of State’s development
policies, and a much more active involvement in industrial promotion. The
SFF empresarios, in spite of some criticism, were positive to the focus on
the industry, but created their own tools for improving management
techniques. They also had their own contacts with the global and regional
levels. But, in broad lines, most of the outward-oriented scope was through
the State. The true is that, with respect to development ideas, they followed
closely the lines laid down by the State (as long as it did not threaten the
right to private property). It appears as if the first World-cultural wave
during Eduardo Frei’s government blended well into the Chilean
environment. Chile became a Latin American showcase of the
desarrollismo, and that was achieved with the tacit support of the
industrialists.

In Uruguay, by the early-1960s, the State (inspired by the desarrollimo)
created a technical commission (the CIDE) to make a thorough study about
the country’s reality and formulate long-term proposals. The commission’s
report was celebrated by a majority of the politicians but, with exemption
of isolated proposals, the global view of CIDE was never applied.
Industrial policies and support agencies remained fragmented and those
heading them generally lacked a professional background. Recruitment to
posts were done on a clientelistic basis and not meritocratic grounds. In the
beginning the CIU was sceptical to the new ideas (such as regional
integration), but later on became a strong supporter of CIDE and its
ideological underpinnings. An example was the creation of a private
sector-owned organisation (COMCORDE) that would develop its own
proposals in co-operation with CIDE. Nonetheless, when the State (read
the political parties) lost interest in the issue, the industrialists fell back to
traditional ways of doing things. That is, to seek State protection through a
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system where social contacts were more desirable and lucrative than
professional skills. Instead of técnicos, the caudillos in public and private
sectors were the nodes of the system. There is here a big difference with
Chile where the técnicos had a much more relevant position both in the
relation with the State and among the empresarios. There was, of course,
clientelism and caudillos in Chile. But in comparison with Uruguay, two
features stand out as more relevant: elitism and meritocracy. These were a
heritage of continuous historical lines coloured by hierarchical and
technocratic structures that brought ‘discipline’ into the system. This also
explains the historical attachment of the SFF (from its very foundation) to
the State. It was, for example, one of the last private sector associations to
break away openly with Allende’s government.

The institutional differences of both countries were accentuated during
the military interlude. While Chile’s central features were one-man rule
and centralisation, in Uruguay there was a fragmented leadership with
much less co-ordination than their Chilean counterpart. Moreover, in Chile
the técnicos had a dominant role while in Uruguay the junta generals relied
more on their respective support group. Yet, I would say that the point in
which one can clearly see a divergent path (with political and economic
consequences) begins with the 1981 crisis. In Uruguay it meant the end of
the regime, but without any deep reform of either the State apparatus or
economic policy (particularly not in relation to the industry). In Chile, on
the other hand, Pinochet was able to remain in power, this time with a new
group of técnicos who made adjustments to the policy orientation. In spite
of dramatic reduction in tariffs and subsidies, as well as terminating
traditional participation in different State agencies, the SFF remained
faithful to the government. The SFF empresarios showed their traditional
discipline towards the State and this was stronger than ever because of the
fear of the return of a Marxist government.

Their Uruguayan colleagues, on their side, supported the military take-
over but were more reluctant to support free market ideas. Even less during
the crisis of the early 1980s when the good will towards the military was
almost totally eroded. However, as a rule, there was a line of continuity in
the State-empresarios relation. The latter directed their lobby towards
single members of the military regime that could benefit the sector or (as it
was more the case) to single companies. In Chile, on the other hand, the
strong technocratic emphasis of the junta, the continuity of market-
oriented measures, and the ‘nightmare of socialism’, forced the private
sector representatives to change. Professionalisation increased and
companies as well as the business associations became more independent
from the State adopting a more outward-oriented position. (Milton
Friedman makes an interesting remark when he argues that the real
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extraordinary thing about Chile is the military that adopted free market
arrangements instead of military arrangements.)1 These lines were
continued by the new democratic institutions in the 1990s. Here, like in the
1981 crisis, the different reactions of Chile and Uruguay were accentuated.
This time when confronting the homogenising models of the 1990s that
gained strength through so-called ‘structural reforms’.

In Chile, these reforms transformed the State into a subsidiary agency
but maintaining the continuous institutions pointed out above. In spite of
decentralisation through different PGOs, CORFO remained as the node,
both within the State and as link to the private sector. That is marking the
priorities, elaborating the long-term line of action and acting as a key
source of financing. Instead of creating companies, the Chilean State
created arenas that functioned as meeting-points for officials, academics
and empresarios. Paradoxically, in spite of the strong neo-liberal bias, I
found that the SFF’s interaction with the State was higher than in the
1960s, while there was scarcely any contact with the IOs. Moreover, there
was actually a reluctance of the SFF’s to interact with IOs operating in
Chile, and vice versa. A reason for this was that the SFF’s perception of
globalisation changed in the 1990s. From seeing it only as an economic
phenomenon that highlighted the role of the private sector, new cultural
dimensions became more evident and painful. The vertical structure
headed by family conglomerates and based on patriarchal and religious
structures, was threatened by World-cultural values promoting horizontal
forms of relation based on issues such as human rights, democratic
institutions, gender, and increased participation of small and micro
entrepreneurs. A crude eye opener for the empresarios was Pinochet’s
imprisonment in England.

