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Abstract

The Washington Consensus (WC) is a transnational norm that has especially been present in
Latin America since the 1970s. Following this norm, many state industries in Chile were
privatized during the neoliberal economic policy of the Pinochet dictatorship. The one exception
was the copper industry. In the 1990s, a period of liberalization and private expansion started,
and consequently stabilized in the 21st century. However, privatization of the state copper
company was always avoided. To explain this striking liberalization policy, this thesis focuses on
the localization of a transnational norm in a domestic context, where the contestation between
transnational norm entrepreneurs and neopatrimonial veto players created a regulatory
framework for the copper industry. The results show that the outcome of localization process is
dependent on the relative power of these two contesting sides, but that the agency of the state

must not be underestimated.
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1. Introduction

Starting in the 1980s, there was a global paradigm shift towards market liberalization. In 1989
the term “Washington Consensus” was explicitly declared as to be the new template for the
restructuring of state-market relationships (Williamson, 1989). Most notably, Latin American
countries took up the ideas of the Washington Consensus - and Chile did not remain unaffected.
The (not universal) consensus holds that the benefits of liberalization, and an open international
trade and investment system outweigh the disadvantages (Williamson, 1993). Privatization of
state enterprises is one of the cornerstones of the Washington Consensus. It was believed that
free markets and private corporations would be most welfare-efficient and would ultimately lead
to a free society too. Chile has been described as “the star performer of the Washington
Consensus,” because of the government’s willingness to permit FDI and trade liberalization in
comparison to other Latin American nations (Albala-Bertrand, 1999, p. 162). Yet, we see a
strange exception to this star performance: the essential copper industry was never fully
privatized and to this day the world’s largest copper producer remains the Chilean state-owned
Corporacion Nacional del Cobre de Chile: CODELCO (COCHILCO, 2020).

Instead, when we track the development of the copper industry, we do not see full-
fledged liberalization of the industry, but a cumbersome and protracted, yet ongoing process of
privatization, starting in the 1970s (figure 1, p. 56). Although the number of private companies
increased, CODELCO remained the largest copper producer in the world. Also after the end of
the dictatorship, the company increased its production, albeit not at the same rate as the private
copper companies. During the so-called post-dictatorship Concertacién governments, there was
no massive short-term overhaul, but rather a piecemeal privatization process of the copper
industry. The number of private companies increased, and CODELCO was allowed to form joint
ventures with other multinational mining companies (Fermandois et al., 2009). To this day, the
state still remains a very active and influential actor in the Chilean copper industry, where it
regulates and sells concessions. The 1990s shaped the following two decades, when the
production of copper more or less stabilized after 2001. It is surprising that the copper
industry’s liberalization only started materializing after the return to democracy in the 1990s,
because Pinochet’s regime did permit private investments in the copper industry from the
beginning of the 1980s. This then leads to the research question: What explains the piecemeal
liberalization of the copper industry in Chile?

Because the Washington Consensus started to gain momentum in 1970s, this research
will focus on a time period period starting with the Pinochet dictatorship - a time of large
reforms to the Chilean economy and copper industry. This research will specifically cover the

development of the copper industry from 1973 to 2019. To answer the research question, this



thesis connects insights from the literature on norm localization and neopatrimonialism.
Clearly, the transnational policy norm of Washington Consensus did not ascend fully and
unmitigated in Chile. Following the literature on norm localization (Acharya, 2004), we know
that international norms are adapted to national context conditions during the course of their
implementation. This literature, however, does not tell us that much about the factors leading to
a particular path of localization, apart from the fact that domestic veto players play a role. To
identify these veto players and why they localize a norm, I draw on the neopatrimonial
literature.

The norm localization literature does not explain the sources or the motives of these
mitigating veto powers, so theory on neopatrimonialism will be applied to answer the essential
why-question. Remmer (1989) classified the (then still existing) Pinochet regime as a typical
example of neopatrimonialism, but there has not been any scholarship that applies this view to
the post-dictatorship era. It is expected that during the post-authoritarian phase, the influence
of the neopatrimonial veto players did not disappear overnight. While making use of the
literature on neopatrimonialism, this research can track the veto power of the actors in the
copper industry, also during the post-dictatorship era. Since the copper industry is a basic
resource sector, we can expect that the rent-seeking patrimonial actors remained very active in
the mixture of governance regarding the copper industry. These veto powers propagated a path
of norm localization that is expected to be aligned with their interests. The expectation is that
the veto players tried to “block" the norm from entering the domestic sphere, which in turn can
influence the localization process away from the transnational norm. The literature on norm
diffusion shines a light on the emulation of norms promoted by transnational norm
entrepreneurs. If the cosmopolitan transnational actors gain more influence in the localization
process, a more congruent policy with the norm is more likely. This thesis will focus on the
constellations of interest that were formed during different phases in the history of the Chilean
copper industry after 1973. In sum, this thesis will argue that for some contexts, the norm
localization is dependent on the conditions of the neopatrimonial actors on the domestic level,
while at other times, it is dependent on the conditions of the transnational norm entrepreneurs.
This creates a system of norm localization, where a norm is diffused in an adapted manner.

In the context of broader IR/IPE theories, this research adds to the constructivist
debates. Constructivism rejects the simplicity of realist and liberal theories, and focuses on the
role of ideas, norms and discourse in determining an outcome (Balaam & Dillman, 2014, p. 124).
In the context of Chile, there has not been research that tied norm localization to the Chilean
copper industry. While the economic history is well-documented, the academic focus is mostly
on the Pinochet-era (1973-1990, Sigmund, 1993, Biglaiser, 2002). This research provides a more
thorough understanding of the Chilean economic history post-Pinochet. It will add to the norm



localization literature that describes how an international norm is successfully adapted and
localized. While general norm localization theory stresses the importance of cultural practices
and believes in the construction of localized norms, and acknowledges the influence of
transnational norm entrepreneurs (Acharya, 2004, p. 244), I will argue within this theory is a
significant role for the neopatrimonial actors too. The literature on norm localization is
generally ambiguous about the veto players, and focuses on structural conditions (Zimmerman,
2016), so this research will have a focus on the crucial role of these neopatrimonial actors in the
localization of norms. With the help of the literature on neopatrimonialism, the role of the veto
players can be identified and added to the norm localization theory. Moreover, this thesis tries
to connect two traditions of research that were previously separated: it will argue that the
theories of norm localization and neopatrimonialism can complement each other and create a
framework for further research in contexts similar to the development of Chile’s copper
industry.

