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Chapter 2: The Emergence of Chile’s Lithium Industry & Relevant Mining
Legislation

This chapter identifies the public and private actors involved in lithium production and
explores the history of public-private partnerships and corporate acquisitions. It traces the history
of Chile’s lithium industry and relevant mining legislation. Later, the chapter weaves in broader
political shifts and events, such as the Cold War, Pinochet’s dictatorship, and Chile’s adoption of
a neoliberal economic development model. This history was gathered through a collection of
literature reviews, exploration of legal declarations and precedents, as well as through interviews
with representatives at SQM, Albemarle, and CORFO. These historical events and
transformations have directly shaped the industry’s contemporary context; it also helps to explain
how the country’s political economy has shaped Chilean extractivism and why it differs from

neighboring countries that also possess reserves of lithium.

Lithium’s Discovery in Chile

Lithium was first discovered in the Salar de Atacama in 1962 by a copper mining
company, Anaconda, who was searching for additional water sources for their operations.®> It is
important to note here how central mining is to the Chilean economy and the country’s approach
to development. In 2016, mining —mostly copper— accounted for around 12 percent of Chile’s
GDP.3¢ Paralleling many other extractive models in Latin America, Chile exploits natural
resources in the name of national economic development, which reflects one of the many lasting
legacies of European colonialism. European rule established the foundations for extractive

economies, such as the Spanish exploitation of Potosi’s silver supply in the sixteenth and

35 Jerez, et al., “Lithium Extractivism and Water Injustices in the Salar de Atacama, Chile.”
36 Sally Babidge and Paola Bolados, “Neoextractivism and Indigenous Water Ritual in Salar de Atacama, Chile,”
Latin American Perspectives 45, no. 5 (2018): 170-85.
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seventeenth century. The US perpetuated these extractive economies through developing and
relying on exploitative structures, such as Central America’s banana republics. Today, our
contemporary globalized economy encourages resource-rich countries to export their raw
materials to other countries for processing that have more advanced technological capacities.
Chile happens to be a very natural resource-rich country and has leveraged these resources to
facilitate high levels of economic growth. Though many applaud their success, others have
defined Chile’s current political economy as “neoextractivist.”’

During the 1960s, CORFO, the Corporacion de Fomento de la Produccion, began
developing the non-metallic mining sector, initiating exploration studies in the north to explore
feasibility in the region. CORFO focused their mineral and hydrologic studies in the Atacama
Desert and its salt flats.’® CORFO is the Chilean economic development agency, tasked with
increasing competitiveness and diversification of Chilean production.?® To drive national
development, the agency encourages investment, innovation, and entrepreneurship.*’ As one
participant explained, CORFO is part of the Ministry of Economy; it has played (and continues
to play) a major role in the development of the lithium industry and in shaping Chile’s broader
business climate.*!

At the same time, further south in Maricunga, CODELCO and ENAMI —two Chilean
state-owned mining companies— led exploration projects.*> Though this information about
Maricunga is important for broader context regarding industry stakeholders in Chile, this project

will focus specifically on mining in the Salar de Atacama.

37 Tbid.

38 Interview #2. January 9, 2023.

39 “Corporacion de Fomento de la Produccién,” CORFO, https:/www.corfo.cl.
40 Ibid.

4! Interview #2. January 9, 2023.

42 Ibid.
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Later, in the 70s, CORFO formalized its rights to subterranean non-metal minerals in the
Atacama. By 1977, CORFO possessed 59,820 lithium mineral rights in the Salar de Atacama.*
Eventually, two lithium mining operations emerged, Sociedad Chilena de Litio (SCL) and
Sociedad Minera Salar de Atacama S.A. (MINSAL); both partnered with CORFO who rented
out national mining rights.** Though the SCL and MINSAL followed distinct trajectories over

the following decades, lithium production began for both companies in the 1980-90s.

Corporate histories
Evolution of Albemarle

The Sociedad Chilena de Litio (SCL) was a joint venture between CORFO and Foote
Minerals, a US company, that began in 1980. Ownership was 55 percent Foote Mineral and 45
percent CORFO.* CORFO granted SCL authorization to exploit 200,000 tons of lithium in
1984, marking the beginning of production.*® CORFO granted them exclusive rights to operate
in the Salar de Atacama for 8 years.*’

In 1989, CORFO sold its shares in SCL to Foote Minerals, which later partnered with
Chemetall, a German company, in 1998. In 2004, Rockwood Holdings Inc., a U.S. company,
bought Chemetall and later, in 2012, the company became Rockwood Lithium Ltd. In 2017,
Albemarle, a U.S. entity, bought Rockwood. This operation, which began as the partnership

between SCL and CORFO, will be referred to as Albemarle from now on.

43 José Aylwin, Marcel Didier, and Oriana Mora, “Human Rights Impact Assessment of SQM Against the Rights of
the Lickanantay Indigenous People,” Observatorio Ciudadano, December, 2021, https://observatorio.cl/wp-
content/uploads/2022/05/eidh-sqm-english-version.pdf.

