The Chicago Boys and
Chile's Economic
Transformation: Has the
Country Forgotten?

An examination of neoliberal reform, economic development, and
contested memory in Latin America
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Chile Before the Reforms (1970-1973)

Hyperinflation Crisis

Annual inflation exceeded 600% by
1973, eroding purchasing power and
creating economic chaos
throughout the country.

Economic Instability

Price controls, nationalization
policies, and capital flight
destabilized markets and reduced
investment confidence significantly.

Political Polarization

Deep ideological divisions between
socialist reforms under Allende and
opposition forces created
institutional paralysis and social
tension.



The 1973 Coup and Pinochet Regime

Military Seizure of Power

On September 11, 1973, General Augusto
Pinochet led a military coup that
overthrew the democratically elected
government of Salvador Allende. This
marked the beginning of a 17-year
authoritarian regime.

Authoritarian Consolidation

The dictatorship suppressed political
opposition, dissolved Congress, and
banned political parties, creating
conditions for radical economic
restructuring without democratic
accountability or institutional checks.

Economic Opportunity

The military regime provided
technocrats unprecedented authority to

implement sweeping free-market
reforms that would have faced
significant resistance under democratic
conditions.



Who Were the Chicago Boys?

Chilean Economists

A group of approximately 25 Chilean
economists who studied at the
University of Chicago between the
1950s and 1970s through a U.S.-funded
exchange program.

Chicago School Influence

Trained under Milton Friedman and
Arnold Harberger, they absorbed
neoclassical economic theory
emphasizing privatization, deregulation,
and minimal state intervention.

Ideological Commitment

They advocated radical free-market
transformation as the solution to Chile's
economic problems, developing
detailed reform proposals even before
the 1973 coup.



Key Economic Reforms

Privatization Wave

Over 500 state-owned enterprises
were sold to private investors,
including utilities, banks, and
industrial firms.

Market Deregulation

Price controls eliminated, labor
markets flexibilized, and financial
sector liberalized to promote

|/\/‘ competition.

Trade Opening
. e . . Trade .
Privatizatio Deregulatio Liberalizati Private Market
n n on Pensions Forces Tariffs reduced from over 100% to

uniform 10%, exposing domestic
industries to international
competition.

Pension Privatization

Social security system replaced with
individual retirement accounts
managed by private fund
administrators (AFPs).



The Economic Shock Therapy

Rapid Liberalization

The Chicago Boys implemented reforms
at unprecedented speed, arguing that
750 - gradual approaches would fail. Markets
were opened, subsidies eliminated, and
fiscal spending drastically cut within
500 - months.

Severe Short-Term Costs

= The 1975 recession saw GDP contract by
nearly 13%, unemployment reach 20%,

0- -— — __ o . and real wages decline sharply. Industrial
production collapsed as uncompetitive
firms faced sudden foreign competition.
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By the late 1970s, inflation had fallen
below 40% and growth resumed,
validating the technocrats' claim that
short-term pain would yield long-term
stability.



Economic Outcomes: Growth and
Modernization

6.3%

Average GDP Growth

Annual growth rate from 1985 to 1997,
significantly exceeding Latin American
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Foreign Investment

Cumulative FDI inflows during the
1990s, transforming Chile into a major
regional averages during the same destination for international capital in

period. the region.
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Export Expansion

Export values tripled between 1985 and
2000, with diversification beyond
copperinto agriculture, forestry, and
manufacturing.

Chile achieved macroeconomic stability and sustained growth that distinguished it from many Latin American neighbors

experiencing debt crises and stagnation. The country became a model for international financial institutions.



Social Costs and Inequality

Rising Inequality

The Gini coefficient increased
substantially during the 1980s as wealth
concentrated among upper-income
groups. By 1990, Chile had become one
of the most unequal countries in Latin
America, with the top 10% earning over
40% of national income.

Early Unemployment Crisis

Unemployment exceeded 20% during
the early reform period, with poverty
rates climbing above 40%. Many workers
faced job losses as inefficient industries
closed without adequate social safety
nets.

Weakened Social Protections

Privatization of health care and
education created two-tier systems
where quality services became
inaccessible to lower-income Chileans,
exacerbating social stratification.



Human Rights and Political
Repression

The economic reforms cannot be separated from the authoritarian
context in which they were implemented. Democratic accountability
was suspended, dissent was criminalized, and thousands suffered
persecution.

