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Introduction  

The word Chile has been adopted from the ancient indigenous Aymara language and means 

“the Country at the End of the World”. And indeed, this country lies at the end of the world. 

Its 4.200 km long shore is bathed by the waters of Pacific Ocean while the Andean mountain 

range has created a natural barrier between the country and the rest of the continent. The 

extraordinary length of its territory provides the country with an amazing variety of climates 

and landscapes. Chile is often called the “Switzerland of South America” and as such it is 

not only its natural beauty, but also business opportunities that attract the attention of the 

world. In spite of its segregated geographical location, it finds itself on the top of most 

international economic comparative rankings.   

I have chosen to analyze entrepreneurship in this country, since I have lived there 15 years 

and developed my very own business project in the tourism and hospitality industry in the 

north of Chile – in the Atacama Desert. (See Appendix 1) I initially arrived in Chile as a 

tourist without any knowledge of either Spanish language or the business and cultural 

environment. I have spent time working in various tourist enterprises, acquiring all necessary 

cross-cultural experience, proficiency in Spanish language along with the expertise of the 

developing Chilean tourism industry. In combination with my background education in the 

field of hospitality and relevant praxis in several European countries I was overtime able to 

design, plan, develop and direct a successful business project. As an enthusiastic 

entrepreneur, I started the business on my own by acquiring land in the Atacama Desert, on 

which all the facilities were built. At first, the operations were rather simple and I was the 

sole employee of the company, but over 5 years of operation, the Lodge came to have 6 

rooms, sophisticated wellness and expedition facilities and 17 employees. (See 

Photogallery) Focusing on discerning travelers, tailor-made service packages were offered, 

filling a niche opportunity in the local market. This business model became quickly an 

example to emulate. I sold the business in October 2013.  

The goal of this thesis is to depict business environment of Chile along with the assessment 

and evaluation of the business project, while defining any eventual shortcomings and 

suggestions for improvements. The method applied to solve the mentioned problems is an 

initial analysis of the general features and syntax of analytical findings with relevant 

conclusions. The thesis consists of three chapters, where the first two are theoretical. 

Political, economic, social, technological and legal aspects of Chile are analyzed in the first 

chapter. Trade policies of Chile towards foreign investors, along with legal requirements for 
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starting a company and the general framework for starting a business in Chile is analyzed in 

the second chapter. Both chapters will provide a broad informational platform. Third – the 

practical chapter - will analyze problems of setting up a company in the tourism and 

hospitality industry. The company´s strategic and financial analysis will be performed, along 

with valuation of the company. Conclusions and recommendations will be drawn. This thesis 

is written with present conditions in mind, reflecting the current political and economic 

situation of Chile today. Those conditions may change over time. The bibliographic sources 

used for the theoretical part of the thesis are mainly Chilean government informational 

sources in electronic form, along with comparative economic charts of International 

Organizations and electronic sources of VSE library. The practical part of assessment and 

analysis is based on accounting materials of Atacamadventure Wellness & Ecolodge, 

accompanied with selected awards and photographic material. 
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1 PESTLE Analysis of Chilean Economy. 

1. 1 Political Analysis.  

Ever since 1925 the Chilean legislation has been based on a Constitution, which guaranteed 

popular democracy although in the military coup d´état in 1973 most constitutional 

provisions were suspended. In 1980 a new Constitution was approved and then enacted in 

1981. In that version of the Constitution, the president was popularly elected and he was the 

focus point of executive power. Further changes enhanced the Constitution in 2005 among 

which the entitlement for all citizens older than 18 to vote stands out. The influence of the 

military in government, which until that point had major power, was from then on 

significantly reduced. 

Present day Chilean political framework is rooted in a thriving democratic system, which 

ensures the stability of its economic policies, fiscal environment and monetary discipline. 

The current president of Chile, Michelle Bachelet, has been reelected for her second term in 

2013. The president is the head of state and the head of government at the same time. The 

executive power is entrusted into hands of the government while the legislative power is 

exercised by the government along with the bicameral National Congress. There is a multi-

party system in place with two dominant coalitions: the center-left Coalition of Parties for 

Democracy (Concertación de Partidos por la Democracia) and the center-right Alliance for 

Chile (Alianza por Chile). Historically the political parties were divided into the left, the 

right wing and the center. Under Pinochet´s military government (1973-1990) the leftist 

parties were banned and other parties were ordered to suspend their activity, leaving Chile 

purely in hands of the dictator Augusto Pinochet. The parties were restored again in 1987. 

Once restored, the center and left emerged as a strategic alliance whilst the right wing 

remained supportive to Pinochet. The highest judicial body is the Supreme Court.  

The main government goals are to reduce social inequality, to improve the education system 

and to implement counter-cyclical policy. There are plans for investments into renewable 

energy, to enhance Chile´s productivity, to become self-sufficient in terms of food 

production and move away from the dependence of Chilean economy on copper. 

Chile is divided into 15 regions, which are further divided into 54 provinces and 346 

communes. The capital city is Santiago de Chile. Regional and provincial governors are 

appointed by the president. 
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1.2 Economic Analysis. 

Chilean GDP per capita in 2014 was recorded as US$ 14,500 in 2014 and GDP per capita in 

purchasing power parity terms at US $21,990 in 2013.1 

Chilean GDP is composed of 3,6 % agriculture, 31,4 % industry and 65 % services.2 Within 

services, the financial sector is of an eminent importance and relatively large. Banks are well 

capitalized and profitable. There are three pillars in the Chilean financial system: the banks, 

pension funds and insurance funds. Other important sectors of services are tourism and 

transport. Agriculture is also an important sector of Chilean economy. Due to Chile´s 

geographical location and diversity of climates, the agricultural production is varied. The 

most exported products are wine and fruit. The 4300 km long coastline is a source of a unique 

fishing advantage, enabling Chile to be positioned among the top ten seafood producers in 

the world. Atlantic salmon, Pacific salmon and rainbow trout are most exported fish 

resources. 

Mining is of an outmost importance for Chilean economy. Mining products accounted for 

56,8 % of total export in 2014.3 The country´s export growth relies on a highly sought-after 

commodity – copper. There is a heavy dependency of Chilean economy on global 

commodities prices – particularly copper prices. Global prices of commodities have seen a 

decline over the past few years, resulting in depreciation of the national currency – peso. 

This has consequently affected Chile´s purchasing power in world markets. The copper price 

decline has affected the overall economy growth, causing its slow down. On the other hand, 

through Chile´s fiscal prudence and diversified markets in terms of cross-border trade and 

in spite of the dependency of Chilean economy on world copper prices, the economy 

slowdown is only minimal. That is in comparison to the impact of commodity prices decline 

in other South American countries economies – namely in Brazil. 

 

 

                                                 
1 WTO. World Trade Organization. [online]. [Geneve]: WTO. [seen 2016-04-09] Available at: 

https://www.wto.org/english/tratop_e/tpr_e/s315_e.pdf 
2 GFMAG. Sources for Country Economic Reports & GDP Data. [online]. [Santiago de Chile]:Sources for Country Economic Reports 

& GDP Data. [seen 2016-02-09]. Available at: https://www.gfmag.com/global-data/sources/source-for-country-pages 
3 COCHILCO. Chilean Copper Commission [online]. [Santiago de Chile] Boletín Mensual Electrónico COCHILCO, February 

Available at:http://www.cochilco.cl/productos/boletin.asp?anio=2015&mes=02&tabla=tabla18_1. 
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Chile is further competitive in manufactured goods exports, which account for about 11% 

of the GDP. Manufacturing is based on processing of minerals (copper wire and fertilizers), 

food processing and forestry resources (wood products). 

