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Does Collusion Pay? MNCs and Their Home Countries 

In 1973, after the new democratically elected government in Chile announced its 

intentions to nationalize parts or all of the multinational corporations in Chile, International 

Telephone & Telegraph (ITT) lobbied the United States government to intervene. Eventually, 

the United States stepped in by first deliberately causing severe economic breakdown in Chile 

and then sending the CIA to support a military coup of the Chilean president. What convinced 

the United States to become involved? Was it solely the political goal of fighting communism? If 

so, it is possible the end result was not worth the monetary and human resources spent. If 

there were additional incentives to collusion, was one a monetary payoff for the United States? 

With those questions in mind, the goal of this paper is to explore a nation state’s economic 

incentives for colluding with multinational corporations (MNCs) in the economic and political 

affairs of other countries. 

In order to answer this question, we will first look at the overall relationships between 

MNCs and their home and host countries. The goal here is to lay out the traditionally 

understood incentives for collusion in order to prepare for a discussion of the lesser researched 

enticements. In other words, it is generally understood to scholars that an MNC’s primary 

motivation is to make a profit while the home government’s intentions are typically political. 

However, does the government receive additional benefits, namely financial, from these 

transactions? As a case study addressing the motivations of complicity, this paper will then 
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describe the United States’ collusion with ITT leading up to and during the overthrow of Chile’s 

democratically elected leftist president in 1973. After discussing the history of this collusion 

further, we will then discuss the political and economic motivations behind the complicity. 

Furthermore, we will briefly look at other instances of MNC / nation state collusion on the way 

to laying out just what these economic payoffs might be.  

Relationships between MNCs and the governments of nation states: 

Although modern MNCs are increasingly independent of the influence of or loyalty to 

any particular nation state, we will assume a special relationship between an MNC and its 

country of origin in this paper. While MNCs can now originate from almost any region of the 

world, the home countries discussed in this paper are usually both western and developed 

nations. Additionally, it is worthwhile to note that the topic of the economic and political 

collusions between MNCs and nation states was most heavily researched at the height of those 

convergences in the 1970s when Foreign Direct Investment (FDI) had risen to $10 billion 

annually, 20% of that in developing countries (Frieden 416). However, now that power in the 

world economy has shifted to include eastern and southern nations and FDI is $1 trillion with 

25% in developing countries, it is worthwhile for scholars to take another look at the period and 

its lessons (417). Furthermore, as more classified documents have become available and 

researchers have gained some benefit of hindsight, scholars are bound to find something fresh 

on this subject with regard to the historical big picture. 

The relationship between an MNC and its home government will have many dimensions 

that are easily organized into two sections: 1) the motivations for complicity of the MNC and 2) 

the motivations of the national government. First, it is in the interest of the MNC to harness the 
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political power of its home nation in order to gain advantage in deal making with foreign 

countries and enterprises. In the case of the United States, which was the home to a large part 

of the world’s MNCs from the 1930s to the 1990s, the American government provided 

diplomatic, economic, and even military backing to protect the economic interests of its MNCs 

(Tarzi 247). Governments can also influence non-governmental organizations (NGOs), such as 

the International Monetary Fund and the World Bank to refuse or change terms of loans to the 

MNCs host country based on the needs of the MNC. These terms can often include a 

requirement that the borrowing country develop a particular industry, such as one controlled 

by a western MNC. In the past half century, the interference of the United States government in 

MNC affairs and their host countries has ranged from gentle pushing by diplomats, influence in 

NGOs, and negotiating tax and immigration incentives to collusion with opposition groups who 

sought to topple the government in power. The latter rather extreme tactic in international 

relations was especially prevalent in Latin America in the 1960s and 1970s such as in the cases 

of lumber and mining MNCs in Nicaragua, the United Fruit company in Guatemala, and ITT in 

Chile (Kinzer 4-5). Currently, corporations favor the use of heavy lobbying and political 

donations to convince governments to act on their behalf in affairs with foreign countries. In 

light of these relationships, even the potential for interference of a powerful western 

government is usually a factor to the MNCs’ benefit when in business negotiations with a host 

government (Tarzi 248). 

Second, the home government of an MNC can use that MNC to pursue its own interests. 

