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Budgetary Governance in Practice: Chile 

Economic context 

GDP growth is projected to strengthen to around 3% in 2018-19, supported by improving 

external demand, a more accommodative monetary policy and mining investment. As 

exports and investment pick up, the labour market will strengthen, reducing income 

disparities and stimulating private consumption. Increasing aggregate demand and a 

stabilising exchange rate will bring back inflation towards target. 

Fiscal policy plans  

The fiscal policy strategy is to reduce the structural deficit by approximately one quarter of 

a percentage point of the GDP each year, measured with comparable structural parameters 

from one year to the next from 2016 until 2018. 

The fiscal policy of Chile is based on the concept of Central Government Structural Balance 

(Cyclically Adjusted Balance - CAB). In basic terms, the Structural Balance concept 

involve estimating the fiscal revenue that would obtained as a net of the impact of the 

economic cycle, spending only the amount that would be compatible with this level of 

revenue and a previously defined target. The current fiscal goal is to reduce the Structural 

Deficit by approximately 0.2% of the GDP each year from 1.8% in 2018 to 1% in 2022. 

There is no escape clause involved.  

 
  

A: Fiscal Balance and Public Debt

D: Expenditure by function (2016)

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Note : The graph is referring to general government fiscal balance 

and general government gross debt as defined in the OECD 

National Accounts Statistics.

Source: OECD National Accounts Statistics (database); 

Eurostat Government finance statistics (database).

Source:  OECD National Accounts Statistics (database); Eurostat 

Government finance statistics (database).
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Developments in budgetary governance  

Chile’s budget system has achieved outstanding results in terms of fiscal sustainability, 

economic growth, and reduction of extreme poverty. Chile’s commitment to fiscal 

discipline is exemplified by a structural fiscal rule and the operation of a fiscal stabilisation 

fund whereby surpluses are saved during good economic times and drawn down during 

more challenging times. Fiscal risks are clearly identified and a detailed report on 

contingent liabilities is published each year.  

Chile has a robust evaluation and control system, providing a great amount of performance 

information. This system is designed to support performance management in general. 

Evaluations have broad objectives with a heavy emphasis on improvements in policy, 

process and management. However, this evaluation system is not integrated into budget 

planning.  

The Congress has built up some capacity regarding the budget in the last decade with a new 

Permanent Joint Committee on the Budget and the creation of a Budget Advisory Unit. 

However, the role of Congress in the budget discussions in Chile is still rather limited. 

 

 

Central Budget Authority 

Ministry of Finance/Economy 

 

Weblink: www.dipres.cl 

Legal Framework 

The Constitution lays out the requirements for legislative 
authorisation of spending and taxation, as well as the roles and 
responsibilities of the Legislature and the Executive in the budget 
process. Other aspects of budgeting are covered in legislation 
such as the Organic Decree-Law for the Financial Administration 
of the State (1975) and the Fiscal Responsibility Law (2006). The 
Government has prepared a draft bill to create an Autonomous 
Fiscal Council in Chile 

 

 

 

 

Budget coverage 

The national budget document applies to the central government, 
including ministries, public agencies, and social security funds. As a 
unitary country, local authorities have limited revenue-raising power and 
must run balanced budgets. 

Budget cycle 

Budget circular June 

Pre-budget fiscal policy statement October 

Negotiations with line ministries July/August 

Executive budget proposal 30 September 

Parliamentary vote on budget 30 November  

Start of financial year                         1 Jan. 

In-year budget execution reports Monthly 

Mid-year implementation report  July 

End of financial year                         31 Dec. 

Year-end financial statement 30 January  

Audited financial report  May 

Parliamentary accounting April/May 

  

http://www.dipres.cl/
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Chiles’s application of OECD budget principles “at a glance” 

 

1. Fiscal policy objectives Chile’s commitment to fiscal discipline is exemplified by a structural fiscal rule and the operation of 
a fiscal stabilisation fund whereby surpluses are saved during good economic times and drawn 
down during more challenging times. 

2a. Strategic alignment  The CBA has a leadership role in promoting alignment between annual budgets and medium-term 
plans/priorities 

2b. MTEF  In 2000, Chile started maintaining baseline projections of government revenue and expenditures for the 
next three years. Projections are only presented to the Congress and shared with line ministries at a very 
aggregate level. 

3. Capital and infrastructure  Well-institutionalised social evaluation process. The Ministry of Finance has played an important role as 
gatekeeper by ensuring that the projects undertaken are affordable. Chile has also been successful in 
mobilising private financing for infrastructure development. 

4. Transparency and 
accessibility 

Chile has all core budget reports; independent reviews of macroeconomic and fiscal assumptions are not 
produced; budget circular and pre-budget fiscal policy statement are produced but are not publicly available.  
Basic online accessibility tools; citizen’s guides are prepared for both budget proposal and budget approved 
by Congress. 

5a. Parliamentary engagement The role of Congress in the budget discussions in Chile is rather limited. Congress may only decrease 
expenditure proposed by the executive; it may not increase or reallocate expenditures. 

  Budget oversight is carried out by a joint Special Budget Committee with an equal number of members from 
each Chamber. The Joint Committee has a specialist advisory unit of four. Discussions are underway within 
the Congress on establishing a congressional budget office to further enhance its analytical capacity. 

5b. Inclusive public / civic debate The role of civil society has increased but focus on budgetary issues is very limited. No participatory 
budgeting and no specific mechanisms in place to seek the views of people from minority communities 
and/or marginalised groups. 

6 Budget accounting and 
financial reporting 

There have been major improvements in Chile’s accounting system during the last decade – moving from 
a cash basis system to a fully accrual basis system of financial reporting. In 2010, Chile formally started a 
process to prepare the adoption of International Public Sector Accounting Standards (IPSAS). 

7. Budget execution Single treasury fund mandatory for all central government revenues and expenditures; except for major 
public-service funds (e.g. social security, healthcare, and the Reserved Law of Copper). All expenditure 
must be pre-approved by the Comptroller-General in order to ensure their legality. Budget reallocations 
within year are frequent, and mainly driven and approved by the Budget Office. 

8a. Performance budgeting Performance information plays a role in spending decisions; however, resources are related either to 
proposed future performance or to performance results in an indirect manner. Performance reports are 
made available to the Congress and the public. 

8b. Evaluation and VFM Chile has a robust evaluation and control system. It is not well integrated into budget planning. Evaluations 
have broad objectives with emphasis on policy, process and management. 

9. Fiscal risk and long-term 
sustainability 

Fiscal risks are clearly identified and a detailed report on contingent liabilities is published each 
year. 

  The budget incorporates a contingency reserve (as high as 7.8% of total expenditures) to fund legislation 
that the Congress may enact after the introduction of the budget. 

10. Quality assurance and audit Constitutionally-independent SAI provide financial audit; limited role in performance audit or governance 
systems audit. 

  Chile’s Fiscal Advisory Council established in 2013 has limited institutional independence. In June 2018, 
the Government sent to Congress a new bill giving the council a legal status, more independence and 
resources. 

Note: Rows in bold represent notable international practice. 

  