Overall Chilean exports accounted for 63 billion USD in 2015. Main exported commodities 

are fuels and mining products, copper and copper alloys being the top exported product, 

taking up 54 % of exports. Followed by 31,1 % agricultural products especially wine and 

fresh grapes and 13,7 % manufactures.4 Overall Chilean imports also account for 63 billion 

USD. 74 % of Chilean imports is taken up by manufactures, 15,5 % by fuels and mining 

products such as petroleum and 9,7 % by agricultural products, where bovine meat is on the 

top position.5 Main import as well as export partners are China, European Union and the 

United States. Trade in commercial services shows 4 billion deficit in 2014, where travel is 

the most prominent service traded. 

As for FDI investment, the total amount invested in Chile was in 2014 15514 billion USD.6 

FDI outflows of that same year account for 5740 billion USD. This shows a clearly marked 

foreign investors interest in Chile. FDI is one of the pillars of modern global economic 

system, being a key driver of economic growth. FDI is not only a source of capital, it is 

beneficiary to the host country by so called “Spill-over effect”, which is explained as a 

                                                 
4 Chile Statistics. WTO.org. [online]. [seen 2016-05-11]. Available at www.stat.wto.org 
5 Inbidem 
6 Inbidem 

Chart 1 Chile Unemployment Rate 

Source: CHILE UNEMPLOYMENT RATE 1981-2016 CHART. Trading Economics.[Online]. [seen 

2016-03-01].  Available at http://www.tradingeconomics.com/chile/currency 
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knowledge transfer to local supply chains. Main Investors and destinations are similarly like 

in case of exports and imports China, European Union and the United States. 

Inflation rate is at 4,5 %. Unemployment is at 5,9 %.7 

 

1.3 Social Analysis. 

Because of Chile´s colonial past, the society has been historically composed of the 

aristocratic higher class, descendants of Spanish settlers and the lower class descendants of 

domestic servants and peasants. The native indigenous population has lived segregated. The 

higher class have governed the country while living comfortable lives. In the second half of 

the 19th century, a middle class emerged and started to grow in size. In that period Chile´s 

economy was dependent on nitrate exports, supporting to European markets, which 

collapsed after World War I, leaving the aristocrats bankrupt and powerless. At that stage 

traders, manufacturers, intellectuals and professionals have joined the middle class, which 

while increasing in size, demanded the attention of the government in terms of an economic 

and social change. 

Based on the historical evolution, today´s society is divided into three classes. The upper 

class composed of descendants of the old aristocracy, including wealthy traders, 

industrialists, politicians and military. As it did historically, nowadays it is the upper class 

that exercises the most influential power in the society. It was also the upper class that 

supported the imposition of the dictatorship and consequent restoration of democracy. The 

lower class consists predominantly of miners, farm- craft- and factory workers. It was this 

class, which backed Salvador´s Allende pro-democratic coalition and turned to left-wing 

parties after the end of dictatorship of Augusto Pinochet in 1990. The middle class is largely 

varied when it comes to professions and incomes. 

Currently, the population is composed of 93 % of mestizos – descendants of mixed Spanish 

settlers and Native American inhabitants. 3 % is pure Native American, namely the 

Araucarians. The remainder are European immigrants, among which German community in 

southern Chilean provinces stand out. Further there are smaller communities of Italians, 

Swiss, Spanish and Yugoslavian who came to Chile in the mid-19th century. The population 

                                                 
7  Trading Economics. Trading Economics. [online]. [Santiago de Chile]. Indicators [seen 2016-02-09]. Available at: 

http://www.tradingeconomics.com/chile/inflation-cpi 
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of Chile is currently approaching 18.000.000.8 About one third of the population lives in 

Santiago. 

Chile has a remarkable welfare system, which was first enacted in 1920. Since 1981 a new 

social security system has been implemented, which was privately administered, but 

government regulated, presenting the whole system as a framework of private insurance 

policy in combination with mutual fund investments. Under the National Health Service the 

majority of the population receives free medical care. 

The Roman Catholic Church, including the controversial Opus Dei, has historically 

exercised a strong influence in Chilean society. At the same time, native Americans are still 

practicing traditional religions in mostly segregated communities in the north and the south 

of the country. Due to a significant influence of Church on governance of the country, 

divorce was prohibited until 2008 and abortion became legal only recently – in the beginning 

of 2016.  

Chile´s politics on reducing poverty proves to be very effective, since the current registered 

proportion of the population living below the poverty threshold is at 14,4 %.9 In spite of that, 

inequality is still moderately high. 

 

1.4 Technological Analysis. 

As a member of WTO Chile has implemented the Agreement on Technical Barriers to Trade 

ensuring that all technical regulations and conformity assessment procedures are in line with 

WTO rules. Those rules are based on non-discrimination and transparency principles. 

Chilean technical standards based on internationally recognized criteria of ISO and the 

International Electro-technical Commission are drafted by The National Standardization 

Institute (INN). These standards pertain to areas of health, safety, construction and food, 

among others. Whenever new products are placed on the market, compliance with technical 

regulations is verified and based on set standards, a declaration of conformity is issued. In 

terms of imported goods, Chile recognizes results of certifications from 14 countries. 

Chile has a cutting-edge telecommunications network. It has 37 airports, and 52 ports. 

Railroad connects the northern city of Iquique with southern Puerto Montt, even though 

                                                 
8 Trading Economics. Trading Economics Chile Population. [seen 2016-02-09]. Available at: 

http://www.tradingeconomics.com/chile/population 
9  Worldbank.The World Bank. [online]. [Geneva]. The World Bank. Country Data Chile. [seen 2016-02-09]. Available at: 

http://data.worldbank.org/country/chile 
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passenger transportation is restricted. Railroad is mainly used for commodity transportation, 

especially copper. The northern section of railroad is interconnected with Andean High 

Plateau in Bolivia, Peru and Argentina. The Chilean railroad network comprises 

approximately 6000 km. Chile´s road network remains the main mean of moving freight and 

people. Out of approximately 80.000 km of available road network, about 20.000 km are 

paved. That includes the Pan-American and Southern Highways. 

As a result of Chile´s complex geology, the major part of the northern territory is covered 

by the Atacama Desert. Most coastal cities rely on water transportation from the Andes. 

Since they do not have their own water springs, the water supply is ensured by a 

comprehensive system of pipelines connecting the Andean rivers with coastal cities in need 

of water. The water pipelines that traverse the Atacama Desert are truly remarkable. As an 

example, the northern mining city of Antofagasta with 300 000 inhabitants is supplied by 

potable water from the Andean springs of Toconce, from a distance of nearly 300 km. 

Most of the country´s electricity requirements are covered by imported electricity. For this 

reason, one of the top current priorities of the Chilean government is development and 

implementation of renewable energy solutions. 

