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INntroduction

Since its launch in 2003, Chile’s public procurement
system, commonly known as ChileCompra, has been
recognised as one of the pioneers in South America
and beyond." As part of a major reform of the system
to enhance integrity and efficiency in 2023, Chile
incorporated beneficial ownership transparency
(BOT) measures into its procurement system and
processes. While recognising the value of BOT in
supporting a variety of procurement integrity goals,
such as promoting fair competition, this case study
focuses on exploring BOT’s impact on the prevention
and detection of potential conflicts of interest. It
documents the challenges faced by ChileCompra
and the actions taken to overcome these, and

draws key lessons and recommendations that can
support other countries pursuing similar reforms to
advance the use of beneficial ownership (BO) data in
procurement.

Summary

In December 2023, Chile undertook the most
significant reform of its Public Procurement Law
(Law No. 19886) in two decades, reshaping a market
that accounts for over 5% of the national GDP and
includes more than 110,000 suppliers yearly.? The
reform introduced changes across all major chap-
ters of the Procurement Law, aiming to enhance
transparency, strengthen competition, and improve
efficiency in public procurement, while ensuring
broader participation from micro, small, and medium
enterprises (MSMEs) and raising integrity standards.

A key innovation of the reform is the integration of
BOT measures into the procurement system. As of
12 December 2024, domestic and foreign legal enti-
ties are required to disclose their ultimate beneficial
owners and administrators as part of the registration
process. Currently, the data is disclosed and vali-
dated through web-services connections, drawing
on data from the Chilean Internal Revenue Service
(Servicio de Impuestos Internos, Sll) and providing
system users with a pre-filled declaration form. This
data is now available at ChileCompra in a structured
format for a wide range of institutional and analytical
uses.

The reform also strengthened the institutional role of
ChileCompra by granting it the authority to require
information from other public entities and to report
potential violations to oversight bodies, such as

the Public Prosecutor’s Office (Ministerio Publico),
the Office of the Comptroller General (Contraloria
General de la Republica, CGR), and the National
Economic Prosecutor’s Office (Fiscalia Nacional
Econdémica).

After careful consultation, ChileCompra adopted

a strategic and pragmatic approach to policy
implementation and compliance. Rather than
relying solely on deterrent measures, ChileCompra
used business process incentives to drive compli-
ance. All suppliers — whether domestic or foreign,
individuals or legal entities — must register in the
Supplier Registry to access business opportunities
on Chile’s public procurement platform, Mercado
Publico.? One particularly effective approach has
been to require disclosure from existing suppliers
whenever they transact on the platform (i.e., submit
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bids, send quotes, or receive purchase orders). This
incentive-based mechanism has proven effective:
within just three months, 59% of the 66,000 targeted
companies complied, resulting in the registration of
over 100,000 beneficial owners from 39,039 firms.*

Indicators of the potential impact on integrity
outcomes are also measurable. Following the enact-
ment of the reform, the Observatory of ChileCompra
established a proactive system of conflict-of-interest
warnings, using BO information in three main busi-
ness processes to detect potential conflicts. Their
assessment found that the number of conflicts of
interest detected by their unit dropped by 69%, from
a monthly average of 18.7 to 5.8 cases.

While various factors may have contributed to

the decline in detected conflicts of interest, it can
reasonably be assumed that the reform, together
with accompanying sanctions and strategic
communications, played a key role in signalling

a shift away from impunity. The integration of BO
information enabled more systematic identification
of potential conflicts, such as individuals exercising
control in both supplier companies and contracting
entities. Combined with increased transparency and
institutional powers, these measures helped foster
a broader culture of accountability. This success
was underpinned by clear leadership; a willingness
to innovate, adapt, and communicate openly; as well
as a holistic implementation strategy. ChileCompra
combined strategic communication, regulatory guid-
ance, and technological enhancements with a bold
decision to publicly release observatory findings on
assessments of policy implementation, effective-
ness, and challenges on its website and social media
platforms.® This transparency increased the cost of
noncompliance and helped normalise adherence to
the new rules.

