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Journalists, socia scientists, politicians and investors often refer to Chile’ s decade-plus economic
boom beginning in 1985 as the “ Chilean miracle.” Unusually high growth rates, low inflation and declining
unemployment combined to create an almost perfect macroeconomic picture. Latin American political
leaders have rushed to duplicate the Pinochet dictatorship’s labor law, private pension and health care
systems, and privatization policies in an effort to create open, competitive economies. Even U.S.
legidators have considered privatizing social security along Chilean lines.

However, when discussion shifts from macroeconomic indicators to wages, working conditions,
and income inequalities, the tone becomes much more somber. Supporters of the two civilian
administrations following the seventeen-year Pinochet regime from 1990-present note that the government
has been successful at reducing poverty and has increased state funding for education and health care
(Weyland 1997, Scott 1996). By contrast, recent studies by international agencies suggest that these
efforts have not fundamentally changed workers' position in Chilean society. 1n 1996, the World
Competitiveness Report and the International Labor Organization found that Chileans work the longest
hoursin the world, averaging over 2,400 hours per year." Likewise, aWorld Bank study found that Chile
also has among the world’ s worst income distribution, with the wealthiest 20% of the population receiving
61% of national income.” Additionally, a recent report by a Chilean NGO notes that Chile's six largest
economic groups have increasingly concentrated economic power.*

Why have Pinochet’s former political foes been unable or unwilling to reverse the inequalities his
regime fostered? Many argue that because Pinochet’s 1980 Constitution allowed him to appoint nine
designated senators and called for abinomina electora system that favors the right, the ruling

Concertacion coalition has lacked the congressional mgjority necessary to pass many of its proposed

! “Chile has the |ongest working hours in the world,” CHIP News (July 23,
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reforms. Additionaly, Pinochet virtually eliminated his successors' control over monetary and exchange
rate policies by creating an autonomous Central Bank whose board members he named prior to stepping
down in 1990 (Mainwaring, et.al. 1993, Linz and Stepan 1996, Oppenheim 1993). The government’s
critics argue that Pinochet’ s political opponents softened their criticisms of his free market policies during
the 1980s economic boom, and thus decided to maintain those same policies (Petras, et.al. 1994).

Regardless of whether the civilian administrations have largely adopted Pinochet’ s economic and
socid policies because of ingtitutional obstaclesto their reform or their own preference for these policies,
the reasons for labor’ s precarious position in contemporary Chile still require explanation. Standard
discussions argue that political terror against |eftist militants uprooted labor’ straditiona party allies from
trade unions (Barrera and Valenzuela 1986, Campero and Vaenzuela 1984). Furthermore, radical free
market policies shrunk traditiona union strongholds in manufacturing industries, and dynamized new
export sectors --like agriculture, lumber, and fisheries-- where precarious employment makes unionization
difficult (Martinez and Diaz 1996, Petras, et.al. 1994, Constable and Valenzuela 1991). Finally, the 1978-
81 labor reforms ended the closed shop, job security, and a host of obligatory fringe benefits (Ruiz Tagle
1985, Campero and Vaenzuela 1984).

The dictatorship also sparked the reorganization of ownership and managerial practices. The
ascendance of economic groups through their purchase of privatized state industries provoked the
increasing concentration of wealth, partnerships between Chilean and foreign firms, and increasing
investment in new technology. Particularly in the late 1980s and early 1990s, economic groups began to
invest in new machinery and computer technology, purchase firms abroad, secure foreign investment
through joint ventures with multinational's or stock issues on the New Y ork Stock Exchange, and deploy

Japanese-style manageria techniques like Just-in-Time (JI'T) and Total Quality Management (TQM). The
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labor reforms gave employers incentives to use subcontracted labor and allowed them to eiminate
expensive benefits. With increased automation, managers increased work rhythms, job responsibilities, and
job rotation; and extended the working day for full time employees (Dahse 1979, Paredes and Sanchez
1996, Castillo, et.al. 1996, Martinez and Diaz 1996, Katz and Vera 1995, Diaz 1992, Echeverria and
Herrera 1993, Agacino and Leiva 1994).

The exigting literature offers a plausible explanation for workers' precarious position in Chile
today, but tells us little about how workers experienced and responded to these changes. How have
changes in the labor process and business organization affected working-class solidarities? Has this assault
on wages and working conditions provoked worker resistance? Where workers have responded to these
changes, have these actions been effective? | answer these questions through a case study of MADECO,
Chile's (and the Southern Cone' s) largest producer of copper-based intermediate goods. Based on
dissertation research including over one hundred interviews with retired and active MADECO workers,
managers, and political activigts, aswell as extensvereview of archiva materids, this study explores how some
of Chile smost privileged and best organized workers have fared during the Chilean “miracle” Such astudy
becomes exceedingly interesting because many studiesof how Chil€ s free market miracle affected workers focus
on subcontracted or seasona workers rather than unionized, relatively well-paid laborers (Martinez and Diaz
1996, Petras et.al. 1994, Agacino and Leiva 1994, Falabella 1993).

MADECO isdso aninteresting case because of the blue collar union’ s militant traditions. Before
1973, MADECO waorkers had among the highest indudtrial wagesin Chile, consstently elected leftist union
leaders, worked to build the labor movement, and gave exemplary support to the socidlist Popular Unity
government. The union held one of the most militant strikes during the dictatorship, and worked to rebuild the

union movement from the grassroots.  Moreover, the Luksic Group, one of Chile€' slargest and most

3 “Economi ¢ power increasingly concentrated,” CHIP News (January 14, 1997).



internationalized economic conglomerates, purchased MADECO in 1979, making it an idedl caseto examine
how economic groups have reshaped Chilean enterprises.

MADECO' s recent history highlights the ambiguous effects of industria restructuring on a group
of relatively privileged workers. Beginning in the mid-1970s, MADECO' s managers took piecemeal steps
toward rationalizing production by reducing productivity bonuses, extending the working day, increasing
job responsibilities and job rotation, and inducing worker competition on the shop floor through speedups.
Rationalization also included massive layoffs during the 1981-83 economic crisis, and targeted layoffs of
union activists. These processes reached a new level of intensity with the incorporation of more modern
machinery and computerized monitorsin the 1990s. In February 1993, workers responded to this last wave
of rationaization and benefit givebacks throughout the dictatorship by holding a violent strike to maintain
their right to sue management for underpayment of a share of profits. The union won its principal demand,

but their employers had already changed the rules of the game by luring half of the white collar staff and a
few blue collar workers into non-union negotiating groups. For the first time since the blue collar union’s
inception in 1945, management had broken the union’s monopoly over blue collar workers.

How does this recent experience of rationalization and worker resistance affect our understanding
of workers precarious position in contemporary Chile? First, the MADECO case clearly demonstrates
that subcontracted or seasonal workers were not the only victims of the miracle: some of the best paid
industrial workers suffered large-scale wage and benefit role backs and the continuous intensification of
work effort. Second, the 1993 strike shows that Chilean managers' efforts to intensify work without
offering any economic compensation in exchange have their limits: workers lashed out in the strike to
demand a share of the expanding profits they helped produce. Therefore, this case study acts as an
important corrective to studies of industrial restructuring in Chile that describe workers' worsening

conditions without examining how they respond to those conditions, fostering the inaccurate conclusion that



Chil€e s recent wave of industrial modernization has been conflict-free. Finaly, management’s ability to
create non-union negotiating groups suggests that while MADECO' s rapid modernization provoked a
violent response, its ferocity belies the union’s structural weakness and management’ s partial successin
provoking individual competition between workers.

This case Sudy offers important implications regarding the use of flexible managerid techniques.
MADECO'sevolution into amultinational corporation and adoption of flexible managerid practicesfollowsa
trend among firmsin both the developed and deve oping world. Bennett Harrison (1994) describes this pattern as
concentration without centralization: large corporations expand their holdings while decentraizing production
through subcontracting, outsourcing, and strategic aliances between firms. While Harrison focuses on the
external relations between firms characteridtic of thisgloba trend, others emphasize the changing character of
production within firms (Makoto 1996, Graham 1995, Sabel 1994, Ferraz, et.d. 1992, Tomaney 1994, Shaiken
1994). Theseanayssagreethat in Japan and Europe, managers compensate core workersfor the increased
work intensity associated with job rotation, extensive overtime, and increased job respongibilities --features
characterigtic of flexible production systems-- with job security, participation in quality circles, or grester
independence on the shop floor. MADECQO's owners expanded their holdings and intengfied the work process,
but have not offered workersjob security, qudity circles, or other incentives in exchange for their increased work
effort. Other studiesof the contemporary Chilean workplace aso identify this pattern (Echeverriaand Herrera
1993, Agacino and Leiva 1994, Cadlillo, et.a. 1996, Errazuriz, et.d. 1990). Given that these incentives are not
forthcoming in Chile, we might not expect to find the low level of industrial conflict characteristic of Japan.
While discussions of flexible production in Mexico (Shaiken 1994) and Brazil (Ferraz, et.d. 1992) and the U.S.
(Graham 1995) hint that the authoritarian application of these flexible production techniques may spark industrial
conflict, | am aware of no in-depth discussions of this problem.  This study demonstrates that becauise Chilean

workers have gotten the worst of both worlds (greater work intensity without job security or participation) they



have reacted violently againg the model of flexible production, though this resistance may prove fruitless given
the precarious character of work in Chile.

| begin this paper with abriefly review of economic and ingtitutional transformations under the
dictatorship. | continue by examining three periods of industria change at MADECO, focusing on contracting
policy, wages, the [abor process, and investment patterns. During the first period, from 1973-1978, managers
used acombination of terror againg leftist militants and informal negotiation to reduce the workforce and the
wage bill. From 1979-1986, the Luksic Group took contral of the firm and set its Sights on purging union
activists and increasing worker productivity without offering concomitant wage increases. Findly, from 1986-
1996, MADECO purchased Chilean and Latin American copper manufacturers, renovated its own machinery,
and began amuch more concerted effort to intensfy work rhythms and production levels. | examine how thislast
wave of modernization has chalenged workers' traditiona controls over production volume and attitudes about
shop floor solidarity. After thisdiscussion, | explore the origins of the 1993 dtrike, its principa characterigtics,
and its potentid effects on the union over thelong term. In the conclusion, | offer provisonal explanations for
the appearance of individualigtic orientations anong MADECO workersin contemporary Chile, and Stuate this

phenomenon within the broader discussion of flexible production systems.