For instance, FDI, often through extractive or manufacturing based MNCs, can encourage 

political stability (248). In other words, the development of a strong economy can be a 
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successful strategy for peacekeeping. Indeed, conflict is often created by high unemployment 

and other poverty conditions. Governments often enlist MNCs to help provide aid to 

developing nations either in order to gain popular support or the backing of the government 

(Tarzi 248). Indeed, western countries have been known to prop up democracies and dictators 

alike with this strategy of humanitarian and economic support.  

Of course, national governments often have diverging agendas from any particular 

MNC. Therefore, the MNCs and nation states only tend to collude in foreign countries where 

their interests align.  These relationships also rely on easy excess between government officials 

and MNCs leaders. The revolving door between political positions and lobbying jobs facilitates 

potential collusion between entities. We will see an example of these close connections in the 

case of ITT and Chile where an ITT director was also a former CIA director. His past experience 

and knowledge of the CIA’s capacity along with his connections in Washington D.C. facilitated 

the ease with which the collusion in Chile began. 

While this paper focuses on MNCs and their countries of origin, the relationship 

between host countries and MNCs is equally important and warrants a brief discussion. At the 

height of power for western MNCs, those corporations brought capital, technology and 

managerial expertise to developing countries. Then and now, the MNC’s access to much-

needed resources provides a barrier to challenges from the host government or local 

companies. In some cases where the developed country has some bargaining power, they can 

require the MNCs to make long-term economic investments within the areas they choose to 

operate (Tarzi 238). Either way, any capital projects that MNCs may invest in such as building 

factories, refineries, or mines, can be of use to the government or citizens of the host country. 
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Once MNCs have invested large amounts of capital and implemented full-force operations, they 

are less likely to move on to another area or country (240). This gives the host country 

bargaining power in negotiations with the multinational. Conversely, an MNC’s industrial 

projects can leave behind waste and abandoned factories after the local natural resource is 

depleted. Furthermore, an MNC’s use of labor in the host country also creates positive and 

negative effects for the host. The MNCs often open up low-skilled jobs to the local community 

which can increase family wealth and standards of living. However, these workers are often 

from rural farming communities to which they have difficulty returning when the MNCs have 

relocated. This potential loss could cause a decrease in the citizens’ long-term prosperity as well 

as a decrease in food security. Additionally, many MNCs fill leadership and middle-management 

positions with expatriates from the MNC’s home country. This means that the locals might not 

ever achieve the improvement of local labor opportunities or be part of the stream of entrants 

into the middle class that their government was promised. 

 The above description of the typical host country and MNC relationship can be easily 

exemplified by Chile’s copper industry in the 20th century. Although copper had been mined in 

Chile since the 19th century, the advent of new electrical devices in which copper was a 

necessary component led to the improvement in technologies and the motivation to invest in 

large-scale copper mines (Moran "MNC Corporations"  22). As copper mining was an expensive 

and intensive process, various capital-rich American MNCs built or owned Chile’s largest mining 

operations (22). MNC control of the technology, capital, and managerial skills led to generous 

initial tax concessions from the local government. However, when the MNCs became unlikely to 

leave after their sunk investments and stable profits, the Chilean government greatly increased 
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taxes and assumed more control of the industry (23). This struggle for control over the copper 

industry between Chile and the MNCs operating within its borders continued until Chile 

nationalized most copper mines in the 1970s. 

1973 Coup and leading up to it: 

In the story of the CIA and ITT’s attempt to stop the democratic election of communist-

leaning Salvador Allende and their involvement in his overthrow three years later, there are as 

many sides to the tale as there are accounts. Opinions on the level of collusion between the 

MNC and American government as well as the CIA’s level involvement in the coup range 

drastically. The popular press in 1973 reported that after ITT petitioned the Nixon 

administration to protect its industries, the CIA colluded with Chilean opposition to bring down 

the government of President Allende beginning with a series of attacks on the Chilean 

economy. The coup culminated in the September 11, 1973 attack on the Chilean presidential 

palace during which Allende and many top officials died.  