World-culture in the form of increased rationalisation through
standardised models went well with the Chilean meritocratic system and
was easily assimilated by the empresarios. Yet the promotion of new
horizontal values were a threat to the elitism exiting in the SFF. These
values were included in the programs towards the industrialists of IOs
operating in Chile, which partly explains the mutual distance. So, the area
of interaction with IOs was increasingly covered by new associations
(quick to adopt new sources of legitimacy), but fundamentally by the State
and its PGOs. Interestingly, in such an increasingly (for the SFF) uncertain
environment full of exogenous ‘threats’, the State became a closer partner.
The IOs, on their side, had a stronger presence than in the 1960s, but

                                                          
1 Milton Friedman interviewed by PBS - Commanding Heights: the battle for the world

economy, the 03-27-2003. Available at:
http://www.pbs.org/wgbh/commandingheights/shared/pdf/int_miltonfriedman.pdf.
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working closely along the State’s guidelines. In sum, the State still was the
node.

Turning now to our Uruguayan case, I found more words than real
action with regard to the reforms. And when something was done, the
blend of caudillismo and clientelism remained strong in the system leading
to fragmented policies. As in the case of the SFF, the CIU’s contacts with
the State improved but there was also a dramatic increase in the interaction
with IOs that became very influential in inducing change. One good
example was the IDB that achieved great leverage, both in outlining policy
proposals towards the industrial sector, as well as in financing and creating
new service units. Thus, another paradox is that in the more outward-
oriented Chile the State had the leading role in promoting services and
policy guidelines. While in Uruguay, the reputedly inward-looking and
State-led country, the influence of the IOs had more leverage on those
matters. It was much easier for them to acquire a leading position due to
the systems fragmented character. Unlike Chile, the horizontality brought
by the new institutions did not affect the CIU as much as the rationalising
requirements. There was, in this respect, a strong resistance towards
meritocracy in the CIU and in the local environment since it posed a direct
threat to caudillismo and clientelism.

Finally, I wanted to mention the role of the regional level. In the early-
1960s, the first regional steps were fundamentally guided by economic
motives, albeit the empresarios may have used it ideologically to
strengthen their positions locally. The role of the national environment
remained very strong and the State was at the very centre of the process.
When the regionalisation movement gained strength in the 1990s, the
context was very different due to new forms of global influence. In fact, as
Hettne pointed out, the globalisation (in this study expressed as the World-
culture) is the exogenous force that provokes the regional answer.2 That is,
the heterogenising response to a homogenising movement, a relation that
also was repeated in the response of national units towards the regional
institutions. At least, this is true about the responses of the SFF, the CIU,
and their respective national environment. For the former, economically
speaking, the goal was not the region but the world. On the other hand, I
found a will to strengthen regional links or networks as a form of
enhancing Latin American identity in a Rodonian fashion. This element
was also important for the CIU that, compared to the SFF, saw the ‘region’
more from an economic perspective - in a way, still attached to the ‘closed
regionalism’ of the 1960s.

                                                          
2 Hettne, 2002.
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The Synthesis
Let us turn here to the analysis on how the institutional clashes were

managed by the organisations. As said above, the role of regionalisation is
twofold, as both antithesis and synthesis. For the SFF, economic
regionalisation was seen as an economic step towards the world but also
about creating links to empresarios with the same values and views of the
society. People that are easier to trust and understand. This was needed
because the cultural aspects of globalisation were perceived as a threat at
the same time as they understood that an increased internationalisation was
inevitable. In this way regionalism became a way of remixing local
identities to gain strength in their insertion to the global environment.  In
other words, the remix was needed since the Chilean empresarios felt the
urge to open up to the international markets. However, I did not find
similar feeling or commitment at the CIU, where the empresarios appeared
to be much more ‘provincial’. But there was remix in other fields. On the
professional side, the organisation found a way of dealing with the
requirements through decoupling. New kinds of professional profiles were
isomorphed by the CIU’s staff and consultants working around the
Chamber. The empresarios, on the other hand, followed a line of
continuity where I found even fewer professionals in the 1998 board
compared to 1966. This decoupling allowed the symbiosis of traditional
patterns of relation towards the State and internally in the organisation,
together with a fulfillement of the requirements from new sources of
institutional legitimacy. Even though the suspicions of the empresarios
towards the técnicos remained strong, the former could not prevent the
CIU in becoming one of the many organisations seeking funds and know-
how from IOs, in many cases without State intermediation. This marks
what I have called the process of NGOgisation at the CIU, which implies
the adoption the World-cultural requirements of the 1990s.