Chile’s Authoritarian Transformation

On September 11, 1973, the Chilean military overthrew the elected socidist president Salvador Allende.
Supported by center and right parties, the military initially sought to revive Chil€ s inflation-prone economy and
diminate Marxist parties. At adeeper levd, the junta attempted to destroy the regulatory state and erase Chile's
long-term traditions of party-based conflict and politica clientelisn. The junta's early phase (1973-1978) was
largely reactive in character in that the generals focused on repression and dismantling rather than developing a

new modd of societa organization. While the military introduced radica free market economic palicies, the



generds eft the Congtitutional and legal order intact, governing through ad-hoc executive decrees. From 1978-
1981, the junta developed anew blueprint for society, ingitutionalizing its own long-term politica role viathe
1980 Condtitution, and extending the market modd to labor relations, socia security, health care, Sate
adminigtration, and education (Campero and Vaenzuela 1984, Garreton 1989, Constable and Vaenzuela 1991,
Barreraand Vadenzuela 1986, Martinez and Diaz 1996). While the pace and dynamicsof the economic
transformations were closdly linked to the timing of ingtitutional change, | discuss these two transformations

separately, beginning with the economy.

The Economic Model

The Pinochet regime was strongly influenced by a group of Chilean economists who had studied at
the University of Chicago ("the Chicago Boys"), who saw orthodox monetarist policies as a necessary
response to the wave of nationalizations during the UP. The Chicago Boys dominated economic policy by
late 1974. The economists program included freeing prices and manipulating the exchange rate to favor
exports, monetary devaluations; as well asthe virtual elimination of import tariffs, raw materias
subsidies, and price supports on consumer goods. They implemented several radical currency devaluations
in 1975-76, causing a deep domestic recession. By 1979, economic policy makers reduced tariffsto aflat
10%, and eliminated most subsidies (Foxley 1983: 50-51, Constable and Vaenzuela 1991). Finally,
privatization of nationalized industries was a central feature of the Chicago Boys program: by 1978, the
state had sold more than 80% of public firms.* From 1975-1978, powerful economic groups linked to the
government emerged through their debt-financed purchase of firms (Sanfuentes 1984, p. 142; Dahse 1983,

pp.73-77; Hachette and Luders, pp. 78-80).

* These firms only represented 1/20 of the fixed assets of state holdings. This

smal |l net value was due to continued state holdings in several strategic firms, nost
notably the | arge copper mnes (Hachette and Luders 1992, pp.75-76, Constable and
Val enzuel a 1991).



From 1976-1981, the deregulation of financial markets, import liberalization, and rapid
privatization led to a speculative boom fueled by construction and luxury imports (Foxley 1983, Drake and
Jaksic 1991). However, the brief boom could not reverse the negative effects of the 1975-76 economic
shock therapy. A few figuresillustrate the severe consequences of these policies. In 1976, industrial
production dropped 23%, and 200 firms went bankrupt the following year (Constable and Valenzuela
1991, p. 203). During the 1970s, real wages dropped 40% (Constable and Vaenzuela 1991, p. 229), and
unemployment increased from 4.6% in 1973 to 30 % in 1983 (Hachette and Luders 1992, pp.28-29, Ruiz-
Tagle 1986, Garreton 1989).

By prohibiting collective bargaining and union elections from 1973-1978, the junta “froze” labor
relations. While the military had gutted wages with the devaluations and terrorized workers with attacks
against leftist militants, existing labor law limited the pace of industria restructuring. The labor law
prohibited layoffs (of non-Marxist militants) without due cause, called for obligatory union affiliation in
union shops, and offered union members profit-sharing, among other benefits.

The transformation of Chilean industries took a quantum leap forward with the promulgation of
labor and social reforms during 1978-1981. In October 1978, the government called union electionsin
response to an AFL-CIO boycott threat because of systematic violations of Iabor rightsin Chile.
Simultaneously, the junta appointed José Pifiera labor minister. The Harvard-trained economist penned a
new labor code, the Plan Laboral, decreed in 1979. The law was the first of "Seven Modernizations'
designed to privatize or decentralize government services (healthcare, social security, education, the
judiciary, agriculture, and local government) and foster a consumerist mentality among the popul ation.
These measures followed the 1980 Constitution; and together, they replaced the pre-1973 legal and
administrative framework (Constable and Vaenzuela 1991, p. 190; Foxley 1983, Edwards and Edwards

1987).



The laws eliminated the closed shop, reduced the penalties for firing workers without due cause,
permitted employers to move workers from one job to another, limited strikes to 59 days, and allowed
businesses to hire strikebreakersif a conflict lasted longer than thirty days. 1n 1981, amendments allowed
employersto freeze wages and benefits (sdaries had previoudy been automatically indexed to inflation),
eliminated obligatory profit-sharing, and permitted mass layoffs. The laws aso prohibited employer
contributions to union activities, a chief source of union revenue until that date. In addition, the junta
shifted the costs of social security and health care, formerly shared by workers and managers, to the
former (Ruiz Tagle 1985, Campero and Valenzuela 1984).

From 1981-83, Chile faced itsworst economic crisis since the Great Depresson as the effects of the
international recession were exacerbated by Chilean economic groups overexposure to foreign debt (Hachette
and Luders 1992, Congable and Vadenzuda 1991). In August, 1982, the junta scrambled to respond to the
crigsby appointing ‘ Chicago Boy' Rolf Luders"superminister” of Economy and Finance. Luders placed four
failing banks and many bankrupt industries under recelvership. He aso devauated the peso and implemented an
across-the-board wage cut in March 1982. During the criss, unemployment reached 30%, provoking three years
of street protests which shook the regime (Schneider 1995, Oxhorn 1995).

Thefinancia crisis forced the generas to modify their economic policy. After flirting with
traditional business |leaders, Pinochet appointed Hernan Buchi Finance Minister in 1985. He adopted more
pragmatic policies on public spending, tariffs, and regulation, including counter-cyclical public
infrastructural investments, moderately increased import tariffs, and stiff bank regulations. He also
implemented IMF recommendations for a tight wage policy designed to facilitate debt repayment
(Constable and Vaenzuela 1991, Diaz and Martinez 1996, Hachette and Luders 1992). The second round
of privatizations, beginning in 1985, encompassed the sale of firms the state sold a decade before and

subsequently placed in receivership during the 1981-1983 crisis. During this phase, purchasers had to
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demonstrate their solvency, and the government sold shares in small packages, in an effort to avoid the first
round's pitfalls (Rozas and Marin 1989; Hachette and Luders 1992, Diaz and Martinez 1996).

By 1985, the economy had recovered, and was heading for a decade-long economic boom. This
rebound was evident in declining unemployment, which sank to 9.8% by 1989; and rising growth rates,
which reached a stunning 10% during the same year (Hachette and Luders 1992, pp. 28-29). During this
period, non-traditional exports (fisheries, lumber, fruit) and services (mutual funds, private health
insurance) became the most dynamic economic sectors (Constable and Vaenzuela 1991, Diaz and
Martinez 1996).

These processes have continued unabated since the resumption of civilian rule. Adopting policies
designed to maintain macroeconomic growth, the civilian government only made minor changesin the
labor law, maintaining organized labor’ s weak position: the unionization rate increased to 15.2% from
1989-1992, and began to decline thereafter as did salary increases. The gross inequalities generated during
the dictatorship appear to be here to stay (Drake 1996, Petras, et.al. 1994, Agacino and Leiva 1994,

Martinez and Diaz 1996).

REMAKING THE FIRM AT MADECO

MADECOQO's transformation under the dictatorship moved through three distinct phases. Thefirst
phase, from 1973-1978, was largely shaped by the regime’ srepressve cad, the limits on industrid change
crested by exigting legidation, and traditional managerid patterns. Thefirm’s privatization and the radical
effects of the labor reforms marked the second phase, from 1979-1986, as the new owners brought with them a
different manageria vison, and exploited the advantages the new labor laws offered.  The third period, extending
to today, marked the firm'’ s transformation into an economic group, and the partia implementation of

internationaly renowned flexible management techniques. Each of these phases has eroded working class
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solidarity in different ways, and evoked different worker responses. The current period has left adecisvely
ambiguous cast to working-class culture at MADECOQO, raisng questions about the sustainability of trade

unionism as it was traditiondly practiced.

