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Abstract - According to the World Bank, Chile showed a good economic performance between 2000 and 2015, with an 
average annual rate of GDP growth of 3.92% (World Bank, 2015). Factors as the 1980 Constitution, trade liberalization, 
structural reorganization of the state and privatizations were fundamental in the development of the country. Nevertheless, 
social conflicts continued despite the economic perfomance. On one hand, there were student movements, such as the 2006 
“Revolución de los Pingüinos”, which were fighting for a more inclusive education. On the other hand, the creation of the 
Civil Organization "No más AFP" (No more private pensions fund) and its marches, claiming to have a more dignified 
pension system. According to Garretón&Garretón, "Chile [was] facing an incomplete democracy", since the schemes 
governing education and pensions were imposed under the 1980 Constitution (Garretón & Garretón, 2010). As is known, this 
Constitution was adopted under a military dictatorship, but continued in force during democratic regime without major 
reforms. This paper aims to explain the paradox of a country as Chile that enjoyed economic growth and was internationally 
admired, but had to deal with social unrest. In order to reach a proper understanding, the analysis of the structure and modus 
operandi of Chile's public and private sectors will be important. Looking at the public administration, the government aimed 
to initiate the expansion of decent employment, but the results were unsatisfactory. According to the Third Longitudinal 
Survey of Companies (ELE3), MSEs accounted for 44.7% of Chilean companies (Ministerio de Economía, Fomento y 
Turismo, 2015) and, according to the Third Survey of Micro Entrepreneurship (EME3), 26.7% of micro enterprises did not 
pay wages and generated 15.4% of employment in Chile (Ministerio de Economía, Fomento y Turismo, 2014). This would 
mean that there was a fragment of the working population without a proper income. Looking at the business sector, Foreign 
Direct Investment (FDI) played a significant role in the economic growth in Chile (2000-2015). Several authors argue that 
destination and way of managing the FDI made an impact in the economy and social situation. Moreover, actions were taken 
to attract a greater flow of foreign capital and consequently, to attain the positive impacts that these would generate in 
society. In fact, according to the World Bank, FDI increased from US $ 4.8 billion to US $ 20.4 billion between 2000 and 
2015 (World Bank, 2015). However, according to the Central Bank of Chile, between 2009 and 2015 11.87% of the FDI was 
directed to the mining sector and 10.85% to the manufacturing sector (Banco Central de Chile, 2013), and that only 3.8% of 
the total number of employees in Chile were engaged in extractive activities in 2011 (ECLAC, 2013). The public sector 
remained largely unchanged during the period of analysis, regarding issues such as the education and the pension system. 
These two issues were precisely the reasons for the most visible social conflicts in Chile. During 2000-2015, some cases of 
corruption involving leading representatives from both public and private sectors were presented in the media. These kinds 
of problems showed institutional weaknesses and failures in Chilean society. Institutional problems in both sectors added to 
the social conflicts and the cases of corruption would end up showing that the economic development of Chile in the first 15 
years of the present millennium benefited to some, instead, to all. 
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I. INTRODUCTION 
 
The structural changes given in Chile before the 
beginning of the 21st century concerned the public 
and private sector. This allowed an inclusive 
development. Some reforms were the commercial 
opening, the physical and institutional regionalization 
and the privatization of the public companies during 
the Pinochet dictatorship. Moreover, during the 
period of study, Chile had some corruption cases. 
According to Orellana “Though Chile [was] 
considered to be the most honest country of Latin 
America, on having studied thoroughly, it [was 
possible] to affirm that this is a reflection of the past.” 
(Orellana, 2007).  This paper has three sections. The 
first part presents a brief analysis of the economic 
backgrounds up to year 2000. Some reforms given in 
both sectors will be explained. The second part aims 

to present the structural changes and the importance 
of each government in the period of analysis. The last 
part will analyse the modus operandi and the change 
of it throughout the period.  Some preliminary 
conclusions will be presented about how the public 
and private sector in Chile during the period 2000-
2015 enabled or not an institutional architecture for 
managing a good economic performance in middle of 
social unrest. 
 
