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 ● The 2024 Codelco–SQM agreement, the �rst major public-private partnership under Chile’s 

National Lithium Strategy, establishes an elaborate and innovative Indigenous bene�t- 

sharing structure, channeling a portion of lithium revenues to Atacameño communities 

and regional development. 

 ● The agreement combines the sector’s two competing bene�t-sharing models through project-

based funds that preserve institutional oversight and a novel intergenerational fund to make 

direct payments to elderly Atacameño bene�ciaries after 2060.

 ● The agreement’s bene�t-sharing design is likely to serve as a model for future partnerships, but 

it also underscores the need for a general legal framework to promote greater consistency and 

transparency in bene�t-sharing arrangements across projects and communities.

In May 2024, Chile’s state-owned copper company, Corporación Nacional del Cobre de Chile 

(Codelco), and the country’s leading private lithium producer, Sociedad Química y Minera de Chile 

(SQM), signed the Codelco–SQM agreement1 to jointly develop lithium operations in the Salar de 

Atacama, an area of Indigenous Atacameño territory, through 2060, with Novandino Litio serving 

as the joint-venture entity responsible for operating the partnership. The agreement, the �rst major 

public-private lithium partnership under Chile’s 2023 National Lithium Strategy, enables Codelco 

to enter lithium operations before SQM’s existing contract expires in 2030 and leverage SQM’s 

operational know-how in the sector. 
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Although the partnership advances Chile’s objective of expanding state participation in lithium 

production and provides the sector with a mechanism for sustaining production at the Salar 

de Atacama after 2030, it has drawn scrutiny over its Indigenous consultation process, which 

is required under International Labour Organization (ILO) Convention No. 169 (C169),2 the 

representativeness of participating organizations, and its implications for the broader political 

economy of lithium and mining governance in Chile. The stakes extend beyond the agreement 

itself, as it could serve as a precedent for future mining projects in Chile and, given the country’s 

position as the world’s second-largest lithium producer, in�uence how similar partnerships are 

structured in other major mining jurisdictions.

Against this backdrop, this commentary explores what is most innovative about the deal’s 

bene�t-sharing design: its balance between two models of �nancial bene�t sharing—the direct 

cash approach and the project-based approach, which has historically characterized much of 

the mining sector’s engagement with local communities through investments in schools, roads, 

clinics, and other community development projects. The agreement establishes a multi-fund 

�nancial arrangement that channels a portion of lithium revenues to comunidades indígenas 

(Indigenous communities) and regional development through �ve mechanisms: a community 

investment and development fund, a broader community development fund, a fund for 

asociaciones indígenas (Indigenous associations), a large-scale projects fund for the municipality 

of San Pedro de Atacama, and an intergenerational savings fund that will make distributions to 

elderly members of the Atacameño community.3 Taken together, these mechanisms represent an 

attempt to combine institutional oversight of project-based bene�t sharing with direct �nancial 

bene�ts while introducing a new mechanism for long-term individual bene�ts.

Chile’s Lithium Sector and the Codelco–SQM Deal

Under the Chilean Constitution, the state owns all mineral resources. Although Chile allows private 

parties to extract mineral resources through a concession system, lithium was excluded from this 

regime in 1979 because it was considered a strategic mineral due to its potential use in nuclear 

weapons. For this reason, lithium may be exploited only by the state, either through state-owned 

companies such as Codelco and the Production Development Corporation (CORFO) or through 

special operating contracts with private or public entities, even though its use in nuclear weapons 

has been of limited signi�cance.4  

By the early 2020s, Chile’s lithium sector remained concentrated in two long-standing producers—

Chile-based SQM and US-based Albemarle—both of which extract lithium from brine deposits in 

the Salar de Atacama and process the material into lithium chemicals at their respective re�neries 

in Antofagasta.5 In 2023, President Gabriel Boric announced a new National Lithium Strategy,6  



energypolicy.columbia.edu  |  3

August 2026

which, among other objectives, aims to expand lithium production, strengthen community 

engagement—particularly with Indigenous peoples—and increase the state’s share of the revenues 

generated by lithium extraction.7 As part of this strategy, and with SQM’s special operating contract 

for its lithium operations in the Salar de Atacama set to expire on January 31, 2030, the Chilean 

government directed Codelco to negotiate a joint venture with SQM. The resulting agreement will 

allow the two companies to continue operations there through 2060. In May 2025, Rio Tinto and 

Codelco also signed binding agreements to form a joint venture to develop and operate a high-

grade lithium project in the Salar de Maricunga, with Codelco retaining majority control. 