As for the societal relevance of this thesis, the copper industry is known as “el sueldo de
Chile” (“the salary of Chile”). Copper accounts for about 50% of the total export revenues (OEC,
2017). Although a matter of political debate, the dependency on copper might be a major
obstacle for inclusive and egalitarian growth, pointing towards a “resource curse.” The
democratic authorities of the last 20 years have been unable to reduce inequality significantly,
causing social unrest. Some economists point to the structural constraints of the copper industry
as one of the main sources of this inequality, where Chile’s reliance on a less complex product
produces relatively less inclusive institutions that distribute wealth less equally (Hartmann et
al., 2017). Moreover, low corporate taxes have generally favored the elites, and disincentivizes
investments in human capital (Lopez & Miller, 2008). The question of ownership of the copper
industry has always been a political battle in Chile, where neoliberal parties argue that the
admittance of private copper companies made the whole industry more efficient, while the left
says that public ownership of the whole industry is essential for the equal distribution of wealth
(Lagos, 2018). Chile remains the most unequal country inside the OECD, and the recent protests
concerning a price increase in the public transportation fare displayed these sharp discrepancies
in society. Moreover, these protests were not only about the price increase, but about the
historical legacy of the Pinochet dictatorship that is still deep-rooted in Chile’s society (Borselli,
2019). Because of this extending influence, the vital copper industry and its connection to the
Chilean economic policy can also be seen as an extension of the archaic (neopatrimonial)
institutions that were formed under the Pinochet dictatorship, and the questions about the
governance of this sector remain highly relevant today. This research can add to the societal
question how natural resources are best handled by governmental policy, in Chile and in other

countries similar governance models.



This argument will be structured as follows: the theories on norm diffusion, norm
entrepreneurship, (neo)patrimonialism and norm localization will be discussed and how the
domestic constellation of neopatrimonial actors and transnational norm entrepreneurs may
explain the localization of norms. Then, the methodology will be presented. Next, with the help
of the theories discussed, this thesis will lay out the empirics that illuminate the role of the
actors who opposed, supported or influenced the localization process and how this played out.
This evidence will be from a wide range of scholarly articles, books and newspaper articles. The
conclusion will summarize the main points and will provide an answer to the research question,

as well as possible limitations and some recommendations for further research.



2. Theoretical Framework

How norms, ideas, and policies spread globally is one of the main debates within the disciplines
of IPE and IR. Many domestic norms, ideas and policies come from the same source and have a
similar blueprint. The main puzzle is how these transnational ideas and norms translate into
domestic policy. While there is academic consensus that diffusion is a consequence of
international interdependence, there is less agreement how and under which conditions a norm,
idea or policy spreads. The efforts to describe this has been a fairly recent endeavor in academia
(Gilardi, 2012). In this section, the diffusion of norms will be linked to the concepts of norm
localization and neopatrimonialism, and explained why these concepts can complement each

other.

2.1. Norms & policy paradigms

Constructivist scholars Finnemore & Sikkink (1998) define norms as “a standard of appropriate
behavior for actors with a given identity” (p. 891). This is a broad definition, but does define a
unique behavior across contexts. Similarly, but in a different tradition, Hall (1993) described the
concept of a policy paradigm as “a framework of ideas and standards that specifies not only the
goals of policy and the kind of instruments that can be used to attain them, but also the very
nature of the problems they are meant to be addressing” (p. 279). In Hall’s view, ideas are quite
resistant to disconfirmation, and in a Kuhnanian way, there needs to be a “paradigm shift”
before a new idea is adopted. It is often assumed that coherent policy models spread easily and
countries often adopt this without any major changes (Gilardi, 2012). Babb (2012) describes the
Washington Consensus as a policy paradigm. Because academics are free from external pressure
and are insulated from disconfirmation in their own social learning environment, they
(sometimes inadvertently) propagate a certain transnational policy paradigm that affects the
domestic policy choices to a large extent. As will be argued, the two concepts of policy paradigms
and norms are very similar, and this thesis will categorize the Washington Consensus as a
transnational norm.

Hall (1993) emphasized that policy paradigms are often “leitmotivs” (p. 292). This means
that policymaking is based on a set of ideas and reinforced by institutions. Hall sees a central
role for ideas in policy paradigms, where a certain language and discourse is adopted, by which
the behavior of key actors and consequently policy is constructed. Similarly, but on an
international level, norms can act as a structuralist form of stability, where the distribution of
ideas defines the international structure - norms act as a “regulator” for behavior (Finnemore &
Sikkink, 1998). This often happens on a tacit level, as policy paradigms often get promoted in a

similar inexplicit manner. Additionally, Hall’s rejection of the central role of the state is key, and



he questions the traditional dichotomy between state and society. Likewise, according to
Checkel (1998) even (neo)liberal theories see norms as a superstructure built on a material base,
while constructivist norm literature sees agents - like states - constantly interacting with the
superstructure, and therefore mutually constituted. There is no natural dichotomy between the
states and norms (Checkel, 1998). Moreover, Finnemore & Sikkink (1998) wrote that policies
reflect “the normative biases of the professions that staff decision-making agencies” (p. 905),
including state officials. Hall (1993) argues the ideas of state officials are important too,
although there is often a spillover effect to the general political discourse. Therefore, in the
context of this thesis, the principles of norms and policy paradigms are very similar. Both
concepts are implicitly responsible for the “proper” behavior, through socialization of the key

actors.