Turning to the SFF, meritocracy was not a problem here since the role
of técnicos had always been high in Chile - among the members of the
council, the staff, and officials. There was, however, a change in the
professionalisation profile and incorporation of new services and
consultants. But the SFF’s remix was different to the Uruguayan. It
intended to combine the (for them) positive sides of globalisation with a
centralised elite leadership sticking to traditional values, which created a
cleavage between the SFF and IOs. At the same time, I noted an increased
interaction with the State. Ironically, the Pinochet case encouraged the
process that was underway throughout the 1990s. That is, a strengthening
of the links to the State and the PGOs. For the SFF, the State was
traditionally a trustworthy partner with which it could easily confront
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World-culture. Even though this opinion will perhaps surprise many
observers, I would say that here lies the core of the SFF’s remix.

Turning back to my boxes of inquiries, I have tried to show that there
were homogenising institutions with strong pervasiveness in the two cases.
Albeit I found an early presence of them in the 1960s, it was during the
1990s with ‘globalisation’ that they gained strength in the two
environments presented here. During this period many of the similarities
that CIU, SFF and their respective institutional environments had in the
1960s were giving way to increased differences. Even if the same
exogenous institutional pressures were embedded in both cases, the clashes
with traditional institutions had a different character that stimulated new
and particular forms of remix. Furthermore, I would say that the role of the
nation-state as a prime source of institutional legitimacy at the national
environment has changed. New global and regional institutions are taking
over that position acting increasingly beyond the reach of the state.

As I have tried to demonstrate, the issue here has been of distinct
responses to common problems due to different cultural environments.
After a period of seeking common development formulas to different
countries, there are many who argue that “the attempt to come up with a
formula which all countries can use is itself flawed: circumstances vary
and so must policies.”3 Time has certainly come for a change in analytical
scope, accepting the fact that development necessarily requires distinct
strategies.

                                                          
3 www.economist.com/agenda/ 31-05-2002.
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____________________________________________

‘El tata’ and ‘el paisito’

The last inquiry box presented in the introduction contained an
underlying question related to the different developments of Chile and
Uruguay. Let me here advance some reflections that have, as point of
departure, the perspective and results of my study. Going through the
literature on Uruguay or Chile, one gets the impression of the former being
a failure and the latter a success story (with the exception of human right
issues during the military regime where both share a dismal record). I
know that even my own work can be accounted for such bias. Yet, I
believe that there is something unmistakable in the perception that the
actors had of themselves as well as the opinion of scholars specialised on
these countries. After reading about each country, one is left with the
feeling of a ‘good’ and a ‘bad’ case.1 This is probably the same feeling
guiding the people in discussion that I described in the preface. That was
also true for the interviews that I conducted where the optimism and self-
confidence that I found in Chile was far from the pessimism and
‘provincialism’ that I noticed in Uruguay.

One could argue that the much larger size of Chilean companies and
economic groups vis-à-vis the Uruguayan could be the reason, at least for
the private sector. Yet, the position of the SFF members also existed
among the officials who appeared to have a much less conflictive relation
with World-culture than the empresarios. Particularly with reference to
‘values’, which I showed in the study by analysing the interaction with IOs
and the Pinochet case. Comparing the officials from each country, there
was a striking contrast of the skilled professionals (often foreign educated)
that one generally finds in the leading posts of the Chilean State entities.
Politically appointed officials often lacked any professional qualifications
in Uruguayan case. While the former seem to be up-to-date in the
knowledge of what is going on in the world and what could be of benefit
for their work, the latter usually have a tendency of looking at the world as

                                                          
1 There are of course exemptions.  In the case of Uruguay, I have already mentioned the

work of Jorge Lanzaro who presented data showing that there is much of  ‘efficiency’
in the Uruguayan political system. Lanzaro, 2000.
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distant from their work and their ‘paisito’. It is an expression that, in my
opinion, incarnates the very feeling of distance and powerlessness when
confronting the world, which is linked to the ‘provincialism’ that I referred
to above.2 This form of contrasting the countries is of course a caricature
of the reality. Still, while most of the Chileans (empresarios or officials) I
interviewed defended their model, few Uruguayans did - perhaps even less
today if we think about the deep crisis that has affected Uruguay.
Furthermore, while most of the Chileans saw a path to follow to gain a
Chilean niche in the world, the Uruguayans were still walking in shadows.

