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As a result of the continuing influx of Western capital and immigrants, Chile took actions to establish the pension system. However, the system was confronted with the challenges from complex ethnic composition, the divergence of interests between social classes, and the Caudillo power politics, which finally plunged it into a fiscal crisis. Against the backdrop, Chile launched a reform to privatize it, which to a certain degree met the demand of those western countries. The reform managed to acclimatize itself to the situation in Chile, promoting the effective and positive interaction between the free-market system, privatization of state enterprises and the fiscal balance. 
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