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Editorial

Seeking a Fine Balance
From New York to London, Hong Kong and Santiago,
corporate governance – broadly, the rules, processes, or laws
by which businesses are operated, regulated, and controlled –
has become a key issue of competitiveness for companies and
the countries where they operate.
Of course, not all businesses have been well governed.
Cases such as Enron, WorldCom or the 2008 financial meltdown
in which directors, in some cases, seemed to be unaware of
the high level of risk assumed by their companies, have drawn
attention to the importance of good governance and the need to
reinforce standards to achieve this goal.
This too is of great importance in Chile.
In this month’s issue of bUSiness Chile we discuss the
successful resolution of the dispute between the British
multinational mining company Anglo American and Chilean
state-owned mining firm Codelco. The relatively recent overhaul
of Codelco’s corporate governance was crucial to arriving at a
solution based on private negotiation that is beneficial for all
parties involved. This has served as a positive signal to foreign
and local investors alike.
We also discuss Chile Day, held again this year in London,
where Finance Minister Felipe Larraín was applauded for
Chile’s handling of recent corporate governance issues.
This has been achieved through a combination of proactive
regulation and active shareholders that have drawn
attention to weaknesses in time to identify problems and
develop more effective solutions.
Despite recent headlines in Chile, corporate governance has
generally been a good story for the country – not because there
haven’t been any problems – but because the institutions that
the country has developed to manage such situations have been
effective in dealing with them in a timely way.
But there is no doubt that Chile needs to do more to
maintain its overall competitiveness, in particular to increase the
attractiveness of its capital markets for potential investors.
What Chile has done and plans to do is covered in this
month’s Special Report. The country must continue to
ensure that the benefits of business growth are shared by all

stakeholders and that the asymmetry of information between
shareholders of different sizes, as well as with management, is
effectively managed.
At the same time, corporate boards must be regulated to
ensure compliance while remaining free to promote performance
– a delicate balance that is difficult to achieve.
In the United States, in the aftermath of Enron, the Sarbanes–
Oxley legislation was passed with an emphasis on compliance,
process and risk management. Companies incurred heavy costs
in order to conform to the new legislation which is perceived
to have hindered, to some extent, the competitiveness of the
US capital market. In addition to the cost factor is the concern
that more time is being spent on compliance than on strategic
planning, thereby affecting value creation for shareholders.
Today in Chile, discussion surrounds a proposal to introduce
a new code of conduct based on self-regulation – a relatively new
concept in Chilean corporate governance. The private sector is
concerned about added costs and the degree of applicability of the
legislation as currently drafted to a country where most companies
are controlled by a limited number of shareholders. There is also
concern that, in addition to compliance, more time needs to be
spent on planning and marketing - matters which are increasingly
important to local boards given Chile’s stage of development and
need to compete more on ideas and value as opposed to cost alone.
The good news is that the discussion is taking place.
There is a need to address many issues in Chile including
the code of conduct, but also important matters relating to
value creation including greater board diversity and better
management of stakeholders.
We at AmCham believe Chile is on the right path to achieving
a fine balance between compliance and performance with an
emphasis on self-regulation that is a key element to ensuring
the country’s long-term competitiveness. Chile has sought
its own solutions in many areas of the economy in the past
and these have often led to success. We expect the same to
occur with respect to corporate governance, thereby serving
to enhance competitiveness and to promote both foreign and
domestic investment.
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TRADE TESTIMONIAL

A Roadmap to Success
Beyond free online maps and directions, the Chilean company
Mapcity.com offers a range of geobusiness solutions to help
companies orient their marketing strategies.
By Julian Dowling

R

oberto Camhi loves to fly.
When he can take time
off, which isn’t often these
days, the founder and CEO
of the Chilean company
Mapcity.com takes to the skies over
Santiago in a glider. It’s just a hobby,
he says, but it helps him to get his
bearings and unwind.
At the mercy of air currents, a glider
pilot must know where he’s going to
avoid mishaps, Camhi explains. “I see
a link between flying and geography,”
he says, gesturing towards the
photos of gliders that cover the wall

Roberto Camhi, Mapcity.com
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of his office in Santiago’s El Golf
business district.
In fact, Camhi’s interest in
geography goes back a long way.
The idea for Mapcity came to him
in 1997 when he went to visit his
brother who was studying in Boston.
Disoriented in a strange city, he
used Mapquest.com to find his way
around. The website was so helpful
that on returning home he decided
to make a Chilean version.
When Camhi and his partners
launched Mapcity a year later, the
website (then Mapcity.cl) was simply
an online map that could show you
how to get from A to B in different
Chilean cities. “We were the first in
South America to put maps online, it
was a big deal,” recalls Camhi.
Camhi, who has a degree in
computer engineering and an MBA,
already had some experience with
maps. His company Ingeniería y
Sistemas Gráficos (ISG), created
in 1994, designed geographic
information systems for industries
such as forestry and mining, so it
was just a matter of adapting the
system for the general public.
Like Mapquest, Mapcity’s business
model was based on advertising with
restaurants, banks, service stations
and other companies paying for their
logos to appear on maps.
But the model was not as
successful as Camhi had hoped.

Mapcity survived the bursting of the
dotcom bubble in the late 1990s but
foreign investors, including the US
group ITC Ventures that bought a
7% share, lost interest and spending
on Internet advertising plummeted.
Everything changed, however, with
the Chilean census in 2002. Camhi
and his team took the results from
the census, which is carried out in
Chile every 10 years (the last one was
earlier this year), and incorporated
the data into Mapcity’s systems.
This allowed Mapcity to offer
clients custom-made maps overlaid
with demographic data such
as population by age group or
gender, as well as the company’s
own information including branch
locations and demand.
For companies looking to expand,
where to open a new branch or focus
their marketing efforts could mean
the difference between success and
failure. That’s where Mapcity can
help them save time and money,
explains Camhi.
But it also means Mapcity has
access to sensitive information about
its clients’ customers. “The basis
of our business is confidentiality,”
says Camhi. “Nothing would work
on Mapcity without a strict nondisclosure agreement.”
Today, Mapcity’s website receives
about 3 million visitors a month,
including 80% from Chile. The site,

which generates income through
banners ads, is also available as an
app on smartphones and tablets.
In 2007, its popularity earned
Mapcity a place on the marketing
organization Superbrands’ list of top
Chilean brands. The company has
also signed an alliance with Google
Maps and is working to incorporate
GPS and satellite imagery to improve
the quality of its maps.
But the heart of Mapcity’s business
model is its customized geobusiness
services. In fact, 90% of its revenue
today comes from business-tobusiness solutions and only 10%
from its website, points out Camhi.
The strategy appears to be working.
Apart from a blip after the 2008
financial crisis, Mapcity has been
growing at double-digit rates for the
last decade and generates annual
revenues of around US$9 million.
The company has worked with 300
clients in the past 24 months of which
roughly 40% are banks. The remainder
is a mixture of multinationals such as
Coca Cola and Procter & Gamble,
as well as local department stores,
telecom firms, real estate brokers and
auto dealers.

Mapcity’s services are especially
sought after by banks and
department stores that issue credit
cards, says Camhi. That’s because
it can help them identify residential
zones with the greatest credit risk
and the location of existing and
potential clients.
To do this, Mapcity uses
commercially available software, but
Camhi stresses it is the company’s
web mapping expertise that adds
value. “It’s like baking bread, it’s not
just about the ingredients and we
know how to make good bread.”
In 2008, the company established
a call-center in Chile to complete
the value chain. Once a target area
is identified, telemarketers call
potential customers on behalf of
clients. “The call-center puts the
geobusiness we do into practice,”
explains Camhi.
Now Mapcity is focused on
regional expansion. It has already
opened offices in Peru and, most
recently, in Colombia. By 2013,
Camhi expects these two countries
to account for about 30% of the
company’s revenues. “It helps that
our business model is not well

developed in these countries.”
Chilean companies such as
shopping mall developer Mall Plaza
have also hired Mapcity to assist
their expansion in other countries
of the region. “Our brand crosses
borders,” says Camhi.
Next year, Mapcity has its sights
set on Mexico. “Mexico is a huge
market and we are restructuring our
business to meet this challenge,”
he says.
For consumers, Mapcity remains
a source of online maps and
directions— now you can even
tweet an address to Mapcity, and
it responds within seconds with a
map of how to get there.
But for companies, Mapcity is
much more than this. It provides
a treasure map with potentially
huge rewards. As Camhi says,
“we don’t just do maps, we profile
consumer tastes.”
From his perspective, often high
up in a glider, there is clearly more to
a map than meets the eye. bUSiness chile

Julian Dowling is Editor of bUSiness CHILE
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WORKPLACE safety

Protecting

Chile’s Miners

Everything was looking so good when bUSiness CHILE reported on the
state of mining safety in Chile last year: mining accidents had halved
and the number of mine inspectors doubled in the first half of 2011.
Another year on, however, and improvements seem to have stagnated
while a debate over how to better protect mining workers is holding
back new legislation.