Historical Precedents

MADECO is the Southern Cone's largest producer of semi-finished copper goods. At its Santiago
location,” the firm consists of two adjacent plants: awire mill, where workers fashion copper wire and
cables; and abrass mill, where they make sheets, tubes, pipes and profiles from copper and copper aloys.
Each mill supplies different markets, is subject to distinct market cycles, and has different labor processes. ®
MADECO was founded in 1944 as afamily-managed firm with state support through investment and loans. The
sate sold its share in the industry in 1958, and Generdl Cable (USA) and CEAT Int! (Italy) came to dominate
the firm through a 1967 joint venture to build a telephone cables plant in Antofagasta near the Chuquicamata
copper mine. In 1971, the State Development Corporation (CORFO) intervened the firm, and bought 20% of its
shares. Lessthan ayear later, CORFO negotiated an option to buy 42% of the shares owned by the two foreign
enterprises, and took physical possession of those shares.”

MADECO' s founders, the Simonetti brothers, were paternalistic managers who benefited from
significant state subsidies. For example wire rod, a product with little value added, received substantial

subsidies. The Smonettis hired workers with little or no training or education. This strategy resulted from three

> MADECO di versified into al uminum processing in the |ate 1950s, and purchased a

nunber of related copper processing industries in the |late 1980s: Manufacturas de Cobre
MADECO), Memoria Anual (Santiago, Chile: 1945-1993).

6.

The wire mll is nore dependent on infrastructural developnent tied to state
i nvestnments (tel ecommunications, electrification, and high-tension wires for mning),
while the brass m |l supplies the construction industry: (Raskill Information Services
1984).

" Manufacturas de Cobre, S.A (MADECO), Memoria Anual (1944-1978).
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factors. Firgt, during the 1940s and 1950s, therewas a shortage of skilled [abor in Chile. Second, MADECO's
virtua monopoly on copper wire, sheet, and tube production in Chile made it dmogt the only firm where workers
could gain the skills necessary to work there.  Third, the Simonettis had begun as semi-literate artisans, so their
model of training was“learning by doing.” Workers adso had congderable influence on who joined the saff as
management often hired based on persond referrds: entire families worked together in the firm, often including
more than one generation. The managers maintained an internd labor market that alowed loya workers to move
up inthefirm rather than hiring outside professonds (Stillerman 1994).

This practice of profligate growth worked until the government lifted subsidies on wire rod exports
in 1966, and the Chilean economy began to tumble. That year, two professional managers took over the
firm and began MADECO' sfirst effort at rationalization. From 1966-1971, the firm' s executives sought to
shift some productive functionsin cables to the new plant in Antofagasta, reduce personnd in Santiago, and
increase kill levels among blue collar workers and middie management. The firm'sintervention from 1971-73
reversed these cost savings as personnd  increased and work discipline declined under worker-date

comanagement.?

Repression with a Human Face, 1973-1978

MADECO faced seriousfinancid problems after the UP period, which, combined with monetary
devauations and the dimination of price subsdies, forced the new generd manager (who had been production
manager from 1966-1971) to think on hisfeet. MADECO' s ambiguous ownership status and its subgtantial debt

meant the executive had neither the decision-making authority nor the cash to invest in labor-saving machinery.’

8 Interviews with José Zabal a, General Manager from 1966-1971, Septenber 12,
1994; Fernando Pérez, Producti on Manager during the same period, Novenber 29
and Decenber 6, 1994; group interview wi th MADECO workers active during the
UP, March 25, 1995.

° Interviews with Pérez, ibid., and Enrique Tassara, MADECO board nenber,
1973-1978, January 17, 1995.
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While these economic imperatives and congraints acted asimportant guides to manageria policy,
political terror againgt the left also played acrucid role. A retired army officid, Jaime Deischler, served as
personne manager from 1967 until 1992, when it was discovered that one of the intelligence service's mogt brutal
interrogators, Osvaldo Romo, had worked with acompany sdary in 1974 a¢ MADECO to identify and detain
subversves. Deischler did everything in his power to terrorize and humiliate workers, and to neutralize the power
of the blue collar union, the oldest and most militant in the firm. Thus, management implemented each reforms
with avelled or explicit threat of dismissa or imprisonment to back it up.

Beginning in 1973, management reduced the workforce through two mechanisms. First, Deschler fired
many political militants and others he smply didiked for subverson. Second, the personne manager weeded
out many more through "voluntary retirement” from 1973-1978, whereby management offered workers increased
severance payments in exchange for their agreement to leave.™® Though the workforce dedlined from 2050 in
197310 1085 in 1978, the firm did hire new workers during the specul ative boom beginning in 1976.
Management sought workers with recommendations from military officias, incorrectly assuming that thiswasa
guarantee againg trouble makers. By requiring a high school education for new staff, preferably in trade schooal,
management boosted workers' educationa levels, and homogenized their skills. One brass mill worker hired in
1976 describesthis scene: “When | was hired, most of the guyswere red country boys (bien huasitos). They
were sort of illiterate, and they redlly liked to use their strength. They would pick up one twenty-five kilo copper
bar in each hand and pass them to each other. | wasalittle skinny guy, and could barely pick up one of them.”**

Though they increased educational demands for new recruits, management maintained the internal |abor market

| discuss this phenonenon in great detail in Stillerman (forthcoming). It

was | ess expensive for MADECO to offer enployees a “buyout” than to fire them
because the law stipulated that the firmnust pay double severance pay if it
fired workers wi thout due cause (unless managenment could denonstrate that the
wor ker was a Marxist mlitant). Enployers also could not fire nore than ten
wor kers per nonth wi thout bimnisterial approval prior to the Plan Laboral.

Y Interview with Angel, Novenber 17, 1996.
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during this period, thus lending a certain continuity to the workforce.® Finally, management began to
subcontract ancillary functions (carpentry, plumbing, painting, etc.) to dismissed employees from these sections
during the 1970s.

Management’ s adoption of new payment schemes meant tremendous lossesin workers earning power.
Because collective bargaining wasiillegd,, the firm was unable to renegotiate contracts with workers. The only
way to change payment schemes was to make informa agreements with management-gppointed union leaders.
Tomakeit alittle eser to swdlow the bitter pill of wage rollbacks, management offered workersa lump sumin
exchange for accepting the new payment formulae. MADECO workers had negotiated among the best union
contracts in the country prior to the coup, and thus the stakes of such changes were high for both managers and
workers. In September 1974, MADECO workers earned an average of 135,522 escudos per month, with base
salary at 69,000; while the average industrid workers wage was 64,112 their negotiated benefits set them well
above the nationd average.™® Thus, management made two efforts to attack blue collar workers principd
sources of income: production incentives and profit sharing.

In 1976, management replaced production incentives specific to individua machines or work sections
aong with al other miscdlaneous productivity-based payments with asingle monthly bonus based on tonnage
produced in each plant. This meant that blue collar workers who often earned more than administrative and
maintenance personnel  because of their productivity bonuses saw their sdlaries reduced, while the latter now
earned a production bonus based on their higher sdlary scales: the relative earning power of the two groups was

reversed. ™

2 Ibid.; group discussion with wire mll workers, Novenber 8, 1996.

3 Alicia Tortora G and Susana Villacura R, “Sistematizaci6n de préactica
ef ectuada en Manufacturas de Cobre S. A, MADECO " report on BA practicum
Departnment of Social Work, Universidad Catdlica de Chile (June-Cctober,
1974), 24; Direcci6n de Estudios, Banco Central de Chile, Indicadores
Econdmicos y Sociales, 1960-1988 (Santi ago: Banco Central, 1989), 212.

4 santiago, Chile, Segundo Juzgado de Letras del Trabajo, “Denanada |aboral
por reliquidaci 6n de pagos de horas extraordinarias,” (My 16, 1994);
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The second bonanza for management concerned profit sharing. In contracts negotiated prior to the
coup, blue callar union members had won 15% of annud profits for the members (the law required firmsto pay
6%), aswdl as vacation, Christmas, and Independence Day bonuses. 1n 1977, management convinced the
union leaders to fuse these three separate benefitsinto alump sum equaling three monthly base sdaries paid
quarterly.™

Beyond the layoffs and payment cuts, management also began to demand worker speedups. In the
wire mill, this process began in 1976:

Ricardo Ruff, who began as supervisor of the hot rolling mill department, began moving up

the ladder, until he became plant superintendent. He gained management’ s favor by taking two

or three loya workers and placing them in different sections: they were like his *top ten.” They

would go in and work incredibly fast, and report on anyone who couldn’'t keep up the pace, who

were promptly secked. He particularly enjoyed doing this on vacation, when everyone was

away. He would take afew guys and run the machines in the whole plant, showing that it could

be done.  When people saw what was going on they sarted working faster. That's when the

race began, when Ruff destroyed workers naturd movement of resstance, their attempt to

control work rhythms. That’show he turned one worker against another.™®

Paradoxically, while these brutd wage cuts, atacks againg the left, and work speedups were occurring
management solicited workers suggestions on how to make machines more cost efficient, offering them prizes for
new suggestions and high productivity: “Management had contests back then to see who could come up with
new idess. | gill have the diplomas they gave me for my inventions somewhere. Y ou see, I'm about the most

comfortable guy you'll meet. If | canfigure out away to pick up that rock without exerting any effort, you can

interview with Angel, op.cit.; Stillerman (forthcom ng); “Los peligros,”
op-cit.

