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Chile’s Road to 
Development, 1990–2005 
Lessons Learned 

 
Peter DeShazo 

Introduction 
The nations of Latin America have long sought to rise above the status that has 
often been called “underdevelopment.” None to date has achieved that goal, but 
Chile is close. 

In March 2005, Chile celebrated the fifteenth anniversary of its return to 
democracy. Between 1990 and 2005, the center-left governing coalition 
Concertación por la Democracia pursued political, economic, and social policies 
that have elevated Chile toward first-world status. Unlike other countries in the 
region, Chile’s development has been sustained and broad based. Between 1990 
and 2001, Chile’s per capita GDP grew at an average rate of some 4.7 percent, 
with negative growth registered in only one year, and although the pace of growth 
slowed in 2001–2002, it rose again to almost 6 percent in 2004. During this 
period, the number of Chileans living in poverty was reduced by more than half, 
and extreme poverty declined to 6.4 percent of the population. Unemployment 
was reduced, infant mortality fell, illiteracy shrank to 4 percent, and child 
malnutrition was almost eliminated. Inflation, a perennial curse in the Southern 
Cone, was reduced to 5 percent in 1998 and has shrunk further every year since. 
Tax revenues grew substantially, and the economy diversified, driven by a 
dynamic export sector. In 2004, Chile was in twentieth place in the International 
Growth Competitive Index of the World Economic Forum, besting many 
countries in Western Europe, and placed twentieth in Transparency International’s 
Corruption Awareness Index, two places below the United States and the best 
figures for Latin America. 

There were important political developments as well, above all the 
consolidation of observance of human and civil rights and the accomplishment of 
broad constitutional and legal reforms, including a thorough overhauling of the 
country’s criminal code and judicial procedure. 
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On July 25, 2005, the Americas Program of the Center for Strategic and 
International Studies (CSIS) held an all-day conference to examine Chile’s 
political, social, and economic development since 1990 in an attempt to extract 
“lessons learned” from that experience. The event brought together 10 leading 
experts on Chile from academic, political, and economic fields to identify and 
analyze the factors responsible for unlocking sustained economic development 
and social progress in Chile, including the role of politics, governance, and 
institutional reform. The audience for the event included U.S., Chilean, and third-
country government officials, diplomats, the media, academicians, and 
representatives from international financial organizations, nongovernmental 
organization (NGOs), civil society, and the human-rights community. The 
conference was divided into three panel presentations, each with three 
participants, and a keynote speaker at a working luncheon. 

This report summarizes the work of each of the three panels and the luncheon 
presentation and outlines the conclusions reached under the heading “lessons 
learned.” The purpose of the conference throughout was a practical one, based on 
the premise that every country is unique and that the Chilean case was not being 
proposed as a “model” to be emulated but as a means of identifying variables 
useful for policymakers in addressing challenges to development elsewhere. 
Significantly, there was also broad consensus on several variables that have 
limited or held back Chile’s development and could have a negative effect on 
efforts by other countries to grow their economies in a sustainable fashion. 
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Summary of Presentations 

Panel I: Politics and Governance 
The panel, moderated by Christopher Sabatini of the National Endowment for 
Democracy, examined the political and governance-related variables that 
contributed to Chile’s sustained development. 
 

Genaro Arriagada. Political consultant, former government minister, and 
Chilean ambassador to the United States, Genaro Arriagada placed Chile’s 
political development since 1990 in a comparative framework with other 
countries in Latin America and underscored the important relationship between 
the executive and legislative branches of government in Chile. The state is strong, 
prestigious, and effective in Chile, he contended, in large degree due to the 
effective relationship between Congress and the president. Though Chile’s system 
is clearly presidential, the country operates as if it were a parliamentary republic, 
he stated, with disciplined government parties forming a majority in Congress and 
closely supporting the president, who is seen as both head of government and 
head of state. Congress and the executive work closely together through “a 
network of linkages” that tracks the government agenda closely through the 
ministries and the committees in Congress in a coherent fashion. Although 
Congress clearly has its own prerogatives and influence, the result is a unification 
of political power that serves as an underpinning for the reform agenda of the 
Concertación. Arriagada contrasted the Chilean example of Congress and the 
president working in a consensual relationship with the divided and often 
conflictive relations in other Latin American countries. 