By Olivia Crellin

W

hile the world’s attention
was fixed on Chile in 2010,
waiting to see the miraculous
rescue of 33 miners trapped
in the bowels of the Atacama
Desert for 69 days, President Sebastian
Piñera promised new laws to improve
mining safety in the country. Yet two
years on, those promises are starting to
look as hollow and unstable as the San
José mine itself.
It’s true that significant improvements
were made following the accident:
according to figures from a report
published by the Ministry of Mining,
fatalities dropped from 45 in 2010 to
29 in 2011. Accidents in Chile's mines
also fell last year by 40% to their
lowest level in 21 years.
Chile has also made notable
progress in safety inspections. Before
the San José incident there were only
18 inspectors for the 5,400 mines
nationwide compared with 47 now,
and the number of checks has almost
tripled in the past two years from 2,586
in 2010 to over 5,000 so far this year.
There are small signs, however, that
standards are beginning to slip and
accident numbers creep back up.
Already this year 15 miners have died
which is three more than in the same
period of 2011, according to Chile’s
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National Geology and Mining Service
(Sernageomin), the state body tasked
with regulating the country’s mining
industry. The increase is marginal
but perhaps indicative that now the
spotlight has moved on, so too has the
pressure to improve conditions.
Chile is not the only country that has
struggled to improve mining safety
standards. New Zealand, another

“Chile needs to radically
improve the staffing and
equipping of Sernageomin
so it can effectively
supervise small mines.”
Gastón Araya,
Laguna Resources

small country that suffered a mining
accident in 2010 – the Pike River
Mine disaster in which 29 miners
died – created a High Hazards unit
last year to supervise its 30 mines,
but it faces similar problems to Chile
including underfunded watchdogs
and regulatory inertia.
Failure to reform
Despite the initial improvements
after the San José incident, promises
to reform mining legislation are still
unfulfilled. An example is Chile’s
failure to ratify the International Labor
Organization (ILO) convention 176,
which President Piñera promised to do
back in 2010.
This
convention
establishes
workers' rights to refuse work they
consider unsafe, to leave a mine they
consider dangerous and to elect their
own health and safety representatives.
But Chile continues to study it to
determine if it would contravene any
of its existing laws.
Brian Kohler, Director for Health
Safety & Sustainability at IndustriALL
Global Unions, an international
workers’ union that represents 50
million workers in 140 countries,
blames big business for the fact that

important steps within the legislative
process are not being taken.
“President Piñera promised the
world that Chile would ratify ILO
Convention 176,” says Kohler. “The
fact that he has not delivered on that
pledge can only be explained by
pressure from the business lobby.”
Small-mine managers, not just big
business as Kohler alleges, also
oppose ratification of the convention.
Gastón Araya, operations manager
for Laguna Resources, an Australian
mining company with small-scale
exploration operations in Chile, says
ratification would be equivalent to a
“loss of sovereignty”.
“In Chile we have laws that already
loosely cover what we are looking
for in this agreement so personally I
am completely against signing a
transnational agreement that has more
force than the Constitution,” says Araya.
In fact, in the wake of the San
José incident the government has
developed new legislation to further
improve mining safety, particularly for
small mines where safety conditions
are often the most precarious.
Currently in Chile there are two bills
pending that would achieve just that.
Problems of scale
Described as the most important
piece of mining legislation in the

last 30 years, the Mining Safety bill
announced by President Piñera in 2011
proposed a major restructuring of the
mining regulatory agencies, notably
Sernageomin, and improvements in
the training of technical experts.
The bill includes a color-coded
system to rate mines according to
their safety standards, a system to
allow miners to make anonymous
complaints about the safety of their
workplace and an increase in fines
levied on those companies that do
not comply with regulations.
President Piñera promised that the
law would lead to a new “culture of
safety in mining". But in September
the bill failed by just one vote to
obtain approval in Chile’s Chamber
of Deputies.
It was disagreement over how to
create fair but equally rigorous
standards for both small and big mines
that prevented the bill from passing.
Some politicians believe that the bill
would be the death knell for small
mines. Adriana Muñoz, a member of
the Democratic Party (PPD), called the
proposed legislation "a gravestone
and a true funeral for small-scale and
artisanal mining.”
“Obviously for smaller mines money
spent on safety is going to take a
larger proportion of their profits and
so cost them more,” says Ernesto
Evans, president of Chile’s association

of mutual insurance companies.
It is the smaller mines, however, that
are in need of the most attention and
help. They tend to open only when
copper prices are high enough to
make mining in such small quantities
profitable and employ a lesser-trained,
temporary workforce, thus raising the
risk of accidents. “The bigger mines
with more than 100 employers have an
accident rate of around 0.3%, basically
nothing. As ever, the issue is the smaller
micro-mines,” Evans says.
After the bill was rejected, the
then-Undersecretary of Mining Pablo
Wagner agreed that the bill should be
modified to distinguish between mining
operations of different sizes, especially
in regards to fines for non-compliance.
But it is a catch 22 as smaller mines
are ironically calling out for the very
reforms that the bill would enact if
passed. “Chile needs to radically
improve the staffing and equipping of
Sernageomin so that it can effectively
supervise small-scale mines and
provide training,” Araya said.
The bill proposes the creation of a
new Superintendency of Mining that
would focus specifically on safety.
Such streamlining would help to clear
up the confusion that currently exists
between the different government
bodies that share the duty of
performing safety checks.
Separating Sernageomin’s regulatory
business Chile
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duties from its responsibilities for
monitoring the country’s geology will
also safeguard highly trained staff. In
the past big mining companies often
poached its best employees, trained
not only for supervising mine safety
but also in mapping mineral resources
and advising the government on how
to award mining concessions, thus
undermining the institutional framework.
If and when the bill is passed, it
would clearly mean an important step
in mining safety in Chile. But after
former Undersecretary Pablo Wagner
resigned in early October over the
lithium auction debacle, the future of
the bill is uncertain.
Accident insurance
The second bill that the government
is hoping will improve not just mining
safety but workplace safety in general
comes in the guise of a reform to
increase competition among Chile’s
private workplace accident insurance
companies, or Mutuales, the first such
reform since 1968.
As it stands, the Labor Ministry’s
Workplace Safety Institute (ISL)

“If you work in a company
with a good safety record
but you are in a risky
sector then you are going
to have to pay more for
insurance.”
Ernesto Evans,
Mutual Insurance Association

insures around 22% of workers in
Chile including most miners. The other
77% (Codelco has its own system,
equivalent to 1%) are covered by one
of three private mutual companies.
Workers in the state system receive
inferior care to other employees
because they are treated in lowerstandard public health clinics rather
than private hospitals. Paradoxically,
their employers actually pay higher
premiums than companies in the
private system because they undergo
greater risks in the workplace.
The insurance bill, which was
unveiled on the second anniversary of
the San José accident in August, would
essentially eliminate the distinction
between unskilled laborers and skilled
workers. This means the state could
send mining workers to be treated, for
the first time, at hospitals managed by
mutual companies, which could bid on
tenders for public health contracts.
In addition, and more controversially,
the bill proposes a change in the
contributions scheme. Currently the
cost of insurance is split between the
employer and employee (based on a
percentage of the employee’s salary),

“Trying to link health and
safety performance with
insurance is always a
mistake because there is
a fundamental conflict of
interest.”
Brian Kohler,
IndustriALL Global Union

but the bill would add a third component
financed by companies as a group
or industry. This premium, adjusted
according to the sector’s risk, would be
the same amount whether the company
is large or small and has excellent safety
standards in place or not.
The idea is that bigger, safer mines
will be forced to drag those with
worse reputations up to their level,
lowering the risk for their sector as a
whole and thus the cost of insuring
their workforce. This should pressure
companies with a better safety record
into sharing expertise and resources in
order to raise the safety standards of
the industry.
This is exactly what the small mines
want, according to Araya, and because
the mining sector is comparatively low
risk compared to the manufacturing and
construction sectors, the premium would
not be high. But not everyone thinks
tackling mining safety through workplace
insurance reform is a good idea.
Mutual companies believe that the
proposal is fundamentally unjust and
that the government needs to find
another way of lowering costs. “If you
work in a company, whether it is big
or small, with a good record but you
are in a risky sector then you are
going to have to pay more and this
is a disincentive. It just doesn’t make
sense,” says Evans.
For Brian Kohler, legislation to improve
mining safety is, ultimately, a matter of
simple business sense. “It is our hope
that employers will come to understand
that they also will gain from improved
health and safety in mines,” he says.
With Chile pushing its mining
activities forward, mining safety is
only going to become more vital and
the need for legislation that benefits
the whole industry even more
pressing. Accidents will continue to
happen but better regulations are
needed to protect Chile’s miners
– considering their importance for
the economy, that’s the least they
deserve. bUSiness chile
Olivia Crellin is a freelance journalist based in Santiago
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Win-Win: Codelco and Anglo

Make Up

In August, Codelco and Anglo American reached an agreement to end
their long and bitter dispute over ownership of the Anglo American Sur
copper mining complex in central Chile. Here, bUSiness CHILE looks
at the details of the deal, what it means for Codelco and what is says
about Chile as a place to invest.
By Gideon Long

I

A Win-Win Deal: Codelco's CEO Thomas Keller (left) with Anglo American's chief
executive of copper, John MacKenzie.
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t was a dispute that lasted nearly a
year and pitted two of the biggest
mining companies in the world
against each other. It prompted calls
in Chile for resource nationalization
and, for a while, triggered a good
deal of patriotic tub-thumping from some
of the country’s politicians.
But on August 23, Codelco and
Anglo American finally reached an
agreement to end their dispute over
Anglo American Sur (AAS), a lucrative
copper mining complex in central
Chile. At a ceremony in Santiago to
unveil the deal, there were smiles and
handshakes all round.
“This is an enormously positive
agreement for Chile, for Codelco
and for Anglo American," Codelco's
chairman Gerardo Jofré said in
a statement welcoming the deal.
"We are all committed to working
collaboratively, in a spirit of goodwill,
to realize the considerable potential of
AAS for the benefit of Chilean jobs and
the Chilean economy."
Two months on, the companies
insist they have put the dispute
behind them, but there are still some
unanswered questions: Will Codelco’s
unions kick up a fuss over the deal?
Has the dispute tarnished Chile’s
reputation as the safest country in

Latin America in which to invest? Or,
on the contrary, has the amicable outof-court settlement enhanced Chile’s
reputation as a place where business
contracts are respected and where the
government allows corporate disputes
to run their course? More specifically,
has the dispute had an impact on
British investment in Chile, and on
Anglo-Chilean relations?
Everyone’s a winner
The agreement allows everyone to
claim victory – not just Codelco and
Anglo, but also Japan’s Mitsui and its
rival Mitsubishi, both of which were
pulled into the conflict late last year.
Anglo retains control of AAS, its
prize Chilean asset, but with a reduced
stake of 50.1%. Codelco and Mitsui
get 29.5% through a new joint venture.
Of that, Codelco has 24.5% and Mitsui
5%.Mitsubishi gets the remaining
20.4% of AAS.