By 1970, ITT held 70% ownership of Chilteco, Chile’s major phone company as well as 

portions of copper mining interests (Sigmund 2). If the new communist government interfered 

or nationalized the phone and copper industries as Allende promised, ITT stood to lose great 

sums of money and future opportunities in Chile. ITT’s first attempt to stop the Allende 

government began while the Chilean Congress was deciding whether Allende or the runner up 

in the election would be President (“Mission Impossible”). In order to protect ITT’s interests, 

John McCone, ITT director and former head of the CIA, offered the CIA and the National 

Security Administration (under Henry Kissinger) $1 million in corporate bonds in order to help 

fund any plans that the U.S. government might have to oppose the Allende administration 
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(“Mission Impossible”). He later testified to Congress that his proposals were made on behalf of 

ITT chairman Harold Geneen (“Mission Impossible”). 

Accord to those same testimonies at hearings in front of the Senate Subcommittee on 

Multinational Corporations in 1973, ITT provided the CIA with a variety of plans that the agency 

could use to challenge to the arrival of the Allende government (Sigmund 3). First, ITT 

suggested that  the U.S. support the re-election of a past president and finance opposition 

press outlets and opposition sympathizers within the military (“Mission Impossible”). Although 

Kissinger and CIA leaders declined most of the proposals, they did follow ITT’s suggestions to 

engage in economic disruption. The idea was that if Chile’s economy suffered enough, the 

Chilean military would eventually be justified in intervening (“CIA Activities in Chile — Central 

Intelligence Agency”). In “Overthrow”, Stephen Kinzer describes the “economic sabotage” in 

Chile as one in a series of disruptions brought by the United States to countries with a singular 

and vital natural resource (185).  As part of the intervention, two American foreign aid agencies 

were ordered by the CIA not to provide any more assistance to Chile, the U.S. representative to 

the Inter-American Development Bank was told to block loans to Chile and to help decrease 

Chile’s credit rating from B to D, and the American representative to the World Bank arranged 

for the suspension of an existing loan (Anderson 115). These actions consequently caused 

private banks to cease their loans. The United States government also asked American 

companies to suspend sales of goods such as replacement car parts and other machinery that 

were vital for industry production  (116). Additionally, the CIA funneled $3.5 million to 

opposition parties, paid for anti-Allende demonstrations, and spent $2 million for the 

propaganda campaign of the foreign-owned newspaper El Mercurio (Anderson 116). 
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For its part, the CIA still claims little more than passive approval of the topple of Allende 

while admitting to attempts to block his election, to harming his regime economically, and to 

supporting of the Pinochet dictatorship after Allende’s overthrow (Kinzer 183). In the 1973 

Senate Subcommittee hearings, the CIA admitted that ITT had approached various government 

officials, most notably John McCone who maintained close ties with his former employer 

(“Senate Subcommittee on MNC Corporations” 23). However, at the time of the hearings, the 

CIA denied any collusion with ITT beyond entertaining the conversations and pressuring 

domestic and international monetary institutions to cut off loans to Chile. After years of denial, 

the agency has also admitted to trying to instigate an earlier coup, financially supporting right 

wing troops, and providing weapons to kill a Chilean general who would not support challenges 

to a democratically elected official (“CIA Activities in Chile — Central Intelligence Agency”). As 

for the U.S. government’s alleged assault on the Chilean economy, Nixon and Kissinger ordered 

steps to “make the economy scream” during a 1970 committee on the need to stop the rise of 

Allende (“CIA Activities in Chile — Central Intelligence Agency”).  

The task that remains here is to address the benefits to the colluding actors in the 

removal of Allende and whether any of these outcomes were economic. As with most 

multinationals, ITT’s goal was clear from the beginning: save its $150 million-dollar capital 

investment in Chile from being nationalized and avoid other potential profit losses. Although 

other American MNCs in Chile were taken over and received remunerations from Chile, ITT did 

not believe they would receive nearly enough to cover the losses of their usually large Chilean 

asset. Indeed, when Allende did nationalize the Chilean phone companies in 1971, he refused 
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to pay ITT, citing the millions that ITT had already netted over what they should have been 

allowed in the past 40 years (Kinzer 187). 

The payouts to the American government in this saga are more difficult to measure. 

