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ABSTRACT
Purpose
· This chapter is intended to present the onset, evolution and decline of Compañía Minera El Zancudo, considered the largest Colombian company in the nineteenth century. Additionally, the chapter will examine its role in both the development of manufacturing industries and the introduction of modern capitalism in the country. 
Design/Methodology/Approach 
· The case is based on secondary information collected according to a documentary research method in which the authors selected, categorized, interpreted and confronted different sources concerning El Zancudo. 
Findings 
· The inception and evolution of El Zancudo involved local and foreign knowledge, techniques and capital investments that contributed to the company growing to the point of reaching the unprecedented figure of 1350 workers in the year 1890. Its transition from a failed local mine to a prosperous and intricate business group is full of referrals and links to foreign investment, knowledge transfer, industrial development and an orientation towards entrepreneurship that contributed to the understanding of subsequent enterprises not only in the Antioquia region but across the entire country. 
Research limitations/implications 
· This case study was written using limited reliable secondary sources about El Zancudo. Other significant Colombian companies in the nineteenth century (Ferrería de Pacho, Ferrería de Amagá, Empresa Textilera de Samacá and Cervecería Bavaria) and their links to El Zancudo were mentioned but not deeply analyzed in this chapter. 
Practical implications (if applicable) 
· The clear-cut causes that led El Zacudo to close its operations within the first decades of the twentieth century are worthy of discussion, not only by scholars and business practitioners, but also by policy makers in order to understand the phenomenon and possibly prevent existing companies from failing in a similar manner. 
Social implications (if applicable) 
Originality/Value 
· This case brings together the scattered literature on El Zancudo and analyzes the drivers and consequences of both its rise and fall, taking into consideration the specific historical, political and economic contexts, furthermore, it establishes some linkages between this case and other companies under similar situations. 

"The sands of the Porce, Cauca and Nechí rivers are truly made of gold.  Every year, a large amount of gold is extracted from the Valley of Osos and from the nearby mountains.  In one word, there is no stream, creek or river where the most precious metal is not found”
José Manuel Restrepo (1809). 


Introduction
This chapter is intended to examine one of the most interesting Colombian business undertakings of nineteenth century; one of a mountain of veins of gold and silver, El Zancudo Mining Company, which became the largest Colombian business of its era, measured by payroll, with around 1.350 metalworker employees in the last decade of that century. The extent of its staggering rise is all the more noteworthy if one remembers that for the first fifty years of its existence, the company was a purely local initiative from investors located in Medellin and its surroundings.
El Zancudo became one of the symbols of the celebrated Antioquian entrepreneurial spirit, joining the activities of commerce and mining, and running through the first decade of twentieth century up to its closing in 1927. Beyond that, and along with other mining enterprises, it established the foothold for the nascent industrialization of the region by transferring technology to manufacturing at the beginning of the 20th century.
This work is a compendium of the author’s book Schumpeter, de paso por Titiribí (Lopez, Díez, 2012), plus some secondary sources and the largest thesis written on the development of El Zancudo (brought together in three volumes) whose headquarters were located just one and a half hours drive from Medellin, in the near Southwest region of Antioquia, a land traditionally associated with mining, that eventually developed its calling as one of the central points for the country’s burgeoning coffee industry. In brief, this chapter outlines the rise and fall of one of the region’s, and indeed the country’s, key instigators of industrialization and entrepreneurship.
An Approach to the Antioquia Region
The region or province of Antioquia, (today, the Department of Antioquia), is located in central western Colombia and is dissected by two of the three Andean mountain ranges, the Central and the Western ones. Antioquia is a heavily mountainous territory, intersected by several valleys. Three of Colombia’s main rivers cross its path: the Atrato river, in the west, next to the Chocó rainforest on the Pacific coast; to the east, the Magdalena, the country's largest river; and the most relevant river for this region, the Cauca, which has an extension of 63,200 km2 (see map). 
Mountain ranges, valleys, rivers, deserts, jungles, canyons and forests, all come together to paint a picture of the geographical landscape of the region, as historian Juan David Montoya (1988, p.2) relates in the early configuration of the department of Antioquia:   
The land of the prehistoric peoples who inhabited the territory now occupied by the department of Antioquia is huge, beautiful, wrinkled and windy, scattered from the height of the mountains to the lower, warmer areas. A territory for thousands of years has been cultivated with respect and care for numerous people, scholars and workers. 
These 'numerous people' were not that many at first. At the time of the Conquest (1492-1530), there were only 30,000 inhabitants in the region. And if we fast forward to the beginning of the Republic, this population had increased by only three and a half times (105 thousand). Antioquia’s demography suffered a significant change throughout the nineteenth century, passing from 104.253 inhabitants in 1825 to 244.442 in 1851, and 651.497 in 1905. 
Over the span of 90 years (1825-1905), the population of Antioquia increased more than six fold (6.3), or by 525%. At the beginning of the nineteenth century, the population of Antioquia represented 5% of Colombia’s inhabitants, and at the end of the century, it comprised 10% of the country’s population. (Poveda Ramos, 1979, p. 94). 
Before the introduction and popularization of lode mining late in the nineteenth century, historian César Lenis offered an overview of the work occupations and activities of the department (Lenis, 2008a, p. 22):
The people of the province performed various occupations. Farmers, traders, merchants, storeowners, innkeepers, miners, mazamorreros, artisans, among others, met daily tasks that depended precisely on their craft. Miners and mazamorreros, for example, wandered between rivers and streams in search of the coveted metal. The work in the mines of floods was characterized by its difficulty and toughness. [footnoteRef:3] [3:  The term mazamorrero indicates an independent and artisan miner, generally working in streams and rivers.] 