Chile has recently been criticized by International organizations in that its investment into 

research and development is too low, affecting the country´s technological progress. Of 

course the technological progress has to do with Chile´s educational system, which needs to 

be reformed, and as already mentioned, education reform is one of the current goals of the 

Chilean government. 

 

1.5 Legal Analysis. 

The legal analysis is examined from the point of view of an investor, and as such, Chile is 

well known within the global business community as the best location for starting and doing 

business in South America. It belongs to OECD high-income countries and has one of the 

most open and rapidly growing economies in the world. Chile became an OECD member in 

2007. It has been a member of the GATT since 1949 and its successor the WTO since 1995. 

As such, it is bound by the rules of the WTO and the country´s obligations as for the market 

openness are defined in Chile´s Schedule of Commitments. Double taxation is avoided 

through agreements with numerous countries. Outside of the WTO standards, Chile bases 

its open trade strategy on regional trade agreements, strategic partnership agreements and 

free trade agreements ensuring free movement of capital, goods and services. There are 
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currently 14 FTAs in force.10 Out of those the recently signed, it is the TPP that stands out. 

It is a mega-FTA which brings together 12 Pacific Rim economies accounting for 40 % of 

the world GDP and its goal outside of an economic alliance is cooperation in scientific, 

technological and financial fields among the member countries. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Regional Trade Agreements Information System (RTA-IS). [online]. [seen 2016-03-01].  

Available at: http://rtais.wto.org; and WTO document WT/REG/W/87 of 3 November 2014 

 

Since 1974, the promotion of the Chile´s export sector has been based on the reduction of 

tariffs and elimination of restrictions on imports. Customs tariff is based on the Harmonized 

Commodity Description and Coding System – version 2012. Ad valorem tariff applies to 

most imports, excluding some agricultural products.  The MFN tariff has been set at a flat 

rate since 1979, reaching 6 % in 2003. As a result of free trade agreements, the average 

applied tariff was less than 2 %.11 As of 2014, 0 tariff on importation of any products from 

Least Developed Countries was applied, excluding wheat, wheat flour and sugar.12 Chile is 

recipient as well as beneficiary of the Generalized System of Preferences as participates in 

the Global System of Trade Preferences among Developing Countries. Sofar preferencies 

                                                 
10 CIEChile. Foreign Investment Committee [online]. [Santiago de Chile]: Foreign Investment Committee. [seen 2016-02-09]. 

Available at: www.ciechile.gob.cl 
11 Policies towards the tradable sectors in Chile. Ministry of Finance [online]. [seen 2016-03-28]. Available at: 

https://www.oecd.org/eco/growth/34047798.ppt 
12 WTO. World Trade Organization. [online]. [Geneve]: WTO. [seen 2016-04-09] Available at: Law No. 20.690 of 28 September 2013 
and WTO document G/C/W/695-WT/COMTD/N/44 of14 April 2014. 

Chart 2 Regional Trade Agreements 
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received include Australia, New Zealand, the Russian Federation, Japan, Turkey and 

Kazachstan.13 

Chile has the lowest perceived corruption levels in Latin America and one of the lowest 

worldwide. 14  There are no debilitating terrorist threats, no powerful drug cartels nor 

communist insurgencies and in general terms the crime rates are low. 

 

1.5.1 Legal Forms of Companies in Chile  

When considering establishment of a business in Chile and before any business activity may 

be initiated, it is important to define the best structure related the company´s purpose. The 

most common legal forms are corporations and partnerships. The decision, as to which form 

is the most suitable depends largely on the business strategy of the investor and the size of 

the capital input. There are four types of legal structures most suitable for a foreign 

investment project. 

a. Individual Enterprise with Limited Liability 

It is possible for a natural person to acquire the title of a business entity as an Individual 

Company with Limited Liability (Spanish abbreviation E.I.R.L). It is distinguished by a 

possession of a commercial character, which is differentiated from the property of the owner. 

This possession is defined by a constitutional deed. The deed also determines the liability of 

the company. The name of the company must include the name of the founder or a fictional 

name including the abbreviation E.I.R.L.  

b.  Limited Liability Partnership 

In these companies, the responsibility of the partners is limited to the amount of their 

contribution to the common capital or to a greater amount specified in the partnership deed. 

The purpose, administration, audit system of the company can be freely agreed by the 

partners. The partners can be natural persons or business entities, nationals or foreigners, not 

less than two and not more than fifty. A notarized deed is required, which is then archived 

in the Register of Commerce, relevant to the company´s domicile and published in the 

Official Gazette within 60 days of receiving the extract of the deed. The name of the 

company may state the name of one or several partners, but always must include the word 

“limitada” (limited). 

                                                 
13 Preferential Trade Agreements. WTO.org. [seen 2016-05-11] Available at:www.ptadb.wto.org 
14 Transparency International. Transparency International. The Agency Against Corruption. [online]. [Santiago de Chile]. Corruption 
Perception Index 2015. [seen 2016-02-09]. Available at: http://www.transparency.org/cpi2015#results-table 
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c. Closed Corporation /Sociedad Anónima (S.A.) 

This is a company based on a common capital, supplied by shareholders, who are only liable 

by the amount of their individual inputs. The corporation is managed by a board of directors 

composed of at least three members, who are replaceable. The company decisions are made 

based on a simple majority. The notarial deed must include an identification of each 

shareholder, the objectives of the association, its duration, the value of its capital, its 

administrative and profit distribution scheme. 

d. Joint Stock Company (SpA) 

This is a newly created variant of a closed corporation and can be established with only one 

shareholder. It is very flexible.  

 

1.5.2 Overview of Tax Structure  

Foreign investors are subject to the same tax system applicable to Chilean residents. Tax 

policies aim to be neutral, in order to make sure foreign entities are attracted to the Chilean 

market and not being unduly taxed. Direct tax is imposed on profits from certain capital, 

dependent or independent work or investment. Chilean residents are obliged to pay taxes 

from profits of any origin – should the source of income be located within or outside the 

country. At the same time, non-residents are obliged to pay taxes from incomes generated in 

Chile. There are three basic principles of the tax structure: 

a) The final tax targets are individuals. The taxes paid by companies are those 

that are paid by the company owners. 

b) The taxable base consists of a set of taxes, accounting for a tax period. 

c) The owners or partners of companies only pay taxes, once they have 

withdrawn their utilities. 

The tax structure is divided into first category tax (20 %), based on a specific economic 

activity, which is further enhanced with an additional tax. Further, there is a main 

consumption tax - the value added tax (19 %), and then other taxes i.e. tobacco tax, fuel tax 

apply accordingly. 
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1.6 Evironmental Analysis. 

Approximately two thirds of the Chilean population live in the central area. The high 

concentration of population has caused severe environmental pollution affecting mainly 

water and air resources. Complex environmental management has therefore been 

implemented. Since wood is one of most important economic components, the high rate of 

wood harvesting is also becoming an environmental issue. Wood harvesting is the principal 

cause of the spread of erosion, and has a negative effect on biodiversity.  