5 Stillerman, ibid.; “Gatificaciones: Esta vez hubo justicia,” Crisol 13,5
gl\/hy 1995), 3-6.

® Interview wi th Héctor Vel &squez and Chico Castro, November 7, 1996.

Vel asquez i s has been a union | eader since 1981, and served as president from
1983- 1991, and 1995-present. The firm seens not to have pursued this strategy
until much nore recently in the brass mll: interviews with Toni o, Novemnber
13, 1996, and Arturo, Novenber 21, 1996. | discuss the reasons for this

di fference bel ow
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besurel’ll doit. So, | came up withalot of ideas”*" Inapeculiar nod to Japanese managers use of workers
suggestions to improve products and processes, MADECO managers made avirtue of necessty astherewasno
money for large-scale machinery innovations.® MADECO's work force reductions, use of subcontracted labor,
demand for a better educated personnel, changesin payment methods, and speedups are in line with changes
during the same period in other Chilean indudries. Aswastruein MADECO, the dearth of investment capital
limited indugtrid rationaization to organizationa changesin most Chilean firms during this period (Martinez and
Diaz 1996, Diaz 1992, Echeverriaand Herrera 1993, Katz and Vera 1995, Agacino and Leiva 1994, Errazuriz,

et.al. 1990).

“Professionalism” and ““Lite”” Production

After consderable difficulty auctioning the state' s de facto mgority interest in MADECO, the Luksic
family bought a controlling stake in the company in 1ate1979." The Luksics had begun in car sdles and mining in
the late 1950s, expanded to fisheries and cod mining in the 1960s, and sold dmost dl of their enterprises during
the UP. The group gained a reputation for buying apparently unprofitable enterprises, cutting administrative and
payroll cogts, and rapidly turning the companies around. Their shrewd invesment style hel ped them wegther the
1981-83 economic criss. By 1978, the Luksic Group was the fourth largest conglomerate in Chile, and by
1993, the family hdld the third largest fortune in Latin America and ninety-seventh largest in the world, with over

US $4 hillion in assats®

Y Interviewwith Angel, op.cit.; interviews with Fernando Pérez, op.cit., and
Toni o, ibid.; “MADECO continua prem ando a sus obreros,” MADECO Informa
gDecerrber 1979), 10.

8 On this aspect of Japanese namnagenent, see, for exanple, Tomaney(1994).

19 MADECO, Memoria Anual (1980).

20«1 a Saga de | os Luksic,” (four part series) Qué Pasa (Cctober 9, 16, 23,
and 30, 1993); Baring Securities, “Chile Conpany Report: MADECO S. A~
(Santiago: April 20, 1995), 6.
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With the firm's privatization, the Luksic Group made much more serious efforts to raise productivity and
harness control over hiring and firing. Replacing Fernando Pérez with Tiberio D’ All Olio, an Italian manager
from CEAT (dill part owner of MADECO), the group steered labor relations on anew course. The ability tofire
workersfor “busness reasons,” permitted in the 1981 |abor decrees, dso gave management carte blancheto
systematicaly attack the union. Management’s strategy from the late 1970s, and more strongly after the 1983
drike (discussed below), was threefold: fire union activigts, offer blue collar membersincentivesto switch to the
white collar union (which included skilled workers and office employees), manipulate the white collar union
leaders, and attempt to fire or bribe blue collar union leadersto quit (the law stipulates that union leaders can only
be fired through a court proceeding unless they relinquish their job security [fuero sindical] out of court.”#
Efficiency and union-busting went hand-in-hand.

The possibility to lay off workers en masse as of 1981 interacted synergisticaly with another legal
innovation, employers ahility to move workers from one machine to another, and to dter their job tasks: “I
sarted working in 1981, and by thetime | arrived, the helpers and quaity control ingpectors on each machine had
been diminated. Each machine operator had to load his raw materia and tools, aswell as focus on quality.”*

The Luksicsterminated the internd labor market in 1979, aswedl asinternal subcontracting of family
members. 2 The owners hired food service, security, construction and cleaning staff through personnd agencies.
This process coincided with gregter professiondization of middle and upper management. The employers began
to require high school course work with diplomain hand for middle managers, and a university educeation for

technical personnd. In the case of the former, it wasn't until the early 1990s that the firm began to bring on

university-trained middle-managers® Apparently, the former blue-collar employees who worked their way up

2L | nterview with Héctor Vel &squez, March 16, 1995.
2 Interview with Luis Mifioz, Novermber Novermber 6, 1996. Vel dsquez, Tonio, and
the wire mll workers (cited above), nade the sane point.
23 =
Ibid.
% stillerman (forthconming), interview with Tomas Ji menez, Personnel manager
at MADECO, April 1994.
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had cemented bonds of loyaty which dlowed them to keep their jobs throughout the dictatorship.

By requiring an overeducated workforce and eiminating the interna labor market, the Luksic Group
virtually eliminated blue collar workers opportunities for upward mobility within the firm or outside,
cementing their position at the bottom of the job ladder at MADECO. Though management requires that
blue collar recruits have a high school education with a specidization in machine maintenance, very few of these
newer workers ever makeit off the shop floor into the machine shop. Many of those who joined the firm in the
1980s had to begin work before they completed their high school education because of economic hardship during
the 1981-83 criss. Thus, workers hired in the 1980s have no opportunities for upward mobility within the
firm. As MADECO'sonly mgor competitor inwire production, COCESA, made a ded with the firm not to
accept former MADECO employees, the latter have few exit options from the company. As oneworker
comments,

If you leave MADECO, you have to get into ancther line of work, like being a house husband,

for example [laughs]. If | work ten years as a machine tender & MADECO, | can't get ajob

outside as a mechanic because my school training is obsolete. | can't go back to school to get

my diploma because | can't afford it and can’t schedule it because | work rotating shifts. I'm

certainly not going to go work somewhere else for 100,000 pesos a month [about US $250]

when | make 300,000 here. I’m stuck.®

Further fine-tuning of payment forms trandated into decreasing worker compensation for risng
productivity. First, in 1980, management set a cap on the productivity incentive a 50% of base sdary (there had
formerly been no limit on the payment), with the commitment to increase the incentive immediately should
productivity exceed thislevel. However, management did not raisethe cap to 60% of base sdary until 1994.
Furthermore, while production cons stently went beyond the cap, the incentive itself was never recalculated:

workers were hardly compensated for hefty productivity increases which have continued to today. Second,

during the economic crisis of 1982, the company forced workers, under protest, to give back ther quarterly profit

% Interview with Manuel, Novermber 14, 1996. This view was expressed
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sharing payments because the firm registered losses that year. Third, after a59-day strikein 1983, discussed
below, management lowered base sdary scalesfor blue collar union members, amove which was only reversed
in 1089.%°

Much of MADECO's profit increases during this period resulted from wage cuts and the intengification
of the work process, rather than ingtdlation of |abor-saving machinery. The firm’s only important innovations
during this period were the consolidation of its operations in Santiago by the transfer of telephone cable
operations there from Antofagasta, and the development of customer services like telephone cable ingdlation to
respond to heightened foreign competition. The Luksics dropped any pretenses to seeking workers' opinionsin
the mid-1980s, preferring to crack thewhip.?” Again, the new wave of organizational changes a MADECO --
massive layoffs, increased workloads, hardened lines of occupationa dratification, and wage cutbacks-- were
characterigtic of Chilean firms during the period. Privatization, the Plan Laboral, and the economic criss allowed
the economic groups to make more aggressive personnd cutbacks and intengfy taylorist control of the work
process, but these actions were merdly surviva drategiesin response to the crisis rather than forward-looking
innovations (Martinez and Diaz 1996, Diaz 1992, Echeverria and Herrera 1993, Katz and Vera 1995,
Agacino and Leiva 1994, Errazuriz, et.al. 1990, Sanchez and Paredes 1996).
Becoming a Chilean Tiger: International Expansion and Flexible Production, 1986-1996

In 1986, the Luksic Group appointed Carlos Vicuria, ahigh-level executive a8 MADECO, genera
manager. During histenure, he has carried out the group’ s strategy of technological modernization within the
firm, expanson in Chile, and acquisitionsin neighboring Latin American countries. The group has taken smilar
actionsin its beer, pasta, and duminum operations during the same period. MADECO began to buy other

enterprises and cregted its own new firmsin the mid-1980s. After an unsuccessful joint venture in Beijing,

universally by informants hired after 1984.
% «Gratificaciones;” “Los peligros,” op.cit.
 Interviewwith Guillerno Catal an, Novermber 17, 1996; MADECO Memoria Anual
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MADECO bought smaler competitorsin Chile, like the tube and coin-blank manufacturer, ARMAT. Then,
beginning in the early 1990s, the company bought analogous firmsin Argentina, Peru, and Brazil. The group
began to buy companies aroad because they thought that by expanding market share in neighboring countries
and diversfying its product base, MADECO would be less dependent on a given product’ s market cyclesor a
Chile ssmall domestic market. This strategy aso sought to take quick advantage of recent privatization wavesin
these countries, much as the family had done two decades earlier in Chile. Currently, MADECO ownsfifty
enterprises, many of which are holding companies, digtributors, or consulting firms. 1t forms one of the key chess
piecesin the Luksic empire, and towers over its former stature as adomestic monopoly industry.”?  MADECO
financed these corporate acquisitions and new machinery purchases through debt and stock issues (American
Depository Receipts) on the New Y ork Stock Exchange and in Chile, raising over US $ 90 millionin 19932

This period witnessed minor shiftsin emphasis regarding layoffs and payment forms. Periodic
dismissds of union activigts continued; and in addition, management began to fire workers who were sck or
injured: “Before they changed this machine you had to lift alot of heavy weights, so many people suffered lower
back injuries. So, first comes the back problem, then the operation, then the doctor’ s permissonsfor rest at
home, and then you' re not needed anymore, S0 it’s ‘byebye...””* The only change in payment form was that
contracts negotiated from 1985-88 offered increases below the rate of inflation, in line with the IMF- inspired
tight wage policy nationally.*

Changesin the labor process have been much more significant than shiftsin hiring/firing or payment.