II. BACKGROUND: STRUCTURE OF PUBLIC 
AND PRIVATE SECTOR (2000) 
 
The dictatorship of Pinochet run Chile 1973 and 
1990. In it radically was applied a model of social 
market economy. The main change during this period 
was the new Constitution applied in 1980. It gave 
priority to the right of property but the recognition of 
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the education, diversity of culture and to the labour 
union strike rights were nearly poor or null 
(Couso&Coddou, 2010, p. 196). At the same time, 
the power of the congress diminished as the power of 
the armed forces increased (Fuentes, 2009, p. 27). In 
terms of public expenditure, by 1972, it was around 
15.69% of Gross Domestic Product (GDP). Seeking 
to reduce these high levels, Pinochet’s administration 
applied a tax reform and a reduction of public 
subsidies in order to reduce the fiscal deficit (Corbo, 
1994, pp. 18-19). So by 1990 it was diminished to 
9.99% of GDP. One of the most remarkable public 
policies in this government was the privatization of 
some state-owned companies in Chile. This caused a 
strong reduction of the public sector personal and a 
considerable reduction of the regulatory function of 
the State (Corbo, 1994, pp. 26-27). 
 
The dictatorship ended in 1990. After 17 years, the 
elections were held and Aylwin (1990-1994) was 
elected democratically. During this new democratic 
government the social programs were a key priority, 
there was an important increase of public social 
expenditure in order to generate an equitable growth 
(Pressacco&Salvat, 2012, p. 95). Later on, the 
government of Frei (1994-2000) continued also with 
the social programs and created a new Ministry, 
named MIDEPLAN, in order to design and manage 
the wide range of antipoverty programs 
(Pressacco&Salvat, 2012, p. 98). 
The given reforms in public and private sector were 
based on the constitutional change of 1980. It 
radically changed the economy model and the 
distribution of powers.For the public sector, the 
privatizations diminished the size of the State and for 
the private sector, the commercial opening allowed 
the entrance of foreign capitals. 
 
III. STRUCTURAL CHANGES DURING 2000-
2015 
 
Public Sector  
Despite all of these democratic changes in Chile, the 
democracy was perceived as partial. There was an 
intermediate level of public support for the 
democracy in comparison to other countries of Latin 
America (Aravena, 2010, p. 17). The main criticisms 
were the progressive fall in the electoral participation, 
the increase of the political dissatisfaction and the 
absence of the alternation in government(Luna & 
Zechmeister, 2010, p. 13). The registered voters as a 
percentage of the population in age of vote 
diminished from 80% to 68% between the elections 
of 1999 and 2009 (Luna &Zechmeister, 2010, p. 14). 
Afterwards, it came the election of businessman 
Piñera and it meant the end of 20 years of 
government of “La Concertación” centre-leftist 
coalition (Aigneren, 2010, p. 10). This fact was 
considered as the beginning towards a more 
democratic country.  

In conclusion, Chile was living an incomplete 
democracy up to the elections of 2010. The election 
of the businessman Piñera was considered as the 
beginning towards a more democratic country. 
Nevertheless, the unchanging expenditure in health 
and education would cause some of the social 
problems during the period of study, like the student 
strike that claimed for a better quality of education. 
This persisted during the second government of the 
La Concertaciónleader, Ms. Bachelet. 
 
Private Sector  
The Chilean economy had a clear trend towards 
sector of services between 2000 and 2013.The 
workers in this sector represented the 62.2% of the 
total in 2000 and 66.2% in 2013 (ECLAC, 2013). The 
manufacturing and agriculture sectors diminished 
their relative participation in employment in the same 
period. These sectors lost their relative importance in 
the employment because they changed from 
repressenting 24.5% to 24.1% and the 13% to 9.2% 
respectively (ECLAC, 2013). On the other hand, the 
commercial sector increased from 19% to 23.3% of 
the total workforce in Chile during the same period 
(ECLAC, 2013).  
 
At the moment to analyse the distribution of 
companies by size and their participation in total sales 
it could be notices that Small Microenterprises 
represented 52.1% of the total business sector but 
they just generated 14.0% of the total sales. In the 
case of big companies, which just represented the 
3.2% in the market, they generated 84.7% of the total 
sales. In conclusion, the heterogeneous structure of 
the Chile private sector was not necessarily fine-
tunned with equal distribution of the economy 
market’s benefits among the different groups of 
people. 
 
