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Despite being considered a model of prosperity and
democracy in Latin America,' since 2019 Chile has been in
the midst of a prolonged period of political turmoil. Anger
over mounting socioeconomic inequality, corruption and
poor state services ignited a wave of protests that extended
well into 2020.2 Though the coronavirus pandemic disrupted
the protests, the underlying tensions remain and President
Sebastian Pifiera’s structural reforms have been criticised
by opponents for not going far enough. At the same time,
the deployment of the armed forces in response to the
protests was widely criticised, and pervasive abuses by

the defence and security forces only served to further
inflame tensions.: In the midst of this deep polarisation

in 2020, Chileans overwhelmingly voted to rewrite the
constitution, which dates to the military dictatorship of
General Augusto Pinochet.:
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A broadly representative constitutional assembly has been elected with the
task of producing a new constitution, which will be submitted to a national
vote in 2022.° While this process is key to healing national divisions, the
path to instituting a new constitution that meets Chileans’ demands will not
be straightforward.® A key issue remains the enduring political power of the
military, which has maintained significant economic and political strength
that allows it to enjoy a high degree of independence from civilian control.”
In turn, this has curtailed transparency and accountability and has
undermined overall governance in the defence sector where, despite

some significant legislative progress over the past few years, corruption
risk remains significant. Parliamentary oversight is still limited by enduring
defence secrecy and exceptionalism that restricts access to information
and parliamentary powers. Financial management and procurement remain
secretive, in spite of recent progress in reducing off-budget spending.
Whistleblowing is a critical gap, which undermines anti-corruption standards
in personnel management, while operations are highly susceptible to
corruption owing to a near complete lack of anti-corruption safeguards.

Latin America

Latin America is experiencing one of the most difficult periods in
its recent history. The coronavirus pandemic, steep economic
contraction and significant democratic backsliding and political
polarisation are threatening to undo much of the development,
security and governance gains the region has achieved.

The financial crisis has fed into public anger at rising inequality,
corruption, poor public services and police brutality, with many
states seeing massive public protests and social unrest. Insecurity
is also on the rise, particularly in Mexico, Colombia, Venezuela
and Brazil where powerful organised criminal groups have
expanded their influence and capitalised on state dysfunction

to strengthen their trafficking networks. Backsliding has been
visible from Chile to Mexico, as democratic institutions have
been undermined and the military has gained increased political
power. The expanding role of the military is also raising questions
about governance standards. Allegations of human rights
abuses and abuses of power by defence and security forces

are mounting, but these actors remain largely unaccountable

to the public. Transparency in their activities, administration and
financial management continues to be restricted and executive
control has been tightened, to the detriment of external oversight.
Procurement in particular is at high risk of corruption, while anti-
corruption safeguards on operations are extremely weak.
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Chile’s current constitution is designed around a strong executive, which
can limit the power of Congress.® Nevertheless, Congress has forced
successive governments to compromise on key legal reforms and the
current government, which lacks a majority, must negotiate all bills

with opposition parties, making the parliament a key arena of political
decision-making.® However, when it comes to defence, Congress’ role has
been severely limited, in part due to constitutional regulations that have
obstructed civilian control over the armed forces.'® By design, Congress

is not considered a constitutive component of the system of national
defence, which de-facto limits its ability to exercise influence in the sector."
Equally, while congressional committees, such as the Chamber of Deputies
Committee (CDCD), regularly review and inform defence bills, their role

is limited by a number of structural and operational issues. Although the
government is required to notify the CDCD of upcoming acquisitions,

the CDCD has no power to veto such decisions and its approval is not
required to proceed,'? thereby limiting the extent to which it can influence
decisions. On the budgetary side, allocations are regulated by the Organic
Law on the Armed Forces, which guarantees the financial stability of the
military by fixing a minimum budget amount by law, restricting Congress’
leeway in adjusting spending.' On the operational side, limited experience
amongst legislators is a significant barrier to effective oversight and has
hindered civilian oversight. Excessive secrecy has also limited access

to information: six of the ten official information requests submitted by

a special parliamentary commission investigating irregularities in arms
procurement were denied.' Elsewhere, external financial auditing of defence
has been strengthened in recent years. The General Comptroller’s Office
(CGR) is an autonomous oversight body and is responsible for auditing
military expenditure. Significantly, its auditing activity in the defence sector
has increased since 2008 when external audits of defence were almost
nil." Nevertheless, a review of published reports suggest that assessments
are mainly procedural and relatively superficial,'® while there are few
mechanisms through which the CGR can compel the Ministry of Defence
(MND) to implement its recommendations.