Politically, the United States prevented the rise of an additional communist state at a time 

when communism was a key political concern to the United States. The CIA now admits to 

budgeting $10 million to prevent the election of Allende in 1970 (“CIA Activities in Chile — 

Central Intelligence Agency”). With an estimated population of 10 million, one could conclude 

that the United States spent $1 per converted communist averted. (This figure does not include 

the additional amount that the CIA might have spent on supporting the 1973 coup or on the 

support of Pinochet thereafter.) Additionally, the Nixon administration needed to maintain its 

pro-business reputation by supporting the concerns of American businesses abroad. If Chile was 

able to successfully take over MNCs with no interference from the MNCs’ powerful home 

governments, it would have become more likely that other governments in Latin America and 

others around the world would follow suit.  

Although devastating losses to all of the U.S. MNCs could have led to a slippery decline 

in the American economy, the harm to one or two typically only effects company leadership, 

employees, and shareholders. Would this potential harm to ITT profits, which were $17 billion 

in 1970, be enough of an economic incentive to reach the reported level of collusion 

(Associated Press)? Perhaps the argument would benefit from a micro view of economic 

incentives. For example, though it has never been proven that the United States accepted 

money from ITT or other corporations to fund their political efforts, the receipt of such could 

motivate the government to mind those interests while simultaneously working toward the 
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government’s own goals. Going further, it is plausible that the economic benefits directly to the 

leaders in the CIA, the executive branch and other agencies was enough to sway them to lead 

the government to interfere in Chilean affairs. This collusion was made all the more easy by the 

close relationships between government officials and MNC leaders who often move between 

positions in both sectors. 

Other cases of collusion: 

 Although the collusion between the United States government and ITT in Chile was one 

of the most brazen, there are other examples of both American MNCs and other MNCs lobbying 

their home governments for support. These can range from instances of covert government 

overthrow to controversial lobbying efforts meant to sway a home government’s political 

decisions. 

Similar to the study in Chile, the coup of the democratically elected president of 

Guatemala was directly linked to the government’s threat to a powerful MNC operating within 

its borders. In 1954, the American corporation, United Fruit, owned 42 percent of Guatemala’s 

farmable land both used and unused that the company had acquired either via purchase or 

through deals with past dictatorial governments (Kinzer 183). When the newly elected liberal 

government’s agrarian reform included plans to redistribute much of United Fruit’s land to 

Guatemalan peasants, the company requested that the Dwight D. Eisenhower, President of 

United States, intervene (135). Consequently, the White House quickly directed the CIA and the 

American Ambassador to Guatemala to join Guatemalan opposition military leaders in staging a 

successful coup against the president (Barrett). As in Chile, the overthrow in Guatemala led to 

decades of repressive military rule and civil war which left 200,000 civilians dead. However, the 



11 
 

coup allowed United Fruit to operate as it wished, continuing its domination of the North and 

South American fruit markets. The economic benefits to the United States in this case can once 

again only be speculated. 

 In 2010, British Petroleum (BP) was under fire in the press for allegedly pressuring the 

British government to make a deal with the Libyan government to transfer Libyan prisoners 

from Scotland to Libya (Burns). This was especially controversial as Libya’s main objective in the 

deal was to release the convicted Lockerbie bomber, Abdel Basset Ali al-Megrahi, who killed 

270 people in 1988. BP admitted to pressuring the government because it was concerned that 

further delays would disrupt BP’s £900 million offshore oil drilling operations in Libyan waters 

(Burns). Interestingly, BP’s new business relationship in Libya was one of the first in decades 

after their operations were nationalized in Libya in the 1970s. Clearly, the economic incentive 

for re-entering an environment proven to be unstable outweighed the economic risks. 

However, it is not clear what the economic incentives were for the United Kingdom if it was 

indeed influenced by BP’s alleged lobbying. Potential economic opportunities to the United 

Kingdom could include increased tax revenues from BP’s profits or increased employment from 

the positions that BP could add to their payroll to support their Libyan operations. 