Chile's experience serves as a compelling example
of how embedding BOT into public procurement
systems can produce measurable improvements
in integrity and oversight, even in large and open
markets. Its approach offers valuable lessons for
countries pursuing similar reforms, particularly in
changing the culture, aligning incentives, building
institutional capacity, and leveraging technology to
enhance accountability.
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Progress and steps taken

The Chilean public
procurement market

Chile is a high-income country with a population of The Chilean public procurement market is highly
nearly 20 million. In 2024, the total value of trans- open.? This openness, combined with targeted
actions on Mercado Publico amounted to USD 16 policies supporting MSMEs - such as simplified
billion, the equivalent of 5% of the country’s GDP registration processes, preferential treatment in
(see Table 1).° The platform facilitated the manage- certain contracting categories, and initiatives for
ment of procurement activities for over 1,086 training and financing programmes - has signifi-
purchasing entities and more than 110,000 suppliers,  cantly contributed to MSMESs' ability to compete and
representing a substantial portion of the country’s access government contracts.’ As a result, MSMEs
economically active agents.’ have achieved a strong market presence, reaching

40% of the total value procured in 2023.

Table 1. Chilean public procurement market at a glance

Value of procurement in 2024
Source: ChileCompra, Open Data Portal, and Central Bank of Chile'®

Number of tenders in 2024

Source: ChileCompra, Open Data Portal.”?

Number of purchase orders in 2024

Source: ChileCompra, Open Data Portal.”

Number of purchasing entities in 2024

Source: Slide deck provided to Open Ownership by the Observatory of ChileCompra.

[a] Number of suppliers transacting on Mercado Publico in 2024

[a]=[b]+[c] Source: Interview with executives of ChileCompra (2025)

[b] Number of suppliers: legal entities and enterprises

Source: Interview with executives of ChileCompra (2025).

[c] Number of suppliers: natural persons

Source: Interview with executives of ChileCompra (2025).

MSMEs market share in 2023
Source: ChileCompra.'* (2024 data forthcoming)

USD 16,542,305,230

(About 5% of the GDP)

1,170,624

2,030,377

1,086

110,000

66,000

44,000

40%
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The legal reform introduced
by Law No. 21634

Since its inception in 2003, Public Procurement Law
No. 19886 has been amended eight times."® Yet, it
remained largely unchanged until December 2023,
when Law No. 21634 introduced the most significant
reform of its history. The reform had multiple aims,
including enhancing transparency, strengthening
competition, improving efficiency, and upholding
integrity in public procurement, while ensuring
broader participation of MSMEs.

The reform was designed to be implemented in four
phases:

DEC 2023 ¢ Phase 1: Provisions on conflicts of

interest and integrity come into force. All
public officials — not just senior execu-
tives — are prohibited from selling goods
or services to their own agencies. This
ban extends to their spouses, close rela-
tives, and any companies in which they
hold ownership or beneficial interest.
For those involved in procurement, the
restriction applies during their tenure
and for one year after leaving office.

DEC2024 ¢ Phase 2: Registration in the Supplier

Registry becomes mandatory for partic-
ipation in public procurement. Legal
entities must disclose their ultimate
beneficial owners and administrators.
Measures to promote the participation
of MSMEs and local suppliers are also
implemented.

Jun2025 ¢ Phase 3: Innovation and efficiency

measures, such as reverse auctions,
are introduced.

DEC2025 ¢ Phase 4: Public works procurement

from the Ministry of Public Works (MOP)
and the Ministry of Housing (MINVU) are
incorporated into the Supplier Registry.

Legal entities and potential conflicts of interest

Under Chilean legislation, a conflict of interest in
public service is defined as a situation in which a
public official’s private interest overlaps with the
public interest, thereby compromising impartiality.'®
The reformed Public Procurement Law No. 19886
expands the definition of a conflict of interest to
include not only senior executives but also all public
officers within public institutions.”” These individuals
are prohibited from selling goods and services to the
agencies in which they work. This restriction also
extends to their spouses or civil partners, relatives,
and companies in which they hold membership

or beneficial ownership. Similar restrictions

apply to employees of non-public organisations

that receive public funds exceeding UTM 1,500
monthly (currently equivalent to USD 106,000)." For
executives and officials involved in procurement
processes, the restriction on contracting with their
own institution applies both during their tenure and
for a period of one year following the end of their
service.