All this took place before Independence and the early configuration of the Republic, processes that brought with them not only new knowledge and technology but also an influx of Anglo-Saxon and northern European immigrants who slowly settled down and pushed forth a technological revolution that would eventually allow the region, especially from the end of the nineteenth century, to lead the economic and productive model of the country, through the alliance set up between coffee and manufacturing. Nevertheless, it was definitely the gold and silver mining industry which laid the first foundations for industrialization. 
The early configuration of the region, due to its abundance of precious metals, especially in places as Buriticá, and rivers such as the Cauca and Nechí, added to the timely elimination of slave operations, a factor which influenced the gradual development of behavior patterns more in kindred with the spirit of Capitalism, represented by the mobility of mining labor and the assessment of independent work (Botero, 1996, p. 4), as well as the management of risks, speculation in mining, and a dedication to commercial activities. In short, an early capitalist ethos in the first century of republican life. 
Just as an example, in the mid-eighteenth century, a hundred years before the abolition of slavery (1851), most African-Colombians, mulattos and mestizos worked freely as independent miners or mazamorreros: “they wandered with high mobility between the mountains and streams of the province” (Lenis, 2008b, p. 109). 
On the way to a form of protocapitalism, one of the most important examples would be Compañía Minera El Zancudo, the subject of this chapter. Which, together with the already-mentioned factors, became an expression of the great development of the vein mining, introducing some key elements into the country: fixed capital, foreign knowledge, innovation, experimentation and ways to constitute, manage and organize enterprises; in other words, fundamental lessons for the predecessors of modern corporations.
Colombia’s political division in 1850
[image: ]
Source: Poveda, 1979 p.118.

From Colonial to Republican Times
In the 18th century, the last of Spanish domination in La Nueva Granada, was marked by the presence of gold, a continuum of the Myth of El Dorado. According to Jaramillo Uribe (Meisel y Ramírez 2015), gold represented, toward the end of 18th century, almost 100% of Colombian exports. And Antioquia, the most representative mining region, was home to 68.5% of mines, estimated by Roger Brew (2000). By the end of the century, in the decade 1780-1790, the region overpassed the other mining districts, the Gran Cauca and Chocó in the Pacific jungle, consolidating a broad domain in gold and silver production.
But along with the production cycle, the phenomenon of diminishing returns was highly evident because of the absence of an appropriate technology and because neither the method of amalgamation nor cyanuric were known, resulting in the dependence on indigenous mining techniques. Hence, the boom of gold and silver exploitation was grounded on new discoveries and the transfer of knowledge brought by foreigners.
The origins of mining in Colombia date back to the early sixteenth century when Spanish conquerors plundered gold from indigenous communities and taught them to wash the sand to find the precious metal (Poveda Ramos, 2002). The governments of La Colonia imposed a mining legislation imported from Spain. At that time, the rivers of Colombia, flowing alongside the three mountain ranges that traverse the country, were filled with grains of gold and silver that could be easily removed. The legislation differentiated between two types of mines: the "real mines" that belonged to the King of Spain, and particular ones that should pay a tax of 20% of their earnings, called "el quinto real" (the fifth royal), to the Spanish crown.
In the late eighteenth century, King Charles III of Spain sent a group of German mining engineers (there were not enough Spanish ones) with instructions to find more gold and silver and to introduce technology into production in order to make it more profitable. Soon after that, Spanish chemist Juan José Elhuyar arrived in Colombia to direct the silver mines in Mariquita, in the province of Tolima, located in the central-western side of the country, where besides modernizing mining production, he was able to work with the known botanist José Celestino Mutis. Between 1810 and 1820, the wars of Colombian Independence forced the closure of many small mines across the country. However, the largest miners, especially those of Antioquia, continued their mining activities and built large sums of capitals, especially due to the benefits of not being required to pay the "royal fifth" to the Spanish crown. Extracted metals were usually shipped and traded in Jamaica in order to buy English products that were highly valued in La Colonia (Poveda Ramos, 2002). 
An Emerging Mining District
In the nineteenth century, the region of Antioquia swaggered onto the national economic scene due to the rapid growth of its mining industry. Both, the process of Independence (1810 - 1819) and the subsequent period of the La Gran Colombia (1819 – 1830), initiated by President Simon Bolivar, set the ground in Antioquia for the arrival of the first non-Spanish European mining experts, primarily English, Swedish, German and French: a set of fifty immigrants according to Roger Brew (2000).
Walter, White, Moore, Johnson, de Greiff, Eastman, Cock, Jones, Haeusler, Lutz, Freydel, Wolff, Gartner and Paschke, among others, became common surnames ever since. This moment of immigration was one of the most important and influential events in the history of mining in Antioquia. The contingent included about fifty experts in mining, roads and mechanics, who managed to not only transferring their technical knowledge but also establish emotional linkages to the point of marrying and having offspring with locals, which influenced the mining companies, production and the mindsets of local entrepreneurs. As Molina & Castaño (1988, p. 110) state: 
Throughout the second half of the nineteenth century a large contingent of technicians and engineers, mainly of German origin, arrived and settled in the district, offering their services and expertise to thriving mining companies in the area. Immigrants, in one way or another, helped transform or alter the old customs of local residents, almost all rural dwellers, whose family economy was based on agriculture and small-scale mining. Titiribí society, which until the midcentury was characterized by the bucolic and appeased habits of peaceful farmers, was not the same society it used to be. 
This immigration was encouraged by the necessity of the nascent republican government to sign concession agreements with British experts in order to operate several mines – e.g. Marmato and Supía, now Caldas, and Santa Ana in the province of Tolima – as a consideration to the loans issued as foreign taxpayers to the Independence process. The province of Antioquia is rich in both gold and silver, and the Cauca River basin, holding 46% of the over 63,000 sq. kilometers available within this province, one of the most productive gold basins in the human history. According to Poveda Ramos (1989), 40% of the 1600 tons that were the national production in the Colonial period, was extracted from the Cauca River.
Although Antioquia had important mining centers as early as the 1530s, from the 1820s immigrants brought new techniques that made the region both strengthen its mining vocation and consolidate itself as a national leader in this industry. In a long-term perspective, it is possible to identify that this region had undergone stages of continuity and discontinuity in mining production. On the one hand, in pre-Hispanic times mining was practiced in different ways, on the other hand, as the Republican period progressed and technological innovations were introduced to mainstream production, the artisanal mining model was partially replaced. 
Antioquia's merchants were engaged in the distribution of goods throughout the country since the eighteenth century. However, from the nineteenth century onwards their businesses became more prosperous, some of them, for instance those of Luis Santamaría and Manuel Vélez Barrientos, expanded their operations to Europe (Brew, 2000). As Molina (1987, p. 4) states: 
Between 1830 and 1850, the prestige of Antioquia as a strong business group was consolidated with an initiative that did not denote class prejudices, especially concerning family lineages.  There was a group of businesspersons that were interested in reinvesting profits rather than accumulating them, they wanted to improve the operation of the mines, establish connections with the Cauca River and finance settlers from southern and southwestern territories to set up foreign trade along with their local investments. 
About 200 people composed Antioquia’s business elite according to Brew (2000). Lawyers, physicians, public employees and entrepreneurs created a very homogenous and endogamous social group that resided mostly in the nearby cities of Medellín and Rionegro. Most of them made their fortunes by trading with Jamaica, England and France in the Independence period. Julián Vásquez, Vicente B. Villa, Mariano Ospina, Gabriel Echeverri and Fernando Restrepo were some of the most well-known local investors. 
Restrepo (1888) argues that the particular and intricate geography of Antioquia, and especially its difficulties in terms of communication with the rest of the country and abroad, drove the region to dedicate its business almost exclusively to mining. Everywhere in Antioquia, from the jungles to the mountains, there were traces of mineral exploitation. Gold was found in diverse forms: in quartz of many different shapes, in veins, in floods, in crystals alloyed with silver, among other ways that both local and foreign miners, technicians and engineers eventually exploited. 
Immediately after Independence, the mining economy was the first to encourage technological advances that would lead entrepreneurs to adapt to the new political and economic conditions. Before the decade of the 1820s, mining production had major technological delays. Still in the subsequent decades, and even for most of the eighteenth and nineteenth centuries, mining in Colombia was still labor-intensive and very limited in technological advances. Nevertheless, after this period, foreign engineers introduced their knowledge and expertise in technical procedures and metallurgy that enhanced production and modernized mining procedures. This change would eventually become a topic of interest for a group of researchers who were mainly foreigners (Parsons, 1997; West, 1972; Brew, 2000; Poveda Ramos, 1981; and Twinam, 1985; among others).
Since colonial times, gold became the main export product of Colombia. In spite of its geographical drawbacks that prevented a more efficient communication with its foreign partners, Antioquia managed to insert itself into the global economy as an independent republic, through mining and the informal and intricate network of roads that allowed a significant amount of incipient entrepreneurs to organize small mining companies and accumulate the capital necessary for the eventual development of banking, transportation and agriculture, among other industries.
Some of these abovementioned authors specifically studied the origin and development of entrepreneurial orientation in the province of Antioquia, as it was somehow more pronounced there than in other places in the country. A common understanding of the phenomenon is linking the entrepreneurial orientation of people from Antioquia to the outstanding mining call that has historically distinguished the region (Poveda Ramos, 1981). Furthermore, Parsons (1997) states that mines of El Zancudo in Titiribí were a major source of pride for the Antioquia region. He also claims that right after the foreign knowledge transfer, local managers and engineers began to run these mines. Meanwhile, Brew (2000) argues that the entrepreneurial orientation that emerged in different social levels was a consequence of the trade, both national and international, originated around the mining industry. 
Additionally, Safford (1977) points out that as people from Antioquia produced most of the gold, and this was highly valued in international markets, they had the opportunity to take over not only the international trade but also the finances of the whole country. Despite long discussions, scholars have not reached a consensus on the origin of the entrepreneurial orientation in Antioquia. For instance, Twinam (1985) argues that it was the geographical isolation of this region, rather than its mining industry, that was key in the inception of the region’s particular entrepreneurial orientation. 
One issue that leaves no doubt is the relevance of El Zancudo not only for the local economy of the late nineteenth and early twentieth century but also in the formation of the identity of local entrepreneurs. In Antioquia, there were mining projects in several sub-regions, particularly in Bajo Cauca, the Northeast, East, the North and even in Valle del Aburrá, however, the most important, prosperous and influential case was undoubtedly Empresa Minera El Zancudo in Titiribí. For Molina & Castaño (1988), a detailed analysis of the company serves as a case study to corroborate the theories about the origin of entrepreneurship in Antioquia, as a means to demonstrate its influence on industrialization, innovation and the introduction of capitalist elements to the region. 
Antioquia´s Political Division 1863-1885[image: ]
Source: Historia de Antioquia, Jorge Orlando Melo Editor, 1988.