Boyden 18,5x12.indd 1

But it wasn’t always clear that the
outcome would be well-received by
all parties. Codelco initially claimed
the right to buy 49% of AAS, which
was 100% owned by Anglo, under an
agreement dating from 1978. When
Codelco made it clear in late 2011
that it planned to exercise this option,

Anglo sold 24.5% to Mitsubishi in a
bid to thwart the state-owned Chilean
company.
According to Anglo, this halved the
stake in AAS available to Codelco.
After negotiations, however, Codelco
agreed to relinquish its original claim
in exchange for its 24.5% stake at a

04-10-12 17:40
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knock-down price of US$1.7 billion.
That represents a huge saving: the
estimated market value of the stake
was US$5.39 billion - the same amount
Mitsubishi was willing to pay.
In addition, Anglo has agreed to give
Codelco two copper deposits, Los
Leones and Profundo Este, with an
estimated combined value of US$400
million. The deposits are high in the
Andes Mountains; close to Codelco’s
existing Andina mine. As such, they
are of interest to Codelco but had
little commercial value for Anglo.
Codelco estimates that, in total, the
deal will allow it to produce an extra
115,000 tonnes of refined copper a
year – some 6% of its 2011 output.
That money will go to the Chilean
treasury. The restructuring of AAS will
generate a further US$1.3 billion in
taxes for state coffers.
“With
this
agreement,
the
companies involved win, the mining
sector wins and the country wins,”

“This is an enormously
positive agreement for
Chile, for Codelco and
for Anglo American.”

Gerardo Jofré,
Codelco
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said Joaquín Villarino, executive
president of Chile’s Mining Council,
which groups 16 of the biggest
mining companies in the country,
including Codelco and Anglo.
What is AAS?
AAS is more than just a copper mine.
It is an entire mining complex, with net
assets worth US$3.9 billion. The jewel
in its crown is Los Bronces, which
produced 221,000 tonnes of copper
last year, making it the seventh most
productive mine in Chile. AAS also
includes a smaller mine, El Soldado,
plus the Chagres smelter, which
processed 138,000 tonnes of copper
in 2011. Finally, the complex includes
two untapped copper deposits, San
Enrique de Monolito and Los Sulfatos,
with combined reserves of 2.1 billion
tonnes of ore.
Add to that Codelco’s Andina mine,
which sits in an adjacent valley, plus the

“The agreement takes
account of obvious
synergies and it will
strengthen in the best way
possible the successful
model that has been used
to develop mining
in Chile.”
Joaquín Villarino,
Chile’s Mining Council

Los Leones and Profundo Este deposits,
and the entire area is arguably the most
attractive copper ore body in the world.
“The combination of Anglo American,
Codelco, Mitsubishi and Mitsui forms
a compelling proposition for future
investment in the Los Bronces district,”
Anglo’s CEO Cynthia Carroll said in
August in a statement welcoming the
agreement.
But for that potential to be realized,
the four companies must work together,
which might not always be easy: a
Chilean state-owned company, an
Anglo-Saxon publically-listed mining
giant and two Japanese trading houses
- culturally, they make odd bedfellows.
All four firms are party to AAS’
new shareholder pact, announced
as part of the deal. Codelco will have
representation on the AAS board and a
veto over some decisions.
But analysts said they don’t expect
the pact to be problematic.
“At the end of the day the companies

“Our shared aim was to
prevent this developing
into a big political issue,
and to have it resolved
by the two companies
as a straightforward
commercial dispute.”
Jon Benjamin,
British Ambassador to Chile
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“Relations between
Chile and Britain are just
the same now as they
were before the dispute,
as is the prestige of our
copper industry.”
Matías Mori,
Chile’s Foreign
Investment Committee

want the same things: stable and
growing production, good operating
margins, stable labor relations and
good community relations,” said Des
Kilalea, a London-based mining analyst
at Royal Bank of Canada Capital
Markets (RBCCM). “I suspect there will
be disagreements from time to time on
operational and strategic issues but I
can’t see them being major.”
Jay Djemal, director of Latin America
Corporates at Fitch Ratings in Chicago,
said the involvement of Mitsui and
Mitsubishi in a Chilean mining project is
not as unusual as it might seem.
“Japanese trading house partners are
common throughout Latin America,” he
said, citing the examples of Mitsubishi’s
investment in Chilean steelmaker CAP
and Sumitomo’s holding in Brazilian
steelmaker Mineração Usiminas.
Djemal said Mitsui, which has
already invested in the Los Pelambres,
Collahuasi and Caserones mines in
Chile, might also act as “a sizeable
off-taker of Codelco’s future copper
production, an attractive low-risk
benefit for Codelco.”
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One of the more intriguing aspects of
the agreement is that it gives Mitsui the
option of increasing its stake in AAS at
Codelco’s expense.
The Japanese company lent Codelco
US$1.86 billion to allow the Chilean
company to buy its stake in AAS.
In theory, Codelco has to repay that
loan by 2020. But if it wants to, Mitsui
can give Codelco more favorable
repayment terms in exchange for a
bigger stake in the joint venture.
Mitsui has yet to say whether it will
go down that route, and declined to
speak to bUSiness Chile for this article.
Djemal said he can see Mitsui
exercising the option “in a few years,
but it’s unlikely that Mitsui would do so
without mutual consent from Codelco.”
Initial furor
When the dispute first arose late
last year, it provoked anger in Chile.
Some politicians and business
people accused Anglo of behaving
arrogantly and in bad faith. Opinion
polls suggested a rise in nationalist and
anti-British sentiment. Some on the
political left called for the expropriation
of foreign mining assets.
But the furor quickly died down and
the long-term impact of the dispute
appears to be minimal.
“A couple of big mining multinationals
asked us about it when it first broke,”
recalled Jon Benjamin, the British
Ambassador to Chile. “But they were
quickly convinced that the option
contract at the heart of the dispute was
a one-off, not only in the mining sector
but anywhere in the Chilean economy.”
“There’s no evidence to suggest
that any British company has been
put off investing in Chile as a result of
this episode.”
Benjamin said the British and
Chilean governments worked hard to
quell the initial nationalist uproar. “We
tried to focus the debate on this being
a commercial, contractual dispute

between two companies rather than
an issue between the two countries,”
he said. “It was a case of leaving the
two firms to talk to each other without
the interference of wider political
mood music.”
Kilalea, at RBCCM, said he never
expected the Chilean government to
stick its nose into the negotiations. “The
belief that Chile would interfere was
emotional nonsense,” he said. “Chile
would not, in my opinion, interfere in
a commercial dispute between two
companies even if one of them is 100%
owned by the state.”
But even if the state was unlikely
to interfere, there was always the
danger the dispute would go through
the courts.
“A prolonged court case was always
an option and at one point seemed
inevitable,” Djemal said. “That could
have damaged reputations and
strategic relationships, opened the
government to public criticism, stirred
up resource nationalism and proved
very costly.”
Thankfully, that didn’t happen. The
two sides began legal proceedings but
then halted them and opened talks,
leading to the August agreement.
“The fact they reached an amicable
out-of-court settlement suggests that
both sides saw some merit in the other
side’s case,” Benjamin said.
Enhanced reputation
Indeed, the final outcome, far
from tarnishing Chile’s reputation,
has almost certainly enhanced it.
A peaceful resolution, without
government intervention, is exactly
what investors wanted to see.
“The way in which this conflict
was resolved confirms what we’ve
said since it first started: that in
Chile there is a climate in which
two private parties can resolve their
differences, either through the courts
or in private,” said Matías Mori,

executive vice-president of Chile’s
Foreign Investment Committee.
He said the committee had seen
no drop in foreign investment
during the dispute, either from the
UK or elsewhere.
“On the contrary, the figures for both
foreign investment in the country, and
applications to invest, are at record
levels,” he said. “Foreign investors
know that one specific dispute
doesn’t alter the country’s general
investment climate.”
Djemal pointed out that Fitch’s
sovereign rating for Chile remains
A+, reflecting its sound economic
fundamentals.
“Specifically with regards to mining,
Chile is and will continue to be a
global leader in attracting foreign
investment,” he said.
And at the British embassy,

Benjamin said Chile was an attractive
investment opportunity compared to
other parts of Latin America.
“Imagine a similar dispute
coming up in other countries in
the region, and how it might have
developed,” he said. “Chile has a
long-term fully justified reputation
as a place where the writ of law
runs fully.”
Worker unrest?
One of the key questions when the
agreement was announced in August
was how Codelco’s workers would
react to it. Raimundo Espinosa,
the most powerful union leader
at Codelco and a company board
member, voted against the agreement
with Anglo. He said the state-owned
company should have held out for a

full 49% of AAS, even if that meant a
long legal battle.
“As a country, we don’t know how
to defend what’s ours, and we’ve
seen that during these negotiations,”
he grumbled at the time.
But Espinosa never threatened
to mobilize Codelco’s workforce,
and so it has proved. Two months
on, union unrest over this issue
appears unlikely.
The deal with Anglo is, in some
ways, a vindication of Codelco’s
decision to overhaul its corporate
governance in 2010. Until then, its
board was antiquated. Government
ministers and a member of the armed
forces sat on it. If that board had been
in place now, it might have been much
more difficult to reach an agreement
with Anglo, analysts said. The danger
of political interference in the dispute
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would perhaps have been greater.
The impact on Anglo-Chilean
relations might have been greater too.
As it is, they appear to be unscathed.
“It’s a fact that a large part of
the foreign investment in Chile
comes from companies with ties
to the United Kingdom, and those
companies have invested billions in
resource extraction,” said RBCCM’s
Kilalea. “I suspect there will be no
long-term damage.”
Benjamin pointed out that the
UK is the fourth largest foreign
investor in Chile. For its part, Anglo
employs around 10,000 Chileans
and has already contributed around
US$5 billion in taxes to the Chilean
treasury since it established a
presence here.
According to the Foreign Investment
Committee, direct investment in Chile

from abroad jumped 80% year-on-year
in the first half of 2012 – right at the
time when Codelco and Anglo were in
dispute. That in itself suggests the row
over AAS had little negative impact.
“What’s more, a large part of the
total is due to a reinvestment of
profits, which shows that investors
are not only putting capital into Chile,
but that they trust the country enough
to want to carry on investing here
instead of repatriating those profits,”
Matías Mori said.
Back to the copper mines
All in all, the agreement announced
in August is positive. Analysts, the
companies, the government and the
Mining Council all describe it as a
win-win situation for those involved.
It allows Anglo and Codelco to get
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on with their core business – mining –
rather than fighting in the courts.
This is good for Codelco since it
has other issues to tackle. Ore grades
at its mines are falling alarmingly
– 11% in the first half of this year
compared to the same period a year
ago. That means it has to extract more
and more mineral just to maintain
production levels.
Like all Chilean mining companies,
it will face tough decisions in the near
future over energy supply, access to
water, opposition to its projects on
environmental grounds, rising production
costs and a shortage of skilled labor.
At least now, it can confront those
issues without the weight of a lengthy
and costly court case hanging around
its neck. bUSiness chile
Gideon Long is a freelance journalist based in Santiago.
He also writes for the BBC and The Economist.
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Special Report