 To find the best answer in the search for economic incentives for governments in their 

relationships with MNCs, one should guarantee a truly global perspective. This would be best 

handled by including examples of MNCs throughout the western hemisphere if not from all 

parts of the world. Unfortunately, information about cases of MNC/nation state collusion 

outside of the United States is difficult to find. Although American MNCs were dominant 

throughout the 20th century, there are plenty of other powerful MNCs worldwide. Indeed, 
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many of today’s notorious MNCs are European or from newly developed areas of the world. For 

example, Total S.A., an oil and gas company from France, has been accused of many missteps 

including bribing Saddam Hussein’s regime for access to oil supplies in Iraq in 2010 (New 

Statesman). However, there have been few reported allegations of assistance to Total S.A. by 

the French government beyond allowing them to operate as desired without penalty. 

Additionally, Syngenta, a Switzerland-based agricultural and chemical company, has been 

accused of human rights violations and hiding the dangerous effects of their chemicals in Brazil 

(“The Syngenta Case”). Once again, there is no evidence of collusion between Syngenta and 

Switzerland, economic or otherwise. Interestingly, Syngenta has one of the most active 

lobbying groups in Washington, D.C., to support the interests of American agriculture. This 

leads to new questions worthy of further research: Is there a surplus of information on 

corporate/governmental interests in the United States versus the rest of world which funnels 

researchers and media to cases in the United States? Furthermore, are MNC / nation state 

relationships more prominent in the U.S. than elsewhere or does the relative transparency of 

corporations, government, and media simply make more information available? 

A look at economic incentives for home governments: 

To determine the economic incentives that influence home governments to support 

MNCs in the affairs of other nation states, it is important to divide the political and economic 

motivations. This is a difficult task. As part of its political duties, any state will seek to create the 

strongest economy possible. This is what Moran calls “maximizing its economic welfare” 

(Moran "American Multinationals" 18). Toward this goal, countries such as the United States 

officially support the direct foreign investment of MNCs in three ways: deferring taxes, 
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providing federally supported investment insurance, and pressuring foreign governments not to 

expropriate private property within their borders (22). The first method, tax deferrals to MNCs, 

could be as likely to directly hinder the home economy as to advance it once the potential lost 

revenue is accounted for. Tax deferrals are typically politically motivated methods of helping 

U.S.-based firms to compete on the world stage. Theoretically, the profitable MNCs would 

reinvest their overseas profits in their home country, but it is debatable whether this happens. 

In the United States, investment insurance was created to attract American FDI into developing 

countries. Moran believes the motivation here is focused on improving the economies of 

developing countries instead of on improving the United States’ own economic situation (24). 

For that reason, investment insurance is more of an international policy calculation than an 

economic strategy.  

The last governmental method of supporting FDI abroad is to defend MNCs from host 

country expropriation. This is both a policy responsibility as well as a method to protect the 

profits earned from international trade and investment. (The assumption here is that this trade 

results in the growth of the home country’s national economy.) The fear of investment and 

property seizure is a major determinant on whether an MNC chooses to operate in a particular 

location. As in the case of ITT, when large investments such as the building of factories and 

mines are already made in the host country, MNCs often have little recourse beyond lobbying 

their home country to intervene. (The MNC could threaten to leave their host nation, taking 

local jobs and other economic benefits with them. However, most host countries would call the 

bluff, aware of the un-recoupable investments that the MNC would lose if it left.) In an effort to 

help American MNCs abroad, the American Hickenlooper Amendment of 1962 called for the 
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end of bilateral aid to any country that expropriates private property without adequate 

compensation (29). However, the spare application of such laws as well as their varying 

effectiveness once applied often requires corporations such as ITT to work more strategically 

for support from the United States government.  

Notably, Moran believes that contrary to its interest in promoting national economic 

growth, the United States has made no attempt to use FDI support to improve its own 

economic welfare (31). He maintains that besides the handful of outliers, the lack of 

coordinated effort from nations to support their own MNCs for monetary gain or other 

purposes is internationally standard (40). This means that collusion that does occur is often 

made through back door deals that are difficult to track. Although the bulk of Moran’s research 

on multinationals culminated in the 1980s, the lack of findings to the contrary since suggests 

that his theory is still relevant. That is, nations do not appear to have clear plans to use 

relationships with MNCs to further the economic interests of that same nation. (This lack of 

intervention in FDI is in strong contrast to the world’s rich history of tariff and subsidy support 

regarding international trade.) It is unclear what accounts for the limited profit-motivated 

governmental interference in the case of countries like the United States which do not shy 

away from other opportunities to intervene, such as in foreign civil conflicts. There are, 

however, the following four indirect economic bonuses to nation states that are worth 

discussion. 

