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THE EcoNoMIC history of Chile of the past three decades
is one of the more fascinating (albeit dramatic) cases of radical changes in
development strategies and political regimes in Latin America. Central to those
shifts in policy is the role attached to income distribution by the different actors
who led the political and economic changes in Chile during that period. The
explicit quest for redistribution started in the mid-1960s, when a centrist gov-
ernment led by President Eduardo Frei took power under the banner of a “revo-
lution in freedom.” That government introduced gradual changes in the pat-
terns of wealth and income distribution in Chile, through agrarian reform and
expanded social services, within the framework of a developmentalist eco-
nomic strategy. In 1970 a democratically elected Marxist president, Salvador
Allende, came into office promising a radical redistribution of wealth and in-
come in favor of the urban working class and the peasantry.

Redistributing income and wealth and establishing the foundations for
Chilean-tailored socialism (“the Chilean way to socialism’) were the top prior-
ities of the Unidad Popular government. After an initial bonanza followed by
a few years of economic destabilization and acute political conflict, the mili-
tary took power, deposed Allende, and installed an authoritarian regime. The
new regime once again sought to reshape the economic landscape of Chile,
this time along free-market lines. It proposed to tackle hyperinflation and large
macroecononiic imbalances first, as a precondition for the success of its pro-
gram of trade liberalization, privatization, financial sector reform, and labor
demobilization. Income distribution was a lower priority than adjustment and
liberalization.

After the military regime, a civilian government led by President Aylwin
took office in early 1990. The economic program of the new administration
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