Origins of El Zancudo
El Zancudo, located in the southwest of Antioquia, was officially created by the mining businessman and conservative politician Jose María Uribe Restrepo (1790 - 1854) in 1848 with 28 stocks. His main purpose was to exploit the gold and silver deposits using open-pit and underground techniques in Titiribí. At El Zancudo “the most modern techniques in the fields of metallurgy, founding and mining were used” (Molina & Castaño, 1988). According to Molina (2011), when Uribe Restrepo and his partners took over the mine, they implemented an organizational model and a more efficient operating system that quickly started to generate profits. In just a few decades, in the late nineteenth century, the mining holding El Zancudo, as a wholly national enterprise, employed the unprecedented number of 1,350 workers, as well as possessing two foundries and the resources that made it the largest company in Colombia.
In the mid-nineteenth century, mining production in Antioquia experienced a process of transformation and growth due to the elimination of taxes on metals trade by the national government (1851), which added to the global gold rush and the discovery of mines in California and Australia, all of which fomented international interest in gold and encouraged foreign direct investment in Colombia. In 1852, two mining companies were created: Frontino Gold Mine and Sociedad Francesa de Segovia, foreign investments from England and France and in 1855 local entrepreneurs created the Compañía Minera de Antioquia, Molina (1989).
In 1863, Carlos Coriolano Amador (1835-1919), son-in-law of Uribe Restrepo, took over control of El Zancudo, and along with Juan Bautista Mainero (1831-1918), an Italian merchant and second partner in the society, he managed to transform production in the mine by introducing innovations in processes and raw materials by applying German techniques in extraction and smelting. El Zancudo’s value went from $100,000 in 1865 to $4 million in 1881, regardless of its gold reserves, that engineer Robert White valued at $8 million.[footnoteRef:4] According to Molina (1987) in the 1880s, El Zancudo had already become the largest company that had ever existed in Colombia, even larger than Ferrería de Pacho, Ferrería de Amagá, Empresa Textilera de Samacá and Cervecería Bavaria. In 1887, El Zancudo reached a monthly production total of 68 gold and 63 silver pounds, had about 1,200 direct employees, more than 300 mules and about 70 mines in operation. Just to put it in perspective, before the success of El Zancudo, the largest silver mines were Marmato, in Caldas and Santa Ana, in Tolima, the latter employed about 250 workers (Brew, 2000). [4:  In this manuscript the signal $ refers to gold pesos.] 

