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A Critical Evaluation on the Pension Privatization Reform in Chile

Cho, Young-Hoon
(Assistant Professor, Department of Social Welfare, Dong-Eui University)

According to Neo-liberalism, the privatization of social security systems is pivotal
for a country’s economic growth and the wellbeing of its people, because such
systems hinder the full operation of the market, eventually leading the national
cconomy to collapse. The Chilean case of pension privatization is often cited as a
good evidence for the Neo-liberal argument. Neo-liberalists say that Chile has
experienced a rapid economic growth and retirees have enjoyed a much more
pension payment since the national pension systemn was successfully privatized in
1981.

The primary purpose of this article is to provide a critical review on the results
of the Chilean pension privatization reform implemented in 1981. This study is
intended to give an objective understanding of the reform because the existing
evaluations, particularly those from the neo-liberalism, over-emphasize the bright
sides of the reform. for this purpose, this article will pay a particular attention to the
change in the level of pension payment after the reform.

The conclusion of this study is that, contrary to the argument of Neo-liberalism,
the pension reform has lowered the level of pension payment and, compared to the
old public pension, has made the lives of ordinary retirees less secure.

Reorganization of the social security system is more desirable than privatization as a

remedy for the current problems of the welfare state.

key words: welfare state, social security, neo-liberalism, pension fund, pension

benefit, income replacement rate, administrative costs
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