Bene�t Sharing with Indigenous Peoples in Chilean 
Lithium Mining 

Historically, direct bene�ts to local communities from lithium mining did not include a share of 

revenues. In the 2010s, a series of agreements changed the relationship between mining companies 

and Indigenous peoples.8 Among the most signi�cant of these was a 2016 agreement between 

Albemarle and the Council of Atacameño Peoples (CPA). For the �rst time in Chile, a private 

mining company committed to making direct, ongoing payments to an Indigenous organization 

based on a percentage of its annual gross sales: 3.5 percent directly to a fund managed by 

the Council, disbursed based on "development plans" drawn up by each community; 3 percent 

distributed in equal shares among all communities; and 0.5 percent allocated to the Council for 

laboratories, monitoring instruments, and administrative expenses, subject to annual independent 

audit.9 Between 2021 and 2023, annual payments under the agreement totaled an estimated 

USD 9,711,230 in 2021, USD 12,056,740 in 2022, and USD 42,031,263 in 2023.10 These funds �nanced a 

range of community development initiatives, including rural water networks, photovoltaic energy 

projects, public lighting, and study scholarships. The relative success of the Albemarle agreement in 

maintaining stable community relations set a precedent that in�uenced subsequent negotiations 

in the Salar de Atacama.

Two years later, SQM renegotiated its lease with CORFO and, as part of the new agreement, 

committed to allocate 1.7 percent of its annual sales revenues to Indigenous communities and local 

governments, along with annual payments of USD 10 to 15 million, scaled to the price of lithium 

carbonate.11 Of that 1.7 percent, the Regional Government of Antofagasta (GORE Antofagasta) 

received 1 percent, a regional productive development program received 0.3 percent, and the three 

nearest municipalities shared the remaining 0.4 percent.12 Unlike the Albemarle arrangement, these 

funds were channeled through government-administered institutions rather than paid directly to 

the CPA.
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Building on this precedent, the recent negotiations between SQM and Codelco included 

consultation with the Atacameño (Lickanantay) people pursuant to ILO C169 to establish �nancial 

bene�t-sharing mechanisms, while also responding to environmental concerns the communities 

had previously raised about the local impacts of lithium brine extraction.13 This process was not, 

however, without controversy. Communities in the southern part of the Salar, located closest to 

the extraction sites, blocked access roads in early 2024 to demand direct participation in talks 

that had previously been conducted through the regional Indigenous governance body known as 

the CPA. Those communities also alleged that some newly created community organizations had 

been formed primarily to secure �nancial bene�ts rather than to genuinely represent territorial 

interests.14 Nevertheless, 51 representative Indigenous organizations,15 including members of the CPA, 

eventually participated in the consultation process, which lasted approximately 10 months.16 

The consultation covered draft amendments to the project agreement for the Salar de Atacama 

and the lease agreement for the mining properties, originally executed between CORFO and 

SQM on January 17, 2018,17 which would govern the transition period between 2025 and 2030, as 

well as draft lease agreements for mining properties in the Salar de Atacama and a new project 

agreement for the Salar de Atacama, which would govern lithium operations between 2031 

and 2060.18 The draft contractual arrangements included a range of provisions with potential 

implications for Indigenous communities, including project implementation and technology 

(new production technologies, long-term hydrological balance, clean energy commitments); 

environmental matters (compliance and monitoring); protective arrangements for mining 

claims (restrictions on concession transfers within designated protection zones); and �nancial 

contributions to Indigenous organizations.19

The agreement reached through the consultation introduced a structured, multi-fund architecture 

combining �xed contractual commitments with variable contributions tied to lithium prices. As 

part of this architecture, the agreement also created a new mechanism for direct payments to 

individuals through the intergenerational fund, a perpetual savings vehicle funded by a �xed annual 

contribution of USD 1 million from Novandino. Once the 2031–2060 contracts expire, the fund’s 

investment returns will �nance retirement bene�ts for elderly members of the Atacameño people 

residing in San Pedro de Atacama. The fund has no precedent in Chilean mining.