Another strength of the Chilean political system has been the small number of 
effective political parties: “Chile has five and a half parties,” he claimed. What is 
to be avoided is the proliferation of small parties, especially if they are allowed to 
obtain congressional seats through a proportional representation system that does 
not have a cutoff point for minimal support. Arriagada expressed concern that in 
the future the coherence and effectiveness of the state could be weakened by the 
executive not enjoying majority support in Congress, for example a president 
from the center-right Alianza por Chile with the legislature dominated by the 
Concertación. Throughout, Arriagada underscored the importance of political 
consensus within the governing Concertación, but also among all key political 
players in Chile on a joint vision of the key parameters of national economic and 
political development. He also contrasted Chile’s success in structuring political 
power around parties and not individuals, avoiding the personalismo that has 
undercut government effectiveness in other Latin American countries. 
 

Mark Falcoff. Political scientist and author, Mark Falcoff identified several 
“features unique to Chile” that have contributed to Chile’s sustained success, 
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many of them traceable to Chilean history and to Chile’s transition to democracy 
during the waning years of the dictatorship of Augusto Pinochet. 

 The underlying political moderation of the Chilean voting public, which 
Falcoff traced as a historical phenomenon, with the success of the 
Concertación stemming from the gravitation of the Chilean left toward the 
center of the political spectrum. He also highlighted the linkage of formal 
politics in Chile with a “social consciousness” under the Concertación. 

 The rigidity and flexibility of the military government’s roadmap under 
the 1980 constitution, which allowed the opposition to unite to vote out 
the dictatorship through the 1988 plebiscite. 

 The capacity of the left and right in Chile to reinvent themselves. As the 
left became more centrist in order to win and hold power, the right became 
more “viable” by branching out to seek support from nonelite classes in 
Chile. The growth of democratic leadership in the opposition to Pinochet 
during the latter years of the dictatorship, especially the migration of the 
Socialist Party into the camp of social-democracy was a key factor. 

 The period of sustained economic growth that began in 1983 provided a 
strong underpinning to a successful transition and consolidation of 
democracy in Chile. Chile’s military was able to credit itself for promoting 
the free-market economic model that remained in place after the transition 
to democracy in 1990, giving them a “vested interest” in the new system 
and promoting increasingly normalized civil-military relations. At the 
same time, the strong economy allowed the Concertación to make heavy 
investments in the social sector without too much pressure from political 
opponents on the left and right. 

Falcoff predicts that the conditions are in place for Chile to move “from 
strength to strength,” although there are still human-rights questions from the past 
to be dealt with and a need to make improvements in the area of social mobility.1 
 

Carolina Tohá. Current member of the Chamber of Deputies of Chile, political 
leader, and political scientist, Carolina Tohá attributed at least part of Chile’s 
success in achieving sustained growth to historical strengths in Chilean society, 
specifically a longstanding “constitutional tradition,” a “disciplined” political 
elite, a political left with a deeply ingrained social consciousness, and a well-
structured state apparatus, including an effective bureaucracy. This gave the 
country a strong basis on which to build. 

A key element in Chile’s success, according to Tohá, has been the appearance 
of a “post-Pinochet political culture” that transcends political parties or alliances. 
That political culture is marked by a strong commitment to democracy and human 
rights and is characterized by very low levels of political conflict. It is a culture 
that places a high value on “stability,” partly as a reaction to the collective trauma 
suffered during the dictatorship, with high levels of consensus. According to the 

                                                 
1 To view Mark Falcoff’s full text, please go to: http://www.csis.org/americas/050725_falcoff.pdf. 
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norms of this culture, the opposition does not seek to destroy the government, and 
both the government and opposition put a premium on holding social pressure to a 
minimum, with a tendency of the populace itself to hold back protests. Notably, 
this culture is also characterized by realistic public expectations of government 
and politics and considerable lack of confidence in authority or willingness to 
accept government decisions at face value. 