Corporate Governance

at a Crossroads

Does regulation need to be tightened or is the answer to move towards selfregulation? That is the issue currently being debated in Chile as it seeks to decide
the future shape of the corporate governance that is so important for its small but
internationally integrated economy.
By Ruth Bradley

O

utsiders could be forgiven
for wondering just how
well Chile, a member
of the Organisation for
Economic
Co-operation
and Development (OECD)
since 2010, complies with its benchmark
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corporate governance standards. Listed
companies can, after all, be divided into
two basic types - those where ownership
is dispersed among a multitude of small
shareholders and those controlled by
a single shareholder through either
a majority stake or a shareholders’

agreement - and, in both, Chile has
recently had important mishaps.
First, in mid-2011, shareholders in
one of its few examples of a dispersed
ownership structure - the La Polar
department store chain - saw the
value of their assets plummet after
it emerged that the company had
been misrepresenting its results.
Essentially - pending the result of
ongoing lawsuits - it seems that its
management had been taking bad
debts off the company’s books by the
simple expedient of “renegotiating”
them behind the debtors’ backs.
Then, in July this year, the Enersis
electricity holding company in which
Spain’s Endesa holds over a 60% stake
upset its minority shareholders and
triggered a sharp drop in its share price
when it unveiled plans for an US$8
billion capital increase. The catch was
that Endesa - in turn, controlled by
Italy’s Enel - would put up its part not in
fresh money but existing assets with a
disputed valuation and, with close to a
two-thirds stake, was legally in a strong
position to push the deal through.
On corporate governance, Chile
certainly has challenges. Corporate
governance is, after all, a relatively
new concept, points out Arturo Platt,
a partner at Deloitte Chile, and has
become important only over the past

30 or so years and, particularly, since
the collapse of Enron in 2001.
It is, moreover, a concept that is
Anglo-Saxon in origin and does not
necessarily sit readily in a country like
Chile where, traditionally, anything
not forbidden by law has been
permitted and there isn’t a word for
“accountability”. But, beyond the
obvious argument that accidents can
happen in the best families, there is
broad consensus that, on corporate
governance, Chile has been doing
reasonably well.
A dispersed ownership structure
is very rare in Chile and may explain
in part what happened at La Polar,
suggests Héctor Lehuedé, a Chilean
lawyer and currently senior policy
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“According to the OECD
and other institutions,
Chile has the best
corporate governance
legislation in Latin
America.”
Matías Zegers
Corporate Governance
Center Catholic University

analyst at the OECD’s Corporate Affairs
Division. As in other Latin American
countries and Asia, most companies in
Chile have an active controlling group,
with powerful incentives for keeping a
close eye on management, so directors
and analysts are less attuned to the risk
of management misbehavior, he says.
And, he adds, the recent debate
about the Enersis capital increase, in
fact, illustrates one of the strengths
of the Chilean market as compared
to others with concentrated property
structures - its powerful private
pension funds (AFPs). As institutional
investors, they have made a key
contribution to the development of
corporate governance in Chile, he
points out, and it is, indeed, largely
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“The role of directors
and their responsibilities
have become ever more
complex.”

Carlos Cáceres
British American Tobacco Chile

due to their vociferous complaints that
the proposed capital increase is being
treated as a related-party transaction
and, for now, remains on hold.
Defining corporate governance
The crux of corporate governance
is the so-called “agency dilemma”
or how to manage the divergence of
interests and asymmetrical access
to information that exist between
majority and minority shareholders
in closely controlled companies or,
in those with dispersed ownership,
between
shareholders
and
a
company’s management.
These divergences are not easy
to regulate. It is not only a matter

of preventing abuse - majority
shareholders usurping value from
minority shareholders or indulging in
improper related-party transactions
or, for example, managers giving
priority to year-end bonuses rather
than the company’s long-term
interests - but also of balancing
legitimately different interests, points
out Matías Zegers, director of the
Corporate Governance Center of
Santiago’s Catholic University.
Over the last 20 years, numerous
laws and codes of conduct or best
practices have been devised in a bid
to address this dilemma. In 1992, for
example, following the report of the socalled Cadbury Committee, the United
Kingdom introduced its first Corporate
Governance Code while, in 1999, the
OECD published the first version of its
Principles of Corporate Governance.
And, in the United States, the
Sarbanes-Oxley Act was introduced in
the wake of the Enron scandal.
But, at the same time, the concept of
corporate governance has expanded,
points out Deloitte’s Arturo Platt.
Today, at least in academic circles, it
is considered to encompass not only
a company’s shareholders and their
rights but also other stakeholders or,
in other words, anyone affected by
the decisions of its board, thereby
implicitly
extending
directors’
responsibilities beyond the legal and
financial spheres to areas such as a
company’s sustainability plan.
The task of directors today is far more
complex than it was 20 or 30 years
ago, agrees Carlos Cáceres, president
of the board of the local subsidiary of
UK-based British American Tobacco.
One reason, he says, is globalization
but another is the entry of institutional
investors - principally the AFPs making directors’ responsibilities very
different from the time when companies
were financed just out of their owners’
resources or by reinvesting earnings.
Another new ingredient, he adds,
is risk analysis. Increasingly viewed
as a board responsibility - and with
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its importance highlighted by the
La Polar and Enersis cases - this
represents a radical change for
directors, says Cáceres, that calls for
detailed assessment of a company’s
strategic,
financial,
operational,
environmental, reputational and other
risks and the measures it should take
to mitigate them.
Platt says that, in his experience,
this is an area in which corporate
governance in Chile still lacks maturity
as compared to, say, the United States.
Companies’ annual reports there
include whole sections on the risks
that investors would run by investing
in them, he points out, while many
companies in Chile still baulk at such
public confession of what could be
considered weaknesses.
But new responsibilities for directors
call for new skills. And, at odds with the
traditional idea that being a director rather like being a parent - is something

that comes naturally to right-minded
people, that implies training.
In addition to the induction that
companies provide for new directors
and the legal advice provided inhouse or by a director’s own counsel,
there are a number of organizations
that now offer formal training for
incumbent or prospective directors.
They include the Catholic University’s
Corporate Governance Center - with a
Director’s College that has an alliance
with Stanford University - as well as
the University of Chile’s Center for
Corporate Governance and Capital
Markets and the BOARD Institute for
Corporate Governance and Strategy,
created by the Adolfo Ibáñez and Diego
Portales Universities and Ernst & Young.
But, although there is a clear
trend towards more professional
directors, the anecdotal evidence
still suggests a certain reluctance
on the part of incumbent directors

to admit to a need for training. “I still
see directors who privately ask me for
help in understanding their company’s
financial statements but wouldn’t be
seen dead going to a course,” reported
one company advisor.
Another concern that has gained
ground internationally in recent
years, points out the OECD’s Héctor
Lehuedé, is the diversity as well
as quality and independence of a
company’s directors. And, although
Chilean companies are getting better
at selecting a mix of directors that adds
value and more independent directors
are chosen every year, this is an area
in which, by international standards,
they are still lagging as reflected, for
example, in the very small number of
women occupying board seats.
From discipline to self-discipline
As the demands placed on corporate
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“Pension funds have
played an important role
in the development of
corporate governance in
Chile.”
Héctor Lehuedé
Corporate Affairs Division
OECD

governance have increased - or, in
practice, as holes have appeared Chile has incrementally improved its
legal framework, points out Álvaro
Clarke, president of the University of
Chile’s Corporate Governance Center
and a former head of the Securities
and Insurance Superintendency (SVS),
the market regulator. That has not
only brought Chilean legislation on
corporate governance ever closer into
line with best international practices but
also means that it is today considered
among the best in Latin America.
It is, indeed, the best in the region,
asserts Matías Zegers. “It has provided
a framework for the sustained growth
enjoyed by Chilean companies in
recent decades,” he notes.
The process began with the Law
on Public Tender Offers, passed in
2000 after the so-called Chispas
scandal surrounding the acquisition

of Enersis by Spain’s Endesa. It not
only sought to protect the rights of
minority shareholders in a take-over
situation but also required companies
to establish Directors’ Committees on
the lines of the Audit Committees of
US companies.
It was followed in 2009 by a
new Corporate Governance Law,
establishing increased transparency
standards and introducing new
mechanisms for addressing use of
privileged information, related-party
transactions and conflicts of interest.
In addition, it strengthened the role of
the Directors’ Committee and defined
more clearly the criteria with which
independent directors must comply
(although exempting companies with a
free float of less than 12.5% from some
of these requirements).
As a result, an OECD report on
corporate governance in Chile,
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“Corporate governance
is all about the role of a
company’s board.”
Arturo Platt
Deloitte Chile

prepared as part of the country’s
accession process and published in
early 2011, concluded that, “overall,
Chile has a framework in place that
broadly provides for the existence
and enforcement of shareholder
rights and the equitable treatment of
shareholders”.
And that view seems to hold despite
the La Polar and Enersis cases. “It
appears that both events in La Polar
and debate about the Enersis capital
increase have been well managed and
should be properly resolved under
existing regulation,” says Lehuedé.
There is, however, a growing view
locally that the SVS requires greater
autonomy
from
the
incumbent
government, a recommendation also
put forward by the OECD in its 2011
report. This would be addressed by a
bill, which the government has promised
to present to Congress towards the end
of this year, under which both the SVS
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“No corporate governance
system is infallible; the
cost for companies would
be too high.”
Álvaro Clarke
Corporate Governance Center
University of Chile