Systematic Repression Economic Reform

Over 3,000 people were killed Under Force

or disappeared, and The absence of democratic

approximately 40,000 were institutions allowed

detained and tortured by the technocrats to implement

military regime between 1973 policies that would have faced

and 1990. significant opposition, raising
questions about legitimacy and
consent.

Contested Legacy

The intertwining of economic success and human rights violations
creates profound ethical and historical tensions that persist in
Chilean society today.




Return to Democracy and Policy Continuity

Authoritarian
Rule

1973-1990:
centralized,
repressive
goaEmRL Ce

DemOCratic
Transition

1990: peaceful
political opening
and reforms

Policy
Continuity

1990-present:
neoliberal
framework with

Peaceful Transition

Following a 1988 plebiscite, Pinochet
stepped down and civilian rule resumed
under President Patricio Aylwin.
Democratic institutions were restored
while maintaining constitutional
constraints.

Economic Model Maintained

Center-left Concertacion governments
preserved the core market-oriented
framework, including privatization, trade
openness, and fiscal discipline, while
implementing incremental reforms.

Social Policy Expansion

Democratic governments increased
social spending, reformed labor laws,
and expanded poverty reduction
programs, reducing extreme poverty
from 40% to under 15% by 2000.



Chile Today: Memory and
Social Mobilization

October 2019 Social Explosion

Massive protests erupted over transportation fare increases, quickly
evolving into broader demands for structural change. Over one
million people demonstrated in Santiago, with protesters declaring
"It's not about 30 pesos, it's about 30 years" of neoliberalism.

Persistent Inequality Critique

Despite economic growth, Chile remains highly unequal, with
precarious employment, high household debt, inadequate pensions,
and unequal access to quality education and health care fueling
widespread discontent.

Constitutional Debate

Protesters demanded replacement of the 1980 Constitution drafted
under Pinochet. A 2020 plebiscite approved a constitutional
convention, though the proposed new constitution was ultimately
rejected in 2022, revealing ongoing societal divisions.




Has Chile Forgotten? Contested Memory and
Interpretation

Economic
Success Narrative

Business elites and
conservative sectors
emphasize growth,
poverty reduction, and
regional leadership as
vindication of market
reforms.

Social Justice
Critique

Progressive movements,
student activists, and
labor organizations
highlight inequality,
commodified services,
and authoritarian origins
as fundamental
problems.

Dictatorship
Memory

Human rights
organizations and
victims' families
maintain strong
collective memory
through memorials,
documentation projects,
and continued demands
for justice.

Generational
Divisions

Younger Chileans who
did not experience the
dictatorship often focus
on present inequalities,
while older generations

emphasize historical
accountability.

Chile has not forgotten—rather, it remains deeply divided over how to interpret and value this contested legacy.



Critical Evaluation: Balancing the Ledger

Economic Modernization

The reforms undeniably transformed
Chile into Latin America's most stable
economy, with sustained growth,
diversified exports, and credible
institutions attracting investment.
Poverty declined significantly under
democratic governments building on
this foundation.

Social and Ethical Costs

Yet these achievements came at
tremendous human cost: political
repression, systematic rights violations,
rising inequality, and erosion of social
solidarity. The authoritarian
implementation raises fundamental
guestions about means and ends.

Ongoing Tensions

Contemporary Chile demonstrates that
economic growth alone cannot resolve
tensions over distribution, access, and

dignity. The 2019 protests revealed that
stability without equity remains fraqgile.



Final Assessment

Chile has not forgotten. The legacy of the Chicago Boys and the
Pinochet era remains actively contested, not buried or resolved.

Economic success coexists with unresolved social tensions and
historical trauma.

The question is not whether Chile remembers, but rather how different
sectors of Chilean society interpret this complex inheritance—as

vindication, as tragedy, or as unfinished business requiring continued
reckoning and reform.
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Discussion and Questions

For Further Consideration

How do we evaluate economic policies implemented under
authoritarian conditions? Can outcomes justify means, or
does context fundamentally shape legitimacy?

What lessons does Chile's experience offer for
contemporary debates about inequality, neoliberalism, and
social protection in democratic societies?

Key Tensions to Explore

e Economic efficiency versus social equity

e Technocratic expertise versus democratic accountability
e Growth metrics versus lived experience

e Historical memory versus forward-looking policy

e [ndividual opportunity versus collective solidarity

Chile's contested legacy invites ongoing dialogue about

development models, democratic values, and the
measurement of societal success.