The benefit of the decreased cost of goods via decreased cost of production: 

MNCs expand to foreign countries not only to increase holdings and markets, but also to lower 

their production costs. The resulting decrease in the quality of the output is often passed on to 



15 
 

consumers and governments of the MNC’s home country. Naturally, raising the real income and 

living standard of a country’s citizens can be an effective way for governments to raise 

economic welfare. 

The benefit of the decreased cost of goods via domestic competition: 

Another potential economic incentive for governmental involvement is the effect of MNC 

holdings on the domestic market. Domestic anti-trust suits involving MNCs are meant to 

improve the nation’s economy. For example, an FTC ruling that a firm must split up its domestic 

and international holdings in order to create domestic competition should result in lower local 

prices of goods that an MNC sells (28). This cost savings can increase the standard of living for 

the home government’s citizens as well as provide incentive for them to spend more and boost 

the economy. 

The benefit of the access to affordable raw goods and natural resources on a country’s 

economy: 

When a population has affordable access to basic goods such as gasoline, the standard of living 

in a country increases and the cost of living decreases. Governments also directly benefit from 

access to these imported resources for their fighter jets, aid programs, and infrastructure 

projects. These vital assets are often collected and refined by MNCs in the countries where the 

resources are found. For example, telecommunications consumers in the United States directly 

benefited from ITT’s cheap access to Chilean copper just as Ford Model T consumers could 

afford their newfound freedom on America’s highways due to Ford’s ownership of rubber 

plantations in Brazil.  
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The economic benefit of reducing local pollution and land use when moving industry abroad: 

The relocation of an industrial or land-intensive MNC to another country provides the home 

country with both a well-being and economic cost savings. Reduced pollution provides savings 

in a nation’s health and waste control costs. Additionally, the availability of land that would 

have been used for the relocated farm or industrial operation can be sold for housing or local 

production, or use in higher-skilled businesses. These different uses also raise economic welfare 

as they provide potential opportunities for higher-skilled jobs. 

An important question remains as to whether these economic incentives to the home 

economy are worth the losses. During the last two decades, much attention has been paid to 

the loss of American and European manufacturing jobs to overseas operations. Indeed, studies 

of globalization often point to the continued movement of low-skilled jobs from one developing 

country to another slightly less developed emergent country. In this global cycle, commonly 

referred to as “the race to the bottom,” countries compete to lower environmental regulations, 

corporate taxes, and other popular standards in order to attract more MNCs to their region. 

Furthermore, the increase in foreign investment suggests a decrease in domestic investment, 

assuming that the resources available to spend are stagnant. In this case, the net benefits to the 

domestic economy would be greater from direct domestic investment as opposed to the 

periphery benefits of foreign investment. All in all, the conclusion on whether a particular  

MNC / nation state relationship pays for both actors would be at best subjective. 

Conclusion: 

 The relationships between a nation state and the MNCs based in that country are as 

important as they are complex. Citizens in most societies hold differing expectations for their 
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government and local for profit businesses and expect a healthy distance between the internal 

operations of each. In other words, the government is meant to protect its population from 

internal and external actors while businesses are expected to make money in the most 

responsible manner possible. Therefore, when MNCs and countries engage in collusion, the 

perceived barrier between them is disturbed and should be justified in some way. This 

responsibility mostly falls to the government both because it has a certain amount of power 

over the industries and because it is expected to look out for the best interests of its citizens. In 

the case of Chile, both the United States government and ITT retreated victorious. In the final 

analysis, we have discovered in this paper that the economic payoffs to the multinationals are 

typically direct while economic benefits for the countries and its inhabitants are more likely 

fringe and therefore difficult to measure. Ultimately, when making decisions on whether or not 

to collude with a MNC, nation states appear to prioritize their political strategy over any 

potential monetary incentives. 
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