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LATIN AMERICA ADVISOR

How Safe Is Mining in the Region in Light of Chile's Mine Collapse?

The Aug. 5 mine collapse in Chile

that trapped 33 workers under-

ground has drawn attention to

working conditions and safety
regulations in the country's mining indus-
try, as well as the situation in mineral-rich
neighbors like Peru and Bolivia. What is
the current state of mine safety standards
in the region? Will the spotlight on the
Chilean miners bring significant changes
to working conditions there and else-
where? What sorts of mining sector
reforms make most sense? How would
changes to safety regulations impact min-
eral production and international invest-
ment flow to the region's mines?

Jerénimo Carcelén, partner at

Carcelén & Cia in Santiago: "The

collapse is a cry for attention to

strengthen the security policies in
small and medium mining sectors. While
in Chile it is—statistically speaking—as safe
to work in a mine as in a bank, the reality
of large-scale mining is not present in the
smaller jobs. The state's challenge is
twofold: first, to have up-to-date legislation
that protects workers, the environment and
the communities where mining takes place.
Second, the state should maintain the
material and human resources to monitor
these regulations and ensure that they
aren't violated. But beyond the reforms
that could be made to the security regula-
tions in the region's countries, the empha-
sis should be put on public-private agree-
ments to bring the standards and technol-

Inside This Issue

ogy of the large mines to small-scale min-
ing. This would make it possible to train
miners so that there would be a sustainable
development of the mines, including not
only security measures but also better labor
practices and respect for the environment.
Moreover, in this framework, adequate
training of public officials would help
improve the monitoring and regulatory
systems. Thus, investors would make a
solid contribution to the development of
the country where they invest their capital
and enhance the well-being of its citizens,

Continued on page 3
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Cuba's Government Plans to
Lay Off Half a Million Workers

The government of Radl Castro plans to
lay off 500,000 workers by April. Cuba's
government added that it will also relax
restrictions on private enterprise in order
to help laid off workers find new jobs.
See story on page 2.

File Photo: Trabajadores.
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Plane Crash in Venezuela Kills 15,
Majority of Passengers Survive

At least 15 people were killed when
a plane carrying 51 passengers and
crew members crashed in eastern
Venezuela Monday, the Associated
Press reported. The Conviasa flight
took off from the island of
Margarita and was destined for the
airport of Puerto Ordaz, but crashed
in a steel mill yard shortly before it
was due to land. Rescuers managed
to pull most of the passengers out of
the wreckage alive. Officials have not
determined the cause of the crash.

Peruvian President Backtracks
on '‘Amnesty’ Law

Peru's President Alan Garcia asked
Congress on Monday to revoke a
decree he issued two weeks ago,
which critics say would effectively
give amnesty to those accused of
human rights violations during the
country's civil war, after novelist
Mario Vargas Llosa criticized the
measure, Reuters reported. The
decree stated that trials for abuses
committed before 2003 would have
to be sentenced within 36 months of
the trial's beginning or charges
would be dismissed.

Argentina, Brazil May Work
Together on Military Plane

The governments of Argentina and
Brazil could soon begin working
together to develop a new military
transport plane to be constructed by
Brazilian aircraft maker Embraer,
Reuters reported Monday. Brazilian
daily newspaper Valor Economico
reported that the two governments
were discussing the agreement.
"Work is continuing on this and the
estimatation is that the deal will be
concluded by the end of September
or early October," Jorge Bernetti, an
Argentine defense ministry
spokesman, told Reuters.
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Economic News

Brazil's Libra Oil Prospect
May Contain 8 Billion Barrels

The Libra oil prospect, off the coast of
Brazil, may contain as many as 8 billion
barrels of oil, a government official said
Monday, Reuters reported. The new esti-
mate for the prospect would make Libra
the second-largest discovery of crude in a
decade and would rival the massive oft-
shore Tupi field. Libra could be among
the first tenders of fields in the presalt
area as soon as DBrazilian lawmakers
approve a new production sharing sys-
tem, said the official, Marco Antdnio
Almeida, the Mines and Energy

The previous estimate for
the Libra prospect was
5.5 billion barrels.

Ministry's secretary of oil and gas. "Libra,
which according to estimates has up to 8
billion barrels of recoverable reserves,
should be one of the first under the pro-
duction sharing model," said Almeida.
The previous estimate for Libra was 5.5
billion barrels. A size of 8 billion barrels
could make the prospect the world's sec-
ond-largest discovery of crude since the
2000 discovery of the 17.2 billion barrel
Kashagan find in Kazakhstan, according
to research and consulting firm Wood
Mackenzie. Libra also would rival Brazil's
Tupi field, which is estimated to hold as
many as 8 billion barrels of recoverable
oil. Ruaraidh Montgomery, senior analyst
for Latin America upstream research at
Wood Mackenzie, was cautious about the
announcement, noting that the estimate
appears to be coming from one well
drilled at the site. "That's an awfully big
number to announce just off the back of a
single well," said Montgomery. "It's not to
say that it isn't true, but it would help to
have more information."