From 1990 to present, with thefirst large-scale introduction of new machines since the mid-1970s, the firm began

(1980- 1986) .

8 MADECO, Ibid. (1986-1996); “MADECO expects to increase incone by 42%” CHIP
News (January 14, 1997); “La Saga,” op-.cit.

2 «“US $ 90 mllones sumd el aunento de capital conpletado por MADECO,”
Mercurio (August 25, 1993), D5.

% Interview with Manuel, op.cit.; “Licencias nédicas: el derecho de
enfermarse,” Crisol 12,4 (January 1994), 16-17.

31 “MADECO. Farol de la calle, oscuridad en la casa,” Crisol 12,4 (January
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to deploy Japanese-style production technicues like just-in-time (JT) and total quality management (TQM).
The former seeks to reduce finished goods inventoriesin order to cut in-process costs and deed time, forcing
workersto identify and correct bottlenecks on the shop floor; while the latter triesto incorporate workers
suggestionsto increase quaity. Requiring workersto play agrester role in programming and quality control in
itsdlf implies an increase in work intengity, as job responsihilities expand beyond gtrictly productive activities. In
addition, the dimination of buffer socks places greater pressure on workers because they must fill product
orders on time regardless of accidents, machine breskdowns, errors, efc. Theincreasing pressure on workers
resulting from J T has led managers and sociologists to describe the technique as * management through stress”
(Brenner and Glick 1991, Makoto 1996, Shaiken 1994). Moreover, JT and TQM introduce gregter job rotation
--often termed multi-skilling-- as production is reoriented around teams defined by product line rather than
process. Management’ s solicitation of workers ideas and criticismsto increase efficiency and quality isthe
cornerstone of these two technicues. *

MADECO has implemented these techniques in authoritarian fashion, increesing work intengty while
discouraging, ignoring, or punishing workers who offer suggestions about how to increase efficiency or qudity.
Managers unwillingnessto include workersin efforts to improve product and process has limited these
techniques success. One worker in shipping and recaiving describes how these policies actudly function: “The
programming islousy here. Wefill about 35% of ordersontime. A lot of timeswe have orders which are two

months early, while others are late. The generd manager meets with us every year and says, ‘we need to improve

1994), 8.

%2 Baring Securities, op.cit., notes the reduction of inventories in several
product lines. Vicufia told union |eaders the firmsought to adopt TQMin
early 1994 in order to satisfy the demands of European custoners for defect-
free products: Sindicato #1 MADECO, “Asanbl ea General de Soci os” (March 13,
1994). In many conversations, union nenbers noted the inplenentation of these
two nodel s.

3 On the definitions and uses of JIT and TQM see Ferraz, et.al. (1992),
Harrison (1994), Makoto (1996), Tomaney (1994), G aham (1995), Shaiken (1994),
and Brenner and dick (1991).
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qudlity, cleanliness, and the timely completion of product orders,” but that'sasfar asit goes. They sent afew
workersto aquality control course, but then when those workers rejected a defective order, the qudity control
daff who makethe find decision let it go anyway. Why bother?’®

The limited success of these “ cutting edge’ innovations underscores the foundation of MADECO's
modernization in the last decade: heightened work rhythmsand increased production volumes. Theintroduction
of computerized monitorsin the early 1990sis a casein point. The monitors record when amachineis down,
forcing workers to account for any time when amachine was not running: “Before you could fudge the data if
you took a bresk because you wrote down atime log; now you can’t, because you punch your datain the
computer when the shift begins, so it’s &l recorded.”* The use of computer monitors has alowed management
to eliminate down time in some sections: “Y ou have to struggle to get permission to go to the bathroom.”* Ina
sardonic cartoon in the union’ s magazine, a shipping and receiving worker hopes that the union will win
disposable digpersin the next contract.*”

Increased work rhythms and productivity demands have fostered grester competition between workers:

When a worker arrives, he is given three months probation. In order to get a contract as a

regular gaff member, he works like crazy. Once he gets the contract, they move him up two

pay scaes. However, in order to get to the highest scale on his machine, it may take two or

three years. So he produces more to try to convince management to move him up. The older

worker sees him, and says to himsdlf, ‘if | don't speed up, this guy might stedl my job.” And

there you haveit, the olympics of production.®

New machinery hasaso increased job rotation: * Each of the guysin my section can operate four or five

meachines, so when there s no work on one, they have to move to another.” Another worker identified the deeper

3 Interviewwith Chico Castro, op.cit. Echeverria and Herrera (1993) and
Castillo, et.al. (1996) note that in Chilean firns, the use of work teans or
uality circles sel dom extends bel ow ni ddl e managers.

% G oup discussion with brass nill workers, Novenber 25, 1996. Wre nill
wor kers nade simlar observations.

% Discussion with brass m |l workers, op.cit.

3 Crisol 14,10 (Septenber 1996), 5.

% Interview with Vel &squez and Castro, op.cit.
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meaning of job rotation in the last period: “ They want usto be polyvaent workers, so that we know how to do
everything. For them, it would be best if we were robots that you could just plug in and it starts working.”*

In addition to these pressures for time economies, middle managersindst that workers put in extensve
overtime hours. While overtime certainly results from the firm’ s increasing orders during the boom and its
attempt to work with alean “head count,” middle managers sometimes “fabricate” overtime to pad their own
salaries™ Several workers also note that most middle managers have twenty years tenure, and are thus
accusomed to the abuse of their authority which was the norm under the dictatorship -- some even had direct
linkswith military intelligence™ Until 1994, overtime was essentially obligatory, though the law prohibits
employers from requiring workers to continue for more than two hours beyond their regular shift.** Management
sets two rather than three shiftsin some sections, creeting the possibility that during pesk periods, thosein the
former may increase the work day from eight to twelve hours, sometimes working seven days aweek for months
on end:

| remember afew years ago | was working overtime constantly. | broke records. | used to work

and dl 1 would think about was the next order | needed to fill, not what | was doing. One day, |

was taking the bus to work, and | redlized | was squeezing my bus receipt between my fingers—

| was suffering from what | would call ‘acute work sress” I'm lucky | redlized, because | could

have gone off the degp end. | cut back my hours, relaxed, spent more time with my family, and

recovered. But some people don't redlize, and get into trouble. One time, we finished the night

shift and went out for adrink. One guy was adegp, and dl of a sudden, he started acting like he

was soldering. My buddies looked & him, puzzled; and | said, ‘I know what’s wrong with him,
he's overworked.” | woke him up, and he had no ideawhat had happened.”®

Both quotes froma discussion with wire mll workers, op.cit.

“Los peligros,” op-.cit.

Di scussions with brass mlIl and wire m ||l workers, op.cit.

Republica de Chile, Cédigo del Trabajo (Santiago: Editora Juridica
Publigréafica, 1992), 17-18; interview with José Pérez Concha, white collar

uni on | eader, June 3, 1994. Many informants echoed this observation.

® Interview with Carlos and Samuel, Cctober 29, 1996. “Los peligros,”
op.-cit., 3, cites the case of a worker who took sick |eave for depression and
had hal | uci nati ons of his boss while sitting in his living room
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In addition to stress, union members argue that overwork increasesthe likelihood of accidents on the job,
provokes marital and family conflicts, and diminates recreation time.*

Theincrease of overtime work in the late 1980s and 1990s which coincided with Chile' s sustained
economic boom further eroded workers' traditiona effortsto control work intengty, output, and the length of the
working day. Aswith theissue of work rhythms noted above, workers traditionaly had implicit assumptions
about setting production and overtime limits which management gradualy eroded during the dictatorship. These
assumptions were linked to disdain for individuals who worked faster or longer than the group accepted.” Some
workers willingnessto work overtime on aregular bassin recent years has provoked an intense debate among
union militants regarding how much work is too much; and what are acceptable levels of consumption.

Understanding overtime work asadrategy to satisfy consumer wants becomes complicated by the
issue of debt. While the poor have traditiondly suffered debtsin Chile, this phenomenon changed in the late
1980s, when department stores began to offer credit cards to lower income groups. Unions have been reding in
response to the consequences of this phenomenon, because workers have become credit junkiesin effortsto
recuperate consumption levels which radicaly declined during the dictatorship,. By 1995, the lowest three
quintiles of income earnersin Chile averaged debt dlose to three times their monthly income.*® Union leaders have
found that indebted workers are forced to work extensive overtime on aregular basisin order to satisfy credit
payments. This makes them both more beholden to employers, gives them lesstime to participate in union
activities, and less willing to threaten their good relations with the boss®  Credit card salespeople sometimes

offer free cardsto MADECO workersat the plant’s entrance.”® One MADECO worker commented, “I think

* Discussion with wire nmill workers; “Los peligros.”