In 1883, Carlos Coriolano Amador prompted the creation of El Zancudo’s bank that issued its own money to pay bills to workers, contractors and suppliers. The bank was established with capital of $130 thousand in local currency, and had bills in three denominations $1, $0.50, and $0.20. Unfortunately, for Amador’s interests, the bank did not last long; in 1888, the central government, under the administration of Rafael Núñez, banned private banks to issue bills, forcing El Zancudo to terminate its activities as a bank. El Zancudo’s bills were collected and burned in front of the Mayor of Medellín, as a way of ensuring that the money would not be used anymore. 
In the first half of the nineteenth century, El Zancudo had difficulties associated with mining cycles, the mines were becoming less gold productive due to the silver findings deep inside the deposits. However, according to Poveda Ramos (1981), El Zancudo was the richest silver mine in Antioquia in the first decades of the eighteen-century, and after 1830 it began to be one of the largest gold producers in the country. Difficulties related to finding deposits of mixed gold and silver led to foundries such as the one implemented by British engineer James Tyrell Stewart Moore, who originally arrived at Marmato to introduce more modern methods of mining. He worked there until 1831, and later he began working for El Zancudo, where his job was related with silver foundry and other production innovations such as implementing a waterwheel, amalgamation, metal mill pistons and crucibles for melting metals. Another foreign engineer who also contributed to solving the problem of mixed gold and silver was Reinhold Paschke, who set up foundries in Sabaletas, Titiribí. Both foundries were financially supported by wealthy traders from Medellín (Brew, 2000). 
By the decade of 1820, in the beginning of the Republic or ‘Gran Colombia’ project, there were some facts that contributed to the rise of Antioquia as a gold leader in Colombia, even replacing El Gran Cauca as the country’s preeminent producer of gold. Indeed, Antioquia became the producer of half of the country's exportable production. Technological advances in mining, a more independent labor force, and the capitalistic tendencies of the entrepreneurs, all contributed to the growth of Antioquia as a national leader in the production of gold. 
Definitely, the development and introduction of different technological developments related to mills revolutionized mining production in the country. The piston mill, known as Molino Antioquia, was developed by Gregorio Baena in the district of Anorí, in the northeast of Antioquia, in 1842. This mill was made of wood and consisted of four devices for crushing metal (Brew, 2000). The first mill built in accordance with foreign designs and knowledge was the so-called Cornish Mill, which was introduced by Moore in 1830. This mill had the particularity of being made of metal and wood, and run by hydraulic power, not manually as was the Molino Antioquia. The Cornish Mill was widely accepted in the region in the 1830s and was quickly used not only in El Zancudo but also in the nearby districts of Santa Rosa, Amalfi and Remedios.
Several decades later, in 1865, the first version of the so-called Californian Mill was introduced to the local mines. This innovation was eventually brought by American engineers in 1890; this mill was larger than its predecessor and had 30 pistons that allowed it to grind between 4 and 5 tons of raw materials on a daily basis. Almost parallel with the Californian mill, the hydraulic monitor, also known as the Californian monitor, arrived to the country in 1870; this monitor was initially brought to Santa Ana and subsequently carried to Sonsón where it generated great expectation and had a significant impact in the production of a high volume of materials, especially because it allowed for the excavation, transport and separation of large masses of material.
Titiribí, the Hub of the Mining District 
Titiribí is a city in southwestern Antioquia located at 1,600 meters above sea level, bordering the towns of Angelópolis, Armenia, Amagá, Venecia and Concordia. It was founded in 1807 by Governor Francisco de Ayala, originally in the place known as Sitio Viejo, and in 1815 was moved to its current location (Molina & Castaño, 1988). From 1530 and during the Colonial period, Titiribí did not have a significant economic importance to the Spanish conquerors, who were more interested in the mines of Buriticá, Remedios, Cáceres, Zaragoza and the Valle de San Nicolás de Rionegro which represented a territory half way between the influential provinces of Popayán, Cauca in the southwestern of the country and the port of Cartagena on the Caribbean Sea.
Gold was first sought in Titiribí in the late eighteenth century, when the French military attaché, Jean Louis Girardot Bressant, began exploring the area in search of mine deposits (García, 2006). However, it was not until the nineteenth century that the gold potential of the area was discovered and not until 1851, when El Zancudo was founded to become the most productive mine in Antioquia during this century. The first foreigner to originally assess the mineral potential of Titiribí was the French geologist Jean-Baptiste Boussingault, who arrived in the country in 1822 recommended to Simón Bolivar by influential scientist Alexander Von Humboldt, who wrote an enthusiastic letter highlighting Boussingault’s skills and his remarkable expertise that perfectly fit the needs of the country at that time.  
According to Parsons (1997), the newly established society created smelters, new cyanidation procedures, bullets mintage, and other mining techniques that were initially proposed and analyzed by several European engineers and eventually adjusted and improved by local engineers and practitioners. These innovations led to Titiribí mines becoming a very interesting study case not only from the technical point of view, but also from its potential contribution to the entrepreneurial orientation of the inhabitants of Antioquia.
El Zancudo, Remarkable Features and Traits
Some aspects that make El Zancudo such an interesting and influential study case when analyzing the roots of capitalism in Colombia are: the introduction of innovations that surpassed vein mining and marginal modern and pre-modern tillage that was dominant until then across the entire country; the capital provided by traders and businessmen from Medellín and Rionegro that averted foreign investors during the nineteenth century; local leadership for long periods of the productive life of the mine; the implementation of casting and the techniques used to separate gold from silver; and its relationship with Ferrería de Amagá, founded with State privilege in 1864. All this made El Zancudo become a "hotbed of technical innovations" (Brew, 2000, p. 118) and "the archetype of the great mining establishment" (Mejía Arango, 2007, p. 14), which subsequently influenced coffee production and the industrialization of Antioquia in the twentieth century.
Thus the capitalist rationality and technological upgrading in manufacturing from the early twentieth century, especially after the Thousand Days' War (1889-1902) in Antioquia, were preceded and influenced by El Zancudo. For instance, Molina (1998) argues that these mining companies set the groundwork and established the basis of systematic and rationalized administration that looked for the maximization of profits; a new approach for the nascent industry in Colombia. These mines, in addition to the ones of Marmato, Supía, Anorí and Amalfi represented the very foundations of capitalism based on the extraction of raw materials that persists in Colombia until today. Titiribí was a school of modernity, innovation, development and capitalist orientation.