IV. CHANGES IN THE MODUS OPERANDI IN 
PUBLIC AND PRIVATE SECTOR 
 
Public Sector  
During the Lagos administration (2000-2006) were 
applied several reforms that supported the economic 
growth. This administration took advantage of a 
favourable economic environment and was able to set 
up diverse free trade agreements with the United 
States and the European Union. Unfortunately, some 
public officials were involved in cases of corruption. 
Among these cases existed some emblematic ones 
such as MOP-GATE, ChileDeportes and Insulsa-
Longeuira. Later on Bachelet (2006-2010) continue 
with the reforms made my Lagos and Aylwin. Her 
special emphasis was setting up a system of Social 
Protection that " (…) directed to the Chilean society 
towards a real Social State of Law” (Concerta2, 2010, 
p. 3). One of the most important institutional change 
fostered by Bachelet was the civil participation, topic 
that was not prioritized by La Concertación 
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previously (Silva, 2007, pp. 89-90).She was 
committed to strengthening the role of society in the 
government, an elemental condition for the correctly 
running of the democracy(Checa, Lagos, &Cabalin, 
2011, p. 39).Unfortunately, cases of corruption did 
not disappear, during these period cases such as EFE, 
PatrimonioPiñera and La Polar, draw the attention in 
media. It is important to emphasyze that during 
Bachelet’s first term in office, a recurrent policy issue 
was the pension system.The citizens perceived that 
private interests had powerful influence on the public 
decision-making.  Afterwards, the election of the 
centre-right leader, Piñera in March 2010 meant that 
“La Coaliciónpor el Cambio” returned to take the 
power after more than fifty years (Quiroga, et al., 
2010, p. 15).Piñera kept some public policies 
designed by La Concertación, but at the same time he 
took new initiatives like the decentralization of the 
public safety policies (Frühling, 2011, p. 117). The 
effectiveness of Piñera administration of facing 
problems of public safety increase citizens’ approval 
which made that an initial 10% in December 2009 
back-up changed into almost 50 % of public support 
in May 2010 (Quiroga, et al., 2010, p. 127). 
Nevertheless, this administration did also face cases 
of corruption. Some members of parliament were 
involved and had omitted commercial information 
(Gestintel, 2015). 
 
Private Sector  
The relative importance of the micro, small and 
medium enterprise increased in the Chilean economy 
between 2000 and 2015 and the government 
supported them across different programs of 
undertaking.One of them was “Chile Emprende”, 
which was oriented to support the search of business 
opportunities for entrepreneurs who came outside 
Santiago de Chile (Goic, 2011, p. 11).It also was 
created “Prochile” in order to improve access to 
international markets of inputs and goods (Poblete 
&Amorós, 2013, p. 103).  
An interesting fact is that the private sectorinfluenced 
the society through the Corporate Social 
Responsibility (CSR). It became “the very first and 
key idea in the speeches of the great business 
community “(Delamaza, 2012, pp. 169-170). This 
sector also perceived corruption cases such as 
Coimas, the MOP-GATE, La Polar, among others. 
 
PRELIMINARY CONCLUSIONS 
 
Chile was characterized by a rapid growth between 
2000 and 2015. The GDP went from US$ 149.412 
billion PPP to US$ 419.387 billion PPP throughout 
the period (World Bank, 2015). This growth was 
accompanied of monetary stability, an increase in the 
exports and imports and an increase in FDI. The 
incidence of poverty index diminished from 20.2 % 
to 14.4 % between 2000 and 2013. Nevertheless, by 
the end of the period of analysis, the inequality level 

was high and this kept from to reach the decent 
employment and the human development of the 
citizens.The Gini index passed from 0.556 to 0.505 
between 2000 and 2013 (World Bank, 2017). 
The most distinguished conflict was generated by the 
student movement of “los Pingüinos”. This conflict 
was looking, among other things, for a more equitable 
access to education with quality.Another important 
topic was the disconformity with the current system 
of pensions.According to Hormázabal "the pension 
funds in Chile have developed a dishonest publicity, 
for more than 30 years, to conceal that they deliver 
very low pensions.” (Hormazábal, 2011). The present 
work concludes, from the point of view of the 
institutional economy, that the public sector and the 
private sector played an important role in economic 
results but lacked changes to face social issues. For 
the case of the public sector, there was no an 
important change in his structure since the 
Constitution of 1980 was kept.ding the changes in the 
modus operandi, the governments supported similar 
objectives.The structure of private sector presented 
shortcomings on the equitable distribution of 
benefits.However, the biggest companies were 
dedicated to extractive activities that could increase 
the inequalities. In sum, the lack of changes in 
structure and modus operandi determined the level of 
conflict in Chile between 2000 and 2015. 
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