There is though a risk in getting stuck in a narrow perception of the
Uruguayan institutions as negative and the Chileans as positive. Through
this study, however, I found that in respect to World-culture there are pros
and cons in both cases. In my opinion, caudillismo and clientelism (as
expressed in Uruguay) contain horizontal forms of relation with a
complicated mix of democratic, secular (and authoritarian?) elements that
allows an easier interaction along World-cultural values than in Chile. I
didn’t find among the Uruguayan empresarios the degree of fear towards
this side of World-culture that existed among their Chilean counterparts.
Moreover, if we look at the population in general, the Uruguayans were (in
1998) among those Latin Americans who gave a strongest support to
democracy (80 percent, compared to 53 in Chile). There was also a much
larger rejection of authoritarian government compared to democratic one.3

In Chile, we find a national environment with more vertical social
relations than in Uruguay. This pattern is particularly evident in the private
sector where the permanence of elites is constant across periods. The term
elite is more associated with ‘class’ and ‘aristocracy’ than the caudillo. In
the Chilean industrial sector, one can see that through a continuity in the
influence and power of certain families that hold a strong moral (religious
groups), ideological (financing of think-tanks and Universities) and
economic grip (the economic groups) of the sector. These elites maintained
a strong anti-rational pattern expressed through strong religious faith based
in patriarchal family structures. It was in the defence of these institutions
that they fiercely went out to protect ‘El Tata’ (Pinochet), showing that
                                                          
2 Uruguayans speak of Uruguay as ‘el paisito’, which means ‘little country’.  Besides this

meaning is also used in a very tender way of referring to the country.
3 The poll was made by The Latinobarometro in 17 Latin American countries, asking

whether democracy is preferable to any other kind of government. The figures I used
above are from 1998. If we look at the 2001 poll the figures are 79 percent in Uruguay
and 45 in Chile.  The response to the question if in certain circumstances an
authoritarian government can be preferable to a democratic one gave (for 1998) a 9
percent in Uruguay and 16 in Chile. In 2001, the difference had widened with 10 in
Uruguay and 19 in Chile. The poll was published in The Economist internet edition,
www.economist.com 26-07-2001.
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they were out of track with ‘modernising’ global institutions. Tata is a
rural expression used for an elderly male, probably a link to the prestige
that still is attributed (in the Chilean upper class) to the owners of Fundos
(hacienda).4 One can notice here the traces that inquilinaje with its
patriarchal structures have left behind in the Chilean society.

As said before, when it comes to values, the Chilean State and its
officials seem to be much more in tune with the ‘world’ than the SFF
empresarios. Nonetheless, one can also see ‘elite’ tendencies in the State
since this institution is strong in the national environment. Yet, elitism,
with its verticality, has elements that have been crucial for the Chilean
development story. One, which I often mentioned in my text, is the
tendency to centralise commanding units. This contributed to a disciplined
acceptance of different development models that have allowed deep policy
and organisational changes. Yet, such acceptance was interwoven to the
meritocratic institutions that gave strong authority to técnicos over
pressure groups. In Chile, technocratic thinking is not exclusive to one
specific political ideology and is pervasive in the State apparatus. Since
meritocracy is an institution that, with its rational bias, is inherent to the
World-cultural institutional waves described in the study. This could
explain why the Chilean environment easily adapted to both, the
desarrollismo in the 1960s, and the to the more liberal model of the 1990s.

Meritocracy appeared though to be weak in Uruguay during the periods
analysed in my study. It also appears to be one of the major points of
conflicts with the World-cultural institutions and one of the institutional
‘brakes’ to change the system. More than caudillismo that is not
necessarily a ‘brake’, as it was shown in the extraordinary period of reform
during José Batlle y Ordoñez’ government. An opinion of this period goes
beyond the scope of my study, but during Batlle’s government there seems
to have been an institutional blend that was optimal for changing the
Uruguayan society of those days. That is, between caudillismo
(centralising the system through the strong leadership of Batlle) and
meritocracy (this point requires more investigation). It may be that the
Batllismo could work under the charisma of this caudillo but, at the same
time, it seems as if it planted the seeds of the ‘brakes’ that would appear
when he was gone. Without the centralising force of Batlle the system was
caught by different caudillos leading to the fragmented patterns leading, in
turn, to the strengthening of clientelism.