Chile has a complex system for protecting areas covering 20 % of its territory, this system 

is comprised of 30 parks, 36 national reserves and 10 natural monuments.15 Several treaties 

have been ratified in order to protect Chile´s biodiversity, above all endangered plant and 

animal species. Out of all the Western Hemisphere Convention, the Antarctic Environmental 

Protocol and Antarctic Treaty are of special note. In order to protect the environment and 

overall public health, Chile imposes prohibitions on specific imports such as toxic 

substances. General sanitary and phyto-sanitary requirements have to be met when importing 

animals, livestock and plants. Post-entry quarantine system may be applied, when considered 

by the authority of Servício  Agrícola y Ganadero (SAG). 

                                                 
15 CONAF. Corporación Nacional Forestal [online]. [Santiago de Chile]: CONAF. [seen 2016-02-09]. Available at: 

http://www.conaf.cl/parques-nacionales/parques-de-chile/ 

Chart 3 Tax Chart 

Source: Servicio de Impuestos Internos [online]. [seen 2016-03-01]. Available at: 

http://www.sii.cl/aprenda_sobre_impuestos/impuestos/impuestos_indirectos.htm. 
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Business projects, which may create a disruption of natural ecosystems, local communities, 

protected or historical areas, must undergo an evaluation by an environmental impact study 

(SEIA). This is performed by a public decentralized organization that bases its management 

on evaluation of projects, defined by a valid environmental system. The goal is also to protect 

the general health and hygiene of the public. Significant alteration of landscape through an 

economic activity is not permitted. After evaluation of an economic project, there are 60 

days, in which any organization or individual directly affected by the project may oppose 

the resolution of the act.16 

  

                                                 
16 SEA. Servicio de Evaluación Ambiental SEA. [online]. [Santiago de Chile]. Servicio de Evaluación Ambiental. [seen 2016-02-09]. 
Available at:   www.sea.gob.cl 
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2 The Framework for Starting a Business in Chile. 

Based on facts analyzed in the first chapter, I can state that Chile is considered the lowest 

risk country with the most secure operating environment for doing business in Latin 

America. At the same time, entrepreneurship is considered a solid base of the country´s 

future development and it is looked upon as a manner in which Chile may move away from 

its dependency on copper in the future. This is why a broad governmental platform to support 

Start-Ups has been created.  

According to the World Bank Report, the ease of doing business in Chile ranks 48 out of 

189 economies worldwide in 2016.17 Out of the topics observed, getting financial credit is 

the most difficult, whereas starting a business is the easiest. In terms of Chilean capacity to 

attract and develop new enterprises, Chile ranked 16th in the Global Entrepreneurship and 

Development Institute Index in 2016. 18   It has also ranked the highest with its 

macroeconomic environment, market efficiency, infrastructure, institutions and correct 

technology array in Latin America.19  

Foreign direct investment is welcome in all sectors of the economy. Through favorable 

investment climate, Chile is one of the most popular locations of FDI in South America. 

 

2.1 Market Challenges and Opportunities.  

When considering investment in Chile, in order to succeed, it is vital to bear in mind the 

nature of the market. Chilean market is medium sized – with 17,1 Millions20 inhabitants in 

2010 and has a high degree of openness. Chile´s open trade policies have attracted variety 

of international investors, while it was precisely the size of the market that caused Chilean 

market being overlooked by others, leaving niche business opportunities still available. 

Chilean businessmen are more conservative in comparison to Europeans. It is wise to take 

this fact into consideration when planning sales. Bureaucracy is well developed to the point 

where it may sometimes present obstacles in conducting business through lengthy processes 

and long waiting periods between individual process steps. It is recommended that foreigners 

                                                 
17 Economy profile Chile 2016. Doing business.org  [online]. [seen 2016-02-09]. Available 

at:http://www.doingbusiness.org/data/exploreeconomies/chile/~/media/giawb/doing%20business/documents/profiles/country/CHL.pdf?
ver=3 
18 GEDI. The Global Entrepreneurship and Development Institute. [online]. [Santiago de Chile]: The Global Entrepreneuship and 

Development Institute.[seen 2016-02-09]. Available at: http://thegedi.org/countries 
19 World economic forum. World Economic Forum. [online]. [Santiago de Chile]. Global Competitiveness Report 2014-2015.[seen 2016-

02-09]. Available at: http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2014-15.pdf 
20 Transparency International. Transparency International. The Agency Against Corruption. [online]. [Santiago de Chile]. Transparency 
International. [seen 2016-02-09]. Available at:   http://www.transparency.org/country/#CHL 

 



  16 

find a reliable local partner, either agent or distributor, who with knowledge of local cultural 

features and connections, can help overcome communication barriers, which are clearly not 

only the language barrier.  

Another important fact is that due to Chile´s colonial past, a large share of Chilean businesses 

are controlled by a relatively small number of families and, therefore, there is a limited 

competition in several business sectors. On the other hand, Chile welcomes foreign investors 

in a vision of future expansion of their own activities, and hope of acquiring access to 

external markets, while benefiting from a transfer of technological information at the same 

time. Labour´s attitude is also positive, since it is felt that foreign companies provide stable 

work environment and create new employment opportunities. Much of Chile´s basic services 

and infrastructure have been privatized. Business sectors of tourism, hotel industry, civil 

construction, transportation, energy supply, education, and healthcare can be of interest to 

an investor. Mining, retail, agricultural and forestry sectors are the country´s key sectors, 

where - as already mentioned - mining is the largest and the most important. Based on the 

facts mentioned above, for a foreign investor, establishing a branch office or local subsidiary 

is probably the best option of entry into Chilean market.  

 

2.2 Capital Transfer Modalities 

As a WTO member, Chile extends the National Treatment policy to all foreign investors, 

allowing them to own up to 100 % of a firm´s equity. The foreign direct investment has over 

time become the base of Chile´s national development stragegy, hence the premise of neutral 

policies towards it. There are two legal mechanisms available at the moment of transferring 

the capital when investing in Chile. The first option is Chapter XIV of Central Bank´s 

Compendium of Foreign Exchange Regulations.21 It is a system of registration, operating 

through commercial banks, which are linked to the Central Bank of Chile. The minimum 

amount, which can be transferred through this channel is 10.000 USD. The modalities of 

investment via this mechanism are credits and foreign exchange. Foreign Direct Investment 

valued less than 10.000 USD does not require an approval of the Central Bank. 

The second option is the Statute of a Foreign Investment or the Decree of Law 600. It is the 

most frequently used system. Since this decree was created, more than 60 % of foreign 

investment entered Chile in this manner. The principles of this statute are above all the 

                                                 
21 CIEChile. Foreign Investment Committee [online]. [Santiago de Chile]: Foreign Investment Committee. [seen 2016-02-09]. Available 
at: www.ciechile.gob.cl 
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economic liberty, non-discrimination, non-disclosure of processes, righteousness of 

jurisdiction. In terms of discrimination, D.L.600 ensures equality of treatment between 

foreign and national investors. The most important point of this mechanism is signing a 

Foreign Investment Contract with the State of Chile, a contract that cannot be modified 

unilaterally. This ensures the stability of the agreement and represents a formal guarantee 

for the investor. The rights granted by D.L.600 are mainly the transfer of the capital and 

liquid utilities abroad, the right to access the formal exchange market in order to obtain a 

more favorable exchange rate, the right of tax stability, exemption on taxes on imported 

physical property and technology.22 The foreign investor has up to 3 years to materialize his 

capital input, but exceptions can be made. The minimum amount of investment is 5.000.000 

USD as 100 % foreign exchange modality and 2.500.000 USD in terms of any other 

modality. In order to be able to invest in Chile, application needs to be filled and handed in 

to Committee of Foreign Investments along with already mentioned contract with the State 

of Chile. 