“ Interview with Daniel, February 5 1994; group conversations with ol der,
ounger, and retired workers, July 24, 1994 and August 5, 1994.

® Canara de Conercio de Santiago, “Deudas de consunp consol i dadas por estrato
soci oeconom co en Chile (Antecedentes a dicienbre de 1995),” (Decenber 1996), 9.
" Union | eaders at the Huachi pato steelworks nmake a similar observation in
Errazuriz, et.al. (1990).

“8 |nterviews with Manuel and Tonio, op.cit.
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95% of the workersin my section have debt problems”*

This issue becomes more complex because many active union participants have aso falen under the
spell of credit. Some employ adiscourse of vice to describe their credit problems: “It's a vice that we Chileans
have. We like to spend more than we have.”* They seeit as an addiction that could be overcome through self-
control. Workers aso have ambiguous attitudes regarding overtime. Many want to have theright to say noto
overtimework without risk of reprisal, and note how the firm can manipulate overtime to its advantage: “If
there salot of overtime, and then suddenly it ends, we have to go begging to the firm for more to pay our bills. If
wefal into that, the firm will have us wrapped around its finger.”> However, others criticize the injustice of
supervisors who favor certain employees with steady overtime while not giving it to others: 1 have to work on
Saturdays because my boss decided there s no overtimein my section, and | need the extra money to pay my
bills”>* Those who use the discourse of vice also criticize union members who consistently work overtime:
“Guido says he needsto work overtime, but that just helpsthe firm. Juan moonlights as ahome repairman if he
needs extramoney. That way he does't depend so much on the firm.”*

Theissues of credit, overtime, and dependence on management is also bound up with male workers
conceptions of gender roles. MADECO workers dmost exclusively maintain their households with one income.

This has higoricaly been possible because MADECO 4iill offers higher than average wagesin industry. For
example, in 1995, the average blue collar wage in 1995 was 141,591 pesos per month, whereas most MADECO
workers earn between 200,000 and 250,000 pesos/month.> This phenomenon is contrary to the national trends

of increasing female workforce participation during the 1980s and 1990s (Martinez and Diaz 1996). Even

Interview with Castro, op.cit.

Di scussion with wire ml|l workers, op.cit.

Di scussion with brass mll workers, op.cit.

Op-.cit.

Interviewwith G cero, op.cit.

Instituto Nacional de Estadisticas, Compendio Estadistico 1995 (Santi ago,
1995);interviews with Vel asquez and Castro, brass m Il workers, and Manuel
op-cit.
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though they could supplement their wages with their spouses income, and many wives havetraining as
schoolteachers or in other professions, husbands work extra hours to make sure that their wives don't work.
Why?*“1 want my wife to stay home and take care of the kids because otherwise her relationship might be too
distant with them. Besides, the kids might be molested at a daycare center;”*® “Being poor, we kind of look
down on oursdlves. We assume that the women we marry who are poor like us, don't have a great educationa
background. What options does that give them? Working as awaitress, in atopless bar, a a massage parlor, or

as ahouse cleaner.”®

Workers want their wivesto play the traditiond maternd role, distrust paid daycare, and
see their work options as either menia or sexudly degrading.

Ironically, while MADECO workers do not want their wives to work, and may work extensve overtime
hours to keep them a home, they often cite their wives as a source of pressure to earn grester income to buy
consumer goods or non-essentids: “Workers' wives and kidswatch TV, they talk to their neighbors, and become
jedousif they don't have the samethings. Then the kid says, ‘ Daddy, | want some Reebok or Nike shoes. ">’
Another worker commented, “ These guys produce way too much because their wives pressure them to earn more.

They want to have a standard of living inappropriate for aworker.”*®

Other workers echoed this theme of upward mobility. Many expressed concern that a segment of
workerslive to accumulate consumer goods, in a Satus competition with neighbors: “They need to make sure
their house looks beauttiful outside, but they don’t even have aplaceto die. They need to have the latest model
car, so dl they think about is getting to work early to find a parking space.”; “ This guy bought this expensve
dog. It'slikearich person’'sdog. He's become bourgeois (emburgesado). He wantsto live like arich man, but

he'saworker.”*

Cicero, op-cit.

Di scussion with brass mll workers, op.cit.
Interview with Manuel, op.cit.

Cicero, op-.cit.

Interview with Carlos and Samuel, op.cit.
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Union members identify the waysin which overtime and debt erode worker autonomy on the shop floor,
and are smultaneoudy wary of the seduction of upward mobility. How do overtime, debt, and the desirefor
upward mobility affect union participation and worker solidarity? We could only speculate regarding the answer,
though it is clear that MADECO workers, union militants or not, have been absorbed into a new mode of
individualized consumption. They struggle between the desire to improve their sandard of living and their fear
that by living better, they may betray their fellow workers, on the other. Theimplications of this moment are yet
to beidentified.

MADECO ' stechnologica modernization, investments abroad, and greater integration into internationa
capitd markets follows the trend of leading Chilean firms and economic groupsin the 1990s. (Castillo, et.al.
1996, Agacino and Leiva 1994, Katz and Vera 1995, Martinez and Diaz 1996, Echeverriaand Herrera
1993, Paredes and Sanchez 1996). The company’s entry into world-class status in the last decade, however,
has increased the precariousness and intensity of work in unprecedented ways. New machinery permitted
managers to further bresk down old job demarcations, ushering in the “polyvaent” worker; and the authoritarian
application of Japanese production concepts like I T and TQM has trandated into greater work effort rather than
higher quaity production based on worker initiatives and suggestions. Marked by Chile' s authoritarian
modernization, MADECO' s recent development has offered workers little cause for ceebration.

Thefirm’s evolution over the last two decades has followed the ebb and flow of Chile svolétile
economic and inditutional changes. During the 1970s and early 1980s, organizationd change wasthe only
option for cash-darved firmsinthe gripsof privatization. After 1978, the labor reforms allowed employersto
unilateraly diminate benefits rather than negotiate changesinformally. Further, the laws provisonsfor mass
layoffs and job rotation dlowed MADECO's managersto eliminate periphera staff and beginto erodethe one
worker-one machine equation. In the last decade, the economy’ srapid growth and increasing links between

Chilean economic groups and international capital have permitted firms to renovate machinery, acquire other



28

industries, and introduce more contemporary managerial concepts. This phase of modernization, however, has
maintained the authoritarian cast of the earlier period, and in no way represents an improvement in working
conditions. To the contrary, workers face increasing demands with no compensation to show for it. The
continuity of increasing employer control and decreasing economic compensation for workers throughout these
three periodsis notable, given that MADECO workers are among the most privileged in Chile. While many
sudieslink the socid costsof Chil€ s economic model most closdly to subcontracting and other forms of
precarious work (Agacino and Leiva 1994, Martinez and Diaz 1996, Petras, et.d. 1994), the MADECO case

demondtrates that stable work itself became precarious during the * Chilean miracle.”

UNION ACTIVISM AND EMPLOYER RESPONSES: THE END OF AN ERA?

The detailed discussion of indudtrid rationdization at MADECO above is deceptive in that it does not
incorporate workers consderable shopfloor and union resistance to these two decades of |abor intensification
and salary declines. In another article, | discuss the path from clandestine resistance in the 1970s to open
confrontation in abitter 59-day strikein 1983, and the blue collar union’ s work to develop a grassroots labor
movement as an aternative to national [abor organizations (Stillerman, forthcoming). Inthisfina section, |
focus on how the payment modifications negotiated in the mid-1970s and work intensfication in the |ate 1980s
and 1990s fueled aviolent strikein 1993. The reader will note that MADECO workers had a grest dedl to
complain about in the 1990s, but in order to understand how and why open resistance emerged, itisfirst
necessary to discuss the consequences of managerid represson againg the union after the 1983 drike, and the
political experiences of workers hired during the 1980s.

After the 1983 gtrike, management fired over 100 strike activists, and continued to focus attacksin the
wire mill throughout the 1980s. Why did they focus on the wire mill rather than the brass mill? Fird, because

Héctor Ve asguez, the only member of the directorate redected after the strike, worked there. As noted above, the



29

law gtipulates that union leaders can only befired through a court preceding. Though Deischler tried this, and
even st him up in 1984 by planting a bomb outside the firm and then cdling in the police to arrest, interrogete,
and torture him, he was unable to build a defensible case againg Vedasquez. Given that they could not fire him,
management dismissed his coworkers: * Persondly, this produced a very difficult Stuation for me. | had to isolate
mysaf a work, because anyone who talked to me got burned.”®

Another reason why the wire mill got hit the hardest wasthat it had alarger pool of activists than the
brass mill: “There are dways more people willing to collaborate with the union in thewiremill. They're
predisposed to do the methodical work on committees, and to run for office. The guysin the brass mill are more
combative, more ready to fight, but they don’t produce as many leaders”® Y et another possible explanation for
these distinct managerid drategiesin the two plantsistheir different markets. The wire mill produces dmost
exclusively for the domestic market, and faces two local competitors. The brassmill, by contrast, hasa
monopoly on the local market and exportsto over thirty countries® Furthermore, while work in the brass mill is
more physcdly taxing and pays lessthan in the wire mill, workersthere toil in teamsin several sections rather
than on individual machines. Team work gives brass mill workers more power & the point of production, and
makes increasesin individual job responsibilities more difficult to impose.®  Wire mill workers were more
dispensable, while brass mill workers may have greater options and face lessrisks for res stance on the shop floor
rather than through forma union activism.