2.2, Diffusion and norm entrepreneurs
The norm diffusion literature lays out the types of diffusion mechanisms that lead to adoption or
rejection of the transnational norm, promoted by the norm entrepreneurs. Strang (1991) defines
diffusion when “prior adoption of a trait or practice in a population alters the probability of
adoption for remaining non-adopters” (p. 325). From this, rather than the outcome of the
diffusion, the process of diffusion itself is under scrutiny (Strang, 1991). Gilardi’s (2012)
overview of the literature on diffusion shows that in the literature coercion, competition,
learning, and emulation are four mechanisms of norm diffusion. These forms take place within
and across different political contexts, but with a certain level of interdependence between the
different actors. These ideal types do not exclude each other, and they permit the transportation
of a norm from the international context to the domestic context, whereas the domestic actors
permit or reject the norm. Coercion often is attached to strong states as norm promoters, where
other states adapt norms even if they do not want it, which makes long-term internalization
unlikely. Competition is mostly attached to economic reasoning, such as tax policy norms, and a
“race to the bottom.” Learning happens when countries look at their population or other
governments to find a policy solution for a pressing problem. Emulation arises in cases of high
uncertainty, where actors look to an already established model and choose where it fits.
However, the latter does not guarantee the best model, but rather the one that is already
established (Elkins & Simmons, 2005). In the area of emulation, the sheer number of norm
entrepreneurs can create a tipping point where the norm is emulated by other actors, on the
basis of socialization (Gilardi, 2012).

In this emulation process, by Finnemore & Sikkink’s (1998) account, norms are
successfully internalized when “norm entrepreneurs” push for the norm and states conform

when there is a lack of domestic pressure. Through socialization, the norm gets internalized. At
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one stage, there is a “tipping point”: the previously orthodox actors become the heterodox, and
the burden of proof shifts. The norm entrepreneurs play a critical role here, as some norms do
not get to amass this critical “weight” (Finnemore & Sikkink, 1998). Sunstein (1996) defines
norm entrepreneurs as “people interested in changing social norms" (p. 909). However, they can
also be a group of people, or an entity. They are the actors who pioneer the norm, but also
amplify existing norms into the mainstream (Sjostrém, 2010). These norm entrepreneur actors
(collective entities or individuals) actively seek out other actors to try to persuade them to follow
a certain policy. For example, corporations (Flohr et al., 2010), shareholders (Sjostrom, 2010) or
lawmakers (Carbonara et al., 2008) may be norm entrepreneurs.

Most notably, academia and business advocates may play an important role in diffusing
a norm. For example, Hall’s (1993) description of policy paradigm change in the case of the rise
and fall of British Keynesian economic policy post-World War II (p. 286) makes the case that
academia were essential to materialize a switch, and through the socialization of state actors a
paradigmatic policy shift happened. This is similar to Haas’ (1992) description of transnational
advocacy networks, formed around epistemic communities. The epistemic communities have
the expertise, network, and authority to convincingly advocate their norm or policy. While these
entities are different in size and power, their shared goal is to advocate and eventually make sure
different contexts internalize the norm. Often, norm entrepreneurs attempt to persuade
policymakers by sheer moral appeals, and in the case of epistemic communities, a shared notion
of normative beliefs and convincing knowledge and expertise (Bjorkdahl, 2002). Sometimes,
this separates norm entrepreneurship from rational-choice explanations of norm diffusion
(Stoeckl, 2016). For example, nationalism may be a convincing force to highlight shared norms.
Still, this does not mean that rational-choice explanations of norm entrepreneurship are not
valid: the methods are means, and not ends. Indeed, “it makes little sense to rule out one or the
other approach on a priori grounds” (Fearon & Wendt, 2002). For example, business networks
can act as norm entrepreneurs. They can focus on the otherwise hidden material gains for
domestic actors and, through this, advertise or strategically frame the desired norm. The
economic gains of a new norm can be an important reason to adopt a new norm voluntarily, not
because it is coerced, but because the policy makers are convinced by the material effectiveness
of the norm independently (Payne, 2001).

Hence, the diffusion of norms depends on the engagement of transnational norm
entrepreneurs. If the domestic actors agree, emulation can occur. In the final phase of
Finnemore & Sikkink’s (1997) norm life cycle - internalization - there is an important role for
professions, as they are agents by which their members internalize norms. Also here, policy is
inherently connected to norms, and an internalized norm is the product of a long process that is

promoted throughout by transnational norm entrepreneurs. These norm entrepreneurs explain
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the process in which a norm is formed and diffused. While norm entrepreneurs may be domestic
actors, the theory does see a norm as a uniform reality with a similar meaning for all contexts.
However, domestic actors may give a different explanation to the norm, and it is expected that
not all norms are simply accepted at face-value (Eimer et al., 2016). The domestic structure is
essential here. To explain this interpretation, the next section will turn to the literature on norm

localization.

2.3. Norm localization
The question then arises whether all norms are “trickled down” in the same way, and if this is
true for all the different contexts where it spreads. The aforementioned norm diffusion
categories remain constructed on a dichotomy between “compliance vs. non-compliance” or
“cooperation vs. defection” (Eimer et al., 2016, p. 451). Most constructivist writers in the early
literature on norm diffusion were primarily concerned with “constitutive compliance [or]
outright rejection” (Acharya, 2004, p. 242). For example, Finnemore & Sikkink (1998) described
women’s suffrage as a norm, and measured this on the basis of rejection or adoption. Instead,
Acharya’s (2004) theory on norm localization gives more credit to the local norm takers, and
their ability to interpret and twist an international norm. Local actors adopt a localized form of
the transnational norm, and they act as credible agents. The norm hierarchy and the domestic
institutions remain in this case unaltered, but new institutions may be added to the mix that
make up the domestic constellation. In many cases, institutions are strengthened rather than
removed. In Acharya’s view, the domestic constellation is essential to the ultimate form of the
norm, and local views are part of the norm order (Sjostrom, 2010). An important second
observation is that localization happens through “active construction” in accordance with
normative beliefs. This implies a more nuanced approach than outright adaptation or rejection
through coercion, competition, learning or emulation, but rather a significant and decisive role
for the local actors in the adaptation and redefinition of the transnational norm. Moreover, the
interpretation of the norm by the actors might differ. In this way, the meaning of a norm is very
flexible and it can be reinterpreted many times over. Essentially, a norm is a dynamic product
that in many cases will adopt a different meaning over time (van Kersbergen & Verbeek, 2007).
In sum, while the transnational norm influences the actor’s behavior, the actors that
permit the localization of the norm in turn may also have an influence on the policy norm itself,
and may redefine it to a large extent. Hall (1993) and Finnemore & Sikkink (1998) essentially
consider a policy norm to be exogenous (Gilardi, 2012). While they add to the norm diffusion
literature that describes the mechanisms through which transnational norms may be diffused,
the motives of the norm diffusion are not described extensively. In the same vein, Acharya’s