 

2.3 Governmental Financing Platforms  

Chile does not provide subsidies to foreign investors. There are, however, incentives for 

remote areas or disadvantaged regions of Chile in form of a support for micro, small and 

medium sized enterprises. And as mentioned in the previous paragraph, foreign investors are 

allowed to own up to 100 % of the firm´s equity. Currently there are 22 government-backed 

institutions, from which the economic development agency CORFO stands out. It aims to 

improve the competitiveness and productive diversity of the country through investment, 

innovation and entrepreneurship, by empowering the human capital and technological 

capacities, in order to achieve sustainable development.23 What distinguishes CORFO is 

particularly its portfolio of business development programmes – “Chile Invests”, “Chile 

Competes” and above all “Start-Up Chile”.24 The later was launched in 2010, focusing on 

“world-class bootstrapped organizations, high-potential entrepreneurs and early-stage 

companies with innovative and high-growth business plans to enable them to quickly launch 

and run operations in Chile. Start-Up Chile offers entrepreneurs a complete "start-up 

                                                 
22 CIEChile. Foreign Investment Committee [online]. [Santiago de Chile]: Foreign Investment Committee. [seen 2016-02-09]. Available 

at: www.ciechile.gob.cl 
23  CORFO. Chilean Economic Development Agency [online]. [Santiago de Chile]:CORFO [seen 2016-02-09]. Available at: 

http://www.english.corfo.cl 
24 Romani, G. Financing entrepreneurial activity in Chile:scale and scope of public support programs. Venture Capital (London) ISSN: 
1369-1066. Date:1.1.2009. 11/1 Page 59 
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ecosystem" including entry and logistical support, funding and a sophisticated support 

network to facilitate the successful launch of their operations.25 The condition, which the 

entrepreneurs have to meet is to have secured a minimum one-year residency visa, an opened 

bank account and obtain a Chilean ID.  

 Some other programmes are the “Innova Chile”, created in 2005, with the solid base for 

innovation of the business sector. Their main financing instruments are business incubators 

(27 in 2012) 26 , the Seed Capital Program, technological support and Angel Investor 

Networks. The Seed Capital Program was created in 2001 as a support to new innovative 

enterprises in the form of non-refundable credits, oriented towards formation of a business 

plan and initiation of business activities. It was the Seed Capital which during a Start-ups 

Selection process chose my company as a prospective project and has contributed non-

refundable 12.000 USD to the firm´s start-up phase. 

 

2.4 Starting Up a Company as a Foreigner  

To enter Chile for business purposes, initially a normal tourist visa is required. There is no 

explicit business visa available. So as per legal definition, everyone who enters Chile for 

business, tourism, health, study, family visits, religious reasons etc., only uses the already 

mentioned tourist visa. Those, who enter Chile as tourists, may stay in the country 90 days. 

Should they desire to stay longer, they may apply for an extension of their tourist visa, 

costing 100 USD.27 Entering Chile as a tourist does not entitle one to immigrate or exercise 

remunerated activities though. Only in very special case, the Ministry of Interior may 

authorize such an activity, with duration of 30 days, which may be extended as long as the 

tourist visa lasts. Such permits cost 150 % of a visa based on a contract, in accordance with 

the nationality of the applicant. From this point of view, when planning to launch a business 

in Chile, it is necessary beforehand to establish a subsidiary or branch office. This can be 

done with the possession of a tourist visa. The subsidiary will then employ its workers - 

national and foreign. In such case, a temporary resident visa based on a contract is issued. 

This visa enables the employee to work exclusively for the company in question. That work 

permit is valid for two years. After completing two years, the employee may file for a 

                                                 
25 Chilean economic development agency CORFO; start-up chile program launched for entrepreneurs interested in starting businesses in 

chile. (2010). Investment Weekly News, 665. Retrieved from http://search.proquest.com/docview/742275500?accountid=17203 
26 OECD. Organisation for Economic Cooperation and Development . In: Boosting growth through innovation and entrepreneurship 

[online]. [Paris]: OECD, 2013. Retrieved from http://search.proquest.com/docview/1462399214?accountid=17203  
27 MINREL. Ministerio de Relaciones Exteriores. [online]. [Santiago de Chile]: Foreign Investment Committee. © 2008-2016 [seen 2016-
02-09]. Available from: http://www.minrel.gov.cl/prontus_minrel/site/edic/base/port/politica_consular.php 
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permanent residency visa. According to Chilean labour law, companies employing more 

than 25 workers, have to comply with 85 % of the company workforce being Chilean 

nationals.28 There are exemptions from this rule for foreigners living in Chile longer than 5 

years, those married to a Chilean and technicians, who are irreplaceable by Chilean workers. 

The work contract is subject to legal norms of “Código del Trabajo” (The Labour Code). It 

regulates diverse types of contracts, obligations and rights of employers and employees. The 

minimum age of employable workers is 18 years. It is necessary to stipulate the nature of 

services and the place where the work will be done within the work contract. All benefits 

included have to be listed here as well. The contract has to be signed by both parties and 

produced in duplicate. Each party keeps one copy of the document. The employer has the 

general obligation to protect the employee, provide clean working environment, safe 

workplace, effective training and education of an employee. On the other hand, employees 

have the obligation of due diligence and care for the job, fidelity, loyalty and protection of 

the professional secrets of their employer. Each employee has to be affiliated in a Social 

Security System (Administradora de Fondos de Pensiones / AFP). The employer is obliged 

to deduct the required amount and deposit it in the respective AFP. The affiliation is done 

directly by the employee, who chooses the AFP of his own preference. The AFP then informs 

the employer the amount that needs to be deducted from employee’s salary and paid into the 

fund. The deducted amount is generally 10 % of gross salary, which is added to the 

retirement funds. There are two to three additional percent deducted for insurance for 

disability and survivors fund. The obligatory amount discounted for health insurance is 7 % 

of the gross salary. The employee can choose to be affiliated in public health system 

FONASA or private health system ISAPRE. It is the responsibility of the employee to inform 

the employer about the amount to be paid to the relevant health system. There is a rigorous 

labour law in Chile. The employer has to be aware of all norms and requirements and comply 

with those. Disputes between employers and employees are dealt with through the office of 

“Dirección del Trabajo”.29 

Registration of a company´s trademark is another factor to consider, since not doing so might 

bring serious legal and economic repercussions for the company. The application Institution 

INAPI.30 Chile is member of the World Intellectual Property Organization since 1975 and a 

                                                 
28 CIEChile. Foreign Investment Committee [online]. [Santiago de Chile]: Foreign Investment Committee. [seen 2016-02-09]. Available 
at: www.ciechile.gob.cl 
29 DT. Dirección del trabajo. [online]. [Santiago de Chile]. Dirección del Trabajo. [seen 2016-02-09]. Available at: www.dt.gob.cl 
30INAPI. Ministerio de Economía, Fomento y Turismo. [online]. [Santiago de Chile]. INAPI. [seen 2016-02-09]. Available 
at:.http://inapi.cl/portal/institucional/600/w3-channel.html 
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member of various IPRs under WIPO. As a member of WTO, Chile is bound by the TRIPS 

Agreement. 