4 Lorca, et al., “Mining Indigenous Territories.”

45 Rafael Bonilla, Estudio de caso sobre la gobernanza del litio en Chile, Natural Resources and Development,
CEPAL, (2020), https://www.cepal.org/es/publicaciones/45683-estudio-caso-la-gobernanza-litio-chile.

46 Jerez, et al., “Lithium Extractivism and Water Injustices in the Salar de Atacama, Chile.”

47 Bonilla, Estudio de caso sobre la gobernanza del litio en Chile.
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In 2016, CORFO and Albemarle negotiated a new contract that went into effect in 2018,
extending Albemarle’s production quotas through 2044.4% Other components of this contract —
such as the royalties and community benefits— will be discussed later. As the CORFO
representative explained, the changes in the market for lithium required the modernization of the
contracts.*” Rising demand for lithium allowed CORFO and the Chilean state to leverage more
beneficial contract terms, with significant increases in royalty payments and taxes.

SOM’s Journey

The only other corporate actor within the Chilean lithium sector today is SQM, whose
origins also trace back to the 80s. Following feasibility studies in the north, CORFO eventually
opened bids for an international project to produce potassium salts, boric acid, and lithium in
1983. US company, Amax Inc., won the bid. As is the case today with mining operations in the
Lithium Triangle, Chile turned to international actors to access foreign capital and technical
expertise.

As aresult, in 1986 CORFO founded the Sociedad Minera Salar de Atacama Ltda —or
MINSAL- with participation of the U.S. Amax Exploration Inc. and the Chilean company
Molymet.*® In terms of ownership of MINSAL, Amax Inc. constituted 63.75 percent, CORFO 25
percent, and Molymet 11.25 percent. That year MINSAL began exploration in the Salar de
Atacama; CORFO authorized an extraction quota of 180,100 metric tons over the course of the
following 30 years.’!>? The lease agreement included a royalty of 6.8 percent that MINSAL was

required to pay CORFO on the sale of lithium products.

48 Interview #6. January 20, 2023.

4 Ibid.

50 Jerez, et al., “Lithium Extractivism and Water Injustices in the Salar de Atacama, Chile.”
5! Ibid.

52 Bonilla, Estudio de caso sobre la gobernanza del litio en Chile.
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The previously state-owned Sociedad Quimica y Minera de Chile —formerly
SOQUIMICH, now SQM- became involved with MINSAL in 1993; in 1994, SQM became the
sole owner.>* SQM began lithium carbonate extraction in the Salar de Atacama in 1996.°* Today,
in Chile, SQM and Albemarle are the only two companies able to exploit and produce lithium

carbonate.

The Chilean Political Context Surrounding Lithium Extraction

From the 1960s through the turn of the 21st century, the lithium industry was shaped by
several external factors that influenced both market dynamics and relevant policy. This section
will explain the various economic and political factors that played a role in shaping the late 20th
century.

One significant factor was a shift in the role of the Chilean state. The history of both
Albemarle and SQM illustrates the trend of decreased state participation within the industry over
time. Furthermore, an increase in private investment and involvement characterized Chile’s
lithium industry in the 80s and 90s. These shifts in the market were emblematic of broader socio-
political changes. Salvador Allende, Latin America’s first democratically elected socialist
president, attempted to nationalize many natural resources, such as copper.>> The nationalization
effort was part of his broader economic, agricultural, and labor reforms. Following the US-
supported military coup of 1973 which propelled Augusto Pinochet into power, the country
underwent extreme political and economic transformations. Prior to Pinochet and his imposition

of neoliberal economics, the state played a significant role in regulating industry and promoting

53 Lorca, et al., “Mining Indigenous Territories.”
54 Jerez, et al., “Lithium Extractivism and Water Injustices in the Salar de Atacama, Chile.”
55 Bonilla, Estudio de caso sobre la gobernanza del litio en Chile.
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entrepreneurship, investment, and industrialization. This large state role is evidenced in the
creation and mission of CORFO.>

Under Pinochet’s military dictatorship, however, Chile adopted a framework of economic
liberalization and privatization, embracing a business-friendly approach that emphasized free-
market principles, deregulation, and a less involved state.>” Many policies drafted in the 80s were
attempts to reverse the reforms implemented in the 70s. It was within this context, to liberalize
the Chilean economy and appeal to foreign investment, that both the Mining Code and
Constitution of 1980 were written and entered into effect.’® These two pieces of legislation will
be explained in more detail below.

Despite the regulatory framework that ceded control of the mineral to the state, the
military regime ultimately facilitated increased public-private partnerships. Although Pinochet
likely would have preferred for Chile’s private sector to develop mining operations, Chile lagged
behind in terms of technological capabilities and expertise. Through these public-private
partnerships established in the 80s, the state provided the mining properties and rights, while
multinational companies brought financial capital and their technical capacity to exploit and

produce lithium.>

Broader Geopolitical Context & the Subsequent Regulatory Framework
As new forms of nuclear and atomic technology developed during the Cold War arms
race, lithium became a coveted material due to its nuclear capabilities. In the US, therefore,

lithium became considered a “strategic resource” necessary for ensuring national security.

3¢ Ibid.
37 Tbid.
38 Ibid.
39 Tbid.
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