Financial Bene�t-Sharing Mechanisms in the 
Codelco–SQM Agreement 

The Codelco–SQM agreement created four distinct �nancial bene�t-sharing mechanisms. 

Table 1 details each mechanism, including their name, bene�ciaries, base contribution, variable 
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component, and access mechanism.20 It also presents Albemarle’s existing bene�t-sharing 

arrangement for comparison. 

Table 1: Summary of the Codelco–SQM Agreement’s bene�t-sharing funds 

 

The four mechanisms combine �xed transfers with variable contributions tied to lithium prices 

and other performance-based criteria.21 Disbursements from Funds 1, 2, and 422 remain project-

based, meaning that resources are channeled through community-approved proposals rather 

than provided as unconditional transfers, which preserves institutional oversight over their use. 

By contrast, the intergenerational fund makes direct individual payments to elderly members of 

Atacameño communities after 2060. This mechanism represents a signi�cant shift in bene�t-

sharing arrangements toward direct compensation to individuals.

The full contractual details for each fund, including contribution formulas, distribution rules, and 

Fund Bene�ciary
Base  
contribution

Variable  
component

Access  
mechanism

Fund 1: 
Community 
investment and 
development

Atacameño 
communities 

USD 10–15M/yr 
(price-linked) + 
USD 1M/yr �xed

0.1% of annual 
sales (no cap)

Project-
based (via a 
collaborating 
organization)

Fund 2: 
Community 
development 
projects

Atacameño 
communities 

For 2025–2030: 
USD 8M/yr 
(price-linked) + 
USD 1M/yr �xed. 
For 2031–2060: 
8–13M/yr (price-
linked)

For 2031–2060: 
0.1% of annual 
sales (no cap); + 
USD 5M/yr if price 
of lithium >USD 
23k; + USD 5M/yr 
if price of lithium 
>USD 28k

Project-
based; 60% to 
communities 
within 60 km

Fund 4: 
Indigenous 
associations

Indigenous 
associations 

USD 2M/yr 
guaranteed min. 
+ USD 500k/yr 
operating costs

0.13% of annual 
sales

Project-based; 
40% to water-
rights holders, 
60% to others

Intergenerational 
fund

Atacameño 
individuals 
(retirement 
age, post-2060)

USD 1M/
yr (capital 
preserved in 
perpetuity)

Investment returns 
only distributed

Individual 
payments 
eligibility post-
2060

Albemarle (for 
comparison)

Council of 
Atacameño 
Peoples (CPA)

3.5% of annual 
gross sales

None (�xed % of 
revenue)

Direct to fund 
managed by CPA
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access mechanisms, are provided in the following text box.

Fund 1: Community Investment and Development Projects

This fund �nances investment and development projects that promote the sustainable 

development of Atacameño Indigenous communities.23 Contributions include:

 ● USD 10–15 million per year, indexed to the price of lithium carbonate. The contribution is set at 

USD 10 million when the price is below USD 4,000 per metric ton, increases proportionally as the 

price rises above that threshold, and reaches a ceiling of USD 15 million when the price equals or 

exceeds USD 10,000 per metric ton.

 ● 0.1 percent of annual sales of all products derived from the Salar’s brines, with no cap, added 

during consultation.24 

 ● USD 1 million annually, added during the consultation.

Resources from this fund are distributed through community-approved projects rather than directly 

to individual community members. Community members seeking direct support must submit an 

eligible project proposal, which is then reviewed by CORFO and approved through a structured 

evaluation process. The distribution of funds across communities follows a formula established in 

an earlier consultation process25: 50 percent is distributed equally among eligible communities, 40 

percent is allocated proportionally to each community’s registered member count, and 10 percent 

is allocated based on the communities’ proximity to extraction operations.26 

A collaborating organization will maintain a permanent presence in San Pedro de Atacama 

to support communities in designing and submitting eligible project proposals. Novandino will 

select its members from a shortlist proposed by CORFO, with one nominee designated by the 

communities themselves.

