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promises and risks: Challenges to the 
decentralization agenda in Chile
By José Inostroza Lara and Javier Fuenzalida Aguirre 

chile has one of the most 
successful records of 
social, economic and 
democratic development 
in latin america. 

over the last 25 years, the country 
has implemented public policies that 
expand coverage of basic services 
and has maintained impeccable 
and efficient fiscal discipline. The 

mortality index has been reduced 
and poverty has decreased by 65%, 
while life expectancy and the quality 
and coverage of education have all 
increased.

These improvements have 
brought with them more 
sophisticated and complex public 
demands. chile is experiencing 
a true civil revolution, with 

citizens calling for public policies 
that address income inequality 
and the quality of education. 
accompanying these demands 
are calls for improved democracy 
with increased public participation 
in the decision-making process, 
and greater recognition of and 
respect for sexual and reproductive 
rights. These demands, particularly 

Chile is experiencing a true civil revolution, with citizens demanding public policies that address income inequality and the quality of education. 
Students and teachers march in the streets of  Valparaiso, Chile during a protest to demand public education on May 14, 2015. For four years, Chilean 
students have taken to the streets to demand high-quality, free public education and an end to the current system of private financing.  
MARCELO BENITEZ/Latincontent/Getty Images.
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those regarding democracy and 
citizen participation, are linked to 
the deficit in the distribution of 
territorial power and authority. in 
many circles, decentralization is 
considered key to addressing these 
problems. 

for the last two decades, however, 
chile’s decentralization has been 
insufficiently dynamic. a few 
policies stand out – the creation of 
municipalities (1989), the direct 
election of mayors (1992), and laws 
addressing local civil servant incomes 
and local personnel management – 
but on the whole, the decentralization 
process can be characterized as a sum 
of relatively isolated, formalistic and 
low-impact initiatives. 

The failed experience of 
municipal administration of public 
education serves as an important 
example of a poorly designed and 
implemented decentralization 
policy. advances in regionalization 
have also been mediocre, despite 
the 1992 creation of regional 
councils (coreS) and regional 
governments (GoreS). The 
current institutional framework 
has not provided the GoreS 
with sufficient tools to lead and 
coordinate the development of 
public policies in their territory 
and relegates their leadership to an 
intendente, a representative of the 
central government. in 2013, chile 
finally passed a reform providing 
for democratic election of coreS 
representatives.

considering this modest 
progress, a 2014 government 
commission offered the following 
recommendations: 1) the 
democratic election of intendants; 
2) greater involvement of 
subnational governments in raising 
revenues and determining expenses; 

3) the transfer of functions to the 
subnational level; 4) strengthening 
of subnational management; and 
5) greater citizen participation and 
democratic control.

The imminent deepening of 
decentralization policy has set off 
alarms in political and techno-
bureaucratic sectors, which warn 
that the process will jeopardize the 
efficiency and effectiveness of service 
delivery and the country’s famed 
fiscal stringency. Key questions 
include: how to enjoy the benefits of 
decentralization without threatening 
the gains derived from the country’s 
fiscal rigor? With political power 
distributed geographically, how 
can basic national standards in 
the delivery of public services be 
assured? and last, how can the 
national goveernment guarantee the 
efficient design and implementation 
of public policies made at the local 
level? to answer these questions, the 
next section analyzes the country’s 
proposed decentralization agenda, the 
risks of inadequate implementation, 
and possible safeguards against 
potential problems.

The presidential Commission  
on decentralization: proposals 
and reality

The commission’s 
recommendations are 
multidimensional and address each 
separate element of decentralization. 
in the area of political 
decentralization, the commission 
recommends the democratic 
election of intendants, who are 
currently presidential appointees, 
by 2016. in the administrative 
sphere, it recommends transferring 
management of several national 
public services to the GoreS, 
with binding contracts to aid in 

coordination between different levels 
of government. in fiscal matters, the 
presidential commission proposes 
a significant increase in revenues 
and autonomous spending for 
GoreS and municipalities. it also 
proposes a new regional revenue 
act authorizing the GoreS to 
issue debt and borrow up to 7% of 
their budget. The act would include 
an investment fund for those 
areas lagging in the administrative 
decentralization process. to 
strengthen local and regional 
capacities, the commision suggests 
incentives to attract more human 
capital and speed development in 
science and technology. finally, with 
regard to citizen participation and 
democratic control, it proposes the 
facilitation and creation of political 
parties at the regional level.