account offers an overview of the “general forces” why norms may be localized (2004, p. 246).
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These catalysts for changes are exogenous shocks: a major crisis and pressure from outside.
Acharya (2004) lays out four conditions by which a norm is likely to be localized. Firstly, a new
norm could enhance and legitimize the authority of the norm-takers institutions. Secondly, the
strength of the prior norms matter, based on local beliefs and practices. Thirdly, there must be
an availability of credible actors that outperform the transnational norm entrepreneurs. Finally,
the sense of identity of the norm-takers matters, where the norm might be adjusted to fit a
cultural sense of identity (Acharya, 2004, p. 248-249).

Although these conditions may be valid, the “general forces” remain vague: the
dynamics on the ground are not sufficiently explained. Norm localization focuses mostly on the
culture that constitutes traits and practices. In Acharya’s (2004) account, the veto power of a
norm localizer is ignored. Although norm localization emphasizes the importance of the local
authority and legitimacy of key norm-takers, the description of the veto power of these norm-
takers is rather ambiguous. The domestic constellation consists of private and public actors with
their own interests. In the localization of transnational norms, the level of congruence depends
on the interests of these private and public actors. A one-to-one copy is rather improbable, but
the key in this localization effort is the interest of some important domestic actors that decide
about the fate of the norm. It may be possible that previously opposed actors decide to change
course and support the international norm. In this case, it is likely that this is a consequence of
close interaction with transnational actors (Eimer et al., 2016). So, although domestic actors
may have a level of interaction with the transnational actors, the real driving forces behind this
are the transnational norm entrepreneurs. To distinguish between the transnational norm
entrepreneurs on the one hand, and the domestic actors on the other hand, it is necessary to
closely examine the interests of the actors (Eimer et al., 2016). In this consistent game between
transnational norm entrepreneurs and domestic actors, the continuum is contained within the
framework of localization - because outright rejection or adoption is improbable. While the
literature on norm localization explains that the domestic actors modify a transnational norm,
the internal forces of some veto powers are not outlined. To dive more into the motives for the
“gatekeeping” function of these domestic endogenous actors, this thesis will add neopatrimonial

power as an important factor to describe how norms are localized.

2.4. Neopatrimonial actors

Neopatrimonial rule is often, but not exclusively, applied to African nations. Some typical
features of neopatrimonial rule originate from Max Weber’s earlier classification of patrimonial
rule. In this system, the right to rule is entirely vested in one person. It is part of the category of
traditional rule, against two other ideal forms of political leadership: charismatic and legal

authority (Weber, 2015). Traditional institutions are the foundation of Weber’s understanding
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of patrimonialism, held together by loyalty and oath. Eisenstadt (1973) first defined the term
neopatrimonialism. This was essentially an application of Weber’s concept to modern nations
integrated in the world economy, where development has made legal-rational institutions an
integral part of society. Neopatrimonial rule is often reinforced by rent-seeking actors. As Weber
(2015) already described, the (neo)patrimonial power blurs the distinction between public and
private property. Eisenstadt (1973) wrote that neopatrimonial regimes often try to monopolize
political activities and resources, and try to prevent competing rival factions from access to these
resources. In order to avoid that other actors gain resources, an informal structure is created,
“controlled by a personal clique of hombres de confianza (trustworthy men) responsible for the
functioning of certain key administrative and military units” (Oszlak, 1986, p. 24). These state
resources are often natural resources, and rent-seeking actors can reinforce neopatrimonial rule.
High resource income from basic minerals and hydrocarbons from a small enclave within a
country can be responsible for the endurance of neopatrimonialism (Acemoglu et al., 2004). In a
self-fulfilling prophecy, these same neopatrimonial actors devise low taxes and low levels of
political accountability to secure their income. In turn, this reduces state revenue from a natural
resource. This happened for example in Zambia, where the neopatrimonial interference in the
copper industry secured a beneficial tax policy for the rent-seeking actors (von der Soest, 2007).
This supports the so-called “resource curse” hypothesis, where resource dependence hinders
sustainable development (Acemoglu et al., 2004, Altenburg, 2013)*. Eventually, this means that
the rents get concentrated within a small group of actors.

Within neopatrimonialism, the power remains personalized, although the traditional
underpinnings based on local beliefs and practices of a culture are less pronounced. Rather, the
power system has an inherent transactional nature (Sigman & Lindberg, 2017). The definition
was expanded further when it was applied to African nations. Bratton & van de Walle (1997)
argued that the main difference between neopatrimonialism on the African continent and in
Latin America was that the latter had a longer tradition with corporatist regimes. Moreover,
presidentialism plays an important role in general for the establishment and conservation of the
neopatrimonial structure, where it provides one man that has the power, and personal rule is
confined by legal rule (Bratton & van der Walle, 1997). This definition placed neopatrimonialism
opposite to democratic or hybrid regimes, and much closer to the classical definition of Weber.
While democracy and neopatrimonial rule might appear to be two opposite forms of
governance, research suggests neopatrimonial rule may improve civil and political rights,

constitutional rule and wider distribution of goods and services (Sigman & Lindberg, 2017).

1 Still, not every aspect of the resource curse hypothesis is uncontested. The theories on the mechanisms
and applicability across all regions are not universal. See van der Ploeg (2011) for an overview of the
literature.
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Therefore, a democratic rule does not secure immunity to the influence of neopatrimonial
actors, especially if there is tradition of strictly neopatrimonial rule. Neopatrimonial rule is not
necessarily a separate regime category, but can manifest itself in democratic, hybrid and
authoritarian rule (Erdmann & Engel, 2006).