The Concertación, according to Tohá, has been successful in part due to its 
ability to interpret this new political culture. The strengths of the governing 
coalition have been its flexibility, its ability to put a premium on consensus, and 
its limited objectives—based on the understanding that the capacity for change is 
finite. As a result, the Chile of today is vastly different from the Chile of the past, 
transitioning from a “profoundly conservative” country, closed to the world and 
with very high rates of poverty to a nation whose economy is characterized by a 
free-trade regime, where the armed forces are subordinate to civilian control, 
where divorce is legal, and where a woman is poised to be elected president. 

Although stability, consensus, conflict avoidance, and realistic goals have 
promoted the success of the Concertación until now, Tohá warns that the 
governing formula must be “readjusted” in the future. She predicts that the 
Concertación will remain in power, but it must introduce new themes in the 
national agenda, including personal rights, greater concern for the environment, 
decentralization, greater openness in politics, and above all, greater attention to 
improving the quality of education and lessening the broad inequality in income 
distribution that currently marks Chilean society.2 
 

During the question and answer period, panelists further discussed the nature of 
the Concertación as the centerpiece of Chilean politics, arriving at the conclusion 
that there is a “culture of the Concertación” that rewards consensus and seeks to 
hold together bipolar politics in Chile. There was general consensus that a change 
in bipolarity—the competition between center-left and center-right coalitions—
would be harmful to the well-being of the country. The key element in keeping 
the Concertación together remains the Christian Democratic Party’s willingness 
to continue to be a part of the coalition. 

Panelists underscored the importance of transparency and good governance—
that Chile’s tradition of low corruption in government makes the state more 
effective. As one panelist put it, “Chile has a strong state not because it is larger 
but because it is effective.” Panelists singled out the Central Bank (Banco 
Central) as playing a key role in promoting sound macroeconomic policy and 
extolled the importance of its continued independence from the executive branch. 
In general, the power, independence, and effectiveness of state regulatory 
agencies are also key. Concern was expressed that political parties in Chile not 
proliferate or lose their identity; they must stand for something and be seen by the 
public to represent positions. Panelists stated that NGOs cannot and must not 

                                                 
2 To view Carolina Tohá’s PowerPoint presentation, please go to: http://www.csis.org/ 
americas/050725_toha.pdf. 
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replace political parties. One panelist mentioned the change in attitude of the 
private sector in Chile, from nearly constituting a political party in the early 1990s 
to the current position of “gremialismo” (serving as a professional association or 
pressure group.). The panel underscored the importance of the right participating 
actively in all elections and not attempting to block action in Congress. One 
participant claimed that there is “less fear” on the right because of the prevailing 
culture of consensus in Chile. 

Panel II: Economic and Social Factors 
Moderated by Sidney Weintraub, Simon Chair in Political Economy at the 
Center for Strategic and International Studies, this panel examined the economic 
and social issues affecting Chile’s development since 1990. 
 

Harald Beyer. Economist and academic director of the Centro de Estudios 
Públicos in Santiago, Harald Beyer opened his presentation with the upbeat 
comment, “Chile can start to think about being a developed country.” He 
compared today’s situation with the Chile of 40 years ago, the famous “Case of 
Frustrated Development” outlined in the classic study by Aníbal Pinto and listed 
the many accomplishments of the Chilean economy since the return to democracy 
in 1990. Key factors in promoting Chile’s sustained growth include: the autonomy 
and effectiveness of Chile’s Central Bank; the sustained commitment of planners 
and political elites to free trade and economic openness, with Congress strongly 
supportive of free-trade agreements; an institutional environment committed to 
promoting investment; consensus on tax policy, above all a regime that maintains 
an overall level of taxation above the Latin American average but effectively 
enforced and held at a reasonable level (18 percent); public-sector budget 
discipline; a broadly shared commitment to social spending directed at reducing 
poverty, especially in the poorest sectors; and transparency and honesty in 
government. 