and the Superintendency of Banks and
Financial Institutions (SBIF) would be
transformed into Commissions with
a structure of councilors, appointed
across different governments, similar
to that of the Central Bank.
But corporate governance is not only
about keeping on the right side of the
law or the regulator. According to best
international practices, it also involves
self-regulation and, there, Chile has
been dragging its feet.
As Carlos Cáceres points out, few
Chilean companies have the detailed
codes of conduct that govern the
boards of companies like British
American Tobacco. Moreover, Chile
- unlike Brazil, Colombia and Peru does not have a national code of best
practices on the lines of, for example,
the UK Corporate Governance Code.
There are many explanations for this
lag. One, suggests Álvaro Clarke, is a
stricter legal framework as compared

to, for example, Brazil where protection
of minority shareholders is weaker than
in Chile and the code of conduct serves
to complement these more lax legal
controls. Another is that the private
sector - including the stock exchange,
typically a driver of the development
of voluntary codes in other countries has simply been too passive.
In July, however, the SVS took the
bull by the horns, unveiling a proposed
code of conduct that has raised a storm
of protest from the private sector. Part
of the problem is a suspicion that it
would be “voluntary” in name only
since companies not complying with it
would be obliged to explain why not and
could, moreover, be ranked publicly
according to their performance.
Other complaints include the
inclusion of obligations such as
risk analysis that exceed legal
requirements. Critics also complain of
a lack of the flexibility required to take
account of the diversity of economic
activities and, therefore, the nature of
the companies that exercise them.
“My concern is that Chile could be
moving towards increased regulation
rather than self-regulation,” says
Cáceres. “That would mean greater
bureaucracy and corporate governance
is about managing third-party resources
efficiently as well as correctly.”
There is, however, an underlying
consensus that the SVS may have
been right, if not in the terms of its
proposal, at least in pitching a ball that
it is time for the private sector to pick
up. Whether it reacts appropriately
will determine not only the future
shape of corporate governance in
Chile but potentially also the extent
of companies’ ability to continue
generating value for shareholders and
the country. bUSiness CHILE
Ruth Bradley is a freelance journalist based in Santiago
and a former editor of bUSiness CHILE.
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First row (from left to right): Lucía Santa Cruz, Horst Paulmann, Patricio Walker, Alberto Etchegaray, Ignacio Álvarez, Jaime de la
Barra, Guillermo Tagle, Diego Peralta, André Esteves and Fernando Meza. Second row (from left to right): Ignacio Briones, David
Gallagher, Axel Christensen, Javier Macaya, Alfredo Ergas, Felipe Larraín, Hugh Swire, Gustavo Acosta, Solange Berstein, Fernando
Coloma, Raphael Bergoeing and Jorge Errázuriz.

Chile Day 2012
in London
The 2012 version of Chile Day in London touched on areas where Chile
needs to improve such as education and corporate governance, but the
discussion of these issues in a global forum is a sign of the maturity of a
country seeking to make the leap to development.
By Axel Christensen

T

he annual Chile Day event
took place on September
11-12 in the City of London
for the second consecutive
year. The consensus among
the more than 400 participants, of
which over half held non-Chilean
passports, was that the outcome
was very positive, surpassing the
achievements of prior versions.
What is Chile Day all about?
InBest Chile, the non-profit which is
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responsible for its organization with
the Chilean Finance Ministry and
several public and private actors,
has identified two main goals for
this event.
The first is to promote Chile
abroad as an attractive target for the
international financial community
to invest in securities issued by
Chilean companies.
The second is to showcase
Chile as an appealing platform to

develop financial services and related
activities with a regional scope, further
strengthening the links between
Santiago and global financial centers
such as New York and London (and
hopefully more cities in future Chile
Day events).
The two-day event traditionally
begins with a keynote address by
Chilean Finance Minister Felipe Larraín,
which is usually a message aimed at
developing Chile’s capital markets with

a special focus on foreign investors.
This year was no exception as Minister
Larrain announced measures to make
local fixed income investments more
attractive to investors.
The opening ceremony was once
again held at the London Stock
Exchange and over the next two days
Chilean companies held dozens of
one-on-one meetings with interested
investors. There was also a panel
discussion where the public was able
to interact with the heads of Chile’s
financial and tax regulatory agencies.
This year’s agenda, however,
also included a number of changes
to the format and content. The
first day included a panel that

discussed the recent social
unrest in Chile spearheaded by
the local student movement.
Moderated by the Americas
Editor for The Economist, Michael
Reid (interviewed in the July 2012
issue of bUSiness CHILE), the
panel included the distinguished
Chilean historian Lucía Santa
Cruz and the president of Asset
Chile, David Gallagher, as well as
Minister Larraín’s senior advisor,
Ignacio Briones.
A great part of the discussion
revolved around whether the social
unrest was a sign of growing pains
or of a tired economic model.
Several British participants would

later comment that only a country
with solid macroeconomic figures
and sound institutions could afford
the luxury to discuss such issues
in this type of setting. If anything,
they said it was a clear sign of the
maturity of Chilean society, which
appears willing to air uncomfortable
matters rather than sweeping them
under the rug.
Another very interesting panel
focused on Chile’s current and
potential attractiveness as a regional
financial hub. This included the heads
of three regional financial institutions
(André Esteves, CEO of Brazil’s BTG
Pactual; David Bojanini, chairman of
Colombia’s Grupo Sura; and Walter

spotlight
Bayly, CEO of Banco de Crédito de
Perú) which have recently expanded
into Chile through acquisitions or
mergers with local players. This was
a fascinating opportunity to hear their
views and the main message was that
if Chile would like to assume such a
leadership role, it has to continue
to be at the forefront of reforms to
facilitate the entry of foreign investors
into the region.
On September 12, Chile Day
concluded with a seminar on
corporate governance held at the
headquarters of the UK’s Institute
of Directors. The discussion was
very timely considering recent
events in Chile including the
objections raised by shareholders
to a capital increase proposed
by Enersis.
In addition to a thought-provoking
panel discussion about the role
of directors that included both
Chilean and foreign participants,
the head of Chile’s Securities and
Insurance Superintendency (SVS),
Fernando Coloma, addressed the

Panel "Chile as a Financial Hub for Latin America": Walter Bayly, CEO Banco de
Crédito de Perú, David Bojanini, Chairman Sura (Colombia), André Esteves, CEO BTG
Pactual (Brazil), and moderator Axel Christensen (InBest)

audience on norms to enhance
corporate governance in Chile as
well as the need to increase the
space for self-regulation.

Minister LarraÌn delivers the keynote address at Chile Day 2012
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Following Minister Larraín’s
concluding remarks on another
successful Chile Day there was
already discussion about the venue
for next year’s event. The most likely
candidates for Chile Day 2013 are
the Asian financial centers Hong
King or Singapore.
After 48 hours devoted to
presenting Chile to the financial
community
established
in
London, the main conclusion was
the importance of establishing
a public-private partnership to
achieve the goal of transforming
Santiago into Latin America’s
financial hub. However, this
endeavor will require more than
two days a year of discussion and
promotion. In the future, Chile Day
might actually be held in Chile…
Stay tuned. bUSiness chile
Axel Christensen is Managing Director of BlackRock for
South America ex Brazil. He is also a board member of
InBest Chile, organizer of the Chile Day events, as well as
a member of the Chilean Finance Ministry’s Council on
Capital Markets Reform.

AMCHAM News

AmCham Committees
On September 26, the Human Capital
Committee met at AmCham to discuss
codes of business ethics. The guest
speakers were Paula Valenzuela, general
manager of Generación Empresarial; Angela
Pabón, manager of business development at
Generación Empresarial; and Fay Diederichs,
Deputy Ethics & Compliance Officer WalMart. Fernando Hurtado chaired the meeting.

Ángela Pabón and Paula Valenzuela, Generación
Empresarial; Fernando Hurtado, partner in the firm
Hurtado Abogados, and Fay Diederichs, Wal-Mart.

Good Corporate Citizenship Awards 2012
On October 17 the winners
of the 10th annual Good
Corporate Citizenship Awards
were announced at a ceremony
held at the Sheraton Hotel in
Santiago. Chile’s First Lady,
Cecilia
Morel,
presented
the awards with AmCham's
president, Javier Irarrázaval.
Grupo BBVA won in the
category of large companies
for its program Niños
Adelante (Children First). The
program provides teaching
materials to kindergartens
and nurseries run by the
non-profit Hogar de Cristo in
order to achieve a qualitative
improvement of educational
practices.
In the small businesses
category, human capital
consulting firm Target-DDI
won for its Prisoner Training
and Rehabilitation program,
which aims to help Santiago

inmates with their personal
development and enable
them to reintegrate into
society.
In the Innovation category,
fruit exporter Valle del Maipo
won with its Mapuche
Community
Par tnership
in the Los Ríos Region; in
the Environment category,
Canada’s Methanex won
for its Energy Efficiency
and
in
the
Campaign,
Associativity category, port
operator Terminal Pacífico Sur
Valparaíso (TPS) won for its
program TPS Junto al Barrio.