El Zancudo had a spectacular regional appreciation during the nineteenth century. According to Brew (2000) in 1824, local investors Juan Manuel Restrepo, Sinforoso Garcia and Antonio Mendoza calculated El Zancudo’s value at $2,000; later, in 1886 an American company assessed its value at $4 million and eventually in 1898, the main shareholder Carlos Coriolano Amador calculated its total value at $ 5.6 million. During the first half of the nineteenth century, the mining state of the art did not allow for the full exploitation of the productive potential of the mines; technical precariousness ensured that these mines were not efficient enough for the utilization of gold and silver. However, there were two key technical innovations that made El Zancudo gain national prominence and become a leader in such mineral extraction: the pistons mill in the 1820s and the modern smelter in the 1850s.
Although El Zancudo mines began to be exploited in 1793, technical difficulties ensured that these early attempts were destined for failure, and as such, ownership in these mines changed frequently: three times between 1793 and 1828, on each occasion the mines were sold very cheaply. According to Brew (2000), one of the most difficult technical problems to solve was that in the deeper deposits at the mine, which were expected to be full of gold, there was actually more silver than gold, and as this metals had a high sulfur content, it was not easy to separate them, a process necessary to ensure that the mines were economically productive. Silver production was only feasible when they established a foundry between 1851 and 1864. 
Due to the implementation of new technologies and the transfer of foreign know-how, vein mining had an unexpected boom in Antioquia during the nineteenth century. In 1837 it was estimated that less than 10% of the mines of Antioquia corresponded to this technique, while in 1871, approximately 25% of the mines in the region used vein production. Nevertheless, placer mining was still dominant, covering 75% of all production in the region, boosting the trade and proliferation of the so-called mazamorreros, artisanal miners that used trays to extract gold from the beds of rivers and streams.
La Hacienda de Fundición de Titiribí (HTC), Founded in Sitio Viejo by Tyrell Moore in collaboration with English businessman John Richard Powles, represented an investment of $600,000. Although HTC was conceived as an independent company of El Zancudo, its  creation and activity were completely dependent on these mines (García, 2006). Another smelter, the one from Sabaletas, was created by the mining labor union in 1863 with the help of German Reinhold Pashke. The creation of the smelter in Sabaletas signified El Zancudo’s entrance into capitalism, especially, because it meant the placement of innovation and productivity as the centers of production. Technical advances drove financial awareness and profit looking. The organization of specialized miners, plus the focus on productivity, and the establishment of free competition helped El Zancudo to become a symbol of national industry in the second half of the nineteenth century.
Most scholars who have analyzed El Zancudo have referred to the company as the largest business empire of Colombia in the second half of the nineteenth century. Brew (2000, p. 127) refers to this mine as "the largest national capital of the west of the country and perhaps all of Colombia". Moreover, the above is confirmed if the number of employees is taken into consideration: 1,350 employees in the year 1890 in all units as reported by Carlos de la Cuesta, cited by Restrepo (1888). A number of employees, greater than 1,000 workers, remained for more than two decades, until 1912. This information is especially significant when comparing El Zancudo to all the other companies in Antioquia in the first two decades of the twentieth century, none of whom had more than 300 workers at any given time. 
In 1890, the 1,350 employees of El Zancudo comprised 820 operators working directly in the mines, plus 530 operators who worked on reducing minerals. In addition, its most important mines, El Cateador, Los Chorros and El Zancudo covered a total area of 55 hectares. According to Restrepo (1888), around the year 1885 the company Ingersoll Rock Drill Company from New York, provided an air compressor that worked with the Pelton system and allowed for the speeding up of the perforation of galleries. This new compressor developed a force of 90 horsepower with a water column 70 feet high and 6,500 liters of water per minute.
In 1898 El Zancudo had an unexpected setback that Molina (1987) attributed to the dormancy of partners like Carlos Coriolano Amador and Juan Bautista Mainero, who perhaps blinded by  disproportionate profits in previous years, neglected not only the management of the mines but also the assembly, exploration and reserve funds to deal with emergencies. In those days the Amador Uribe Family, that was on a trip in Europe, created Compañía Unida de El Zancudo to face the contingency. This new joint-stock company was created with contributions represented in half of El Zancudo, Sitio Viejo and Sabaletas, as well as a set of other mines in Titiribí and Corcordia. 
Legacy from the Administrative Perspective
El Zancudo was also relevant in its role as a human resource enabler. Its employees received a rigid and strict training, all the way from the smelters to the mines. Many former employees looked for better salaries in other parts of the country (Medellín, Marmato and Valle del Cauca among other regions), attracted as they were by the high salaries on offer that El Zancudo could no longer afford to pay in the first decades of the twentieth century. El Zancudo, along with the Escuela Nacional de Artes y Oficios (1870) and the Escuela Nacional de Minas (1887) helped ensure that many workers and technicians received the training and expertise which later contributed to the development of other mining regions in the country. 
The development of new production forces, the capital accumulation based on innovation, the introduction of new mining procedures, the creation of new payment means, the cultural assimilation of foreigners, the establishment of commercial linkages between Medellín and Rionegro, the introduction of administrative rationality, and the gradual development of riskier business behavior, all contributed to advance the notion that this company was one of the main pioneers in the introduction of capitalism to the Antioquian region and Colombia in general. 
The engineers of La Escuela Nacional de Minas had a fundamental role in the development of El Zancudo, especially after 1907, when they began to successfully implement Taylor and Fayol’s ideas for improving worker productivity (Molina, 1989). However, despite the efforts of the engineers educated at this school, at the beginning of the twentieth century the mines began to suffer problems in terms of their production and profitability. The increase in silver and the reduction of gold generated production losses that eventually brought about its long agony from 1910 until its definitive closure in 1948 as Molina & Castaño (1988, p. 167) recall: 
Titiribí closed its nineteenth century mining cycle pretty well, although it evidenced some signs of decay, by 1900 it still had the same techniques and the same improvements that were introduced in 1876 and some others applied in the 1880s; in general, it began to display an inevitable eclipse, not of its mining production but of its profits. Large amounts of capital were increasingly needed to extract gold because the prevailing methods used until then slightly became slightly obsolete and ineffective. Exploitation was insisted upon until the 1940s, but it was so poor and rudimentary that it could not even be compared to the harnessing levels a century before. A disastrous setback was experienced in mining. 
The Fall
The lapse from 1900 to 1927 represents what can be labeled as the phase of engineers from the emerging Escuela Nacional de Minas (National School of Mines) in Medellín, who took over El Zancudo with their methods of administrative rationalization, at the time of the origins of so-called Taylorism, which was already being studied in Antioquia by the engineer Alejandro Lopez and his newspaper, La Organización, pioneers in the study of management theories in the country. Lopez was preceded by engineers Juan de la Cruz Posada and Antonio J. Álvarez, and succeeded by engineer Alfonso Mejia in 1920, during the last days of El Zancudo.