While confident in Chile’s future, Beyer pointed out challenges that must be 
overcome in order for the pace of growth to quicken. He highlighted Chile’s 
persistent rates of income inequality and distribution and blamed the quality of 
public education for this phenomenon. The income of Chile’s younger generation 
remains closely linked with that of their parents, an indication of low social 
mobility. High-quality university education for the privileged only reinforces 
these differences. Beyer also signaled persistently low employment rates for 
Chile’s poorest sectors as a difficult problem. The productivity of Chilean 
workers has slowed recently, again concentrated in the poorest sectors with the 
lowest levels of education. The quality of low-cost housing, even if subsidized by 
the government, is very poor, he claimed.3 
 

                                                 
3 To view Harald Beyer’s PowerPoint presentation, please go to: http://www.csis.org/americas/ 
050725_beyer.pdf. 
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Danny Leipziger. Vice president for poverty reduction and economic 
management at the World Bank, Danny Leipziger opened his presentation by 
signaling some of the reasons for Chile’s outstanding economic performance and 
“unprecedented” success at poverty reduction, bettered only by some countries in 
East Asia. They include: consensus on and stable management of the 
macroeconomic agenda; an open trade regime; a dynamic private sector; well-
targeted social expenditures; openness to foreign investment; economic 
diversification; improvements in research and development; and a high-quality 
“economic discourse.” 

Despite this very positive economic picture, Leipziger predicted that Chile 
would not be able to reach OECD status without sustaining a 5 percent growth 
rate for decades. Though Chile has been unusually successful in reducing poverty, 
he predicted that under current circumstances the country could expect only 
“diminishing returns” on further poverty reduction, noting that persistently high 
“pockets of poverty” remain in geographic terms and that high inequality persists, 
despite the important investments made by the Chilean government and private 
sector in steps to reduce poverty. Analyzing the possible causes of persistent 
poverty and a high measures of inequality, he concluded that the poor quality of 
education in Chile and lack of social mobility were key variables in the mix. 
Chile’s overall education statistics are positive, with rising public and private 
expenditure on education (reaching 7.6 percent of GDP—above the OECD 
average), very high levels of school enrollment, and improved attendance at both 
the preschool and university levels. The effect of these investments is not 
apparent, however, with Chilean students scoring very low in standardized testing 
compared to Europeans and East Asians, with especially low scores coming from 
the poorer students attending municipal rather than private schools. He concluded 
that teacher quality is deficient and that school performance is closely linked to 
family income, with income largely determined by a class system marked by low 
levels of socioeconomic mobility. He concludes that “educational segmentation 
(in Chile) perpetuates inequality of opportunity and maintains the high GINI 
coefficient.” What is needed, therefore, is greater equality of opportunity through 
improved educational outcomes, factors that could add percentages to GDP 
growth. He also noted that Chilean investments research and development lag 
behind OECD rates and that the climate for competitiveness will suffer if Chile 
does not make increased progress in creating a “knowledge economy.”4 
 

Rosalba Todaro. A senior researcher and economist at the Women’s Studies 
Center in Santiago, Rosalba Todaro focused her presentation on the issue of the 
role of gender in Chile’s economic development. Like her colleagues on the 
panel, she listed the many economic successes of the past 15 years and added a 
number of advances in gender policy, including: constitutional reforms on the 
status of women; legislation against domestic violence and sexual harassment; 
improvements in access to employment, education, and health for women; and 

                                                 
4 To view Danny Leipziger’s PowerPoint presentation, please go to: http://www.csis.org/ 
americas/050725_leipziger.pdf. 



8     Chile’s Road to Development, 1990–2005 

Chile’s new divorce law. She also praised the work of SERNAM (Servicio 
Nacional de la Mujer), the ministerial-level government office charged with 
advancing women’s issues in Chile. 

Todaro also pointed out areas in which gender-related issues have impeded 
economic development in Chile, specifically high rates of unemployment among 
women, especially the poorest quintiles, and the low pay and poor quality of 
employment in jobs that are often occupied by women. These conditions 
perpetuate poverty and inequality, holding back overall development. She also 
singled out discrepancies in the protection of men and women by Chile’s pension 
system. Many women, she stated, will not participate fully in the system due to 
the fact that they work only part time and have lower wages. As a result, the vast 
majority of persons in Chile who will receive only the minimum pension in 
retirement will be women, again heavily concentrated in the poorest sectors of the 
economy. Productivity, a key factor in Chile’s overall potential for economic 
development, is held back because of the insufficient integration of women into 
the wage economy, their low salaries, the low-quality jobs they occupy, and the 
lack of adequate social protection. These problems must be addressed if Chile’s 
potential economic development is to be realized.5 
 