Given that the prime pool of activists was in the wire mill, and management did everything in its power
to eiminate this group, the union faced a chronic shortage of viable leadership candidates. While Velasguez has

continued until now, and Guillermo Gémez, another 1983 strike activist from the brass mill, served until 1989,

€ |nterview with Vel 4squez, Novenber 24, 1996.

°' 1bid.

2 sal onon Brothers, et.al., “Prospectus: 3,937,500 Anerican Depositary
Shares, Representing 39, 375,000 Shares of Common Stock: MADECO, S. A" (New
York, May 7, 1993).

8 Interviews with Carlos and Samuel, brass nill workers, op.cit.
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the leadership was plagued by a series of bad gpples beginning in the late 1980s. In 1988, Mario Mufioz, awire
mill worker and the union’s secretary, wasfired for seding from thefi rm.%* 1n 1991, José Oviedo, a brass mill
worker and union director, stole union funds and negotiated his retirement without advising the other union
leaders® Findlly, in 1994, four of five union leaders were caught for underpayment of medical bills a the
union’'sclinic. Oneof these three was not redected, and sold hisjob security (fuero). Two more were redected

and subsequently retired. Theremaining perpetrator continuesin office. Petty corruption was the order of the

66

day.

These revelations provoked distrust and demoralization among union members, though surprisngly, the
brass mill leeders found guilty in the most recent scanda were redected by their condtituents. Some union
members express great disgppointment in their leadership: “It looks like being a union leader has become a
trampoline for making afast buck. And you ask yoursdf, ‘well what about the rank and file? Did you think
about us when you sold the fuero?”®” The leadership crisisin the union, however, did not place adamper on
union activism, as rank-and-file members became increasingly restive.

Y ounger workers have asat of socid and poalitical experiences which made them prone to react to the
firm’s most recent modernization. Though workers hired in the 1980s were often new to trade unionism, some
hed parents who had been union leaders and | eftist militants®® Others had been political militants and activistsin
the shantytown protests of 1983-1986.* The defining political experience of this entire cohort, in fact, was
participation in the national protests from 1983-1986: “We liked to go out and protest in the streets. Then, when

we came to work a2 MADECO, they would force you to do overtime, and you couldn’'t say ‘I don't want to.’

® Sjindicato #1 MADECO, “Asanbl ea General de Socios” (January 14, 1988).
8 «Asanbl ea General ” (May 31, 1991).

® Vel 4squez, Novenber 24, 1996.

Interview with Carlos and Samuel, op.cit. QOhers express sinilar
sentinents.

® |nterviewwith Arturo, discussion with brass nill workers, op.cit.

8 Interview with Manuel, op.cit.
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We weren't used to being bossed around likethat.” ™ The contrast between their newfound freedom in the streets

and the authoritarian survellance in the factory would be akey catalyst for activism.

System Breakdown

In the context of the rapid changes in the labor process, acrigsin union leadership, and the coming of
age of anew cohort of workers, conflicts over thefirm’s overal modd of authoritarian modernization
crystdlized over two issues overtime payment and profit sharing.. 1n 1991, with the help of their lawyer, the
union learned that management had systematicaly underpaid workers for overtime, excluding the production
incentive, higher hourly rate for the night shift, etc., from payment. In other words, workerswere not even pad
the fixed incentive set in 1980 which in itsdlf did not compensate them for radical production increases. The union
sued management for repayment of lost hoursin 1994, and accepted an out-of court settlement in 1995,
However, theissue of profit sharing, because of the hefty sum involved, was not as easly resolved.

In mid-1992, the union sued the firm for underpayment of quarterly bonuses based on the firm's profits
during the late 1980s and early 1990s. The proposd to sue the firm actudly originated with the historically more
conservative supervisors union, and was quickly picked up by the white- and blue -collar unions. The reader will
recal| that management eliminated a series of benefits and replaced them with these quarterly bonusesin 1977.
However, the union found that the firm was only paying part of the 30% of net profitsit owed the workers under
the 1977 pact. With contract negotiation pending for the end of the year, management refused to negotiate sdary
issues unless the union dropped the suit and agreed to rewrite the section in their contract on quarterly bonuses,
thereby eliminating the lega groundsfor their suit. The supervisors union bowed to the pressure, and when

management offered a vacation bonus to those who would sign away the suit and join newly created non-union

" Discussion with brass m |l workers, op.cit. All workers hired during this
time remenbered participating in the protests.
T “Denanda | aboral,” op.cit.; interviewwith G cero, Novenber 9, 1996.
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negotiating groups, haf of the white collar union (al of its office $aff) left the union. Many who bailed out did
not redlize that a smdler severance payment and more due causes for dismissal were hidden in the fine print of
their new contracts.  The blue collar union stood firm and refused to accede to management’ s ploy.”

Ironicaly, thefirm had not attempted to chalenge the unions monopoly over the workforce until the
return of civilian rule. They had had the lega right to set up pardle unions since 1979, but up until 1992,
management's Srategy had not gone that far. As noted above, the personnel manager had used other meansto
intimidate and neutralize union memberswhich fdl short of organizing parale groups. This new drategy was
far more dangerous to the unions, asit made possible a permanent split in the workforce between union members
and company loydigts.

Why did management make thisdrastic decision in 1992? Firgt, labor reforms after the democratic
trangtion had created new lega opportunities for workers unavailable during the junta, including the right to sue
for non-payment of profits. In other words, workers' legd rights did not fundamentally thresten management
before 1990. Second, MADECO stood to lose about US $10 million from the suit: the stakes were too high to
risk losing in court, and management knew they had little legal recourse.

Whilethisfull fronta attack on the union would in itsdf justify open resstance, the meaning of the
conflict must be understood in broader terms. Firgt, union members were suspicious of management’s
unwillingness to smply fight the case out in court: “If they thought they were right, why didn’t they just settlein
court? Becausethey tried to block the suit, it made it appear that they were hiding something, and that made us
more certain that we were right.”® Union members figured thet if management was trying to hide something by
not going to court, they had probably chested on the quarterly bonus aswell. At a deeper level, memberswere

disgusted that after al of their sacrifices to produce more in the last years, they had been cheated out of ashare of

2 Interview with José Pérez Concha, op.cit.; Sindicato #1 MADECO, “Asanblea
Extraordinaria,” (May 28, 1992); “Cuanto vale |la demanda por gratificaciones,”
Crisol 10,2 (Novenber 1992), 3-8.
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the profits, while management and stock holders were handsomely rewarded: “Y ou see the firm become more and
more profitable, and we' re suck in the same place, without any kind of compensation or gratitude for dl extra
responsibilities we ve assumed and the resulting productivity increases” ™

The gtrikeitsalf adopted the visua style and ethos of the 1983-1986 protests. Strikers tooted on cornets,
banged on garbage cans, pelted vans trangporting strikebreakers with rocks, and had skirmishes with the police.
Neither the union’ s leedership, older leaders, nor management were prepared for the level of violence and bravado
witnessed during the strike. One veteran of the 1983 strike commented, “I never imagined younger workers
would go on gtrike. | thought they were more anti-union, but they were redlly were redlly committed.”” Union
leaders were equally out of sorts: “We knew that a peaceful strike wouldn't work, so our god wasto intimidate
management...\We had a group that got together at night and cut the eectricity, flattened the tires of trucksin the
warehouse, and blocked the entry of strikebreskersto thefirm. Mog of the leeders had no idea about this. We
had a sort of pardld organization of rank-and-file workers from both plants that organized these sabotage
actions” " The executives were indeed intimidated: “Management never imagined that the strike would be so
violent. They were shocked.””’

Wasthis conflict aided or abetted by political parties? As| noted above, the Srikers' principd activist
experience was participation in the protests, rather than party activism. | have argued e sawhere that most
workers feared politica activism during the 1970s and early 1980s (Stillerman 1994). When | asked the one
drike activig from the wire mill who admitted former activism in the Communist Party before working at

MADECO if others were political militantsin the plant, he pointed to Vel asguez, the union leader (who works

with leftigt activists but does not adopt apublic politica identity). Strikersin the brass mill evidenced open
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Interviewwith Arturo, op.cit.
Interview with Toni o, op-.cit.
Interview with Luis Mifioz, op.cit.
Interviewwith Arturo, op.cit.
Interview with Tonio, op-cit.



34

hodtility toward parties: “ Some of the union leaders brought party representatives during the strike, but we kicked
them out because whatever we accomplished, we wanted to do oursalves”® Contrary to the historical traditions
in MADECO and in the Chilean labor movement, most MADECO workers today espouse an ideology of anti-
politics. Thus, the strikeitsalf cannot be explained as a party-led mobilization.