Prior to the reform, the national law required legal
entities to disclose information on their partners

or shareholders in the Supplier Registry. However,
these entities were sometimes part of broader

and more complex ownership structures, making

it difficult — and in some cases impossible — to
identify the natural persons who ultimately owned,
controlled, or benefited from these structures

(i.e. the beneficial owners). The openness of the
Chilean public procurement market, with its large
number of domestic and foreign participating
suppliers, heightened this challenge. Before the
reform, registration in the Supplier Registry was not
mandatory. This made it significantly more chal-
lenging for ChileCompra to identify the individuals
behind a wide range of legal entities and effectively
prevent misconduct and regulatory breaches,
including those related to conflicts of interest. The
next sections provide further details on how BOT
measures introduced by the reform helped address
this challenge.
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To ensure better coverage of the new provisions
introduced by the reform, the number of institu-
tions regulated by the Public Procurement Law
was expanded. According to ChileCompra, these
changes will entail, once fully implemented, a 35%
increase in the number of purchasing entities regu-
lated by the law (including the Congress, the Public
Prosecutor’s Office, the judiciary, and municipal
corporations) and a 20% increase in associated
suppliers.'

To support compliance with these new legal obliga-
tions and ensure effective enforcement, the reform
also strengthened ChileCompra'’s oversight role. It
established a legal mandate to promote integrity

in public procurement, including the obligation to
report potential misconduct to oversight bodies -
such as the Public Prosecutor’s Office, the CGR, and
the National Economic Prosecutor. This includes
any actions that may constitute crimes, breaches

of probity, or antitrust violations. ChileCompra'’s
updated mandate also includes the responsibility to
establish agreements with public and private enti-
ties to exchange data and strengthen the Supplier
Registry.

Embedding beneficial ownership transparency
measures into reform strategies

BOT provides information about the ownership

and control relationships between individuals and
legal entities and arrangements, offering a more
comprehensive view of a business. This information
allows procurement authorities to identify potential
conflicts of interest that may not be immediately
apparent by revealing any connections between
public officials and legal entities involved in bidding
processes.?®

In addition to aiding risk detection, BOT measures
have a preventive effect by signalling political

action against secrecy. This is especially true when
these measures are coupled with public oversight;
effective, proportionate, and dissuasive sanctions for
noncompliance; and clear pathways for addressing
misconduct.

The reform introduced by Law No. 19886 in Chile
included BOT requirements to prevent conflicts of
interest, illicit financial activities, and anti-competi-
tive behaviour by making ownership structures more
visible to procurement authorities and oversight
bodies. As of 12 December 2024, all suppliers -
whether domestic or foreign, individuals or legal
entities — must register in the Supplier Registry to
access business opportunities on Mercado Publico.
Domestic and foreign legal entities are required to
disclose their ultimate beneficial owners and admin-
istrators as part of the registration process.

According to the Law, individuals are considered
beneficial owners when they are natural persons,
whether Chilean or foreign and with or without domi-
cile in Chile, who: (a) hold a share equal to or greater
than 10% of the capital, profit rights, or voting rights
in a legal entity, investment fund, or unincorporated
entity; (b) are able to appoint or cause the appoint-
ment, directly or indirectly, of the majority of the
directors or administrators of such legal entities,
investment funds, or permanent establishments; or
(c) exercise effective control over such legal entities,
investment funds, or permanent establishments,
enabling them to make or influence decisions
concerning these entities.?’ If it is not possible to
identify the beneficial owner, the law indicates that
the term shall be understood to refer to the natural
person who directly or indirectly performs manage-
ment or administrative functions within the entity
required to report.??

Fostering compliance through business
incentives and user-friendly systems

To ensure the effective implementation of BO identi-
fication, several key elements were considered, but
the use of incentives for suppliers was seen to be the
most critical. The key concept used in this context is
the eligibility to operate on Mercado Publico. Legal
entities that fail to submit their BO information are
not deemed eligible in the Supplier Registry and
cannot participate in the public procurement market.
Specifically, the system requires suppliers to provide
their BO information whenever they attempt to
transact - that is, to submit a bid, send a quotation,
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or accept a purchase order. In this way, the disclo-
sure requirement is directly linked to a key business
process for suppliers, significantly increasing
compliance.