An important aspect of neopatrimonialism is the existence of a vast patrimonial legal-
bureaucratic system. In this system, private and public actors thrive on clientelism.
Neopatrimonialism is not exclusively a form of formally defined rule, but rather also relies on
informal connections, such as favoritism in the allocation of state resources. (Erdmann & Engel,
2006). Snyder (1992) defined neopatrimonialism as “an extensive network of personal
patronage, rather than through ideology or impersonal law” (p. 379). The literature on
neopatrimonialism argues that rule is based on two types of domination: bureaucratic legal-
rational and patrimonial power. The traditional part of neopatrimonialism is the historical
colonial structure, where it is exclusively found in the Global South. These two forms coexist and
influence each other, so that “the patrimonial penetrates the legal-rational system and twists its
logic, functions, and effects [...] informal politics invade formal institutions” (Erdmann & Engel,
2006, p. 18). That also means that actors have a degree of choice whether to implement one of
the two logics, but the power relations matter. As mentioned before, neopatrimonialism is a
system in which the distinction between public and private ownership blurs (Eisenstadt, 1973).
The public and private actors can make use of their intimate connections with the government
to act as veto players. The system of bureaucratic legal-rational rule and patrimonial rule
functions makes sure that these veto players can sustain their neopatrimonial power for the
future.

In turn, one of the main causes of the insensitivity concerning democratic processes is
often the reliance on natural resources. In a system of neopatrimonialism, when a small group of
actors are in charge of a vast quantity of natural resources, and a country’s economy is reliant on
that same resource, the interests of a small number of actors, by definition, have to be taken into
account as well. Thus, it is expected that these private and semi-private actors have informal
veto powers which are sometimes more important than the official democratic procedures
(Gazibo, 2013). The public actors, on the other hand, are restricted in their capacity to make
autonomous decisions. They have limited resources to their disposal and therefore need to make
a convincing argument for their desired policy (Altenburg, 2013). We can therefore expect that
the system of neopatrimonialism may uniquely be present in a resource extractive industry,

although the country’s official form of governance is democratic.
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2.5. Neopatrimonialism and localization

As previously shown, the norm localization literature focuses on the cultural “traits and
practices” from which a set of conditions are established that consequently localize the norm
(Acharya, 2004). Key to neopatrimonialism is the transactional notion of power, in combination
with the existence of legal-rational bureaucratic rule that defines the influence of some actors
associated with a natural resource industry. Only the actors with connections within the
bureaucratic system have real power, not necessarily those who hold higher positions in the
formal hierarchy. One can argue that two systems exist parallel to each other: one is the official
hierarchy, but acts like an empty shell, and the other is the neopatrimonial hierarchy, where the
power and resources are divided over a small group of people (Ferguson, 2006, p. 39).
Regarding norm localization, we know that institutions are not necessarily replaced, but are
more likely to be adapted to the localized norm. In this thesis, the institution is the regulation of
the copper industry. The institutions are not easily replaced, and when a norm, promoted by
transnational norm entrepreneurs, will be adopted in a localized context, the framework of
neopatrimonial rule (e.g. personalized rule, patronage, and rational-legal bureaucracy) can be
used to localize the norm to their liking and design. The actors with close connections to the
resource industry enjoy a higher level on the patronage scale, and therefore more power. Still,
this does not mean there is no competition from alternative interpretation of a norm. The
expectation is that transnational norm entrepreneurs promote the alternative form of the norm,
as it is known these actors can ally with domestic actors as well (Gilardi, 2012).

But it remains cumbersome, exactly because of this strategic maneuvering of the
neopatrimonial actors and the transnational norm entrepreneurs that shapes the system of
localization. The transnational norm entrepreneurs try to integrate a transnational norm into
society without much adaptation and a high level of congruence through their connection with
domestic actors, while the neopatrimonial actors focus on a adapted form of the norm or a full
rejection. Both sides have their strengths: while the norm entrepreneurs are particularly
benefited by globalization, the neopatrimonial actors thrive by their (historical) veto power. The
most likely result is a compromise, and a transnational norm is localized by domestic actors.
Therefore, localization is the outcome of the antagonism between domestic veto players and

transnational norm entrepreneurs.

2.6. Overview theoretical framework

This theoretical framework laid out the similarities between a policy paradigm and transnational
norms. These transnational norms are diffused in a domestic context in different ways. Through
emulation, transnational norm entrepreneurs play an important role to socialize the domestic

actors to adopt a norm. Transnational norm entrepreneurs have many forms, but most notably
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these are in the form of business actors and epistemic communities. To explain the mismatch
between the propagated norm and the eventual domestic outcome, theory on norm localization
is added. The domestic dynamics and the veto power of some gate-keeping actors that for a part
explain the level of norm localization is explained by theory on neopatrimonialism. A country
with a large natural resource industry is especially susceptible to neopatrimonialism, and the
presence of formal democratic institutions does not necessarily hinder its existence. Countries
with a historical presence of neopatrimonialism and an integration in the world economy can
therefore expect to have a norm localization structure made up of transnational norm

entrepreneurs and neopatrimonial veto players.
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3. Methodology

3.1. Ontological and epistemological presuppositions

Within the methodology to explain real-world phenomena, two grand philosophies of science
can be distinguished: positivism and interpretivism. A positivist philosophy emphasizes the
importance of a deductive approach: start with the theory and apply this to a phenomenon
(Halperin & Heath, 2020). Positivist approaches are generally used for large-N studies, where
multiple variables and cases are presented to come to a data-driven solution, guided by the laws
of a certain theory. This foundationalist or positivist perspective is informed by a belief that the
world is “knowable” - through critical rational theory-testing methods, falsification may come
close to reality. By using empirics (empiricism) and observation, knowledge is derived. Facts
and values are clearly separated, and objective reasoning becomes much easier (Halperin &
Heath, 2020, p. 10). The general aim for positivism is to eventually describe the observable
world into laws and truths. However, the disadvantage of a positivist approach is that it tends to
downplay the causal mechanisms at work (Gerring, 2007, p.5). While this approach emphasizes
the importance of a theory and its accurate prediction of outcomes, a full description of reality
and the causal mechanisms might be beside the point.

On the other side of the spectrum is the interpretivist philosophy: this is based on an anti-
foundationalist perspective that stresses the importance of a constructed reality where true
objectivity is impossible. Although the existence of a natural world is not necessarily denied, the
social world would not exist without our interpretation of it (Halperin & Heath, 2020, p. 10).
Theories are simply too simplistic to generalize across different contexts, and in this view,
positivists overestimate their capacity to truly interpret objective facts. The ontology and the
epistemology of interpretivism and positivism is therefore different.