                                                          
4 There is an interesting article about this in the journal Capital-Negocios y Mundo,

September 1998. It tells about the passion that the Chilean heads of powerful economic
groups show for rural related hobbies.
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My hypothesis is that this blend of clientelism and caudillismo has been
incompatible with World-culture and impeded efforts to change along
these exogenous institutional packages. If we use these as an ‘ideal type’
of modernity and success I would say that (from the perspective of World-
culture), meritocracy is closer to success and clientelism to failure. Putting
together the institutional blends that were characteristic of Chile and
Uruguay, we see that Chile is closer to success than the Uruguay since
meritocracy and elitism are not necessarily obstructing institutional
change. On the other hand, it appears to be the case of clientelism mixed
with caudillismo. What is certain though, as said above, is that meritocracy
is a necessary component of the World-cultural institutions which, in turn,
are linked to the rationalising force of the market economy. It is also in this
part that Chile has managed better the transformation towards a market
economy than Uruguay. In Uruguay, albeit attempts to introduce market-
oriented reforms, the leading doctrine is still what Robert Gilpin would
call ‘economic nationalism’. This is, essentially, a doctrine of state
building asserting that the market should be subordinate to the pursuit of
State interests, and advocating the primacy of politics over economics,
arguing that political factors do (or at least should) determine economic
relations.5 This is, in my opinion, not necessarily bad as long the State (at
least) has the capability of remixing to new institutional challenges.

In ending, I am aware in that the ideas expressed here go beyond the
scope of the analysis of my two cases. I choose therefore to express them
in the epilogue and not in the conclusion. I am also aware with the fact that
the ideal type used here we miss out other relevant variables. But my
intention in this epilogue was not to provide answers of the ‘have-to-be
type’. I prefer here to say, as Karl Popper did; “If you ask me, “How do
you know?” my reply would be, “I don’t; I only propose a guess. If you are
interested in my problem, I shall be most happy if you criticise my guess,
and if you offer counterproposals, I in turn will try to criticise them.”6

                                                          
5 Gilpin, 1987:26.
6 Miller, 1985:30.



Appendix 225

      Appendix 1. Uruguayan Ministers of Industry

1907 MAR.   Dr. GABRIEL TERRA 1951 MAR.   Dr. JOSE G. LISSIDINI

1907 NOV.   Sr. ANTONIO CABRAL 1952 MAR.   Dr. HECTOR A.
GRAUERT

1908 SET.    Sr. JULIAN DE LA HOZ 1955 MAR.   Dr. CARLOS B.
MORENO

1909 -   Sr.  ALFREDO GIRIBALDI 1957 -            Dr. FERMIN
SORHUETA

1909 NOV.    Sr. JULIAN DE LA HOZ 1958 MAY.   Dr. HECTOR A.
GRAUERT

1912  -    Dr. EDUARDO ACEVEDO 1959 MAR.   Sr. ENRIQUE E. ERRO

1913 ABR.   Sr. JOSE RAMASSO 1960 ENE.    Dr. ANGEL MA.
GIANOLA

1915  -   Dr. JUSTINO JIMENEZ
DEARECHAGA

1963 MAR.   Dr. WALTER R.
SANTORO

1915 MAR.   Dr. JUAN JOSE DE
AMEZAGA

1964 JUN.     Sr. FRANCISCO
MARIO UBILLOS

1916 JUL.     Dr. JUSTINO JIMENEZ DE
ARECHAGA

1967 MAR.   Dr. JULIO LACARTE
MURO

1916 DIC.     Sr. HILARIO HELGUERA
(H.)

1967 JUN.     Sr. ZELMAR
MICHELINI

1917 MAY.   Dr. JUSTINO JIMENEZ DE
ARECHAGA

1967 OCT.    Dr. HORACIO ABADIE
SANTOS

1918 DIC. Sr. JUAN ANTONIO BUERO 1968 MER.   Dr. SANTIAGO DE
BRUM CARBAJAL

1919 FEB.    Sr. SANTIAGO RIVAS 1968 MAY.   Dr. JORGE PEIRANO
FACIO

1919 -  Sr. LUIS C. CAVIGLIA 1969 JUN.     Dr. VENANCIO
FLORES (Interino)

1922 DIC.  Sr. CARLOS MANDILLO 1969 SET.     Dr. JULIO MA.
SANGUINETTI

1922 DIC.   Sr. JOSE F. ARIAS 1971 ABR.   Cr. JUAN AMESTOY

1925 MAR.   Sr. CARLOS MANDILLO 1972 MAR.   Dr. JORGE
ECHEVARRIA LEUNDA

1925 JUN. Dr. CESAR MAYO GUTIERREZ 1972 JUN.    lng. LUIS BALPARDA
BLENGIO

1927 MAR. Sr. CARLOS MANDILLO 1973 MAY.   Dr. JORGE PRESNO
HARAN

1927 MAR.   Dr. EDUARDO ACEVEDO
ALVAREZ

1973 JUL.     Dr. JOSE E.
ETCHEVERRY STIRLING

(Continued…)
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   Appendix 1. Uruguayan Ministers of Industry (…continued)