Discussion in the question and answer period of Panel II focused on key social 
issues, with panelists underscoring the close correlation between skewed income 
distribution and lack of social mobility in Chile. The current Chilean pension 
system, panelists concluded, is not geared to the large numbers of people—many 
of them women and young people—who work informally, do not contribute to the 
system, and can expect little benefit from it. The public sector will, subsequently, 
have to do more to make up the difference in pension coverage, but even these 
greater public expenditures may not improve the lack of social mobility. One 
panelist described public expenditures for higher education as a subsidy for 
relatively well-off Chileans at the expense of the poor. “Technical education,” the 
most common form of post-secondary education among Chile’s less-favored 
economic groups, is seen as a form of “insurance” in life, recognizing that their 
chances of obtaining university-level study is low, even though the number of 
working-class students in Chilean universities is growing. Panelists agreed that 
the main problem in Chile’s educational system is its quality and not its coverage. 

Keynote Speaker: Edgardo Boeninger 
Chilean senator Edgardo Boeninger provided a broad overview of Chile’s 
development since returning to democracy in his keynote address at the 
conference’s working luncheon. Senator Boeninger began by discussing the key 
elements of Chile’s transition from military dictatorship to democracy, with 
special emphasis on changes in the Chilean left that brought it closer to the center 

                                                 
5 To view Rosalba Todaro’s full text, please go to: http://www.csis.org/americas/ 
050725_todaro.pdf. 
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of the political spectrum and the decision of the Christian Democrats to enter into 
political alliance with the newly reformed left. 

From the vantage point of the Patricio Aylwin government, which replaced 
Pinochet in 1990, Senator Boeninger highlighted key decisions and developments 
that contributed to stable government and sustained economic growth in the 
subsequent decade and a half. Some of the most important included: a smooth 
removal of the military from the political arena back to their former professional 
role; the building of a competitive but nonconfrontational political system with a 
level playing field for all; a consensus-based approach to addressing the human-
rights violations of the past; a steady dismantling of the nondemocratic provisions 
of the 1980 Constitution; a consensus decision to keep Chile’s economy on the 
path of openness and free-market orientation set during the authoritarian regime; 
increased social spending combined with fiscal responsibility to curb inflation 
while reducing poverty; support for an independent Central Bank; broad judicial 
reform; a vastly improved infrastructure; modernization of state services, 
particularly Chile’s internal revenue service; an independent civil service 
commission; and a transparent, online system for state procurement. 

Senator Boeninger outlined several overall lessons from the Chilean 
experience: 

 the importance of strengthening independent state institutions; 

 competitive but nonconfrontational politics in which all players are 
confident that an eventual defeat in an election would not threaten their 
existence; 

 the achievement of social peace through responsiveness to the needs of the 
people; 

 continuity and predictability of policy; 

 pragmatic rather than ideological decisionmaking, especially regarding the 
role of the state and markets in determining investments. 

Like other panelists, Senator Boeninger signaled the poor quality of education 
in Chile as a failure of the system and persistent challenge. Other challenges 
included low levels of social mobility and equality of opportunity, poor-quality 
social housing, low funding for research and development, inadequate 
environmental standards, and deficiencies in health care.6 

Panel III: Lessons Learned 
Moderated by Peter DeShazo, director of the Americas Program at the Center for 
Strategic and International Studies, the third panel conducted a broad review of 
the 1990–2005 period and the “lessons learned” from the Chilean experience. 
 

                                                 
6 To view Edgardo Boeninger’s full text, please go to: http://www.csis.org/americas/ 
sa/050725_Boeninger.pdf. 
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David Gallagher. Investment banker, journalist, and board member of the Centro 
de Estudios Públicos in Santiago, David Gallagher outlined the historical 
disadvantages that Chile had to overcome to reach its current state of sustained 
economic and political development, including a strong vein of populism within 
Chile’s traditional democratic politics, long-standing interventionist economic 
policies, and a large gap between the economic expectations of the populace and 
the capacity of the state to promote development. While the military regime that 
ruled Chile from 1973 to 1990 had a far better record in terms of economic policy 
than others in the region, the deep economic crisis of 1981–1982 could have 
undermined confidence in the free-market model had the system not been repaired 
so quickly and had time to work again. 