The fact that in the new century lode mining excavations at El Zancudo encountered poor minerals, led to the consolidation of metallurgy, due to the exploitation of refractory minerals at the Sitio Viejo smelter, where it was possible to preserve levels of production and productivity through the utilization of gold mixed with silver stone (la pirita). This smelter expanded its operations to four furnaces simultaneously in 1919 (Mayor Mora, 1984). 
Mayor Mora (1984) argues that during the managing period of engineers from the Escuela de Minas, a real 'administrative prodigy' was possible due to the implementation of management theories to the mining procedures. Nevertheless, Molina & Castaño (1988) argue that this idea is both unfair and exaggerated because the introduction of the Taylorist approach did not overrule the presence and relevance of empirical rationality that was essential for the company to behave with good standards and profits for half a century, before the arrival of these engineers. This was the period in which El Zancudo developed procedures and techniques based on empiricism rather than on management theories. Nevertheless, the results displayed by Lopez and the engineers who succeeded him are widely recognized in the vast studies of Molina and Castaño (1988).
One relevant question is how they obtained this new rationalization. According to Mayor Mora (1984), the arrival of engineers, and especially the leadership of Alejandro Lopez, who managed El Zancudo from 1907 to 1920, also coincided with the arrival of statistics and sophisticated productivity indicators. This added to a reform of the accounting model, the introduction of financial statements and the establishment of new production methods based on new information, leading, collectively, to a notable extension of the firm’s existence. However, in the decade that followed the arrival of Lopez, gold production in local currency fell by 42%, from $ 59,500 in 1907 to $ 34,400 in 1917, which brought about a downsizing of staff by a third.
In 1907, upon his arrival, López led a series of changes that generated a new phase for the company, a stage known as the era of the engineers from the local School of Mines. From that moment, "great efforts to widen the scoop of operation of the mines and Sitio Viejo smelter, while they tried to reduce the expenses", accentuating an economy in the expenditure of the company (Molina & Castaño, p. 874). Eliminate the intermediates was one of the most relevant measures that Lopez implemented soon after his arrival; this modification was intended to encourage direct imports within a strict cost management framework. As pointed out by the director himself in one of his reports, the cost per ton fell from $10.90 to $5.72 between 1907 and 1914, which represented a reduction of almost a half (47,5%) of the production cost (Director’s report cited by Molina & Castaño, 1988, p. 875), a figure undoubtedly associated with the new management. 
The special staffing (requirements of this new management model) were in line with the notion of administrative rationality, and even before the advent of human relationship theories, Lopez set up means to overcome the difficulties encountered in production and in the difficult and harsh working conditions of miners, making him a pioneer in methods to improve working conditions. His system went beyond monetary compensation; he implemented a staffing model based on fair treatment for everybody, promotions and better safety conditions. In addition, some pioneering social measures were introduced in the early twentieth century: loans for victims of calamities, health services and the allocation of plots of land for workers so that they could build homes or cultivate subsistence crops. All these measurements aimed at bringing about greater commitment and firm loyalty on the part of the traveling and adventurous blue-collar workers from Antioquia. 
In addition to the above-mentioned issues, there is also a geopolitical element of tremendous impact, the rise of the World War I (1914-1918), back then known as the Great War. This phenomenon created a series of difficulties that either directly or indirectly affected El Zancudo, both the shortage of key source materials as dynamite and cyanide and the low availability of replacement parts (many of which were made in Germany) constituted such a significant liability for the company. Moreover, prices of precious metals decreased, and transportation and insurance cost increased to the point of making the export of gold to Europe unprofitable (Molina & Castaño, 1988). 
Precisely, 1913, a year before the War exploded, represented a turning point in the gold and silver production because from that moment on it started a gradual reduction in the production of both metals in the smelters; a reduction that intensified at the end of the war. The postwar period marked a slight recovery for the industry; in 1919 El Zancudo reached a total production that was worth $287,000, a figure that is almost identical to the one in 1913 (Molina & Castaño, 1988).   
Some modifications were discussed at El Zancudo in the time of the engineers, for instance, the installation of an electric plant (that had been considered since 1906) and the search of a more efficient extraction of concentrated minerals with the introduction of new technologies in which the substitution of the smelters was considered. Clearly, in the two first decades of the twentieth century, the smelters in Sitio Viejo became the business unit in which the profitability of the whole company remained, even until its final collapse. Nevertheless, this new technological revolution demanded a considerable capital investment that the distant partners were not minded to afford. The entrepreneurial orientation of the nineteenth century was slowly fading away as a consequence of the new complex business environment and the scarcity of mining materials. 
The efforts of mining engineers were weakening the expectations, as pointed out by the last directors and managers, who highlighted the role of instrumental rationality in their reports. Engineer Antonio J. Alvarez in his report of 1925, regarding a visit by US mining engineers, warned of the urgent need of a capital investment to make El Zancudo profitable again, as cited by Molina & Castaño (1988, p. 900):  “Being able to keep it [the company] in recent times in this situation is entirely due to the efforts of the administration, followed by all employees, who with their loyalty and selflessness have fought desperately upstream against the disaster”. 
In short, a summary of the causes that led to the end of Compañía Minera El Zancudo, were: the Great War of 1914-1918 and the subsequent depression of the early 1920s, the fluctuations in gold and silver prices; the internal crisis in the country and the evident exhaustion of the mines at the beginning of the twentieth century.  According to the authors that have studied the company, the coup de grace of El Zancudo, was the requirement, made by the company’s French shareholders, of sending over foreign engineers, a policy which helped bring about its collapse in 1927, especially given that at the time, there was already a booming tradition of engineering at the Escuela de Minas in the Universidad de Antioquia ever since 1887.
 But even as no one would notice or even care at the time, the legacy of El Zancudo and its entire industrial establishment eventually became clear, in the nascent industrialization of the twentieth century. Below, a timeline that includes El Zancudo’s evolution and some relevant contextual issues is introduced. 
El Zancudo´s Timeline[footnoteRef:5] [5:  Taken and adapted from different sources, including Molina (2006), López Díez (2012) and Brew (2000). ] 