Cuba's Government to Lay Off
Half a Million Workers

Cuba's economically struggling govern-
ment announced Monday that it will lay
off at least 500,000 workers employed by
the state and also relax restrictions on pri-
vate businesses in order to help them find
new employment, the Associated Press
reported. The announcement, which was
printed in government-controlled news-
papers and read and broadcast on televi-
sion and radio, led to concerns that the
communist country's small private sector
could absorb so many workers. "If they
fire all of these people, how can they all
become self-employed?" government
worker Alberto Fuentes, 47, told the AP.
Approximately 5 million people are offi-
cially employed by Cuba's government in
various state-run enterprises, meaning
the layoffs could slash the government
workforce by 10 percent. The firings will
start immediately and continue through
next April, according to the Communist
Party-affiliated Cuban Workers
Confederation. [Editor's note: See related
Q&A in the Aug. 17 issue of the Advisor.]

Political News

Peru's Cabinet Chief Resigns to
Seek Ruling Party Presidential Nod

Javier Veldsquez, the cabinet chief in
Peruvian President Alan Garcia's govern-
ment, resigned Monday and said he
would seek the nomi-
nation of the ruling
Apra party for presi-
dent, Bloomberg News
reported. "I'm going
to participate demo-
cratically to be the
candidate in the com-
ing elections," Velasquez
Veldsquez told Lima's
Radio Programas in
an interview. Garcia, who is barred from
serving consecutive terms as president,
plans to form a new cabinet today. The
rest of his cabinet resigned when
Veldsquez stepped down, in accordance
with Peruvian law.

File Photo: TV Peru.
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Continued from page 1

with the ensuing recognition of their
commitment to sustainable mining."

John E. Tilton, research pro-
fessor at the Colorado School
of Mines: "Safety standards in
Chile and elsewhere in Latin
America are quite high at mines run by
BHP Billiton, Codelco (Chile's state-
owned mining company), Anglo
American and the other large, interna-

mining sector. This is true across the
region, where governments' enforcement
of mining labor and environmental stan-
dards remains weak and has contributed
to the emergence of strong mining oppo-
sition movements in countries like Peru,
Costa Rica, El Salvador and Guatemala.
Latin American governments and multi-
lateral donors should work to strengthen
enforcement of regulations to protect
workers, the environment and local com-
munities. In particular, primary responsi-
bility for enforcement of such regulations

€€ In many Latin American countries, mining ministries are
Yy

responsible for both promoting investment in the sector and for

enforcing labor and environmental regulations.

tional mining companies. At these
mines, employees are likely to face more
danger driving to and from work than
working on site. At medium and small
mining companies, safety standards are
more lax. Many of these operations are
marginal economically. For this and
other reasons, they tend to be less effi-
cient, follow poorer environmental
practices and adhere to lower safety
standards. What they do provide is
employment in areas where workers
often have few alternatives. Ultimately,
many of these smaller mining opera-
tions probably should be closed and
employment opportunities in other
industries created. This, however, will
take time. In the short run, the challenge
for public policy is to encourage small
and medium mining companies to
adopt stronger safety and environmental
standards without forcing them to close
down (or operate illegally)."

Keith Slack, extractive indus-
tries program manager at
Oxfam America: "The mine col-
lapse in Chile demonstrates
that, even in an advanced mining country
like Chile, basic operational issues like
worker safety remain a concern in the
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— Keith Slack

should reside with government agencies
outside the mining ministry. In many
Latin American countries, mining min-
istries are responsible for both promoting
investment in the sector and for enforc-
ing labor and environmental regulations.
This conflict of interest creates distrust in
governments' ability to ensure worker
safety and protection of the environment.
Government expertise and capacity to
oversee the mining sector also needs to be
significantly strengthened. In many
countries, governments lack the resources
and technical knowledge needed for
effective regulation. Additionally, govern-
ments and mining companies should
establish more effective conflict resolu-
tion mechanisms that can help address
the concerns of workers and local com-
munities about the impacts of mining.
These kinds of reforms will help ensure
that mining makes a stronger and more
sustainable contribution to poverty
reduction and economic development in
the region."

The Advisor welcomes reactions to the
QA above. Readers can write editor
Gene Kuleta at gkuleta@thedialogue.org
with comments.
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