The process is as follows:

— For suppliers already registered in the system:
Thousands of mass emails are sent to legal enti-
ties already registered in the Supplier Registry,
encouraging them to declare their BO information
and warning that failure to do so may result in
removal from the Registry. However, according to
ChileCompra officials, the most effective strategy
has been linking the disclosure requirement to
specific business processes. In practice, when a
supplier identifies an attractive business oppor-
tunity, intends to submit a quotation, or receives
a purchase order, the only way to proceed is by
submitting the required information on their bene-
ficial owners.

— For new suppliers: All new suppliers — whether
domestic or foreign, and natural persons or
legal entities — are required to register in the
Supplier Registry. Legal entities must disclose
their ultimate beneficial owners, along with the
administrators or individuals empowered to make
contractual decisions on behalf of the company.

In addition, the BO registration process was
designed to place the least possible burden on the
individuals disclosing BO information (that is, the
system users). Drawing on data from the SlI, the
Supplier Registry presents system users with a
pre-filled declaration form. This form contains all the
information already available from the SlI, including
information on names and ownership percentages
of shareholders, along with the legal entity’s tax
representative and tax identification number (RUT).?*
Users are only required to provide additional details
regarding the legal entity’s beneficial owners when
needed. This approach not only streamlines the
registration process but also benefits data users by
providing more complete and accurate data they can
trust, leading to more reliable analysis and informed
decision-making in the procurement process.

Tackling implementation challenges

The implementation of the reform has not been
without its challenges:

— QOver 700 suppliers have required one-on-one
support to complete their registration in the
Supplier Registry.

= Many suppliers have noted that the information
in the system was outdated. In such cases,
ChileCompra directs suppliers to update their
records with the SlI.

= Many large companies listed on the stock
exchange market are not required to report
their BO information to the SlI, but rather to the
Financial Market Commission (Comision para el
Mercado Financiero). As a result, these compa-
nies have to follow a different reporting process.

— Some large suppliers, including several foreign
ones, initially refused to provide the required
information, expecting preferential treatment
from the administration. Instead, their access
to the public procurement market was firmly
closed. While many have since complied, a small
number still choose not to submit the information,
effectively excluding themselves from public
contracting opportunities.

The documentation and understanding of these
challenges provides a crucial opportunity for
ChileCompra to delve into underlying issues and
explore avenues for reform and system improvement.

Emerging findings on the
effectiveness of reform
implementation

Assessment of compliance rates

As of March 2025, 39,039 out of the 66,000 compa-
nies required to report their BO information had
successfully registered in the system. Within just
three months of the mandate taking effect, this
resulted in a 59% compliance rate. This strong
early uptake reflects both the effectiveness of
ChileCompra’s incentive-based approach and the
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integration of the disclosure requirement into core
business processes. Since disclosure is triggered
when a company transacts on Mercado Publico, it is
expected that the remaining companies will comply
in due course as they begin to re-engage with the
public procurement system.

These results indicate a promising trajectory toward

full compliance, while minimising the administrative
burden and reinforcing accountability.

Table 2. Beneficial ownership identification in public procurement: Key figures and coverage

Mandatory information to be provided as of

Number of beneficial owners registered (as of March 2025)

Source: Interview with executives of ChileCompra

Number of companies that submitted their BO information
(as of March 2025)

Source: Interview with executives of ChileCompra

Number of legal entities targeted®*

Source: Interview with executives of ChileCompra

Legal vehicles covered

Data on beneficial owners in the public procurement market

The legal reform enabled the integration of BO

data into ChileCompra'’s systems, significantly
strengthening the detection of conflicts of interest.
By requiring legal entities to disclose their ultimate
beneficial owners, the system can proactively
cross-reference this information with ChileCompra’s
database of procurement officials, triggering
automated alerts to identify potential conflicts of
interest. Additionally, information on each awarded
legal entity can be accessed on Mercado Publico,
either through the award minutes of tenders or the
purchase orders associated with other procurement
procedures.

12 December 2024

>100,000

39,039

66,000

- Public limited companies with capital divided into shares
(Sociedades Andnimas —S.A.)

- Limited liability companies with a defined number of
partners (Sociedades de Responsabilidad Limitada - S.R.L.)

- Individual limited liability enterprises owned by a single
person
(Empresas Individuales de Responsabilidad Limitada — E.Il.LR.L.)