The conflict itsdf only lasted one week. The drikers were astute in planning a march to the presidentia
palace just when American and European investors were visiting the firm, housed in the Hotel Carrera across the
Sreet (also owned by the Luksic Group):

The most important event was when we marched at La Moneda. Since investors were staying

across the street, management agreed to drop its demand on the lawsuit that afternoon. We met

with a gaff person a the Minigtry of Interior. Our wives and kids marched there with us. At

firg, we thought the police wouldn't let us march, so we arived in smal groups. The police

surrounded us, spoke with our lawyer, and alowed us to continue if we weren't violent or

disrespectful. All the press covered the march.”
The strikers had found the firm’s Achilles hedl: if they could threaten the stock offering in the U.S. (presumably
the issue discussed with the investors), then they could twist management’ sarm. While this action was obvioudy
srategicaly successful, again, it must be placed in a broader context. Just as strikers used their repertoire of
action developed during the 1983-1986 pro-democracy protests, the symbolic power of actualy marching in front
of the presdentia paace after seventeen years of dictatorship should not be underestimated. As one young
sriker characterized the conflict asawhole, “Boy, people redly fought in that strike. It was like saying, “now
we'rein democracy! It served as an example for the youth.”® Schooled in the cauldron of anti-dictatorial
protest, this strike's younger protagonists displayed their particular conception of democracy during this brief

conflict.

 Interviewwith Arturo, op.cit. Tonio and Angel nade sinmilar conments.
 Interview with Angel, Novenber 9, 1993.
8 Discussion with brass m |l workers, op.cit.
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With the strike' s successful conclusion, union members won their right to continue the case, and two
years later, the Supreme Court ruled in their favor. However, the Comptroller General has put the brakes on their
actudly being paid, claiming a problem with calculating their individua payments. Thelega (symboalic or redl)
was atwo-edged sword. After the strike, management offered non-strikers a 100,000 peso bonus, sparking a
cafeteria protest by brass mill workers. They overturned their lunch trays in aviandazo.®* Management fired
thirty-four workers after the protest. Leadership was again caught off-guard by the rank-and-file sinitiatives.
While an inexperienced union leader noted that he had casualy mentioned to other workers on the Street that
maybe they should protest the bonus, he accepted that he should have raised theissuein aunion assembly. The
other leaders were equaly befuddied. Union members who recal the incident blame the leaders for not
anticipating and defusing the event. The thirty-four who were sacked had to agreed to retire voluntarily in order
to avoid facing criminal charges for sabotage® Thefirm, till reding from the strike, hired apsychologist to
study thereasonsfor the bad "labor climate”" Hefound that workers were unhappy a thefirm, saw no
opportunitiesfor training, and felt there was no communication between workers and management. In response,
the generd manager began Monday morning breskfast chats with workersin different sections, but most were
afraid to spesk because their immediate supervisor was present, and anticipated they would be fired if they
complained ®

Since the strike, management has stepped up intimidation of union members and favorable treatment for

non-members, hardening divisions on the shop floor. Today, most non-union members previoudy belonged to the

8 A formof protest which copper nminers in the Chuqui camata mne nade fanous
in one of the first public |abor protests under the dictatorship in 1977. See
Fal abel  a (1989).

8 gjindicato #1 MADECO, “Asanblea” (April 8 and 16, 1993); interviews with
Manuel and Arturo, op-.cit.

8 «Ppsjcélogo y psicosis: Apareci6 el resultado de |la encuesta de |os
psicologos de la U.C.,” Crisol 12,5 (July 1994),13-14; interview wi th Angel,
Novenber 17, 1996.



36

white collar union, but this situation could change. Membership statistics for the different groups follow:®

Blue Coallar Union: 340
White Collar Union: 124
Supervisors Union: 57
Blue Collar non-union Group: 40
White Collar /supervisory non-union Group: 307

Whileit isclear that the pattern of affiliation set at the strike continues, it isless clear how long the union can
continue to attract new blue collar workers, nor how the absence of dlies among most white-collar and
supervisory saff may affect the union’ s negotiating power . Another way management has undermined union
power since the strike was by transferring sixty workers from the brass mill’ s duminum section to Indalum, a
firm acquired by MADECO. Workersin the new plant fall under adifferent contract with much lower wages
and benefits, representing an absolute loss in membership for the union. Will management further decentraize
production along these lines?

The 1993 drike demondrated hidden tensonsin Chile’ s“miracle” Y ounger workers held culturd and
political resources from the previous decade which they deployed in aguerrillawar againg the firm in response to
systematic underpayment and ever-heightened work pressures. However, this strike represents a crisis of
unionism on a deeper level. The diguncture between union leaders and the rank-and-file, and employers' ahility
to continue layoffs without a response resulted from the union’s leedership criss. A shortage of committed
leaders, and alegacy of petty corruption delegitimized most current leaders, and forced inexperienced union
activigts to take mattersinto their own hands. MADECO workers fought back, but was the union better off asa

result?

8 Phone conversation with Vel &squez, March 25, 1996.
85 =
Ibid.
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CONCLUSIONS

| have argued that MADECO managers subjected workers there to successive wage cuts, benefit
rollbacks and increased job respongibilities and work effort over the last two decades. The entry of anew cohort
of workers who had participated in the 1983-86 protests reacted to systematic underpayment and management’s
efforts to extend work effort to its physical limits by holding aviolent strike whose reverberations echoed
throughout the following year. 'Y ounger workers developed their own strategies and repertoires of action during
and &fter the strike because of their distance from aleadership plagued by petty corruption scandas. In addition
to purging Strike activigts after a cafeteria protest, management took an unprecedented step against the union by
cregting pardld non-union organizations.

As| have argued elsewhere, the consolidation of Iabor market deregulation with the 1978-81 Iabor
reformswas afirg sep in creating a cultura bresk between an older generation of solidary and politicized
unionigts and a new, less participatory cohort (Stillerman, forthcoming). However, this new scenario represents a
quadlitative shift: not only can management hire and fire at will, but the erosion of fixed job descriptions, the chaos
of JT, and the eimination of a union monopoly over the warkforce has delt a much more profound blow to
working-class solidarity and organizationa power.

MADECO executives successin cregting non-union negotiating groups suggests a deep weskness
among the rank-and-file: a potential to seek individual solutions to collective problems. Strike activists locate a
shift to amore individudistic cohort roughly between 1990 and the strike of 1993: “Under democracy, the
workers have become more individudistic.”®  In addition to the less sol idary attitudes of new workers, union
members themsalves struggle with how to satisfy their needs and those of their familieswhile dtill remaining loyd

to their fdlow workers. This generdized tendency among workers toward more individualitic attitudes suggests

8 Interviewwith Carlos and Sanuel, op.cit. Arturo, Manuel, and Castro nade
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that Chil€e strandtion to democracy, rather than facilitating an increase in civic participation, has witnessed a
withdrawa to more privatized identities and practices.

While the future direction of such changesisuncertain, | would like to offer three provisond (though not
mutualy exclusive) explanations as to why they have appeared in recent years. Firdt, workers beginning
employment in the 1990s have no experience as trade unionists or shantytown activigs. Entering the work force
inaperiod of low unemployment, dowly rising wages, and government effortsto build socid consensus, neither
massive unemployment nor the ferment of opposition to the junta are available resources to activate their sociad
conscience. Older workers have aso been affected by the socid peace and abosence of extreme hardship during
the current period.”

Second, the architects of Chile's“Saven Modernizations’ viewed their deregulation of the labor market
and privatization of socid services as ameans of inculcating agpolitical consumerist values throughout the
population (Congtable and Vadenzuda 1991). Management’ s ability to creste pardle workers organizations
based on gppedsto individua sdlf-interest suggests that the military were partidly successful in this respect.
Additiondly, the availability of agreater variety of consumer goods with trade liberdization in the late 1970s, the
generdization of TV viewing, increasng access to consumer credit, and dowly risng wagesin the last decade
have certainly made some degree of luxury consumption both a possibility and agod for alarger percentage of
Chileans than ever before.

Finaly, flexible production techniques were designed, in part, to increase individua worker competition.

As Kumazawa Makoto describes the Japanese corporation of the 1970s and 1980s. “Employees are thus

sim | ar observations.

8 Oxhorn (1995) argues that the decline of shantytown activismsince the 1988
pl ebiscite results fromthe predom nance of political parties in public space,
and the end of the period in which society united agai nst the dictatorship.
Petras, et.al. (1994) argue that national |abor |eaders quelled |abor
nmobi |l i zation to support the governnent. These comments are suggestive, though
they assune that political elites are the only actors who catal yze and
denobi | i ze popul ar groups. As is clear fromny analysis, | strongly disagree
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scrutinized in depth, placed in competition with each other, and judged once again by the outcome of the
competition” (1996, p.251). While the dynamics of industria change and entrepreneurid culturein Chile were
sharply different than in Japan, we can certainly find an andogy to this description in the ‘olympics of
production,” in which new workers Sruggle to increase their sdary scale and older workers scramble to keep their
jobs. Like MADECO, businesses around the world which deploy flexible techniques dso maintain apolicy of
“union avoidance’ (Makoto 1996, Graham 1995, Shaiken 1994, Harrison 1994). The decisvely anti-union cast
of the dictatorship and the labor law it bequeathed to the civilian governments, and the incentives and
punishments MADECO managers mete out to workers to encourage them to work longer and harder stand out as
extremeilludrations of the logic of flexible production.

If the emergence of grester individuaism among MADECO workers can be traced to the current
political and economic conjuncture, indtitutional changes during the dictatorship, generdized changesin
consumption patterns, and MADECO managers appropriation of flexible production techniques, one festure of
“Chilean gtyle’ flexible manufacturing should stand out. While Chile has completed a stable trangition to civilian
rule, the principles, practices, and sometimes, officials of the dictatorship remain insde the Chilean workplace.

For Chilean workers, the dark sde of the“miracle’ survives.

with this view
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