8 Republic of Chile, Political Constitution of the Republic of Chile, 1980.
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13 Ministry of Defence, Law No. 18,948, Constitutional Organic Law of the Armed Forces, 27 February 1990.
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Army in acquisition processes, 28 January 2019.
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16 Comptroller General, ‘Audit Reports’.
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Financial transparency in defence in Chile has been consistently diminished
by opaque budgeting, the prevalence of off-budget spending and the lack
of clarity around sources of income. The defence budget, pertaining to the
General Budget Law, is relatively comprehensive and contains an account
of allocated resources across all branches of the military."” However the
degree of disaggregation is limited for key areas of expenditure, including
personnel and procurement, where non-military items are specified but
arms, hardware and equipment are not. This exclusion is due to a 1958
law that assigned 10% of the revenue from the national copper corporation
to arms acquisitions.'® Though this law was partially repealed in 2019

and will be phased out over the coming years, for decades, spending

on arms acquisitions was conducted entirely off-budget as a result.'
External oversight was extremely limited and transparency almost nil as

the legislation restricted the availability of any information on expenditures.
Aside from off-budget spending, budget reliability is also undercut by the
lack of clarity around sources of income for defence. The Ministry of Finance
publishes annual income obtained from asset sales, but it does not specify
how this income is allocated.”” Moreover, revenue generated by the armed
forces’ interests in commercial enterprises is not publicly declared. There

is also no evidence that any of these enterprises, ranging from military and
naval factories, to aeronautical companies, have been subject to audit by
the General Comptroller’s Office since 2015 and many companies have
been the object of corruption allegations.?' Nevertheless, it should be noted
that Chile’s access to information framework is one of the most robust in the
region and has an important role to play in furthering defence transparency.
The Law of Access to Public Information establishes the procedures
through which to access defence information and outlines information that
can be denied for national security reasons.? Statistical data published
through the Transparency Portal shows an average response time of 13.5
days for defence institutions, which is consistent with the legally-mandated
20-day limit and shows that 83% of requests were answered, indicating
relatively strong implementation of the law.

17 Ministry of Finance, ‘Ministry of National Defence, 2020°, DIPRES, 2020.

18 For more information, see ‘Defence Procurement, p. 5’.

19Dr Diego Lopes da Silva and Dr Nan Tian, ‘Ending Off-budget Military Funding: Lessons from Chile’, SIPRI,
16 December 2019.

20DIPRES, ‘Ministry of Defence’.

21 Mauricio Weibel, ‘Milicogate: Authorities Discover and Investigate Duplicate Invoices for 200 Million Dollars’,
Radio Bio-Bio, 9 July 2018.

22 Republic of Chile, Law No. 20.285 on Access to Public Information, Article 21, 20 August 2008.

23 Council of Transparency, ‘Transparency Portal’.
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The deployment of the military to quell mass protests in 2019 and 2020,
and subsequent accusations of pervasive human rights abuses, have
drawn the spotlight onto the Chilean military’s ethics and behavioural
standards.? In parallel, recent high profile corruption cases, including the
misappropriation of $11 million in the so-called ‘Milicogate’ case,” have
also underlined weaknesses in anti-corruption safeguards for personnel.
Codes of conduct for military personnel are dispersed throughout

various regulations, laws and codes that fail to provide clear guidance

on corruption-related risks and offences. While frameworks such as the
Armed Forces’ Disciplinary Regulations, prohibit corruption very broadly,
they do not provide guidance for specific offences such as bribery or
influence peddling.?® Similarly, ethics codes, such as the ‘Army’s Ethos’, do
not have an overt anti-corruption focus and contain only broad rules that
are devoid of specific guidelines.?” There is also no evidence that ethics
provisions are included in training programmes for personnel, owing in part
to how fragmented and diffuse they are. The enforcement of ethics and
anti-corruption rules has also proved irregular.?® Civil society groups have
criticised the comparatively weak penalties for bribery in Chile,” although
modifications to the 2018 Penal Code have made formal penalties for
offenders much more robust.*® Integrity-building measures are limited by
political influence in the selection process for senior military commanders.®'
Nevertheless, in 2019 a new project to modernise military careers was
initiated and one of its provisions is to make promotion to senior ranks
contingent on selection boards providing recommendations and assessing
candidates against clear criteria.*> A key deficiency in personnel anti-
corruption standards is the weakness of whistleblowing mechanisms.