- Stock companies offering flexibility in corporate govern-
ance (Sociedades por Acciones — SpA)

- State-owned enterprises

- Foreign companies

- Foundations and non-profit organisations

Structured data is now stored in ChileCompra's database,
accessible for the CGR and the National Economic
Prosecutor’s Office
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The role of beneficial ownership
transparency in preventing and
detecting conflicts of interest

Observatory of ChileCompra’s system and
processes for detecting conflicts of interest
The Observatory of ChileCompra is an internal unit
of the national public procurement system tasked
with promoting efficiency, integrity, and transpar-
ency by detecting potential irregularities in public
procurement processes. This is achieved through
continuous monitoring of Mercado Publico as well
as by receiving and managing identity-protected
complaints. The Observatory applies both preventive
and corrective actions to address and mitigate such
irregularities. Established in 2013, its functions were
formally recognised with the reform of Law No.
21634, which significantly strengthened its authority
and impact.

The Observatory's main approach is to establish a
proactive system for conflict-of-interest warnings,
which BO information feeds into. Whenever a poten-
tial conflict of interest is automatically detected

by the system of the Observatory, a notification is
sent to the procurement officer responsible for the
process. This allows them to provide a statement

or take the necessary steps to properly manage the
conflict. If the purchasing entity fails to provide a
satisfactory response or resolution within five busi-
ness days, the case is escalated to an official from
the Observatory and forwarded to relevant oversight
bodies, such as the CGR, as stipulated by the legal
reform.

The Observatory detects conflicts of interest using
BO information as part of the following business
processes:

1. purchase orders issued to a supplier where one
of the company’s beneficial owners has an active
user account with access to Mercado Publico as
a buyer within the same procurement entity;

2. tenders in which one or more members of the
evaluation committee are beneficial owners of a
bidding supplier;

3. tenders where those responsible for the procure-
ment process, payment, or contract execution are
beneficial owners of the awarded supplier.

Information on buyers and those responsible for
procurement, payments, or contract execution is
automatically recorded in ChileCompra'’s database
when users start operating on Mercado Publico.
The specific composition of the tender evaluation
committee must also be recorded in a structured
format for each process in the information system.

One of the most innovative aspects of ChileCompra’s
approach has been its decision to publicly disclose
the findings of its monitoring efforts through the
ChileCompra Observatory — even when irregularities
have involved other agencies within the same
executive branch.?® This bold move showcases
ChileCompra's institutional maturity. ChileCompra’s
Director, Verénica Valle, underscored this commit-
ment by establishing a groundbreaking performance
indicator within her management agreement, that

is, the number of conflict-of-interest cases detected
through the Observatory’s automated alert system
which are subsequently analysed and verified.

Outreach campaigns and capacity-

building by ChileCompra

Ahead of the procurement reform, ChileCompra
launched the Stop Corruption campaign in October
2023. Its aim was to build early awareness among
buyers and suppliers using a dynamic mix of
outreach tools, including news features, social
media animations, mass emails, and educational
infographics on whistleblower protections and direct
contracting.

Following the campaign, interest among both buyers
and suppliers in the reforms skyrocketed, leading to
an unprecedented engagement in outreach activi-
ties. This surge in attention translated into record-
breaking attendance at online training sessions

and webinars, as public officials sought to better
understand the new rules and their implications.?®

New online courses were delivered via
ChileCompra’s training channel for buyers and
suppliers to address the changes introduced by the
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reform — particularly the expanded scope to identify
and reduce conflicts of interest.?’” This shift likely
represents the most significant cultural change from
the reform for both buyers and suppliers, especially
for public officials not traditionally involved in
procurement roles.

Indicators of a reduction in reported
conflict-of-interest cases

In February 2025, the number of monthly conflict-of-
interest cases detected by the preventive monitoring
system of the Observatory of ChileCompra had
decreased by 69% since the implementation of the

law. Prior to the reform, the system recorded an
average of 18.7 conflict-of-interest cases per month.
After the reform, this average dropped significantly
to 5.8 cases per month.

The following chart presents the historical trend in
detected cases from December 2022 to February
2025.

Figure 1. Monthly detected cases of conflicts-of-interest before and after public procurement reform
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Source: The Observatory of ChileCompra.