1927 OCT.    Sr. CARLOS MANDILLO 1974 AGO.   lng. ADOLFO
CARDOSO GUANI

1929 MAY.   Sr. EDUARDO CASTILLO 1976 SET.    lng. LUIS H. MEYER

1933 ABR.    Dr. AUGUSTO CESAR BADO 1980 MAY.  lng. FRANCISCO D.
TOURREILLES

1934 JUL.     Sr. JOSE REAL IDIARTE 1982 JUN.    Cr. WALTER
LUSIARDO AZNAREZ

1935 -           Dr. AUGUSTO CESAR BADO 1982 DIC.    Cr. JUAN A. CHIARINO
ROSSI

1935 ABR.   Sr. ZOILO SALDIAS 1984 -           Esc. FELISBERTO
GINZO GIL

1938 -           Sr. ABALCAZAR GARCIA 1985 MAR.  Dr. CARLOS J. PIRAN
1939 -           Dr. GERVASIO DE POSADAS
BELGRANO

1986 ABR.   Dr. JORGE PRESNO
HARAN

1941 MAR.  Dr. JULIO CESAR CANESSA 1990 MAR.  Dr. AUGUSTO
MONTESDEOCA

1943 MAR.  Sr. JAVIER MENDIVIL 1992 FEB.   Ec. EDUARDO ACHE
1945 OCT.   Sr. RAFAEL SCHIAFFINO 1994 MAY. Sr. MIGUEL A. GALAN
1947 MAR.  Sr. ALVAREZ CINA (interino) 1995 MAR. Cr. FEDERICO SLINGER
1947 MAR.  Dr. ALBERTO ZUBIRIA 1996 DIC.   Dr. JULIO HERRERA

1948 -           Sr. FERNANDO FARINA 2000 ENE.  Cr. PRIMAVERA
GARBARINO

1949 OCT.   Dr. SANTIAGO 1. ROMPANI 2000 MAR.  Dr. SERGIO ABREU

Source: MIEM, http://www.MIEM.gub.uy/
The abbreviation Dr. (doctor) is a lawyer; Cr. (contador) is an accountant; Ing.
(ingeniero) is an engineer; Esc. (escribano) is a notary and Sr. (señor) is Mister
(no proffesional title).
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Appendix 2. Organisations found in the CIU Ars

1966 1998
State Global Regional State Global Regional

Presidencia 5 UNIT 2 ALALC 7 Presidencia 6
EURO

CENTRO 5 ALADI 1

Presidente

Congreso
Lanero

Mundial 1 AILA 1
Min. de
Economia 7 ISO 2 MERCOSUR 31

Consejo Nacional de
Gobierno

Conf.
Internacional
del Trabajo 1

Comision de
integrac.
regional 1 MIEM 11 OIT 4 SGT N.7

Min. de Industria y
Comercio 11

Com. de
integracion

eléctrica
regional
(CIER) 1

Min. de Rel.
Ext. 2 OIE 2

Programa
Bolivar 3

Min. de Ganadería y
Agricultura 2 Min. de trabajo 1 OMC 1 ALCA 7

Min. de Hacienda 8
Min. de Educ.
y Cultura 3 ONUDI 3 G. M. Comun 1

Min. de Trabajo y
Seguridad Social 2

Min. de
Turismo 1 BID 4

Comunidad
Andina 1

Min. de Relaciones
Exteriores 2

Min. de
Ganaderia 1 IAF 1 CIM 3

Consulado en San
Francisco (USA)

Min. de Salud
Publica 1 PNUD 1

Tall.empr. de
ALCA

Embajador en Argentina

Min. de
Vivienda Ord.
Territorial y
Medioamb.
(MVOTMA) 3 GTZ 3 SGT N.10

BROU 12 BROU 2 TIPS 5 AILA 1
Parlamento 3 Bco. Central 1 UE 6

CIDE 2
Bco.
Hipotecario 1

Foro
consultivo 1

ANCAP 2

Comite
consultativo en
areas de tecn.
calid. y prod. 1 Comisec 1

Adm. Nacional de
Puertos 1

Comite
nacional de
calidad 2

Policia 1

Comite
consultivo en
tecn. calidad y
prod. 2

Comision asesora de
origen 1

Comité
consult. de la
com. tecn. guv.
del ozono. 1

(Continued…)
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Appendix 2. Organisations found in the CIU Ars (…continued)

1966 1998
State Global Regional State Global Regional

Com. de medidas sobre
estabilización… 1

Comision
asesora de
Pymes 1

Com. Directiva
honoraria de
laboratorios… 1 Correo 3
Com. de as.
Económicos y de
fomento a la ind. 1 ANCAP 1
Com. Asesora de
recargos (Min. de
Hacienda) 1 BPS 1
Com. de Asuntos
Sociales y del Trabajo 3 UTE 1
Consejo nacional de
acuerdo social 1 INE 2
Bco. de Prevision Social 2 AFE 1
Asignaciones Fliares ANP 1

