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Economic Diversification in Chile

After being a very 
closed economy 
before the mid-
1970s, export 
orientation has 
been a significant 
driver of 
economic growth 
and convergence 
in Chile.

Source: IMF and Central Bank of Chile
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Economic Diversification in Chile

In 1970, Chilean 
exports were 
heavily 
concentrated 
(about 90%) in 
copper and 
copper products.

Source: Atlas of Economic Complexity
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Economic Diversification in Chile

By 1990, 
concentration in 
copper and 
copper products 
had significantly 
shrunk but 
remained 
sizeable.

Source: Atlas of Economic Complexity
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Economic Diversification in Chile

As of 2017, 
copper and 
copper products 
repersent around 
50% of total 
exports, and there 
are now sizeable 
non-copper 
export sectors 
(fresh fruits, 
wines, woodpulp, 
fish products) 
sizeable.

Source: Atlas of Economic Complexity
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Economic Diversification in Chile

Source: Atlas of Economic Complexity

The aggregate 
amount of 
exports (both 
copper and non 
copper), 
experienced a 
staggering 
increase since 
1970, but since 
2005 or so the 
trend seems to 
have slowed 
down.
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Economic Diversification in Chile

Issues for discussion

• What have been the forces behind the large increase in Chile´s export 
sector since the 1960’s?

• What has driven the shift away from copper, and why copper still retains a 
significant export share?

• Has economic/export diversification ran its course? Can it be pushed 
further? How?

• These are difficult and hotly debated questions in Chile. This presentation 
will attempt to present different (often contrasting) views on the matter.
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Economic Diversification in Chile

Patterns of trade 
are well 
represented by 
standard gravity 
equations.

China´s size has 
also more than  
trumped distance.

Source: Carriere and Claro, in Meller (2013)
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Economic Diversification in Chile

Both “Vertical” 
and “Horizontal” 
policies have 
played a role in 
the diversification 
away from 
copper...

Source: Lebdioui (2019)

Official subsidies
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Economic Diversification in Chile

Key “Horizontal” 
policy has been a 
sustained 
reduction in 
tariffs on imports, 
through unilateral 
reductions and 
FTAs.

Source: PROCHILE
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Economic Diversification in Chile

Key “Horizontal” 
policy has been a 
sustained 
reduction in 
tariffs on imports, 
through unilateral 
reductions and 
FTAs.

Source: García-Marín and Voigtlander (2019)
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Economic Diversification in Chile

The opening-up of 
the economy led 
to relevant 
productivity gains 
in the 
manufacturing 
sector, which 
were passed on to 
domestic 
consumers.

Source: García-Marín and Voigtlander (2019)
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Economic Diversification in Chile

(Atlantic) Salmon production experienced a significant 
expansion. It is cited as a good example of public-private 
cooperation.

Source: Lebdioui (2019)
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Economic Diversification in Chile

Most indicators of 
Non-copper 
export activity 
increased 
significantly since 
1990. Most 
noteworthy is the 
lack-luster 
increase in 
product diversity.

Source: Carriere and Claro, in Meller (2013)

NON COPPER EXPORT INDICATORS

FOB value products destinations markets exporters
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Economic Diversification in Chile

Source: Carriere and Claro, in Meller (2013)

EXPORT GROWTH DECOMPOSITION ACROSS DESTINATIONS, 
PERIODS AND ACROSS OLD AND NEW FIRMS AND PRODUCTS

OLD FIRMS                                                 NEW FIRMS

OLD                          NEW                           OLD             NEW                         TOTAL
PRODUCTS              PRODUCTS PRODUCTS PRODUCTS

OLD                          NEW                           OLD             NEW                         TOTAL
PRODUCTS              PRODUCTS PRODUCTS PRODUCTS

OLD FIRMS                                                 NEW FIRMS

Lower role of 
diversity and the 
increased 
relevance of China 
is apparent in the 
last periods.
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Economic Diversification in Chile

A key “horizontal” policy has been a sustained strengthening of 
the macro framework and an environment of macroeconomic 
stability. Inflation close to targets, autonomous CB since 1990.

(f) Red line represents the forecast included in the Monetary Policy Report, December 2019. Forecast considers a monthly 
frequency calculated based on a quarterly projection. 

Sources: Central Bank of Chile and National Bureau of Statistics.
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Economic Diversification in Chile

A key “horizontal” policy has been a sustained strengthening of 
the macro framework and an environment of macroeconomic 
stability. Moderate business cycle around trend.

(f) Forecast included in the Monetary Policy Report of December 2019. The estimates indicate that GDP will have an annual 
change of 1% in 2019, 0.5 – 1.5% in 2020 and 2.5 – 3.5% in 2021. 

Source: Central Bank of Chile. 
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Average 1990-2018= 4.7

Declining trend growth mostly from convergence
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Economic Diversification in Chile

A key “horizontal” policy has been a sustained strengthening of 
the macro framework and an environment of macroeconomic 
stability. Sound fiscal policy based on structural targets.

(*) Forecasts inside grey area. Data obtained from Ministry of Finance’s estimates from November 5th, in the presentation: 
“Fiscal outlook revision 2019-2020”. 

Source: National Budget Department, Ministry of Finance of Chile.
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Economic Diversification in Chile

A key “horizontal” policy has been a sustained strengthening of 
the macro framework and an environment of macroeconomic 
stability. Flexible exchange rate regime cushions global shocks.

(*) Figures available until November 2019.

Source: Central Bank of Chile.
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Economic Diversification in Chile

Chile´s 
comparative 
advantage in 
copper remains 
very large…

Source: Comisión Nacional de Productividad (2017)

Share of 
production

Share of 
reserves
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Economic Diversification in Chile

As well as in other 
export sectors 
based on natural 
resources.

Source: FAO

Leading developing country exporters of fresh fruits

average share 1997–2001 (%)
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Economic Diversification in Chile

Exports remain 
highly specialized.

Source: OECD (2018)
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Economic Diversification in Chile

Source: Comisión Nacional de Productividad (2017)

The aggregate 
amount of 
exports (both 
copper and non 
copper), 
experienced a 
staggering 
increase since 
1970, but since 
2005 or so the 
trend seems to 
have slowed 
down.
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Economic Diversification in Chile

A slowdown in 
the expansion of 
other exports 
based on natural 
resources is 
readily apparent 
from the data.

Source: Diaz and Ffrench-Davis (2019)

Forested area for exploitation

Growth of commodity productionFisheries production
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Economic Diversification in Chile

A mature copper 
sector still 
depends on large 
investment 
projects so as to 
preserve 
production levels 
and profitability 
of extraction.

The copper 
investment cycles 
have had relevant 
macroeconomic 
spillovers. 
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Economic Diversification in Chile

Source: Comisión Nacional de Productividad (2017)

R&D efforts lag 
behind other 
economies, both in 
terms of levels as 
well as in 
composition. 

R&D expenditure (% GDP)

Private R&D expenditure (% total)

University-level R&D expenditure (% total)

Public R&D expenditure (% total)

Private non-profit R&D exp. (% total)

Private R&D exp. per worker (USD PPP)

Researchers

Researchers in private sector

Researchers in public sector

Researchers in universities
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Economic Diversification in Chile

Source: OECD (2017)

A low overall 
educational 
achievement and 
red-tape can be 
impediments to 
further 
diversification and 
growth.



A Challenging Path Forward5
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Economic Diversification in Chile

Source: OECD (2018)

Structural reforms
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Economic Diversification in Chile

Source: OECD (2018)

Tackling inequality
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Economic Diversification in Chile
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