 

2.5 Initiation of Business Activities  

As stated above, in order to start a business, the suitable model of a business entity must be 

determined. Then, a notarial deed is drawn and registered at the relevant regional Register 

of Commerce. After this is accomplished, the preparation for initiation of business activities 

may start. The Initiation of Activities document is a sworn declaration, through which the 

company informs the SII office (the Internal Revenue Service Office) about initiation of 

business activities, which may be subject to taxation. In case of non-residents, the initiation 

of business activities will proceed, when an investment has been materialized through a 

constitution of a business entity. All taxpayers who have initiated business activities are 

obliged to print receipts/invoices with an authorized printing company and seal accounting 

books and documents at the IRS. This is necessary to back up all economic activities carried 

out by the company. Further, the company has to obtain a work license “patente municipal” 

from a relevant municipality where the business operates. 
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3 Analysis of a Selected Foreign Investor´s Project in Chile 

As mentioned in the first chapter, the reason I have chosen to write about Chile is that I have 

lived there for several years and have established my own business in the tourism sector. In 

the following section I analyze the project, which I planned, executed, and finally sold in 

2013. 

The idea to build a hotel came quite naturally, after I spent most of my professional life in 

various branches of the tourism and hotel industry. I had collected a portfolio of invaluable 

experiences from a diverse international background. 

Having lived and worked in the Atacama Desert for several years I acquired a permanent 

resident visa, which gave me the rights and obligations similar to those of a Chilean national 

with the exception of the right to vote. I bought 5000 m2 of land on the outskirts of the town 

of San Pedro de Atacama, then built a house with a team of local workers, using 

predominantly local materials. In order to preserve the traditional village image and follow 

the building restrictions issued by the municipality, the prevailing material was adobe – or 

mud bricks. This material has great insolating characteristics. It is the material used in the 

Atacama Desert since the first settlement and is still widely used today. The town of San 

Pedro de Atacama is located at an altitude of 2.400 meters in a depression between the 

Andean and Domeyko mountain ranges, at the edge of Atacama Salt Flat, in northern Chile. 

(See Appendix 1) This location creates a specific microclimate, even though the general 

weather features of Atacama Desert are undeniably tough. Those are high temperatures - up 

to 50 degrees Celsius during a daytime in the summer and minus 15 degrees Celsius during 

the night in the winter. The average yearly rainfall is only about 0,05 mm, which explains 

why adobe is frequently used as building material. It preserves the freshness of the night air 

during the hot desert days and provides warmth accumulated from the day during the cool 

nights and, as a consequence, air-conditioning is not needed. 

Chart 4 Atacama Desert 

 

 

Source: Marketa Ceska photographs. 2010 
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The house itself was initially planned for personal use, but as soon as it was completed, I 

realized that the 250 m2 size had a business potential. I, therefore, enquired about all 

necessary steps for establishing a company and to transform the private property into a 

business.  

 

3.1 Setting Up a Company 

In the previous chapter I described legal requirements and the different company structures 

for setting up a company. As a sole owner of the property, and originator of the business 

idea, I opted for the EIRL - Individual Company with Limited Liability. First a constitutional 

deed for the company had to be completed by a lawyer and certified by a notary. Then came 

the registration in the Commercial Registry. (See Appendix 2) Once successfully registered, 

an extract of the registration had to be published in the Diario Oficial (National Gazette). 

Once that was published, the newly created company declared the initiation of business 

activities to the regional office of IRS in this case in the city of Calama. The IRS office 

provides the provisory tax registration number, which is eventually replaced by an official 

identification card. (See Chart 5). Our first set of invoices and receipts were printed by an 

authorized printing company and then stamped by the IRS. That was what was necessary for 

establishment of the company which in total took 6 weeks.  

 

 

 

The more complicated part came in turning a private property into a hotel. The business 

objective was to provide a full package of services. Consisting of client transfer from the 

airport in Calama (100 km away), adventure expeditions into the Atacama Desert and close 

by Andean mountain range, full board at the hotel and catering for full day expeditions along 

with wellness services such as massages, infrared sauna and an indoor heated swimming 

pool. 

In order to obtain the final operating license Patente Municipal (See Chart 6), enabling a 

company to perform income generating services, several steps were required. First, all 

Source: SII. Calama. Chile.  30.10.2013 

Chart 5 Firm´s Identification Card 
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architectural plans had to be updated and approved by the San Pedro municipality. Based on 

the previously acquired personal construction approval granted by the same authority, we 

were able to connect to the town´s network of drinkable water and electricity. There also 

were several sanitary standards that had to be met before applying for the sanitary 

authorization. Meeting this standard is the cornerstone for obtaining the operating license. 

Those requirements are determined by the nationwide health and safety standards. Some 

might require construction interventions, for example in the case where septic cameras are 

not in line with accepted standards. This would then require another clearance and another 

round of already mentioned permits and approvals. Sanitary requirements for the restaurant 

had to be met by adapting the kitchen to industry standard, along with food storage space 

adaptation. Once all the bureaucracy of assessments was completed, the regional 

representative of SEREMI de Salud (The Health Ministry) visits the property for a visual 

check for compliance to all described requirements and an on-site review of previously 

submitted documents. After the visit and a positive evaluation and report of the 

representative, a certificate was issued, which was then used for issuance of the operating 

license for hotel and restaurant services. 

 

 

 

Also, for the usage of a 4x4 vehicle which I acquired for operation of expeditions into the 

Desert and the Andes, a similar procedure was necessary in order to obtain a registration 

with the Ministry of Transport. A subsequent safety license was issued which enabled the 

Lodge to operate such 4x4 activities, also being insured by an authorized insurance 

company. As for a time scale, obtaining of all required certification and operational permits 

Chart 6 Hotel Operating License 

Source: Municipality San Pedro de Atacama. Chile.  30.10.2013 
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took approximately two months. So in spite of extensive bureaucratic procedures that there 

are in Chile, the overall time span can be considered brief. 

 

3.2 Strategic Analysis. Sizing Up a Company 

In order to understand a firm´s current financial position we must first size-up the business 

by examining its overall economic conditions, the industry in which the firm operates, and 

the strengths and weaknesses of the firm itself. The general term business size-up presents 

the assessment of a firm´s external environment and is further determined by the SWOT 

analysis which shows a firm´s Strengths, Weaknesses, Opportunities and Threats. A good 

size-up helps to better interpret a firm´s financial statements. 

The most important external factor in this process is the home country´s economy. And since 

the tourism industry is closely tied to it, this means that a change in country´s economic 

performance will directly impact firm´s costs and revenues and, therefore, have a major 

impact on the firm´s financial performance. The economic activity of a country is typically 

measured in terms of the total amount of goods and services produced over a particular 

period, typically a year. This measure is known as the GDP, gross domestic product. 

As seen in the table below – throughout the time of the lodge operated, the Chilean economy 

was in an expansion, so therefore all industries – above all the tourism industry - registered 

a boom during that period. 