	1746
	The first gold mine was discovered in Amagá, within the District of Titiribí.

	1820
	During this decade, a set of fifty non-Spanish European experts arrived to the country; primarily English, Swedish, German and French immigrants. 
At the end of this decade, English engineer Tyrell Moore introduced to Antioquia a small mill with four pistons.

	1830
	The Bolivarian project of La Gran Colombia came to an end; a new country, La Nueva Granada emerged. 

	1848
	The period known as the 'gold rush'; generated by the discovery of gold deposits in California and Australia. Large migratory movements and developments in extraction techniques characterized it.
Jose Maria Uribe Restrepo founded Sociedad Minera El Zancudo.

	1851
	The Colombian government eliminated taxes on gold trading.

	1852
	Frontino Gold Mines and Compañía Francesa de Segovia were created. 

	1855
	Establishement of the first laboratory for treating metals in Medellín.

	1862
	Casa de la Moneda de Medellín (Public Bank) was created. 

	1863
	Since this year and until 1867, German geologist Reinhold Paschke managed El Zancudo. The political period of Radicalism began (1863-1886).

	1864
	Creation of Ferrería de Amagá, near Titiribí. 

	1875
	Colombian executive Julián Vásquez and British engineer Robert White founded Compañía Minera de Antioquia.

	1863
	Carlos Coriolano Amador, son-in-law of Uribe Restrepo, took control of El Zancudo.

	1874
	Works on the Ferrocarril de Antioquia (local railroad system) started. 

	1876
	The State of Santander signed a contract for the construction of a railroad intended to connect Cúcuta with Villamizar in northeast Colombia, bordering Venezuela. 

	1878
	El Zancudo produced an all-time-record of 206 pounds of gold worth $ 250,207.

	1882
	El Zancudo founded its own bank, with a capital of $ 130,000, issuing bills of $ 1.0; $ 0.50 and $ 0.20.

	1885
	The American company Ingersoll Rock Drill Company provided an air compressor that improved the speed of rock perforation. 

	1885-1886
	Civil war drives the country to the longest period of conservative domain, until 1930.

	1887
	The Núñez Government banned the issuing of currency by private banks. El Zancudo’s bills were collected and set on fire. 
Escuela Nacional de Minas was founded in Medellín. 

	1888
	Carlos Coriolano Amador, with other entrepreneurs, founded the Sociedad Minera del Suroeste (mining society). 

	1889
	Compañía Unida de El Zancudo was created by the Amador Uribe family to deal with the unexpected setback. 

	1890
	During this decade El Zancudo reached the all-time-record of having 1,350 employees.  

	1889
	El Zancudo stock was worth 500 French francs.

	1889-1902
	‘Thousand Days War” in Colombia, a turning point in the history of the country.

	1901-1902
	Both Cervecería Antioqueña (brewery) and Compañía Antioqueña de Tejidos (textile) were originated in the so-called Valle de Aburrá (the valley in which Medellín is located), beginning the period of industrialization.

	1903
	As a consequence of the War, Colombia lost Panama.

	1907
	Colombian Engineer Alejandro Lopez Restrepo became general manager of El Zancudo and managed to overcome many of the problems the company was facing. 

	1913
	El Zancudo stock was worth 330 French francs. 

	1914
	World War I began. Panama Canal started operations. The Railways arrived to Medellín.

	1920
	Configuration of Empresas Públicas Municipales, nowadays known as EPM.

	1926-1929

	Building of Guadalupe Hydroelectric Project, situated nearly 70 kilometers away of Medellín. 

	1930-1946
	Period known as ‘Liberal Republic’.