In the context of explaining phenomena in political science, scholars often turn to history.
The facts that are gathered are never truly objective, it is always “theory-laden” (Thies, 2002, p.
353). Although there are some undisputed facts, the interpretation can be theory-driven, but not
necessarily theory-determined. As for this study, the epistemological framework would probably
place it in an interpretivist corner. Still, although the framework is not a mathematical certainty
and follows a certain path that may only be applicable to one case, this case study has a positivist
character as it does try to make a prediction based on theories that are mentioned in the
hypotheses. Essentially, this research is based on “pragmatic positivism” (Odell, 2001, p. 162).
As a pragmatic positivist approach, this thesis describes both manifest and latent events that
explain a broader phenomena. For manifest events, the significance and weight of these
historical facts are interpreted and added to the case made. This also means that the theories

and evidence described are not merely imported from another source, but considered
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skeptically. A comprehension of the facts requires some interpretation, but this does not mean
all observations are anti-foundationalist. So, in this sense, this research is positivist, but with a
skeptical interpretation of the “facts" (Thies, 2002).

3.2. Case study

This research will explain a single case in a qualitative manner. A case is a “single instance of an
event or phenomenon” (Odell, 2001, p. 162). However, a case involves multiple observations,
and qualitative analysis can provide an analytical study of these observations (Thies, 2002, p.
353). The question is: how far can these conclusions then reach? According to Popper, social
science is also, in the end, about both conjectures and refutations (1963, p. vii). This means that
there is often a “lightbulb moment” and a “skeptical moment” in science (Gerring, 2007, p. 39).
Social science tends to focus on the latter, but conjectures in single-case studies matter to. Single
case studies are very useful when a phenomenon is encountered for the first time or being
viewed in an entirely new light (Gerring, 2007, p. 40). Accordingly, this thesis looks at the
theories of neopatrimonialism and localization, applies these theories to the developments in
the Chilean copper industry. This research explains a single case, searches for a pattern in the
outcome based on empirical findings, and uses this to create a heuristic framework for further
research. The focus of this research is on the outcome, and “explaining-outcome studies often
have theoretical ambitions that reach beyond the single case” (Beach & Pedersen, 2013, p. 19).
So, although this research stays explorative, it does permit the usage of these abstract
conclusions on other cases.

The causal strength for a single case study is often stronger than a cross-case study,
because the emphasis is on the understanding of the mechanism (Gerring, 2007). There is,
however, a trade-off between external and internal validity, as the conclusions of a case study
are harder to transfer to other cases as well (Gerring, 2007, p. 43). Instead, the power of a case
study is its in-depth analysis of a narrow selection of phenomena, while quantitative studies may
be notoriously shallow. Still, Gerring (2007) notes that the case study “is best defined as an
intensive study of a single case (or a small number of cases) with an aim to generalize across a
larger set of cases of the same general type” (p. 65). Accordingly, while this case study explains
the single case with high internal validity, the external validity is not always valid. This does not
mean, however, a transferable heuristic framework cannot be constructed. This heuristic
framework conspicuously explains the causal mechanisms at work within one case, that would
be hard to find while investigating multiple cases. In the end, the goal of this case study is to
explain the outcome of a case that may be applicable to other contexts and events as well.

While case studies are used for hypotheses-building purposes too, this thesis will be

constructing a theory based on established, but hitherto separated theories. Based on the
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outlined theoretical framework, some expectations are formulated that concretely estimate an
outcome. This theory is not necessarily restricted to this single case. The hypotheses serve are
guidelines for the research and provide scope and direction. This is an y-centered, explaining
outcome case study and has two hypotheses based on the expectations of the theoretical
framework.

In the context of this case, the regulation of the copper industry in Chile, this framework
can be used to research other cases that have a similar structure of the economy and a similar
domestic interest constellation. As explained in the introduction, Chile’s regulation of the copper
industry represents a deviant trajectory: although the Washington Consensus was in full swing
during the 1980s and 1990s and especially targeted state-owned enterprises, and the Chilean
government had a sharp neoliberal policy paradigm, the outcome deviated from common sense
(Bennett & Elman, 2007). Although the Washington Consensus was not ignored in Chile, it was
not (fully) applied to the regulation of the copper industry. The general model of norm diffusion
therefore does not fully explain the case itself, and other variables must be added to explain the
outcome (Gerring, 2007, p. 106).

The single case is the Chilean copper industry, and the time period is 1973-2019, divided
into three separate phases. These three phases are distinct in their social, economic and political
dynamics. This gives the opportunity to closely examine the differences between these phases
and to examine under which circumstances the hypotheses can be confirmed or disconfirmed.
This will help tie the theories together to form a more comprehensive theory. This thesis tries to
explain the different interests of actors that construct a system of localization that shapes the
transmission of an international norm. Although the thesis has some deductive elements and
borrows from previously published theoretical work and observations, this thesis will generally
use an inductive approach, as the goal is to identify patterns and regularities from the
observations and measurements. From this, some tentative hypotheses can be derived (Halperin
& Heath, 2020, p. 32). These hypotheses set out conditions under which the approximation of
the international norm becomes more likely. In this process, the aim is also to shed light on a
newly developed theory, and to put “concrete flesh on the bare bones of an abstract idea” (Odell,
2001, p. 163). This case study therefore is an illustrative case study, that explains a deviant

trajectory.

3.3. Hypotheses and operationalization

The dependent variable is the regulation of the copper industry. As is deducted from the
theoretical framework, the expected outcome of the influence of the Washington Consensus is
full privatization of the copper industry. Instead, a hybrid form of regulation appeared in the

1980s, materialized in the 1990s and continued throughout the 2000s. Therefore, we can use
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government policy regarding the regulation of the copper industry as a proxy for the level of
privatization of the copper industry. Finnemore & Sikkink (1998) define a (international) norm
as “a standard of appropriate behavior for actors with a given identity” (p. 891). As discussed in
the theoretical framework, a norm may be diffused through norm localization, as described by
Acharya (2004) and Eimer et al. (2016). The domestic constellations matter in this system of
norm localization. Privatization of the copper industry, in this instance, is viewed as an
approximation of the international norm. In opposition to this, state ownership of the copper
industry is perceived to be a deviation from the international norm. For the broader industry,
higher production and a larger relative presence of private companies as an outcome means an
approximation of the international norm, while higher relative presence of the public
enterprises means a derogation to the international norm.