Chile-Massachusetts Executive Council Launched
On October 10, the new Chile-Massachusetts Executive Council
was formally created in Boston with the participation of a large
Chilean delegation including AmCham’s executive director,
Rodrigo Ballivián.
The purpose of the Council is to put into practice the ChileMassachusetts agreement signed in December 2011 by President
Sebastián Piñera and the Governor of Massachusetts, Deval
Patrick. Comprised of 17 members from the public and private
sectors in Chile and Massachusetts, the Council is headed by
Arnoldo Hax, professor of innovation, entrepreneurship, and
strategic management at MIT.
After the ceremony, Chile’s Ambassador to the United States,
Felipe Bulnes, held a private meeting with Governor Patrick.
"Just as the Chile-California Plan is focused on the cradle of
entrepreneurship, Massachusetts is a cradle of innovation at the
frontier of knowledge. These are fundamental pillars to achieving
our goal of becoming a developed country,” the Ambassador said.
The Chilean delegation was led by the Minister of Education,
Harald Beyer, who was joined by the Undersecretary of Economy,
Tomás Flores, and presidents of Chilean universities. Over three
days (October 10-12) they participated in roundtable discussions
with counterparts from the State of Massachusetts and held field
trips to local universities including the University of Massachusetts,
MIT and Harvard.
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Members of the Council (left to right): Horacio Caperán, executive
secretary of the Chile-Massachusetts Plan; José Miguel Aguilera,
CONICYT; Peter Morse, Banco de Chile; Kristen Rupert, AIM
International Business Council; Ken Brown, Massachusetts
Office of International Trade & Investment; Pamela Goldberg,
Massachusetts Technology Collaborative; Felipe Bulnes, Chile’s
Ambassador to the US; Pamela Norton, Massachusetts Life
Sciences Center; Arnoldo Hax, president of the Council; Alicia
Barton McDevitt, Massachusetts Clean Energy Center; Ned Strong,
Harvard University’s David Rockefeller Center for Latin American
Studies; Rodrigo Ballivián, AmCham, and Jaime Chomalí, Chile’s
Ministry of Foreign Affairs

New MEMBERS
First Solar Development
Energy
Ashley Kenny
Business Development
Manager, Latin America
Trigemina
Biotechnology
Charles Yeomans
President & CEO
Carlos Muñoz and Hugo
Hurtado, Deloitte; Miguel
Zamora, Ministry of
Finance; Julio Pereira,
SII, and AmCham’s
president Javier
Irarrázaval (left to right)

AmCham Seminar on Tax Reform
On October 9, AmCham hosted a seminar on the implications of
Chile’s recent tax reform both for companies investing in the country
and for local companies that invest abroad. The speakers included: Julio
Pereira, director of the Internal Revenue Service (SII); Miguel Zamora,
coordinator of tax policy at the Ministry of Finance; Carlos Muñoz,
leader of the banking and financial taxation group at Deloitte Tax &
Legal and chairman of the board of the Chilean Institute of Tax Law; and
Hugo Hurtado, director of the International Tax Area of Deloitte.

Gideon Long Wins Foreign Press Award
On September 25, Chile’s
Foreign Press Association
announced the winners
of its annual foreign press
awards. The top prize,
by unanimous decision,
went to Gideon Long’s
bUSiness CHILE article
“Financing the Future”
published in October 2011.
Long is a British journalist
who regularly contributes to
bUSiness CHILE and also
writes for the BBC and The Economist. The winning article
analyzed how higher education is financed in Chile and
what it can learn from the experiences of other countries,
including the United States.
The panel of judges was comprised of Andrés Pascoe,
the United Nation’s Educational, Scientific and Cultural
Organization (UNSECO); Rodrigo Flores, Food and
Agriculture Organization of the United Nations (FAO);
Félix Ibáñez, Economic Commission for Latin America
and the Caribbean (ECLAC); Sonia Álvarez, International
Labor Organization (ILO); Matías Broschek, Fundación
Imagen Chile; and Carlos Dorat, Chile’s Association of
Foreign Correspondents.

Omnicom Media Group Chile
Advertising and
Diffusion Services
Jorge Maldonado
CEO
Rexnord Chile
Mining & Related
Jorge Rosemary
General Manager
HydroChile
Energy
Federico Ravazzani
CEO
Acender Consultores
Consultants
Ricardo Corral
Senior Partner

Jessup 2013 Law Moot Competition
In September, AmCham launched the application
process for the national stage of the Philip C. Jessup
Law Moot Court Competition to be held on January
21-24.
This annual competition, which began six years ago
and is open to Chilean law students, is organized by
AmCham and the law firm Grasty Quintana Majlis &
Cia. It aims to develop the English language oral and
written skills of the competitors who must argue a
hypothetical case before a court that emulates the
International Court of Justice. The winning team will
travel to Washington D.C. in March to represent Chile,
competing with teams from around the world.

Jessup 2012 winners, judges and coaches (left to right): Ricardo
Márquez, Catholic University; Johanna Klein, Bofill Mir & Álvarez Jana;
Francisco Illanes, Cariola Diez Pérez-Cotapos; Jeremias Manzur and
Rodrigo Gutierrez (coaches) with Pía Núñez, María José Villalón,
Carolina Miró and Pedro Pincheira, Catholic University
business Chile
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AMCHAM members News
VTR, Trek Celebrate Bicycle Day
On September 30, more than 6,000 cyclists took part in the third
annual Bicycle Day at Santiago’s Parque Bicentenario. Executives
from Chilean telecom firm VTR and US-based bicycle manufacturer
Trek participated, along with prominent Chilean cyclists such as
Sebastián Vásquez.
“This event is in line with the company’s principles that support
these kinds of activities with the aim of strengthening its community
ties based on values such as healthy living, exercise, perseverance
and teamwork,” said Patricio Fuentes, marketing manager for VTR.
After the awards were handed out to the winners, VTR and Trek
announced that the next Bicycle Day will be held in the spring of 2013.
Patricio Fuentes, marketing manager for VTR

UPS Small Business Awards
The US package delivery and logistics company UPS announced
in September the launch of the third edition of its UPS Entrepreneurial
Spirit Award in 14 countries of Latin America and the Caribbean,
including Chile.
The winners will be announced on November 9 and prizes include
up to US$50,000 in cash, divided between the three most innovative
and successful small and medium-sized enterprises (SMEs) in the
region. In addition, first place will get a scholarship to participate in
INCAE Business School’s Executive Management and Leadership
Program in Costa Rica.
"SMEs play a vital role in the growth and development of a
competitive and efficient market in Latin America, so UPS will
continue to encourage their growth in the region," said Augie Picado,
vice president of marketing for the Americas Region at UPS.

Augie Picado, vice president of marketing for the Americas at UPS.
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Courtyard by Marriott to
Open in Chile
In September, Marriott International announced plans
to open a new Courtyard by Marriott Hotel in Santiago
in the fourth quarter of 2014, under an agreement with
Chile’s Falabella retail group.
Located adjacent to the existing 280-room Santiago
Marriott near the Parque Arauco shopping mall in
Las Condes, the Courtyard will offer easy access to
restaurants, bars and shops as well as some of the best
views of the Andes Mountains.
“With the performance of the Marriott Santiago, as
well as the success of the Courtyard by Marriott hotels in
other Latin American markets, we are confident that this
hotel will do very well” said Carlo Solari, vice president
of Falabella, the largest retailer in South America with
operations in Chile, Argentina, Peru and Colombia.
In addition to 200 rooms and suites, the hotel will feature
a casual dining restaurant, 3,000 square feet of meeting
space and recreational facilities include a swimming pool
and a fitness center.

Standard Double Queen room

Executive Appointments
Red de Alimentos Joins the
Global FoodBanking Network
In September, the Chilean food bank NGO Red de
Alimentos became a member of the Chicago-based
Global FoodBanking Network.
Legal advice was provided by the Chilean law firm
Morales & Besa. The firm’s team was led by attorneys
Lorraine Barrientos and Catalina González, with the
support of Felipe Valle, Luis Ignacio Vergara and Guillermo
Pizarro.
The Global FoodBanking Network works with food
banks in 21 countries, guiding its members through its
experience and connecting them with donors outside
the country.

Alfonso Mujica,
Spencer Stuart

Maersk Holds Job Fair in San Antonio
On August 25, the Chilean online recruitment service Laborum
Oficios and Danish company Maersk Container Industry (MCI)
held a job fair in San Antonio to launch the recruitment process
for Maersk’s new refrigerated container manufacturing plant.
Laborum will recruit some 1,800 workers for the plant that is
scheduled to open in 2013. The Mayor of San Antonio, Omar
Vera, was present at the event where the participants, who were
mostly women, had the opportunity to ask questions and receive
vocational guidance.
Participants could also register on Laborum’s online portal to
receive job alerts and sign up for training programs in trades that
will focus primarily on the needs of the company.

Eduardo Dávila,
Radisson Chile

Sandro Solari,
Falabella

Alfonso Mujica is the
first Chilean to be named
manager for Latin America
at the consulting firm
Spencer Stuart. Among
his challenges will be
to open new offices in
the region. Mujica is an
industrial engineer from
Chile's Catholic University
and he holds an MBA from
the University of Chicago.
He joined the firm in 1995.

Eduardo Dávila is the
new general manager
of Radisson Chile. The
Colombian
professional
studied at Rosario University
in Bogotá and specialized
in London. Previously he
served as general manager
of the Andino Royal,
Boheme Royal and Bogotá
Royal hotels.

Sandro
Solari
will
take over as CEO of
Falabella from October
30 in replacement of Juan
Benavides who held the
position for 17 years. Solari
is an industrial engineer
from the Catholic University
and holds an MBA from
MIT. He previously worked
in Sodimac, the chain of
home improvement stores
controlled by Falabella,
where he has been CEO
since 2006.