	1948
	El Zancudo went out of business. 




Linkages with Cross Border Insolvency
The Compañía Minera El Zancudo, along with other mining companies, together with the railroad company (1874) and the rising public utilities companies established at the end of nineteenth century, for instance the Compañía Antioqueña de Instalaciones Eléctricas (1898), all became laboratories of technical and vocational training for engineers. These professionals, in turn, became the most vivid representation of capitalist modernity at the dawn of the consolidation of this mode of production in the region of Antioquia and its role of leadership demonstrated across Colombia, especially in reference to the coffee and manufacturing industries. Today, the only one that still exists from such times is the public utilities company, EPM, considered a multilatina due to its considerable direct investments in Latin America. Nonetheless, at the time, all of the companies previously mentioned were legacies for both the region and the country. And El Zancudo, in particular, was the main instigator of economic and business modernity for a large part of the nineteenth century.
The institutional, structural and environmental factors that contributed to El Zancudo’s insolvency do not differ from the conditions that other companies faced at the beginning of the twentieth century in Colombia and Latin America. Compared to developed regions, Latin American business cycles have been under-researched. Aiofi, Catão & Timmermann (2011) identified business cycles in Latin America across different sectors from 1880 to 2004 and found that volatility is cyclical to a great extent, furthermore it tends to declines when the country is under a more open regime, for instance, in the late nineteenth century and in the 1990s and early 2000s. Volatility within the mining industry in Latin America is less dependent on fixed investment, government spending and monetary shocks than within manufacturing and service sectors. Global factors such as the interest rates and the commodities prices are key elements to explain both regional and national cycles; Aiofi et al (2011) found that these international factors “explain about 40% (post-1970) and 70% (pre-1930) of the common regional cycle” (p. 227), so the remaining percentage corresponds mainly to the absence or existence of local institutions. 
Some scholars argue that although the emerging economies suffer from institutional weaknesses, these liabilities manifest in different ways (Khanna & Palepu, 2010; Wright, Filatotchev, Hoskisson & Peng, 2005), furthermore, Ciravegna, Lopez & Kundu (2014) pointed out that not only scholars but also business practitioners must stop ignoring the context and former cases when studying businesses in emerging markets. El Zancudo case and specially an analysis of the reasons it went out of business, would have contributed to the better performance of companies such as Frontino Gold Mines, Gran Colombia Gold, AngloGold Ashanti, Eco Oro and Leyhat y Aux. Over sixty years after the closure of El Zancudo these companies faced situations that recall the past: volatility of international prices, demand and currencies, lack of local institutions, depletion of mineral deposits, among others. 
For Ocampo (2004), mining sector in Latin America evidenced an increase in productivity in the 1990s associated with reforms, privatizations and better institutions. However, judging from the figures of illegal and failed mining projects in Colombia, the local government proves inefficient to lead mining into social development rather than corruption and violence. Moreover, in Latin America as a whole, mining booms have failed to generate prosperity and development (Clark & North, 2006) especially due to a set of circumstances such as: the participation of foreign-owned companies that repatriated profits to their home countries, the limited and controlled technology transfer that prevented the development of local projects, the volatility of world market prices, the environmental impact of mines, and, once again, the institutional weaknesses (Furtado, 1978; Thorp, 1998). In order to resolve mining conflicts in Latin America, Helwege (2015) argues that institutional changes and environmental monitoring are needed but clearly not sufficient, comprehensive mechanisms intended to amend the deeply rooted social inequalities are a must. 
Colophon: from Colonial Times to Capitalism
[bookmark: _GoBack]The aforementioned capitalist modernity may be interpreted from the English industrial revolution of the eighteenth century as a compendium and confluence of factors, among which the following are worth highlighting: an accumulation of capital; a free labor power or wage-paid labor; a market to supply which is linked to transportation systems — merchant ships at high seas and the introduction of a railroad system —; a machine-based operation as the center of the production process; a lifeless source of energy, primarily coal; the conjunction between science and technology as a primordial chapter of a knowledge economy; and, of course, the entrepreneurial orientation exhibited in forms such as innovation, risk management and the exploitation of opportunities.
Practically all of the above elements were observed as major players in the inception, rise and fall of Compañía Minera El Zancudo, which is what this chapter has presented and discussed. Without businesses such as El Zancudo, the Railroad of Antioquia, Ferrería de Amagá and the first educational institutions oriented to practical and technical training, it would have been almost impossible for modern capitalism to emerge, locate itself and find voice as the predominant social mode of production. This is especially the case if we take into account many of the developments and events of the early twentieth century: the consolidation of the coffee growing industry in western Colombia, the Thousand Days' War, and the emerging manufacturing industries that represented the first phase of the massive production of industrial-oriented consumer goods such as food, textiles, tobacco and liquors.
El Zancudo was such a school, a laboratory and a testing center for scientists, engineers, technicians, unskilled workers, 'practical miners' as they were called then; most of whom were migrants in the early Republican period. Furthermore, El Zancudo trained and educated entrepreneurs with a capitalist mindset, a nascent working class of individuals with experience in handling precious metals; attracted foreign investment, knowledge and expertise and enabled business to be conducted between local and international companies. In the early twentieth century, with the help of engineer Alejandro Lopez, El Zancudo became a new experimental laboratory, in which management theories were tested, leading to new developments within so-called scientific management practices and theories.  
Perhaps, as a final thought, it would be valuable to recall the Chinese saying that asserts that every crisis is also an opportunity. In much the same way, a scarcity of minerals and the gradual declining rate of pure gold found in the mines, along with the other already-mentioned elements, slowly transformed El Zancudo into an industrial-mining complex as illustrated by the picture of the smelter Sitio Viejo, along with Sabaletas.  
A given problem and the confluence of a special set of factors allowed El Zancudo to become one of the largest and most influential Colombian companies of the nineteenth century; a company which could be seen as having handed over the baton to Medellin so that it, in turn, could become the industrial capital of Colombia up until World War II. Perhaps this is the main legacy of Compañía Minera El Zancudo.
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