In this system of norm localization, two domestic interest constellations were highlighted
in the theoretical framework: the transnational norm entrepreneurs and the neopatrimonial
veto players. The interplay of these two sides shapes the dynamics of norm localization in Chile,
and can be perceived as the independent variable. The independent variables (X) consequently
influence the dependent variable (Y): the norm localization process. Therefore, the first

hypothesis will be:

Hi: The outcome of norm localization processes will be closer to the international norm, if

transnational actors play a more dominant role in the domestic localization process.

The hypothesis will be confirmed if the transnational actors have more prevalence in the
domestic political dynamics and the decision-making procedures. A good indicator for this
would be if the transnational actors play a more dominant role in the domestic localization
process. These transnational actors are often in the form of norm entrepreneurs. The actors can
be identified, and their motivations, interests and power can explain their influence in the norm
localization process. For example, if multinational corporations (MNCs) play a more dominant
role in the domestic decision-making processes, it is likely that a more relaxed approach to the
international norm will be applied. In this case, this means that a far greater liberalization of the
copper industry is expected. This outcome would be in the form of more production for private
mining companies. A strong piece of evidence for this would be sources citing the influence of
these companies on the decision-making procedures and the outcome. To refute this hypothesis,
the governance mix of the copper industry should be unchanged, although there is a clear

dominance of the transnational actors in the interplay of actors.
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In the same system of localization, the second hypothesis will be:

H2: The outcome of norm localization processes will deviate more strongly from the
international norm, if neopatrimonial veto players play a more dominant role in the domestic

localization process.

The hypothesis will be confirmed if the neopatrimonial veto players have a clear dominance over
the decision-making and localization processes. The outcome should be a deviation of the
international norm, where liberalization is clearly rejected. An important piece of evidence is the
presence of neopatrimonial actors, for example the military, in formal decision-making
procedures. They would propagate a policy of nationalization and against liberalization of the
copper industry. And because of their formal power, policy might be adopted that reflects their
preferences. As argued before, the decisions do not have to be made necessarily within the
official (democratic) procedures, as far as this can be observed by desk research.

It is important to note that these hypotheses serve as guidelines. These can also be
combined to form a balance where neither sides have a more dominant position, but rather the
status quo is maintained through an antagonism of two sides - as mentioned in the theoretical

framework.

3.4. Method of inquiry
The technique that will be used is process-tracing. Process tracing is mostly inherent to case
studies, and any case study within IPE involves some kind of writing based on process-tracing
(Odell, 2001, p. 167). This technique tries to unravel the causal mechanisms that are at play.
Although, also in a positivist tradition, it is often impossible to find the real causal mechanism
for theoretical and empirical reasons, we can still try to get as close as possible. It is about
systematically assessing the workings of a causal process, rather than tracing back a series of
events. In this thesis, the political dynamics of the Chilean copper industry are not merely
described, but explained and linked to outcomes. Three forms of process tracing are
distinguished by Beach & Pedersen (2013): theory testing, theory building (both theory centric)
and explaining outcome process tracing (case centric). This research will be building a theory
based on existing theories, and tries to detect a relatively simple causal mechanism “across a
bounded context of cases” (Beach & Pedersen, 2013, p. 60).

In order to research and explain the mechanisms at play, this thesis will draw from a
variety of nonrandom sources. Primary sources include production data, laws, official
statements and government documents. Chile has a reasonably transparent governmental

archival system, although many are not digitally accessible. Wherever possible, a variety of
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primary sources is used to uncover the views of different participants of the event, which can
forge a more accurate description of history (Thies, 2002, p. 357). This thesis will also use
secondary sources. These include scholarly articles, books, and newspaper articles. This research
used international media publications, such as the Economist, Reuters or the Financial Times.
Especially scholarly articles are shaped by the author’s interpretation, but also present an
analytical and often critical perception on the events. The collection of a wide variety sources
provide an insight in the political dynamics in Chile from the start of the Pinochet dictatorship.
The sources will be critically assessed in the light of other sources and will contribute to an

overarching narrative and a connection to the theories outlined.

3.5. Strength and weaknesses

As mentioned before, absolute external validity of a case study is hard to reach. Still, this is
complemented with a strong operationalization that would confirm or disconfirm the hypothesis
(Odell, 2001, p. 171). This study shows the force field of norm localization and how two
antagonized interests constellations contribute to the outcome of policy based on an
international norm.

The case study is set up to collect a wide variety of resources. Still, this means that it is
not randomly selected, and selection bias is possible. To remedy this, a selection of
historiographic resources from different authors and corresponding viewpoints is used (Beach &
Pedersen, 2013, p. 124). Although there is not a lack of sources and material, this thesis would
be more insightful if interviews would have been held with key actors and experts directly
related to the field or direct archival research. However, due to practical constraints (e.g.
impossibility to travel to Santiago), this thesis will only draw on primary and secondary sources
already published. A direct view into the motivations and incentives of the key actors involved
would have been helpful. Though archival research can add primary sources that fill the gaps of
secondary sources, “a dogmatic insistence on redoing primary research for every investigation
would be disastrous” (Skopcol, 1982, p. 382). Nevertheless, the academic and non-academic
body of work - in Spanish and English - on the copper industry is sizable. Although a different
interpretation is always possible in the future, these works are reliable and provide a good

understanding of the norm and the actors’ motivations and interests.