 

 

 

 

 

 

 

 

 

 

 

Source: Chile GDP. Trading Economics. [online]. [seen 2016-02-09].  Available at: 

http://www.tradingeconomics.com/chile/gdp 

Chart 7 Chile GDP 2006-2014 
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Further, as already mentioned, it is important to assess the condition of the industry in 

relation to the business in question. Those findings could be the keys to the success for a 

firm to successfully compete within the industry. According to figures released by Chilean 

National Tourism Service in Chile Tourism Report for 2011, tourist arrival data showed an 

11,9 % year on year increase.31 

Industries, as well as businesses, go through several stages in their life cycle. These stages 

include start-up, rapid growth (young and high), mature growth, maturity and decline. As 

with all start-ups, the start-up phase of Atacamadventure Wellness & Ecolodge was by a low 

demand, high operating costs and negative profits. Luckily that stage only lasted 10 weeks. 

The initial investment came from my own resources along with an Angel Investor´s Fund 

contribution, and the Seed Capital from the CORFO´s Governmental Financing Platform. 

The stage of rapid growth is characterized by rapid growth of revenues and positive profits. 

The gross sales made in the first month of operations were increased twelve times by the end 

of the first year. The second year, sales increased by 3,66 %, compared to the first year. At 

the mature stage, the competition tends to intensify, revenue still grows, but at slower rate, 

which shows by an increase of 1,06 % in the third and 1,24 % in the fourth year of the 

operations of the lodge. The fifth year data is not available, since the lodge was sold.  

 

 

 

 

                                                 
31 Research and Markets: Chile Tourism Report Q1 2012 - Hilton Enters Chilean Market in June 2011; US-Based Hotel Chain Hilton 

Opened its First Hotel in Chile. Coventry: , Jan 27, ProQuest Central. 

Chart 8 Firm´s Business Life Cycle 

2009 2010 2011 2012 2013 

Source: Harvard Business Review. The Five Stages of Small Business Growth. [online]. [seen 2016-

06-11].  Available at: https://hbr.org/1983/05/the-five-stages-of-small-business-growth 
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The competitive conditions of an industry are usually assessed based on Porter´s Five Forces. 

Firms deal with various factors and intensities of competition within their industry. The 

extent of these forces determines the overall profitability of the industry. The projection of 

these forces on the business were as follows: 

 The threats of new entrants32 

The Atacamadventure Lodge created as a unique concept, combining personalized 

all-inclusive services to discerning travellers at medium scale rates. With these 

distinctive features the Lodge filled an existing market gap. The firm, therefore, 

enjoyed an advantaged position in the hotel and tourism industry of the local market. 

In the period when the Lodge was established, there were only low cost hostels, 

medium cost hotels without any tourist services and top end luxury all-inclusive 

hotels available. Hence, Atacamadventure Wellness & Ecolodge quickly became an 

example to emulate and copy. 

 The threat of substitute products or services33 

For reasons mentioned above the initial stage of the business development was 

protected against substitute products and services, since a competition was non-

existent at that point. 

 Bargaining power of suppliers and the bargaining power of customers34 

Since there was no direct competition of the Lodge product and services, the 

bargaining power was predominantly in my hands. 

 The rivalry among the competitors35 

In the first two years of operation of the Lodge there was no competition, since there 

were no similar hotel products on the market in San Pedro. The third year, businesses 

inspired by the success story, tried to copy the model and rates, which is when 

competition became an issue. This was the point when price wars started and 

competing through comparison of business performance and positioning based on 

various Internet traveller portals also grew in importance. 

Because of the unique concept and the rate scale of the Lodge, the average yearly 

room occupancy was around 90 % year-round, during the whole period of my 

                                                 
32 Cheng, D. S. Y. (2013). Analyze the hotel industry in porter five competitive forces. Journal of Global Business Management, 9(3), 

52-57. Available at: http://search.proquest.com/docview/1470776993?accountid=17203 
33 Ibidem 
34 Ibidem 

35 Ibidem 
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management and ownership. (See Appendix 4). The average hotel room occupancy 

in Chile is said to be 41 %.36 

A further step in sizing up a company is the evaluation of marketing and operations 

management. Through my background, education and experience, I directed 

operations and performed marketing management by myself. The Lodge was mainly 

marketed through e-commerce using major Internet travel portals and hubs. I later 

established business relations with a Brazilian tour operator, who quickly became 

my leading supplier of clients. A determining element of a business size-up is also 

evaluation of the Supply and Demand risk. Due to the fact that the establishment of 

the Lodge has filled a unique market gap, both of these risks were brought down to 

near zero. 

Human resources management certainly needs to be considered when sizing-up a 

company. This involves the question, how would prospective investors view the 

firm´s human resources, since in terms of rendering services, a qualified labour force 

is of a great importance. This was probably the most difficult part in the overall 

operation of the Lodge. Qualified and honest labourers were extremely scarce in San 

Pedro at that time. This meant that I found myself as the director of the lodge, 

stepping in for missing workers frequently. 

 

3.3 Financial Analysis. Measuring Financial Performance 

Financial Analysis is used to determine the financial health of a firm. It is by exploring the 

information in firm´s financial statements that various performance measures can be 

developed. These measures are of interest to anyone who is concerned with a firm´s financial 

performance. Above all, it is of interest to the firm´s owners, management, banks, and 

potential investors and buyers. Each stakeholder has a particular focus with more emphasis 

on a specific measure than others do. Even though a firm´s performance measures reflect its 

past performance, those can often be used to forecast future financial statements. For the 

purpose of this thesis I will only focus on crucial financial performance measures. 

A key financial benchmark is the return on equity (ROE), which measures the firm´s 

profitability relative to its equity investment. Return on equity can be calculated as net 

                                                 
36 Horwarth Hotel HTL. Hotel News Source. [online]. [Santiago de Chile]. © 2003-2016 [seen 2016-09-09]. 

Available http://www.hotelnewsresource.com/pdf16/HOR070616.pdf 
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income available divided by common equity. The return on equity of Atacamadventure 

Wellness & Ecolodge was 22,2 % in the first year of operation, 55,8 % in the second, 20,2 

% in the third and 12,6 % in the fourth year of operation. The global average for travel and 

leisure is 16,56 % and for publicly traded companies in Chile 11,12 %. 37 For a better 

understanding of the company´s performance, those ratios can be compared over time. ROE 

as a vital measure for all businesses, can be broken down into three components – profit 

margin, asset turnover, and financial leverage – which are then multiplied together. This is 

the so called DuPont method. In this manner we can find out how each of the components 

contribute to ROE. 

 

ROE=(net income/revenues) x (revenues/assets) x (assets/equity) 

 

The financial performance of Atacamadventure Wellness & Ecolodge can be observed in 

the table below: 

Performance measure  2009  2010  2011  2012 

Return on equity  22,2 %  55,7 %  20,2 %  12,6 % 

Profit margin   29,23 % 34,64 % 16,67 % 13,93 % 

Asset turnover   0,4935  0,7844  0,6036  0,5091 

Financial leverage  1,54  2,05  2,01  1,78 

Chart 9 Return on Equity 

 

 

 

                                                 
37 Returns on equity. [online]. [Spain]. Return on Equity, © 2003-2016 [seen 2016-09-02]. Available from:  
http://www.returnsonequity.com/country-Chile.html 
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The profit margin measures how effective the firm is at creating earning for each unit of 

sales generated. It is expressed as a percentage. This measure can be compared over time. 