Fund 2: Community Development Projects

This fund is directed to the same communities as Fund 1 and �nances initiatives, projects, and 

programs for the development of the Indigenous communities in accordance with the “life plans” 

they designed and approved. Contributions are structured as follows:

 ● For 2025–2030, USD 8 million per year, plus 1 million per year added during the consultation.

 ● For 2031–2060, USD 8–13 million per year, depending on the lithium carbonate price; an 

additional USD 5 million per year when the price exceeds USD 18,000 per ton; and 0.1 percent of 

annual sales.
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 ● USD 1 million per year �xed, added during the consultation.

 ● An additional USD 5 million per year when the price exceeds USD 23,000 per ton, and another 

USD 5 million per year when the price exceeds USD 28,000 per ton, both added during the 

consultation.

Communities may access these funds through eligible project proposals, with payments made 

in accordance with the life plan approved by the community assembly. A geographic allocation 

rule applies: 60 percent of the fund is reserved for communities located within 60 kilometers of 

Novandino’s main operations, while the remaining 40 percent is reserved for communities located 

farther away. Within each allocation, 15 percent is divided equally among eligible communities, and 

85 percent is allocated based on the number of community members.27 

Fund 4: Indigenous Associations

This fund is directed exclusively to Indigenous associations and �nances projects aligned with their 

founding statutes.

Key features include:

 ● Contribution: 0.13 percent of annual sales of all products from the Salar’s brines, with a 

guaranteed minimum of USD 2 million per year, plus USD 500,000 annually for operational costs, 

including a technical support organization.

 ● Distribution: 40 percent is allocated to water rights holding associations, while the remaining 60 

percent is allocated to other associations.

Intergenerational Fund: Long-Term Savings for Elderly Members of 

Atacameño Communities

This fund was introduced during the consultation process and did not appear in the original draft 

contracts. It includes the following key features:

 ● Contributions: USD 1 million per year from Novandino over both contract periods (i.e., through 

2030 and 2031–2060).

 ● Purpose: Capital is preserved in perpetuity, while investment returns are distributed as individual 

payments to eligible bene�ciaries, functioning in e�ect as a pension mechanism.

 ● Bene�ciaries: Atacameño individuals who reside in the commune of San Pedro de Atacama and 

reach legal retirement age after the contracts expire in 2060.



 8  |  energypolicy.columbia.edu

August 2026

 ● Administration: The fund is administered by an institution selected through a public tender 

process designed to prioritize guaranteed minimum returns and low fees.

 ● Design: Within three years of the contract entering into force, Novandino must commission 

a specialized entity to develop the fund’s governance structure, investment conditions, and 

bene�ciary rules.

Conclusion

The Codelco–SQM agreement represents a distinctive approach to bene�t sharing between 

large-scale resource extraction projects and Indigenous communities. Its multi-fund architecture 

combines institutional oversight with meaningful community discretion over the use of resources, 

while the intergenerational fund comes closest to direct payments to eligible community 

members. This approach is likely to serve as an important reference point for future bene�t-sharing 

mechanisms. Given Chile’s position as the world’s second-largest lithium producer, the model’s 

performance will also be watched closely by mining companies and Indigenous communities well 

beyond Chile’s borders.

At the same time, the process of concluding the agreement surfaced tensions between the 

company and the community over environmental and social issues that the �nancial framework 

alone cannot resolve. The presence of large mining operations in Indigenous territory, and 

the prospect of substantial new economic �ows, can reshape relationships within and among 

communities and between communities, companies, and the state, regardless of how carefully 

agreements are designed. 

The agreement’s bene�t-sharing mechanisms are the product of a speci�c negotiation, under 

speci�c conditions, with a speci�c company. While this will always be the case, a better regulatory 

and institutional structure could promote greater consistency and transparency in bene�t 

sharing across projects and communities. As Chile moves forward with additional public-private 

partnerships, including those currently under negotiation for the Salar de Maricunga and Laguna 

Verde—both of which will be exploited through a joint venture between Codelco and Rio Tinto28—

the experience of the Codelco–SQM agreement underscores the need for such a framework.
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