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The ability to minimize the effects of external shocks

fundamentally depends on the implementation of a series of

countercyclical policies

• Fiscal rule applied since 2001 that detach spending from

cyclical income

• The Central Bank is autonomous and highly credible

• A competitive exchange rate thanks to our flexible exchange

policy and fiscal prudence that allow us to absorb external

shocks

• Strict financial regulations (SBIF, SVS, SP) give us a solid

financial system
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• Chile’s fiscal policy has been built on the concept of a central

government structural balance (reflects the medium-term fiscal

outlook).

• Structural balance concept involves estimating the fiscal income

that would be obtained net of the impact of the economic cycle,

and spending only the amount that would be compatible with

this level of income.

• Structural balance indicator nets out the cyclical impact of three

variables:

– economic activity

– copper price

– And molybdenum price
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Fiscal income from copper and price of copper, 1987-2008

0

50

100

150

200

250

300

350

0

1,000,000

2,000,000

3,000,000

4,000,000

5,000,000

6,000,000

7,000,000

8,000,000

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

P
re

ci
o

d
el

 c
o

b
re

  
(U

S
 c

 p
o

r 
li

b
ra

)

In
g
re

so
s 

C
o

b
re

)

CODELCO Tributación Mineras Precio Cobre



The structural surplus rule ensures that all extraordinary income 

from copper sales and taxes are saved

Fiscal Balance (% GDP)
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Thanks to the structural surplus rule, Chile has become a net creditor 

Public Debt (% GDP)
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Gross public debt fell from 45% of GDP in 1990 to 4.5% in 2008

I. FISCAL RULE



The external crisis caught us with our work well in order,

especially in fiscal terms

• Chile faced the crisis with own resources, thanks to the savings

accumulated in bonanza years: 42 billion dollars between 2004

and 2008

• At the beginning of the crisis, Chile had accumulated more than

20 billion dollars (7% of GDP in 2009) in two Sovereign Funds

(Pension Fund and Economic and Social Stabilization Fund).

• These funds were prudently invested. The Chilean funds have

not had losses during the crisis, while most of the other

sovereign funds in the world have lost value
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Chile is one of the world’s most active economies in its combination of

countercyclical policies
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Monetary impulse (variation in monetary policy rate) and 2009 fiscal 

year (% GDP)
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• Coordinated measures taken by the Finance Ministry and the Central

Bank to mitigate the liquidity restrictions during the fourth quarter,

2008.

• Opportune, massive, and transitory fiscal spending package

– The magnitude of the fiscal package was proportional to the size of the

shock.

– The 2009 fiscal impulse (reduced tax collection and increased spending) is

similar in magnitude to the decrease in value of exports.

• Fiscal spending is highly concentrated in investments. Of the US$4

billion (2.8 % GDP) fiscal package signed in January:

– US$1,741 billion is earmarked for public investment (Codelco,

infrastructure and municipalities)

– US$1.108 billion is for tax cuts to stimulate private investment (stamp tax,

monthly partial tax payments and forest industry).

– Part of the rest is for direct transfers to low‐income households
11
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II. FISCAL STIMULUS PACKAGE

US$ millions % GDP

Additional Public Expenditures 1,485 1.0%

Tax Reductions 1,455 1.0%

Capitalization CODELCO (US$1.000 millions) y 

CORFO (US$100 millions) 1,100 0.8%

4,040 2.8%
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US$ Millions 

1. Public Investment 700

2. Special Bonus for Low-income Households 224

3. Employment Subsidy 102

4. Additional contribution to the Municipal Fund 41

5. Improvement forestry tax exemption (DL 701) 20

6. National Subsidy to Public Transports 398

TOTAL 1,485

Additional Public Expenditures
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Public Investments
US$ Millions

1. Housing Investment 300 

i) Protection of the Household Real State Program

ii) Housing Solidarity Funds

2. Urban Investment 200 

i) Urban Roads Maintenance Program

ii) Community based Paved Roads Program

iii) Sub-national Government  Investment 

3. Additional Sector Specific Investments 200 

i) Athletic Facilities and Stadiums

ii) Health Facilities and Public Hospitals

iii) Public Schools and Day Care Centers

iv) Judicial Court Trials Infrastructure

Total 700 
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• Performance Indicators (1993)

• Evaluation of Programs and Institutions:
– Desk evaluation based on logical framework methodology (1997)

– Impact evaluations (2001)

– Agency evaluations (2002)

– Evaluation on New Programs (2009)

• Comprehensive Management Report (1997)

• Management Improvement Programs (1998)
– Basic Framework Program (2001)

– Advance Framework Program (2003) (ISO certification of management systems)

– Framework Program of Quality (2009) (ISO certification of delivery processes)

• Presentation of Programs to Budget (2000)
– Standard format to submit public programs for funding (2005 – 2009)

– Budget Office gives technical assistance

Gradually implemented

III. MONITORING AND EVALUATION 

OF THE FISCAL STIMULUS PACKAGES

Evaluation and Management Control System
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III. MONITORING AND EVALUATION 

OF THE FISCAL STIMULUS PACKAGES
Programs and Agencies to be evaluated are selected with Congress and
included in a Protocol of Agreement.
•Several initiatives of the Fiscal Stimulus Package have been or will be
evaluated in order to know their results and to follow up the introduction
of changes recommended by the external evaluation.
•2010 Protocol includes:
–Urban Roads Maintenance Program
–Housing Solidarity Funds

•The Community based Paved Roads Program was evaluated in 2007.
External evaluators recommended minor adjustments.

Additionally, there is a close monitoring of the stimulus package in terms
of the execution of the public investment and the generation of
employment.
• 79% of public investment was executed by September 2009, favorably
compared with the 74% of 2008.
• Almost 122.000 new employments have been generated monthly.
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III. MONITORING AND EVALUATION 

OF THE FISCAL STIMULUS PACKAGES

There has been a big effort during this administration for increasing the

coverage of the evaluation system.

• 155 programs or agencies are going to be evaluated during that period (1

of 2 programs in the Budget), increasing the scale of evaluations in more

than 30% comparing the evaluations done between 2000 and 2005.

• 12% of the 2005 Budget was evaluated between 2000 and 2005. While

including the evaluations conducted between 2006 and 2009, this

percentage is equivalent to the 34% of 2009 Budget.

Additionally, under the new line of evaluation important policies are been

evaluated from the beginning of its implementation (Ex.: Pension Reform)
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• Chile will have a fiscal deficit in 2009, but it will be equivalent

to only one‐seventh of fiscal savings from 2004 to date.

• In the midst of the crisis, we have capitalized important State

institutions like Codelco, BancoEstado, Corfo, and Fogape for

US$2 billion.

• Additionally, in 2009 we amortized recognition bonds for

US$1.718 billion and other debts and bonds for US$850 million.

• We will emerge from the crisis with a very low public debt and

with the most solid public finances of our history.