DYNAPIME 3
SENAE 11
LATU 18
Promoexpo 3
Uruguay XXI 2
CONICYT 3
IMM 8
Universidad 2
CEGETEC 3
COTAMA 2
DINAE 1
P. legislativo 14
JUNAE 4
DINAMA 2
Dir. Nac. De
Carceles 1
Consejo Nac.
de seguridad 1
CND 1

Total 62 4 10 136 31 56

Source: CIU, 1966; CIU, 1998.
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Appendix 3. Organisations Found in the SFF Ars

1966 1998
State Regional Global State Global Regional

Presidencia 8 CICYP. 1 FMI 2 Presidencia 3 OMC 1
CAN N*17
– México 1

Presidente ALALC 20 IFC 2 Min. de trabajo 2 CDG 2
ALC –
Centroam 1

Poder Ejecutivo AILA 7 BID 3 Min. de Economía 2 CEPAL 1
MERCOSU
R 3

Min. de Hacienda 6 INTAL 1 CEPAL 4 Min. de R. Exteriores 7 WEF 1 TLC – UE 1

Min. de Minería 1
Bco.
Mundial 2 C. de R. Exteriores ALADI 1

Min. de Trabajo 1 OIT 2
Dir. Gral. De Rel. Ec.
Int. TLC-Canada 1

Min. de Justicia 3 Harvard 1 Min. de Hacienda 1 UE 1

Min. de Economía 4
Conf. Int del
Trab 1

Min. de Transporte y
T. 1

Min. de Rel.
Exteriores 1 Min. de Ecucación 1
CORFO 17 Min. de Justicia 1

ODEPLAN 1
Min. de P. y
Cooperac. 1

Bco. Del Estado 3 Min. de salud 2
Bco. Central 12 Dirección del trabajo 1
Instituto de
Economía 2

Servicio de
Impuestos Internos 2

DIRINCO 1 Bco. Central 2
Dir. De Estadística
y Censo 3 INE 1
Comisión Mixta –
Bco. C. y SFF 1

Gendarmería de
Chile 1

Aduanas 2 CONAMA 10
Serv. Nac. De
Impuestos 1 CORFO 2
Serv. De Coop.
Tecnica 1 Parliament 9
Inst. de Desarr
Económ. 1 Cámara de Senadores
Serv. Nac. De
Salud 1 Cámara de diputados
CEDEM 1 Universidad de Chile 2

Parlanento 14
Superintendencia de
valores y  seguros 2

Cámara de
Diputados SESMA
Cámara de
Senadores

Contralor G. de la
República 1

Universidad de
Chile 1 Depto. H. Ambiental 1

Ser. De Salud del
Ambiente 2
Municipalidad de
Santiago 1
SEREMI 8

Total 86 29 17 66 5 9

  Source: SFF, 1966; SFF, 1998.
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Appendix 4.  Presidents of the SFF

Name Company
(position)

Profesional
profile Period Interaction with the State State employment

during presidency of:

Augustin Edwards Ross El Mercurio
Dueño Empr. 1883-1884 Min. de Hacienda n.d.

Vicente Pérez Rosales - Empr. 1884-1885 Cónsul y Senador n.d.

Ramón Barros Luco - Abogado 1885-1888 Min. de Interior 1894-,
1901-1993

José Montt Alvarez
Germán R. Errázuriz

Domingo Matte Perez - 1888-1895 - -
Benjamin Dávila Larraín - Médico 1895-1898 - -
Hermógenes Perez de Arce
Lopetegui - Periodista 1898-1902 Min. de Hacienda, 1886-1896 José M. Balmaceda

José Montt Alvarez

Enrique Budge Prats - Empr. 1902-1908 Comisionado por Gobierno,
1878 Anibal P. Garmendia

Enrique Lanz - Ing. 1908-1912 - -
Ascanio Bascuñan Sta.
María - Ing. 1912-1917 - -

Eliodoro Yañez Ponce - Abogado 1917-1925 Ministro Arturo Alessandri
Guillermo Sobrecaseaux
Pérez - Ing. 1925-1930 - -

Camilo Carrasco Bascuñan - Ing. 1930-1934 - -

Walter Muller Hess Sometal
Ejecutivo Ing. 1934-1955

Chairman of CORFO’s
commissions and technical
advisor.
Emb. en Inglaterra 1959 – 1962

Carlos Ibañes
Jorge Alessandri

Domingo Arteaga Infante Ing. 1955-1959 Dir. de Bco. Central, 1959-1961 Jorge Alessandri

Eugenio Heiremans Despoy SOCOMETAL
Dueño Empr. 1959-1962 Dir. de CORFO Jorge Alessandri

Fernando Smits Schleger SIC
Dueño Empr. 1964-1966 Dir. de Bco. Central Eduardo Frei

