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Franchising as a method to distribute goods 
and services continues to grow in Chile. 
According to a 2016 study prepared by the 
Universidad de Chile Business School, 208 
franchised brands operate in Chile with total 
revenues of U.S. $1.951 billion and total 
employment of 53,500, representing a 31% 
increase in revenues and a 47% increase in 
workers from 2012. Of those brands, almost 
one-third were domestic Chilean brands, 
26% were U.S. brands and 15% were 
Spanish brands. Food was the largest market 
sector (39%), followed by services (23%), 
clothing (17%), retail (14%), and education 
(7%). 

Applicable Law
Chile has no specific law or regulation 
applicable to franchising. Instead, general 
principles of contract law as provided 
for in the Civil and Commercial Codes 
govern franchise agreements. Additionally, 
regulations applicable to the specific industry 
in which the franchisee operates must be 
observed. For example, franchised restaurant 
brand outlets must comply with the provisions 
of the Chilean Regulation on Food Products 
(Decree N° 977 of the Chilean Ministry of 
Health).

Franchisors are not subject to mandatory 
pre-contract disclosure obligations, however, 

the general provisions on good faith in the 
Chilean Civil Code require the parties to 
disclose to each other all matters relating 
to the franchise agreement that would be 
material to the other party’s final decision to 
sign the agreement. 

No specific legal formalities must be followed 
when signing a franchise agreement. 
However, if Chilean law will govern the 
agreement, the better practice is to have the 
franchise agreement signed in the form of 
a public notarial deed or as a private deed 
signed before a notary public, because it 
provides certainty as to the execution date 
and the signatory parties. If signed as a 
public notarial deed, the agreement may only 
be executed in Spanish in accordance with 
local law, although an English version of the 
agreement can be included as an annex to 
the agreement.

Additionally, there is no obligation to register 
the franchise agreement in a public registry 
or with any regulatory agency. Nevertheless, 
because a franchise agreement includes a 
trademark license, the parties may register it 
with the Chilean Trademark Office to obtain 
additional protection against third party 
infringements.  
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Currency Restrictions
Chile has no currency exchange restrictions 
that require submission of the franchise 
agreement for governmental approval. 
Consequently, no pre-remittance approval 
is required prior to payment to an overseas 
franchisor. Chile does not impose any legal 
requirement that the franchise agreement 
be executed prior to remittance of monies 
abroad. However, the Chilean tax authority 
would likely require the Chilean franchisee, if 
ever audited, to provide evidence of a signed 
and legalized agreement in place at the time 
of payment to support taking a tax deduction 
for the payment of the franchise fee incurred 
as an ordinary expense necessary for the 
production of income. 

Competition and Antitrust
Decree Law 211 of 1974 (“DL 211”), as 
amended, is the governing antitrust law. 
Although DL 211 includes no specific 
provisions dealing with franchising, the 
law’s restrictions on exclusive or designated 
suppliers may impact franchisors. The law 
permits required purchases from exclusive 
or designated suppliers provided those 
purchases are linked to the necessity of 
maintaining the quality of the franchise 
system. By contrast, required resale price 
maintenance is not permitted under DL 211.

In addition, Chilean courts have held that 
post-termination noncompete restrictions 
violate the constitutional right to work and 
are unenforceable unless the franchisee 
would be compensated for relinquishing its 
right to work. The appropriate amount of 
compensation can be determined by the 
parties prior to the contract or by a court 
at the time of enforcement. A reasonable 
approximation of profits during the period 

of the restriction is likely sufficient. Few, 
if any, franchisors actually compensate 
franchisees for post-termination covenants, 
but these provisions typically are included 
in a franchise agreement as a deterrent 
because their inclusion does not void or 
otherwise affect the remaining provisions in 
the franchise agreement.

Dispute Resolution
The parties to a franchise agreement are 
free to choose the forum in which to settle 
their disputes. Chile is a party to the New 
York Convention on the Recognition and 
Enforcement of Foreign Arbitral Awards; 
however, it could take up to two years or 
more to enforce a foreign arbitration award in 
Chile. 

Once the foreign award is obtained, all 
orders, correspondence, evidence, and 
other materials in the arbitration dossier 
must be translated into Spanish and 
submitted to the Chilean Supreme Court, 
which will assign an officer of the Court to 
review all of the procedural formalities of 
the award and determine preliminarily if the 
award is suitable for enforcement in Chile 
(exequatur proceedings). If the award passes 
the Supreme Court officer’s review, the 
Supreme Court itself will review the award 
and, if satisfied that the award meets all 
the pertinent requirements under Chilean 
law and international conventions to which 
Chile is a signatory, it will issue an order 
for enforcement by the competent lower 
court. The non-enforcing party may raise 
defenses at any stage during the recognition 
process, which will, of course, delay or hinder 
enforcement.

Because of the difficulty of enforcing a 
foreign arbitration award, an alternative 
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may be to hold the arbitration in Chile using 
one of three different Chilean mediation and 
arbitration centers—the Santiago Chamber of 
Commerce (the most well versed on business 
law issues), the Chilean American Chamber 
of Commerce and the National Arbitration 
Centre. The use of a Chilean arbitration 
procedure may be preferable if speed and 
quick enforcement are valued over what may 
be a more controllable and/or reliable result of 
proceeding in a foreign jurisdiction. ■  
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