Job seekers at EXPO MCI 2012
business Chile

October 2012

37

AMCHAM People

AmCham Breakfast with Rodrigo Vergara
On September 28, AmCham
members had breakfast at
the Radisson Plaza Santiago
Hotel with the president
of Chile’s Central Bank,
Rodrigo Vergara. A Harvardeducated economist who
replaced José de Gregorio in
December 2011, Vergara gave
a presentation analyzing the
current situation of the Chilean
and global economy, as well
as the outlook for the rest of
2012 and 2013.
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Rodrigo Ballivián, AmCham’s executive director; Rodrigo Vergara, president of the Central Bank, and Javier Irarrázaval,
managing director of the Andean Region for The Walt Disney Company and AmCham’s president 2 Nino Yépez, Todd Pigeon
and Francisco Ulloa, Maersk 3 Lauren Arias, Américo Bortolozzo and Marta Menéndez, Jacobs Chile 4 Luis Schiavo, Juan
Carlos Molina and Pablo Cruz, Relsa, with Andrés Osorio, PWC Chile 5 US Ambassador Alejandro Wolff; Jay Ewald, Wintec
Holdings; Arturo Platt, Deloitte and Michael Grasty, Grasty Quintana Majlis & Cia 6 Luis Álvarez and Paola Pereda, Central Bank
7 Matías Domeyko and Cristián Infante, Arauco
1

Economic Snapshot

Chile's Micro-Macro Gap:

A Structural Phenomenon?
By Brian P. Chase

Few countries in the world are experiencing
macroeconomic growth at the quick pace of Chile thus
far in 2012. This would typically imply a banner year for
earnings growth and stock price appreciation at the
microeconomic, or corporate, level. However, companies
have shown relevant declines in year-over-year earnings
growth through the first half of the year. Although cyclical
factors have contributed to this, we are also seeing signs
of structural factors related to a maturing economy.
These "growing pains" that have occurred (and often
reoccur) throughout the developed world are healthy for
any developing economy, but threaten to limit corporate
profit growth in Chile and possibly stock market
performance relative to other countries in the region that
are earlier in the curve and experiencing greater dynamism
at the microeconomic level.
According to the Chilean Central Bank, the IMACEC
(real GDP growth proxy) reached 6.2% in August, lifting
the annualized figure to 5.5%. Economists continue to
raise their 2012 forecasts, which started the year at 4.0%,
but have since crept higher surpassing 5% this month.
Most of this growth has been driven by domestic demand,
especially as it relates to personal consumption, helped
by low unemployment and a strong currency. This is
evidenced by strong retail sales growth, which reached
11.3% in August, accumulating growth of 8.6% in the
first eight months of the year, according to the National
Statistics Institute (INE).
In contrast to these strong macroeconomic conditions,
we have seen weaker figures from companies, specifically
those in the IPSA stock index. Although this index is not
completely representative of the broader economy (lack of
mining stocks is an obvious example), it serves as a solid
proxy, especially given its greater domestic exposure,
comprising many sectors that have been driving GDP
growth. According to data from company reports and
Bloomberg, earnings of the 40 IPSA-listed companies fell
nearly 20% year-over-year in the first half of 2012, while
EBITDA declined 4%, causing analysts to slash their
full year 2012 and 2013 earnings growth estimates. It is
also worth noting that half of the companies in the IPSA
have expanded abroad in order to capture higher growth
opportunities in other markets. Therefore, if we isolate the
earnings growth of just Chile within these companies, we
are likely to see even greater year over year declines.
This abysmal microeconomic backdrop has had a
direct pass-through to stock market performance, with
the IPSA index returning just 1% on a year-to-date
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Brian P. Chase
Portfolio Manager,
Head of Andean
Equities, at Itau Asset
Management

basis through September, compared to 6% in Chilean
Peso terms for the S&P 500 in the United States, a market
which is facing macroeconomic challenges but has seen
cyclical improvements in corporate earnings. The IPSA
also lags regional peers: the Colombia COLCAP and
Peruvian IGBVL indices are up 7% and 5%, respectively,
in Chilean Peso terms.
A relevant part of the corporate earnings mismatch can
be explained by cyclical factors, such as weak global
growth (impacting exporters and overall confidence) and
drought conditions, which have raised costs of producing
energy and thus prices for consumers. However, we have
also seen a greater impact from structural factors, such
as tighter banking and credit card regulation, stricter
environmental requirements for new projects and greater
demands by employees (salaries and benefits), who have
been emboldened by the increasing competition for human
capital between employers. Chile has also suffered a tough
year at the corporate governance level, with scandals in
retail (La Polar), consumer finance (Falabella CMR via
miscuentas.com) and now electricity (Enersis' proposed
capital increase), which is leading to greater regulatory and
internal corporate oversight, while hurting competitiveness.
These structural factors are ultimately healthy for the
economy, society and markets, as they guarantee the
sustainability and strength of the model. They should also
continue to contribute to the value added of companies and
the government, which is the essence of GDP, while helping
the acquisitive power of families.
However, all of these issues raise costs and will keep
corporate profit margins and earnings growth under pressure.
Although part of the maturation process, this will likely keep
pushing Chilean companies, as well as both foreign and
domestic equity investors, abroad in search of higher growth
and returns.

www.pwc.cl

El desafío minero
La industria de la minería se enfrenta en las próximas décadas a
importantes desafíos, no tan sólo a la consolidación de la industria a
nivel mundial, sino que también a todo el desarrollo que conlleva el
crecimiento del sector minero.
Según los estudios sobre el sector, se
proyectan para el año 2012 más de 75.000
puestos de trabajo, transformándose el factor
humano, en una de las piezas claves en el
desarrollo de la industria minera. Es por ello,
que las áreas de Recursos Humanos serán
uno de los engranajes más importantes en la
consolidación del sector con la clara función
de motivar, seleccionar, desarrollar y retener
personal competente para el rubro.
PwC Chile, a través de su área de Human
Resources Services, liderada por Rodrigo
Bucarey W., socio de la firma, ha desarrollado
una serie de proyectos con el sector minero
en búsqueda del mejoramiento del Desarrollo
Organizacional y el fortalecimiento de las
áreas de RR.HH., con el propósito de facilitar
la administración de uno de los recursos más
importantes de las empresas.
PwC Chile pone a disposición del sector de la
minería, siete servicios orientados a mejorar
las Gestión de los Recursos Humanos:

1. Executive Search:

• Búsqueda dirigida para cargos
directivos y gerenciales.
• Reclutamiento y selección de cargos
administrativos y especialidad.
• Asseessment Center.
• Evaluciones.

2. Desarrollo Organizacional:

• Diseño e implementación de
modelos por competencia.
• Desarrollo e implementación de
programas gestión del desempeño.
• Diagnóstico de clima
organizacional.
• Diseño de planes de carrera.
• Modelos y administración de
sucesión.
• Evaluación de brechas por
competencia.

4. Capacitación y Entrenamiento:
• Detección de necesidades de
formación y negocio.
• Diseño de mallas de capacitación
integrales para competencias
conductuales y técnicas.
• Ejecución de cursos y talleres.
• Evaluación y medición de impacto
de la Capacitación.

5. Gestión del Cambio:

• Diseño e implementación de
estrategia de cambio.
• Identificación y gestión de
stakeholders.
• Evaluación de impactos y
administración de resistencias.
• Desarrollo de habilidades de
liderazgo para el cambio.

6. Compensaciones:

• Estudio de compensaciones eSirem.
• Estudio de compensaciones
regionales y sectoriales.
• Remuneración, variable e
incentivo.
• Diseño de políticas de
compensación.

7. Diseño Organizacional:

• Diseño de estructuras
organizacionales eficientes en
función de procesos, sistemas
informáticos y personas.
• Desarrollo de Benchmarking de
mejores prácticas en Recursos
Humanos e indicadores de
estructuras.

3. Coaching Ejecutivo:

• Evaluación de competencias.
• Identificación de áreas de mejora.
• Diseño y seguimiento de desarrollo
personal.
• Soporte y acompañamiento de
jefaturas.

Contactos
Pablo Gómez,
Director
(56 2) 940 0399
pablo.gomez@cl.pwc.com

Juan Gorigoitía,
Gerente
(56 2) 940 0399
juan.gorigoitia@cl.pwc.com

© 2012, PricewaterhouseCoopers Consultores, Auditores y Compañía Limitada. Todos los derechos reservados. Prohibida su reproducción total o parcial. “PwC” se
refiere a la red de firmas miembros de PricewaterhouseCoopers International Limited, cada una de las cuales es una entidad legal separada e independiente.

BREAKFAST

Rodrigo Vergara, Central Bank

Chile’s Economy:
Playing the Long Game
By Julian Dowling

C

hile is a small country that
is highly exposed to the
global economy because
of its trade openness and
dependence on exports
of raw materials, especially copper.
But the economic impact of the
current global crisis, triggered by the
debt crisis in the euro zone, has so far
been limited.
“There has been some impact,
for example on exports to Europe,
but the effects have been relatively
insignificant,” said Rodrigo Vergara,
the president of Chile’s Central Bank,
at an AmCham breakfast at the
Radisson Hotel on September 28.
In fact, Chile’s Gross Domestic
Product grew 5.4% in the first half
of this year versus the same period
of 2011, which is “very significant
growth within the current international
context,” he said.
But that doesn’t mean Chile has
been immune. Although demand
remains strong, Vergara expects
growth to average between 4.75%
and 5.25% in 2012 (down from
6% in 2011) including a “moderate
slowdown” in the second half of
this year.
Globally, there have been some
positive signs in recent months but
“let’s not fool ourselves, it’s still a very
complicated situation and there is
a long way to go,” said the Harvardtrained economist.
He noted that while fiscal measures
announced recently by Spain and
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Germany have helped to reduce
sovereign risk premiums in these
countries, they are unlikely to reduce
market volatility in the medium-term.
Recent popular protests in Spain and
Greece, as well as political divisions
within the euro zone, have not helped
to restore confidence.
Meanwhile, the rest of the world is
showing signs of weakness. Growth in
the United States has been sluggish
with unemployment hovering around
8%. The Federal Reserve’s new QE3

average two-digit growth seen over
the last decade.
“Whatever happens in the Chinese
economy is very important for Chile,
especially in terms of the demand
for commodities.”
As for the other BRIC countries,
there has been a sharp slowdown in
India and, more importantly for Chile,
in Brazil. In the rest of Latin America,
the outlook is “reasonably positive”
for the Pacific Rim countries, namely
Mexico, Colombia, Peru and Chile,

“

The value of the dollar is at
the lower end of its long-term
fundamentals, which means we
have not ruled out intervention.
asset purchase program, combined
with historically low interest rates,
is part of an expansive policy that is
expected to continue for some time,
said Vergara.
China, for its part, has cut its
growth target to 7.5% in 2012 which,
while still very strong, is less than the

