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' possibility noted by some Chilean com

mentators who oppose any further ex

pansion of output. 28 A price decline 

might be short-lived if it resulted in 

higher-cost producers closing down, 

which raises the issue of CODELCO's 

impact on its competitors. As mention

ed above, the company apparently be

lieves that it can force higher cost mines 

out of business, but this is by no means 

certain. Many high cost mines have con

tinued to produce while incurring 

substantial losses; most closures have 

· occurred in the US, and as mentioned

already some of the major mines involv

ed are now in the process of re-opening.

If CODELCO overestimates growth in

demand and underestimates the staying

power of its competitors, its strategy

could lead to a substantial price decline

which would affect all of its sales and

could reduce its total revenues substan

tially.

As regards the alternative strategy of 

restricting output (or at least growth in 

output), it could be argued that while 

Chile or the CIPEC countries alone are 

unlikely to have a major effect on prices, 

exercise of restraint by the majority of 

producers could have an impact. Some 

evidence for this view is supplied by the 

recent history of zinc prices, where pro

duction restraint by major producers 

has apparently helped to modify the 

downward price trends experienced in 

most mineral markets. 

There is no agreement on the issues 

discussed above even among Chileans 

involved in the copper industry, let 

alone among mineral policy analysts 

generally. This lack of agreement 

reflects fundamental uncertainties 

regarding future trends in copper de

mand and supply, and imperfect under

standing of relationships between cop

per demand, supply and prices. In the 

face of these uncertainties, CO DELCO 

faces risks whatever strategy it adopts. 

The available evidence suggests that its 

choice of strategy reflects fundamental 

economic factors, rather than the fact 

that it is a state-owned corporation. 
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