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CHAPTER 5

The Chilean Economy in the 1990s:
On a “Golden Age” and Beyond

Andrés Solimano

1. Introduction

Over the past 10-12 years the Chilean economy has expanded at an annual
rate of nearly 7 percent in a dynamic path of output expansion, led by exports
and investment under conditions of declining inflation and domestic macro-
economic stability. This growth path is supported by high rates of national sav-
ings, capital formation, and productivity growth. The current dynamism of
the Chilean economy is a remarkable departure from its own historical record
in which the economy grew at an average annual rate of around 3.5 percent.
The new growth capacity of the Chilean economy resembles that of the East
Asian NICs and provides the foundations for a lasting improvement in the liv-
ing standards of the population and reduction of poverty. This paper interprets
this dynamic period and looks at the role of the human, physical, and social
capital base; the economic reforms started in the 1970s; the private sector re-
sponse to these policies, and the economic policies and the peaceful demo-
cratic transition of the 1990s. The paper highlights issues of social equity, growth
and environmental sustainability, and quality of life that should be part of a
broad development agenda toward the twenty-first century in Chile.

After a brief historical analysis, the paper takes up the record of the Chil-
ean cconomy in the period 1985-1995 in terms of output growth, saving mobi-
lization and rise in investment, external integration, and macrocconomic stabi-
lization. Seven main factors underlying the favorable evolution of the Chilean
economy in the last decade, a sort of “golden age,” are identified. The paper
concludes by highlighting challenges for the future.