Given the current state of public 
discussion of these proposals, 
political incentives at the national 
level seem insufficient to implement 
this agenda. When it comes to 
decentralization, chile has a long 
tradition of incrementalism and 
formalistic reforms that are more 
symbolic than substantive. any 
effective action must include 
both incentives and operational 
mechanisms that will lessen the 
fears of centralist sectors. reformers, 
therefore, should aim at an enabling 
sequence that focuses on the long-
term consolidation of reforms 
based on the nation’s history of 
incrementalism. a series of regional 
political reforms is also needed to 
facilitate these decentralization 
efforts. to address these issues, we 
recommend the following: 
1. Subnational political leadership 

to initiate regional democracy. 
The first elected intendants 
could coopt the regional 
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bureaucracy to their individual 
electoral interests. to do so, 
they would have to compensate 
the figures who pose the initial 
challenge to elected authorities, 
create effective social control 
systems, and maintain national 
controls on the performance 
and integrity of regional 
authorities.

2. analysis of which services to 
transfer gradually and which 
should remain in the central 
government’s domain. lack of 
experience, technical capacity 
and other factors may result 
in a relaxation of technical 
standards as well as other 
performance measurement 
standards. transferring services 
will require a definition of 
“national standards,” a topic 
chile has not developed 
sufficiently to date.

3. a system to distinguish 
between types of subnational 
spending: a) ongoing 
expenditures less prone to 
changes in national fiscal 
policy (fixed financing); and 
b) financing for projects or 
utilities subject to changes 
in national macrofiscal 
policy (flexible and dynamic 
financing). The chilean 
government has an effective 
and well-designed system 
for managing the rate and 
direction of spending. The 
Budget directive (dipreS) 
has particularly effective 
staff and is built on a strong 
foundation of human capital. 
increasing autonomy in 
spending and income at 
the subnational levels could 
generate a deficit in this 
capacity and an eventual loss of 

fiscal efficiency. distinguishing 
between spending types 
is especially important 
considering that few regions 
in chile are financially self-
sufficient, making national 
financial support mechanisms 
necessary for the long-term.

4. professional and transparent 
mechanisms to recruit, select, 
retain, train and evaluate 
public personnel. chile does 
not have an effective civil 
service system for subnational 
government officials. Such a 
system should be a requirement 
for the delivery of more 
resources and authority from 
the central to the subnational 
governments.

5. enhanced post-performance 
evaluation of subnational 
decisions, with the possible 
creation of a new agency to 
evaluate public policies. 

6. Voluntary associations between 
GoreS and municipalities 
for some specific services. 
chile already has initiatives 
along this line, including the 
aggregation of demands for 
the purchase of medicines and 
shared software repositories. 
chile has a relatively small 
population and a great deal 
of land, making it likely that 
national economies of scale 
will be lost at the subnational 
level. collaboration between 
regional governments and 
municipalities could mitigate 
this problem. 

7. effective compensatory 
programs to support regional 
capabilities and ensure greater 
equity among subnational 
units. The development gap 
between regions poses a major 

threat to decentralization 
efforts in chile, with many 
measures that promote greater 
revenue generation – and 
autonomy at the regional level 
– favoring those regions with 
mining potential.

Conclusion
moving forward with 

decentralization is critical to chile’s 
future development. one of the 
principles that should govern the 
design of decentralization policy 
is the development of regional 
capacity for resource generation 
and control, and compliance with 
national standards. developing 
this capacity should be viewed 
not as a barrier to the dynamism 
of the country’s decentralization 
process, but rather as a way 
to contribute to greater depth 
and sustainability in policy. 
Subnational governments need to 
learn to drive their development 
with greater autonomy, with the 
national government exercising 
its irreplaceable capacity to ensure 
a global outlook. a balanced and 
sophisticated design will ensure a 
positive outlook for the future.
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