He listed some of the key successes since 1990: 

 a strong and coherent first Concertación administration under Patricio 
Aylwin that maintained the inherited economic model, supported an 
independent Central Bank, and provided dynamic leadership; 

 the consolidation of a political system based on two electoral blocs; 

 a recognition of the importance of respect for institutions and the 
willingness of the Concertación governments to “let the institutions 
work”; 

 the consolidation under Ricardo Lagos of a “modern left wing” that 
adopted free-market economic policies; such a government, much like that 
of Tony Blair in the United Kingdom, becomes “almost invincible,” and 
this, he stressed, is perhaps Chile’s greatest lesson for the world. 

Gallagher pointed out some of the “time bombs” buried in the Chilean system 
that could undermine its success. One is that the Concertación could lose its 
reformist zeal and become “bland.” A great effort must be made to reform 
education, one of Chile’s greatest weaknesses, he said, along with the challenge 
of overcoming the power of entrenched labor unions. Another concern is the 
electoral system, which currently awards two seats per district. Gallagher favors a 
single winner per district, which he predicted would enhance the legitimacy of 
Congress and undercut the power of party bosses. 
 

Arturo Valenzuela. Professor of government and director of the Center for Latin 
American Studies at Georgetown University, Arturo Valenzuela criticized the 
tendency of explaining Chile’s success in terms of the economic reforms of the 
Pinochet regime. He argued that the tradition of a strong state existed long before 
Pinochet, that the business community in Chile had long been autonomous of the 
state, and that Chile’s democratic tradition was a rich one, borne out by the fact 
that the Pinochet dictatorship could not stamp out the political parties. These 
parties, he argued, have been thoroughly entrenched in the Chilean body politic, 
and while they have evolved, they have been successful because they have 
genuine constituencies and strong appeal. The Concertación was able to maintain 
the economic policies of the military regime not only because the policies had 
worked in Chile while statist models espoused by other regimes in Latin America 
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had failed, but also because of the credibility of the political parties that made up 
the Concertación. 

Valenzuela identified several challenges facing Chile. The Concertación, he 
argued, is the most successful government in Chile’s history, and the challenge is 
how to maintain it and to strengthen democracy and democratic participation. 
Chile must avoid “puntofijismo,” the sort of political arrangement between top 
political forces that dominated Venezuelan politics in the aftermath of the Pérez 
Jiménez dictatorship. The current binominal electoral system should be changed 
because it is undemocratic but a uninominal system is not advisable either; rather, 
he suggests a return to the proportional system of the past but modified to punish 
fractionalization and small party representation. 

According to Valenzuela, the “biggest myth” in explaining the coherence of 
the Concertación is that the electoral system has held it together. Instead, the 
power of the Concertación is based on its consistent majority status in Congress 
and the strength of the legislative branch. Continued political success will depend 
on the continued strength of the Concertación and its commitment to further 
reform. 
 

Paulo Renato Souza. A founding partner of Paulo Renato Souza Consultores and 
a former minister of education with long professional experience in Chile, Paulo 
Souza underscored the importance of Chile’s history and political traditions in 
laying a good foundation for the successes of 1990–2005. Specifically, he 
credited Chile with having a tradition of a strong and effective state, a stable 
bureaucracy, low corruption, and a conservative society. Political parties were and 
remain highly entrenched, with political society divided into three camps, the 
right, the left, and the Christian Democrat center. 

The key to political success since 1990 has been the consolidation of a centrist 
movement around the union of the social democrats of the left and Christian 
Democrats of the center. The Concertación led the fight against the dictatorship 
and process of re-democratization of the country with strong political vision, 
refusing to share power with groups that do not share that vision, and upholding 
the unity of the coalition at all cost. This leads to coherent governance. On the 
economic side, since 1990 the Concertación governments have maintained free-
market economics, pursued free-trade agreements, exercised fiscal responsibility, 
harnessed private investment in the infrastructure, and kept Chile clear of the 
“CEPAL vision”7 that has plagued other Latin American economies. The most 
important changes carried out by the government have been on the social side, 
with an increase in taxes and social expenditures focused on poverty reduction, 
holding down military spending, and encouraging private spending in social 
programs. Chile’s broadening of the educational base and increased spending in 
education should have been expected to produce lower test scores, according to 
Souza, and the fact that this has not happened speaks well for the government of 
Chile’s efforts. Nonetheless, Chilean education still lags behind first-world 