23



4. Empirical findings

This chapter will be divided into three parts, since there are three distinct phases regarding the
governance of the copper industry in Chile (see figure 1, p. 56). As explained in the methodology
chapter, these three time periods are distinct in their social, economical and political dynamics.
The first phase is marked by the dictatorship of Pinochet (1973-1990). During the 17 years of
authoritarian rule, the presence of private mining was very marginal, and CODELCO was
equivocally the dominant player. A considerable amount of regulatory foundation was created
for the future. The second period, 1990-2000, is generally referred to as the first Concertaciéonz-
period: democratic political parties, ranging from the socialists to the christian-democrats,
joined forces in opposition to the poor-authoritarian conservatives. The coalition won several
presidential elections, but still had to cooperate with right-wing members of the National
Congress. At the same time, the copper industry saw a growth in the number of private
companies. Still, CODELCO remained the largest producer, increased production as well and
built three new mines (Lagos, 2018, p. 136). Finally, there was a consolidation period in the
copper regulation blend that started at the turn of the century. Although private production still
increased, the copper industry’s mixture of private and public companies relatively stabilized.

This chapter will explain why these developments took place.

4.1. 1970s - 1980s: Pinochet

In 1976, the administration under the dictatorship of General Augusto Pinochet formally
founded CODELCO. However, socialist president Salvador Allende (1970-1973) laid down the
foundations of CODELCO when he decided to nationalize the copper industry in 1971. After the
1973 coup d’état that concluded with the death of Allende and the ascension of Pinochet as
president of a new junta-led Chile, the General sought to reform the economic system

drastically.

4.1.1. Norm:(pre-)Washington Consensus
To materialize this economic reform, Pinochet eventually turned to neoliberal economic theory.
The ideological origins of neoliberalism lay in the monetarist/structuralist debate of the 1950s

and 1960s that was especially dominant in Latin America. Structuralists economists promoted

2 In English: “coalition.”
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the Import Substitution Industrialization (ISI)3 strategy, where the state plays a very active role
in protecting the domestic market from imports and foreign dependency, while stimulating
(nationalized) industrialization. Monetarist economists, on the other hand, saw ISI as a problem
on the long-term because it critically increased government debt and decreased private incentive
and innovation (Silva, 1991, p. 389). This neoliberal norm was the de facto precursor to the
Washington Consensus: supply-side economic reform with rapid privatization and
liberalization. This was a radical change in economic thinking at the time, and for many
neoliberal economists, a solution for the perceived destruction of statist economic policies. The
economic policy prescribed a monetarist laissez-faire system: privatize state-owned industries,
reduce government spending, reduce taxes, promote free trade and deregulate the economy
(Brender, 2010). As Teichman (2019) argues, Chile already engaged in “classic” WC policies
except “for the fact that privatization excluded the state-owned copper company” (p. 8). In Latin
America, this was a profound turn in economic policy vis-a-vis the previously more common ISI

strategy, but later became more widespread in the global epistemic community.

4.1.2. Transnational norm entrepeneurs

In this context, a select group of Chilean students were offered economics courses and degrees
under the supervision of professor Milton Friedman at the University of Chicago during the
1950s and 1960s. Around 26 students were awarded with a PhD from the University of Chicago,
and 74 students received an MA (Brender, 2010, p. 113). Not all economists were trained at the
University of Chicago, but a network of ideologically motivated economists educated at
American universities travelled back to Chile with the opportunity to implement their Chicago-
school theory into practice (Silva, 1991). These economists became known as the “Chicago
Boys.” Meanwhile, the MNCs who used to have a dominant position in the Chilean copper
industry did not plan to return to Chile very soon as the Allende administration expelled four

major copper companies without compensation in 1971 - for reasons of “excess profit” (Fortin,
1975).

4.1.3. Neopatrimonial actors

Like other Latin American nations of the time, Chile had a long military tradition based on
strong Prussian principles. The military was highly professionalized, developed a strong
allegiance to the constitution and the officer corps was notoriously out of touch with civil

society. This strong belief in constitutionalism was especially relevant to the planning of the

3 Some Latin American countries, mostly notably Argentina under the supervision of economist Raul
Prebisch, adopted this economic policy extensively (Prebisch, 1963). To a lesser extent it was also applied
to Chile in the 1950s and 1960s.
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1973 coup d’état. Anti-Marxist sentiments made the large majority of the officer corps especially
opposed to socialist president Allende, who they thought of as a violator of the Constitution -
also when he decided to nationalize the copper industry in 1971 (Remmer, 1989, p. 153). After
the seizure of power, the staffing of the Pinochet administration was inherently linked to the
military: minister positions were distributed among Pinochet loyalists, which were often high-
ranked officers. The military system during this period was “highly personalized, but
nonetheless institutionalized” (Remmer, 1989, p. 156).

At least at the beginning of the Pinochet dictatorship, there was no natural antagonism
between the labor unions and the military actors. Pinochet tried to get union leaders on his side,
and in 1975 even travelled to the copper mines to address the workers. There was a certain
internal division between christian-democratic and rightist union members. One (unofficial)
labor union representative met frequently with Pinochet and his ministers during his reign,
although especially the christian-democratic union faction did not approve of this (Klubock,
2004, p. 216). The eventual appointments in the mining industry were based on patronage and
connections with the military regime. At the same time, the junta respected the mines and their
work for patriotic reasons, as copper was still Chile’s most important source of income (Klubock,
2004).

4.1.4. Localization

The ruling military actors briefly experimented with corporatists and nationalist economic
policies at the start of the dictatorship (Klubock, 2004). After a year of high inflation and
unemployment rates, the government changed course. Admiral Merino, head of the economic
ministry and commander-in-chief, asked the Chicago Boys to collaborate with the junta. In the
early years of the Pinochet administration, some technocratic economists were appointed in the
cabinet using family connections close to Pinochet (Remmer, 1989, p. 154). Over the course of
the 1980s, the military participation in the Chilean cabinet began to decline in favor of civilian
rule. In part, this was a survival mechanism for Pinochet: when both military and civilian actors
kept their power, and a fine balance was sought, he would be uninterrupted in his presidency
(Biglaiser, 2003, p. 600, Remmer, 1989). Both sides were united in a conviction to keep Chile
protected from a looming “marxist dictatorship,” and a shared belief in tradition, conservative
cultural values and nationalism (Allende, 1988, p. 66). The military concentrated their power in
some key administrative positions, but divided the posts with the technocratic economists. This
meant that Pinochet’s personal rule became relatively stable. The personal power of Pinochet
was crucial, and a system of patronage was built around him. Teichman (2001) describes