Eugenio Heiremans Despoy SOCOMETAL
Dueño Empr. 1966-1969 Dir. de CORFO Jorge Alessandri

Eduardo Frei
Pedro Mendes Prendez Dueño Empr. 1969-1971 - -
Pedro Liria Vergara 1971 - -
Orlando Saenz Rojas Dueño Ing. 1971-1974 - -
Raúl Lahli Naterman Dueño Ing. 1974-1973 - -

Domingo Arteaga Garcés Dueño Empr. 1975-1978 Ing. De Corfo Carlos Ibañes

Hernán Daroch Luci Enlosados Conde Empr. 1978-1981 - -
Bruno Casanova Arancibia Dueño Empr. 1981-1982 - -

Ernesto Ayala Oliva CMPC
Ejecutivo

Ing.
1982-1987 Depto. eléctrico de CORFO,

1939-1944

Pedro A. Cerda
Gerónimo Méndez
Juan A. Ríos

Fernandez Agüero Garcéz Ing. 1987-1991 - -

Hernan Briones Gurostiaga Indura
Dueño

Ing. 1991-1993 Ing. de CORFO
Negociador de deuda externa

Carlos Ibañes/
Jorge Alessandri

Pedro Lizana Greve Dueño BA 1994-1997 - -

Felipe Lamarca COPEC
Ejecutivo

BA 1997- Dir. de Impuestos Internos Augusto Pinochet

Source: Annual Reports; Ceppi et al, 1983; CORFO; Banco Central; Interviews
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Appendix 5. Presidents of the CIU

Name Company
(position)

Profesional
profile Period Interaction with the State

State employment
during presidency

of:

Enrique S. Gianelli Dueño Empr. 1898-1899 - -
Pablo Varzi Dueño Empr. 1899-1901 - -
Sexto Bonomi Dueño Empr. 1901-1902 - -
Bartolome Triay Dueño Empr. 1902-1903 - -
Ramon Cerviño (H) Dueño Empr. 1903-1905 - -

Juan Domingo Lanza Dueño Empr. 1905-1906-
1911/1913 BROU, Vocal, 1912-1926

J. Batlle y O.
Feliciano Viera
Balthasar Brum
José Serrato

Antonio Barreiro y
Ramos Dueño Empr. 1906-1908 BROU, Vocal, 1905-1916 J. Batlle y O.

Feliciano Viera

Franciso Graffigna Dueño Empr.
1908-1909
1920-1921
1923-1924

- -

Gabriel Terra - Abogado 1909-1911
Emb. Italia, 1917-1920
BROU, Presidente, 1933-
34

Gabriel Terra

Luis C. Caviglia Dueño Abogado 1914-1916 - -
Santiago Fabini Dueño Empr. 1918-1920 - -

Ramon Alvarez Lista Dueño Abogado
1921-1922
1923-1924
1946

- -

Carlos Sapelli Dueño Empr. 1946-1953 BROU, Presidente, 1938-
39

Alfredo Baldomir

José Serrato - Ing. 1953-1955 n.d. n.d.
Walter W. Baethagen n.d. Empr. 1955-1956 - -
Julio G.  Aznares Dueño Ing. 1956-1958 Min. en España n.d.
Gervasio a. de Posadas
Belgrano n.d. Abogado 1958-1962 Min. de Industria,  1939- Alfredo Baldomir

Horacio Abadie Santos - Abogado 1962-1967 Min. de Economía O.D.Gestido
Alfredo D.
Deamobrosis n.d. Empr. 1967-1971 - -

Jorge Cervino Cavajani FNP
Dueno Abogado 1971- Min. de Economía, 1985-

1990 J. M. Sanguinetti

Juan Angel Mutio Dueño Enólogo 1971-1972

Edgardo Héctor Abella n.d. Empr. 1972-1977 Emb. Inglaterra y España
1977-1981

Aparicio Mendez

Helios Maderni BAO
Ejecutivo Empr. 1977-1978 - -

Roberto Gomez n.d. Empr. 1978-1979 - -
Gregorio Aznares Dueño Ing. 1979-1981 - -
Luis Bonomi Dueño Ing. 1981-1984 - -

José Villar Gomez n.d. Empr 1984-1987   Min. de Turismo, 1995-
2000

J. M.Sanguinetti

Nestor Consentino n.d. Empr 1987-1990 - -
Pedro Nicolas Baridon n.d. Empr 1990-1992 - -
Cesar Rodriguez García n.d. Empr 1992-1994 - -
Jacinto Muxi Muñoz Dueño Ing/Quim. 1994-1996 - -
Diego Balestra Dueño Ing/Agro. 1996-1998 - -
Gualberto Rocco Ejecutivo Empr 1998-2000 - -

Source: Annual Reports; Ministry of Foreign Affairs; BROU; BSE; ANCAP; Interviews
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