                                                 
7 Comisión Económica para América Latina (CEPAL). 
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standards, and an effort must be made to put students at the center of education 
policy, not teachers. While the GINI coefficient in Chile has not improved, 
Chile’s income-distribution inequality is typical of a global climate of worsening 
income distribution, and poverty reduction has remained constant, so the Chilean 
case should be seen as successful in that light. 
 

The question and answer period following the third panel focused on a broad 
array of conclusions. Valenzuela expressed the opinion that second-round voting 
in order to elect a president if a clear majority is not obtained in the first round is a 
“serious mistake,” because it leads to fragmentation and discourages actors from 
creating broad coalitions before the first round of voting. Panelists also stressed 
the key factors that helped form the successful policies of the Concertación from 
1990 onward: the fact that the economic policies of the 1980s in Chile were 
working, and there was no other successful example elsewhere; that military 
government policies in Argentina, Peru, and Brazil had failed to produce 
economic success; that the Soviet Union collapsed; and that the left in Eastern 
Europe moved toward democracy, eliminating a model for those Chilean 
politicians who hoped to take the country leftward. One panelist described the 
Chilean case as marked by a “virtuous cycle of success” that kept the agenda on 
track, even if there were elements within the Concertación not in full agreement 
with it. Senator Boeninger postulated that only a left-wing government has the 
legitimacy to carry out broad economic reforms, especially when those reforms 
had originally been put in place by a military dictatorship. Panelists concurred 
that the anti-inflation campaigns of Chile’s independent Central Bank were 
essential to the economic success of the 1990–2005 period. There was 
disagreement on Valenzuela’s support for ending the second round of balloting 
for president, with other panelists supporting it as a means of avoiding a weak 
presidency emerging from a first-round plurality. 
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Conclusions: Lessons Learned 
The conclusions reached from the conference regarding the “lessons learned” 
from Chile’s experience between 1990 and 2005 are listed below, broadly divided 
into three categories: political/governance; economic/social; and remaining 
challenges. 

Political/Governance 
 Chile’s development has benefited from a strong state with efficient 

institutions. While these factors were traditionally present in Chile, they were 
strongly reinforced after 1990. 

 The consensual relationship between the executive branch and Congress 
is a key underpinning to the strength of the state. A “shared vision” of 
government and effective coordination between congressional committees and 
executive ministries promotes a coherent and effective agenda of government. 

 The consistent majority of the Concertación in Congress gives additional 
power and prestige to the president, who effectively serves as both head of 
state and head of government. 

 The bipolar political system that emerged in 1990, marked by the 
consolidation of a center-left ruling bloc (Concertación) and a center-right 
opposition alliance (Alianza), has been an important factor in providing 
stability, consistency, and efficiency to government. 

 The maintenance of these blocs (the Concertación and the Alianza) was 
facilitated by the overall strength and high legitimacy of political parties in 
Chile, the avoidance of splinter groups and small parties obtaining 
congressional representation, and a “voting discipline” in Congress, which 
was enforced by the political parties. 

 The emergence of a new political culture in Chile—a “post Pinochet” 
outlook that promotes consensus, political moderation, stability, pragmatic 
decisionmaking, and a commitment to social reform—has allowed the 
government to make substantial investments in the social sector while 
maintaining predictability and continuity in the government agenda. Another 
positive aspect of this new political culture is the emergence of realistic 
expectations among Chilean citizens regarding what government can and 
cannot do and a healthy skepticism that the state will resolve their problems. 

 This culture is marked by an ideological gravitation toward the center, on 
both the left and right of the political spectrum. The consolidation of a social-
democratic outlook among Socialists, a willingness of Christian Democrats to 
participate in a coalition government, and the evolution of the right in Chile 
into the role of loyal opposition that does not seek to block all government 
initiatives are key factors in this process. 