”

said Vergara.
In Chile the economy continues
to show solid growth driven by
consumer demand and a high level
of employment, while inflation
remains low. In fact, the Central Bank
forecasts inflation of just 2.5% for
2012 and sees it staying under its

target of 3% in the long term.
“There are still medium term risks
since the labor market is tight and the
capacity gap has been closing, which
means we have to be very cautious,”
said Vergara.
As for the real exchange rate, he pointed
out that Chile is not alone in facing the
weakness of the US dollar, which has
affected all emerging economies to
differing degrees. The dollar has been
further weakened by fiscal stimulus
measures in the United States, but
despite the strong appreciation of the
Chilean peso in 2012, over a longer time
period the increase is in line with the
regional average, he noted.
And it could be worse. A portion
of Chile’s copper income is saved
in an offshore sovereign wealth
fund, which helps to mitigate the
impact on the exchange rate. But
that’s not much solace for fruit
exporters that are calling for the
Central Bank to intervene.
“The value of the dollar is at the lower
end of its long-term fundamentals,

which means we have not ruled out
intervention if it is justified,” he said.
But there is no “magic bullet” and
intervention also has its costs, he
pointed out. The Central Bank has
maintained its benchmark rate at 5%
since January and, while a temporary
reduction could alleviate the effects
of the exchange rate, it would also
pressure inflation going forward.
“The Central Bank makes decisions
based on long-term trends rather than
short-term variations,” Vergara explained.
But there are non-exchange rate
measures that could improve Chile’s
competitiveness. For example, energy
costs are an important challenge since
industrial electricity prices in Chile are
well above the OECD average. “The
authorities have to take measures to
bring energy costs into line with our
level of development,” he said.
The current labor shortage is
another issue facing employers. “This
is good news on the one hand because
it means higher wages and better
income distribution in the medium

term, but it must be supported with job
training so that salary increases are
accompanied by higher productivity.”
Chile also has one of the lowest rates
of female labor force participation in the
OECD, which needs to change for Chile
to boost its competitiveness, Vergara
said. Other challenges include removing
bottlenecks in transport infrastructure
and controlling public spending.
With Chile’s Congress currently
considering the 2013 fiscal budget,
the government and the private sector
should be wary of the economic impact
of higher spending, said Vergara.
But fiscal discipline is not enough.
As Chile’s per capita income nears
developed country standards, the
economy will naturally become
costlier and producers will have to
increase their productivity to compete
better. “Innovation and diversification
of markets are essential elements in
this,” Vergara concluded. bUSiness chile
Julian Dowling is Editor of bUSiness CHILE
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InteRview

Peter Shankman,
Vice-President and Small Business Evangelist, Vocus

The Social Networker
By Julian Dowling

F

acebook and Twitter are fun, but how can companies
use them to improve their customer service? Peter
Shankman, a New York-based public relations
consultant, speaker, author and angel investor, has
the answer.
Shankman began his career as a journalist at
America Online, helping to found the AOL Newsroom in the
1990s and going on to start Help A Reporter Out (HARO) in
2007, an online service which puts reporters and sources
in touch around the globe. Today, he is vice-president
and small business evangelist at the PR firm Vocus, which
acquired HARO in 2010.
When not travelling to speaking engagements around the
world, Shankman spends his time helping small businesses
to harness the potential of social media. Invited to Chile by
the US Embassy in September to give a series of lectures at
Chilean universities, bUSiness CHILE caught up with him at
the Intercontinental Hotel in Santiago.
What are you doing in Chile?
I’m here talking about the future of social networking
and journalism. Working at America Online back in 1995 I
was one of those who said “What do you need an online
newsroom for? I read the newspaper,” but online journalism
has grown from there. A lot of companies are trying to figure
out what to do, they’re afraid that nothing will work, or that
everything will and they’ll lose control of the message.
There are companies out there that won’t let their
employees use social media because they’re afraid they’ll
say something accidentally. But they’re journalists, it’s their
job to say stuff and they should know how to do this better.
There’s a way to go in terms of how journalists will eventually
use this technology but we’re seeing promising signs.
What is your impression of the media in Chile?
I spent some time at TVN [Chile’s national broadcaster]
and from what I can tell there is no difference between news
here and in the United States, we’re all fighting for viewers,
rating and eyeballs – that’s worldwide.
You’re also an angel investor; do you have your eye
out for promising Chilean start-ups?
I do and I’m working with a handful of start-ups in New
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York some of which are in the data mining space. People
are saying billions of things about themselves everyday on
Facebook and we want to know how to use that information
to make someone’s experience better. So if I’m looking to
buy a camera, I want to know what anyone on my network
has said about cameras in the past six months. I’m also
working with a couple of travel start-ups and agencies in the
advertising space.
How can companies in Chile take advantage of
social media?
The best thing they can do is to listen to their customers.
I used to have a girlfriend from the South whose mother
made everything deep-fried but she said something very
important: “God gave you two ears and one mouth so you
could listen twice as much as you talk.” That’s important
because the more you listen, the better opportunity you
have to give customers what they want. If you do that, they
will become loyal and go out and tell your story to the rest of
the world. The best PR in the world is when you don’t have
to do it – it’s when someone else does it for you.
Last year I was boarding a flight and I jokingly sent a tweet
to Morton’s Steakhouse in New York. I said “Hey, why don’t
you meet me at Newark airport with a porterhouse when I
land in two hours?” They did, they showed up with a steak,
fries, silverware and napkins. I went home and wrote a blog
about it, two days later the post was on The Today Show
and Morton’s had an 8.8% increase in revenue just from
that stunt. It works because they understand the concept of
creating amazing experiences.
With so many people commenting online, how do
companies know who to listen to?
They have to find the initial influencers and let them do
the work. It means that companies need to revamp their
customer service from the top down; they can no longer
try to please one person and forget the other 99%. Every
single employee has to be onboard because you only need
one to screw it up. When a customer is unhappy you have
to follow up. Most of the time you don’t even have to fix
the problem, but customers want to know they are being
heard. Airlines have been criticised for not responding but
all they have to do is go on Twitter and say “We’re sorry,

here’s US$10 off your next flight” – that would solve 95%
of their problems overnight.
Doesn’t it take a lot of time to follow up with
customers?
You can set up a Twitter alert - it takes ten minutes a
day. You don’t want a techie running your social media
group, you want a marketer. Companies thought it was
a great idea to bring a techie in to run their dotcom
and it was, but social media is not dotcom. You need
someone who knows how to write and who knows the
corporate message. That’s a job for journalists, if they’re
having a hard time finding a job they can always be a PR
flak. I’ve done it.
Is there a difference between Chilean and US
companies in their approach to social media?
No, everyone’s learning and trying to figure out how to
do it. We are so at the tip of the iceberg right now. Some
of the stuff I’ve seen coming down the pipe… if I wasn’t
under a confidentially agreement, it would blow your mind.
Some of the technology to come out in the next five years
will literally change the way we do almost everything.
What kind of technology?
Facebook right now is basically a luxury item; it’s
fun. I use it for business but the majority of people go
on because they want to play Farmville or see their
friend’s photos. Imagine if you could save a point off your
mortgage because you got it through Facebook. Imagine
if you could book a trip and the best recommendations
of anyone on your network who has ever been there are
automatically sent to you. When you start relying on the
network for a lot of things, it’s going to change everything.
What about privacy issues?
Privacy died 30 years ago; we have to get over it. It
doesn’t exist anymore. All we can do now is to be smart
about what we post – don’t post stupid things. I can’t
stress that enough. The generation being born right now
will be the true digital generation and they will have to be
smarter because there is no choice. bUSiness chile

business Chile

October 2012

45

Life in the Slow Lane

Running Is Bad
For You
By Santiago Eneldo

I

t is all the rage – RUN, RUN, RUN!
Fun Run, Family Run, 5K, 10K, 20K Runs, Nike Run,
Office Run (because the Boss says so…), Political Run
(Campaigning door to door), Student Run (a form of
political protest), On the Run (from the Cops), Food
Runs (bad shellfish… Montezuma’s Revenge), Run on the
Bank (we are not there yet, but it could happen), Running On
and On (political campaign trying to explain a candidate’s
economic policies), Run For Your Life (getting cold feet at
the altar) and finally there is the simple Morning Run – light
exercise before a day spent at work running to get ahead…
Any excuse at all and we start Running… but it is going
to kill us!
Let me explain:
A few thousand years ago, when we were Hunter
Gatherers, we were also prey and so survival depended
on our ability to “run and hide”. Of course today this
applies to many Investment Bankers who over the past two
decades have acted like Saber-Toothed Tigers and reaped
phenomenal rewards by roundly screwing the more simple
Homo sapiens of the late 20th and early 21st centuries. This
is referred to as a “Madoff Run”.
As hunter gathers we were able to keep moving – and we
needed to. Our young, unlike the young of most mammals,
are unable to run with any determination until they are three
years old. Other types of “prey” are up and around on four
legs in a matter of minutes, or hours at the most.
Also, we ran mostly barefoot across lush grassland or
through the soft-bedded forest floor. Now, we are told that
we have to buy expensive brand name shoes (and they have
a different shoe for every perceived type of exercise) to
run on asphalt or concrete. And what does this do to your
joints? Unless you have extraordinary genetics, it mangles
them; first to go are your knees, then your ankles and
ultimately your hips. You will require surgery and then a joint
replacement and finally, if you really overdo it, you might
require a prosthetic limb.
You running fanatics know what I am talking about. If
you are under 45 then you are still probably “hanging in
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there” but just wait until you get past 50 and the joints start
squeaking – WD40 ain’t gonna help you.
So, I suggest you give up while you still have the legs to
get yourself to and from work - on a bicycle. I know you are
just as likely to be run down and killed by a driver talking
to the spouse he or she said goodbye to just 10 minutes
before, but at least it will be sudden. If you keep running it
will be a slow, arthritic, painful, crutch-requiring demise. But
it is your choice.
However, if you are a politician then yes, you need to
be “on the run”; especially now that we have “automatic
registration and voluntary voting” in Chile because you will
actually have to excite me enough to get out of bed and
go vote for you. All this exercise may kill you, but then you
decided that politics was for you.
And please remember, when we talk about someone
“running a business” this refers to its successful
administration (if you are able…) and it does not refer to the
hardnosed approach of having your employees run all over
Creation for you.
I remain, well-seated and intent on running nowhere fast
– perhaps nowhere at all… I do, however, enjoy a good walk
or bike ride, laughing all the while at those Runners!
Sedentarily yours,
Santiago Eneldo
(Alternatives to running for a touch of exercise to
santiagoeneldo@yahoo.com)