This sharp decline could suggest a substantial
improvement in the system'’s ability to detect and
reduce conflicts-of-interest, likely influenced by a
combination of stricter regulations, increased trans-
parency, and higher compliance awareness among
public officials and suppliers. While isolating the
exact impacts of the BOT reforms is challenging due
to multiple influencing factors, it can be reasonably
assumed that the reforms have played a role in this
positive trend.

However, the reduction in detected conflicts may not
solely reflect improvements in procurement integrity.
Some individuals involved in corrupt practices may
have shifted their activities elsewhere, highlighting
broader governance challenges. While this indicates
the reforms’ success in cleaning up procurement, it
also underscores the need for continued efforts to
address corruption across other sectors.
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The sustained reduction of detected conflicts of
interest over the past few years suggests that the
implemented preventive system has been not only
effective, but also consistently stable in delivering
measurable indicators of impact on the prevalence
of conflicts of interest in public procurement in Chile.
However, the automated system may not be as effec-
tive in detecting subtler or more complex conflicts,
suggesting room for improvement in its design.

Another valuable tool for identifying conflicts of
interest has been the protected-identity whistle-
blower hotline — an innovation introduced by the
recent reform of the Public Procurement Law.
Through this confidential channel, the Observatory
of ChileCompra has received 208 reports of conflicts
of interest, helping to strengthen oversight and
reinforce a culture of accountability throughout the
system.?®

Key challenges related to

geographical coverage and the

scale of policy implementation

While the success of the Observatory of
ChileCompra is evident, it represents only a partial
view of the broader challenges the system must
address. The current figures are based on data
from approximately 38,000 public officials directly
involved in procurement processes.*’ As data-ex-
change mechanisms in the CGR, the Civil and
Supplier Registries are fully implemented, the scope
of monitoring will expand significantly.®

However, these stringent measures pose serious
challenges in sparsely populated and remote areas,
such as Easter Island (municipality of Rapa Nui).
Located 3,500 kilometers from the mainland, this
overseas municipality has fewer than 8,000 inhabit-
ants, where family ties between public servants and
suppliers are common. In such cases, if conflicts of
interest are deemed unavoidable, the approval of the
contracts must be formalised through a substanti-
ated administrative resolution. This resolution shall
then be communicated to the hierarchical superior
of the signatory; the CGR; and, in the case of State
Administration bodies, the Chamber of Deputies
(Cémara de Diputados).
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Key lessons

— Legal and institutional strengthening, along Despite expanding the legal definition of “conflict

with technical autonomy, are essential for
implementing ambitious and sustainable
reforms in public integrity. The reform not only
expanded the legal framework but also granted
ChileCompra new requirements and powers,
such as the obligation to report irregularities

to oversight bodies and the ability to request
information directly from other public agencies.
This has enhanced autonomous, empowered
leadership willing to innovate, adapt, and develop
a culture of transparency in agile policy imple-
mentation by sharing openly about challenges
and seeking to understand them to guide avenues
for improvement. This included the findings from
the Observatory of ChileCompra.

Creating business incentives and simplifying
information disclosure is more effective than
relying solely on deterrent measures to ensure
compliance. The obligation to disclose BO infor-
mation was not imposed in isolation but rather
as a requirement for operating on the national
procurement platform, Mercado Publico. The
disclosure process was facilitated by prepop-
ulating declarations through their connections
with other governmental systems. This pragmatic
approach led to high levels of compliance - 59%
within just three months - without relying on
costly enforcement mechanisms. This strategy
enhanced regulatory efficiency while reducing
the burden on suppliers and ChileCompra.

Preventive transparency and real-time moni-
toring are powerful tools for mitigating integ-
rity risks, even in complex and open markets.

of interest” — and thereby increasing the likelihood
of detection — the number of cases identified

by the Observatory of ChileCompra decreased

by 69% since the beginning of the reform. This
suggests that ensuring an agency with solid
institutional powers and accountability culture
can manage a system based on early alerts, auto-
mated analysis, and institutionalised follow-up
can contribute to effectively shifting behaviour,
even in fragmented markets like Chile's, where
more than 110,000 domestic and foreign suppliers
operate annually. However, it would be worth-
while further investigating this trend, as another
possible interpretation of this decline could be
that the automated system is not as effective in
detecting subtler and more complex conflicts of
interest.
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Anuario Estadistico del Empleo Publico en el Gobierno Central
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