The existing public disclosure law has been heavily criticised for excluding
defence personnel and for its narrow scope.* Political will is also lacking

in implementing the law and in encouraging whistleblowing, and efforts

to promote the practice have been largely led by civil society, including
Transparency International Chile.*

24 Human Rights Watch, ‘Chile: Events of 2020, 2021.
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30 Ministry of Justice, Law No. 21.121, Modifies the Penal Code and other Legal Norms for the Prevention,
Detection and Persecution of Corruption, 20 November 2018.
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Match 2019.
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Chile has extremely weak anti-corruption safeguards for military operations
that dramatically increases the military’s vulnerability to corruption during
deployments. At the strategic level, Chilean military doctrine does not
address corruption as a strategic issue for operations. The only reference

to corruption in military documents is in ethics codes and none of these
include specific references to operations.* Without this strategic basis,
corruption is not mainstreamed into operational planning either and,

though the Ministry of Defence has indicated a desire to strengthen ethics
frameworks in recent years, there is no evidence that operations is an area
of focus. Personnel receive extremely limited pre-deployment anti-corruption
training. While the Centre of Training for Peacekeeping Operations of Chile
(Cecopac) references the UN’s anti-fraud and anti-corruption frameworks,
the training is extremely broad and there is little focus on corruption risk.*
Furthermore, there is no evidence that the military deploys trained personnel
for the purpose of corruption monitoring during deployments and no
evidence of a monitoring and evaluation policy for such risks. As such,
personnel are ill-equipped to identify and mitigate corruption risk in the field
and there is a significant risk of corruption being unaddressed as a result.

35 Chile Armed Forces, ‘Ethics Manual’.

36 United Nations Department of Peacekeeping Operations and Department of Field Support, ‘Academic
Program: Chilean Joint Peace Operations Centre, Santiago, Chile’, Core Pre-deployment Training Materials
for United Nations Peacekeeping Operations, 2019.




Defence Procurement

Military expenditure (US$ mil) (SIPRI, 2020) \ 5,036

Data is not publicly

Open competition in defence procurement (%) available

v

Main defence exports — to (SIPRI, 2016-20) b Uruguay

| Australia, United States,

Main defence imports — from (SIPRI, 2016-20) Germany, Brazil, France

Chile’s opaque, complex and disjointed defence procurement system has
been the subject of sustained focus in recent years, and key structural
reforms have sought to increase transparency and accountability in the
process. Historically, defence procurement in Chile was largely funded by
off-budget means. The 1958 Restricted Law on Copper required the state-
owned copper corporation to transfer 10% of its revenue to pay for arms
acquisitions for the armed forces,* a significant share which amounted to
a quarter of Chile’s total defence expenditure. Transactions under this law
were highly secretive, beyond congressional authority and were not subject
to oversight.®® In September 2019 however, this law was partially repealed,
and new legislation introduced a Multi-year Fund for funding acquisitions,
which will require congressional approval and subject them to oversight by
the General Comptroller’s Office.* This represents an important milestone
for Chile and is expected to significantly enhance transparency and

37Republic of Chile, Law No. 13.196, Restricted Law on Copper, 1 January 1958.

38SIPRI, ‘Ending Off-budget Military Funding’.

39Pamela Squella, ‘The Keys to the New Multiannual Fund that Will Finance the Armed Forces of Chile, Now
Ready to be Law’, Defensa, 29 July 2019.
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accountability in the process. The new legislation will also help to streamline
and formalise Chile’s planning process for acquisitions. Previously, there
were few links between purchases and strategic requirements and there
was no requirement for such links to exist. A new procurement planning
process and more formalised procurement cycle is planned in the 2017
Defence Handbook, although to date there is little evidence that progress
has been made in implementing this process. Whereas allocation to the
Multi-year Fund will be included in the budget, actual expenditures will
remain secret, a major obstacle to effective public financial management.*
On the legislative side, defence procurement is regulated by both the Public
Procurement Law*' and the Law on Acquisitions in the Armed Forces* but
there have been no efforts to systematise and coordinate the two laws,
resulting in a convoluted legal framework that is difficult to apply.* On the
contracting side, the new approach to procurement has yet to formalise an
open tendering process, in order to reduce the reliance on non-competitive
and secret procedures for acquiring defence goods.

40SIPRI, ‘Ending Off-budget Military Funding’.

41Republic of Chile, Law No. 19,886, Basic Law on Administrative Contracts for the Supply and Provision of
Services, 30 July 2003.

42Republic of Chile, Law No. 18.928, Sets Rules on Acquisitions and Disposals of Personal Property and
Incorporated Assets and Services of the Armed Forces, 13 February 1990.

43 House of Deputies, Report of the Special Investigative Commission.
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GDI data collection for Chile was conducted March 2019 to
November 2020. The narrative discussion in this GDI brief
was produced at a later time with the most recent information
available for the country, which may not be reflected in the GDI

country assessments or scores.
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