 Civil-military relations have greatly improved, allowing for civilian control 
over the armed forces and a reduction in spending on defense. 
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 The increased independence of key institutions and regulatory bodies in 
Chile has spurred good governance and development. An independent and 
reformed judiciary has played a key role in promoting the rule of law. This 
trend will be further strengthened by the application of a new penal 
procedure code that will add transparency and efficiency to the conduct of 
criminal investigations and trials. The strengthening of Chile’s Civil Service 
Commission (Servicio Civil de Chile) has helped professionalize government 
service. Reforms in government procurement have been an important 
anticorruption and efficiency measure. The country’s improved internal 
revenue service (Servicio de Impuestos Internos) has been a key factor in 
increasing tax collection and providing the state with resources. 

 Government services and practices have become increasingly transparent, 
with a concerted effort to reduce corruption. 

Economic/Social 
 There is broad consensus on the economic development model throughout 

Chile’s political class. All important political players have taken a pragmatic 
approach to economic planning. This translates into support for free trade and 
the liberal economic model in Congress and the executive branch, with a 
shared commitment to promote an environment conducive to market-led 
growth. 

 Economic policy has been consistent over time, promoting an environment 
of investor confidence and stimulating entrepreneurship. “Economic 
discourse” in political and business circles is of a consistently high quality. 

 Chile’s dynamic private sector participates in national affairs as a 
professional group/lobby (“gremio”) rather than an appendage of political 
parties. 

 All governments since 1990 have maintained fiscal discipline because 
political parties are committed to the goal of a budget surplus and keeping 
inflation low. 

 Chile has maintained a reasonable level of taxation—higher than the Latin 
American average but low enough to attract investment and stimulate growth. 
Taxes are more efficiently collected, providing the state with steady resources. 

 There is a firm and consistent commitment to social expenditure aimed at 
reducing poverty and improving the lives of Chile’s least well-off. 
Expenditures have been well-targeted and have come from the private as well 
as the public sector. Targeting spending on Chile’s poorest citizens has helped 
foster social peace in the country, in turn promoting stability and further 
growth. 

 Chile’s infrastructure has improved substantially due to both private- and 
public-sector investment, including the use of toll roads. This has fostered 
export-led growth. 
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 Chile’s independent and effective Central Bank has promoted sound 
economic policies. 

Remaining Challenges 
One of the objectives of the conference was to identify areas in which Chile’s 
progress had been less notable and factors that could limit potential for future 
development. There was broad consensus on several key variables, above all on 
the need for Chile to improve the quality of education, improve income 
distribution, and enhance socioeconomic mobility. 

 Although Chile’s record in reducing poverty is impressive, income 
distribution remains highly skewed, slowing the potential for further 
poverty reduction even as GDP continues to grow. The continuation of 
geographic and sectoral “pockets of poverty” in Chile will hamper labor 
productivity and limit the rate of GDP growth. 

 The quality of education in Chile is low, despite substantial government 
spending to broaden access to public education among the least-privileged 
sectors of society. There is a lack of qualified teachers; municipal (public) 
schools lag far behind private education; and the voucher system has 
encouraged the migration of better-performing students to the private schools, 
broadening the divide between the quality of public and private education. 
Improvement in the quality of education could add further percentages to 
GDP growth. 

 Low-quality education and continued skewed income distribution perpetuates 
inequality of opportunity and a rigid class structure. Inter-class mobility is 
low, putting a brake on overall labor productivity and Chile’s potential for 
becoming a “knowledge-based society.” 

 Chile lags behind in technical innovation and research and development. 
Investment in these areas is low, far below Asian or OECD countries, 
hampering productivity and growth potential. Chilean universities are not 
contributing fully, and there is little coordination between academia and the 
private sector. 

 Although the government has made important investments in improving the 
lives of women, especially those living in poverty, gender discrepancies 
remain in the access of women to employment, pension coverage, and 
opportunity. Such factors hinder productivity and potential socioeconomic 
development. 

 Government must remain dynamic if Chile is to continue to move forward. 
The governing coalition needs to be flexible, increasingly transparent, and 
open to the needs of the electorate. Government must address new themes in 
the national agenda, especially the environment and personal rights. 
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