The asset turnover reflects the firm´s ability to generate revenue from its asset base. It is a 

number which can either be compared to industry averages when available or, in the case of 

the Lodge, its evolution over time can be assessed. In general the asset base has increased 

with the construction of new units, the wellness center, acquiring additional 4x4 vehicles, 

and ongoing outdoor equippment purchases. The financial leverage represents the use of 

debt in order to increase the firm´s ROE while increasing risk exposure. As in the case of 

asset turnover, financial leverage results can either be compared to an industry average or 

its evolution can be assessed overtime. All measures show a significant improvement in the 

second year of operation and a moderate decline in following years. The sudden increase 

and following decrease was caused mainly by accounting techniques used by the accounting 

office to minimize yerly revenue taxation. Generally, an increase in ROE can be caused by 

improving operating efficiency, increasing the profit margin, asset use efficiency or by 

utilizing more debt. In case of Atacamadventure Wellness & Ecolodge all three measures 

have contributed to an overall increase in ROE. An increase of indebtness might be risky for 

the firm, since it also increases the probability of losses. 

 

3.4 Valuation of the Company 

When valuing a company, it needs to be recognized whether we are valuing the firm as a 

whole, or just the equity portion. Ultimately, value is what someone is willing to pay for a 

company and its assets. If a firm is publicly traded, then it can be argued that its value is its 

current stock price multiplied by the number of outstanding shares. The valuation is a 

challenge for a private firm because it has no such market price. This is why some simple 

rules of thumb suggest that a private firm should be discounted by 20 to 30 percent compared 

to similar publicly traded firm. A valuation of a company is as much an art as it is a Science. 

There are many methods that can be used and it always depends who is preparing the 

valuation. Whether it is the buyer or the seller. For the purpose of this thesis I will choose 

The Book Value plus Adjustments Method. Which is based on a book value of equity plus 

adjustments of possible hidden values. 
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Assets year 2012   Liabilities 

399 484 180   175 046 471 

 

    Equity 

    224 437 709 

 

The BE = 224 437 709 CLP (book value of equity) (See Appendix 6) + 270 399 428 CLP 

(value of the premises of the hotel) (See Appendix 3). 

The final value is 494 837 137 CLP, which translated in USD currency, calculated at an 

exchange rate of October 2013, when the lodge was sold 1 USD/ 490 CLP) is 1 009 871 

USD. 

This valuation method is quite basic and doesn´t include items such as Good Will that is 

well-established client database, leading positioning on local market and the fact that during 

my ownership of the lodge, the property was awarded three times Service Excellence Award 

by Tripadvisor. It has been positioned among the first 5 properties from existing 26 in the 

area throughout the period of nearly 5 years. Neither does it include further awards such as 

the title of a Luxury Lodge by the Chilean Tourism Board.(See Appendix 5) 

On the other hand as already mentioned, in spite of a wide choice of valuation methods from 

which we could choose in order to evaluate the firm more precisely, it is finally the potential 

buyer´s portfolio and their interest, which determines how much they are willing to pay for 

the business in question. Atacamadventure Wellness & Ecolodge did not turn out to be an 

easy sale. The trouble with selling was not the firm´s performance nor its product or services. 

It became the victim of my virtue. There were large hotel chains interested in the property, 

but thought the asking price too costly. Since the characteristics of the construction of the 

lodge had to initially comply with local requirements by using local materials for 

construction, those hotel chains had their own development plans and were mainly interested 

in the location, the premise and operating licenses. The rest of the creation of “home away 

from home” was useless to them, and would have been destroyed to make way for a large 

hotel. 

On the other hand, a single owner or a couple who would take over the lodge, would be 

required to meet several conditions, mainly financial which proved not so easy to fulfill. 

That buyer would probably have to leave the city with all its comforts and move to an oasis 

in the driest desert in the world with highly limited infrastructure. I mention this since in 
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general this type of businesses and necessary funding are found in the cities, not villages. 

Second condition would be to have their own capital to invest, since taking a loan from the 

bank would be very expensive. With current sales and profits, the loan taker would initially 

work 5 years without any personal earnings, since all the firm´s revenue would just cover 

the costs and the interest of the bank loan. Third condition was that the buyer would have to 

be experienced in the hotel industry in order to take over and continue the established style 

of the business. This is in order to assure steady income, needed for payments of costs and 

generation of profits. And last, but not least, the potential buyer would have to know the area 

well enough to be able to manage the overall operations and the human resources, which in 

that area were difficult to find and maintain. 
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Conclusions 

Chile is one of the most developed, stable and open economies of South America. The 

Atacamadventure Wellness & Ecolodge was established in the beginning of the expansion 

cycle of the Chilean economy. This had an important positive impact on the tourism and 

hotel industry necessary for the Lodge to develop. The Lodge featured an absolute advantage 

in terms of product and services offered by being unique on the local market. The precise e-

marketing targeted powerful travel portals and effectively delivered clients, who were the 

cornerstone of the future success. The tailor-made services and home-like characteristics of 

the lodging made the clients feel “at home”, while being away from their own. At the same 

time they were receiving highly personalized, customized services. The effectiveness of 

Internet reports from those clients who were leaving very satisfied, soon required no further 

publicity. The Lodge rooms were filled throughout the year, which is why with initially two 

rooms by the third year the lodge had 6 rooms and lodging for16 guests. 

As stated before, the most complex issue of the lodge operation was human resources. 

Because of the size of the lodge and the nature of its services provided to the guests, the staff 

working at the lodge has acquired a familiar approach to the guests and to me the manager. 

The positive side was that the work atmosphere was cordial and friendly, but on the other 

hand the employees started to show lack of respect and comprehension of the hierarchy 

within the company. This then caused behavioral disruptions, followed by conflicts, 

resulting in several occasions forced involvement of the Chilean Labor Law. A 

recommendation for delivery of smoother hotel operations: an effective human resources 

management i.e. chain of command, which would keep leadership more detached, have less 

personal involvement and commitment to the staff from the general manager, while 

maintaining a lean professional relationship with employees. 

Another issue was the very business idea that made the lodge initially a success story. While 

being successful in the current conditions, the idea has mainly worked out because of my 

personal involvement.  This meant that when I wanted to sell, not only was it not easy to 

find a buyer who would have the funds required, but also who would have sufficient 

knowledge and capabilities to be able to make the Lodge continue to generate a profit. The 

recommendation here is as follows. It would be convenient to think ahead and try to foresee 

a possible sale situation when preparing the general business plan. Most likely, if the project 

was meant to be sold from the very beginning, the whole concept would have been different. 
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With less services and therefore less costs. But in that case it would miss out on the market 

gap opportunity and therefore its absolute advantage on the market and hence its 

performance and success. Finally, the lodge wasn´t sold based on the valuation of the 

company and the property, but on the pure buying power of the buyer and on the negotiation 

skills of both sides.  

I do not have any further recommendations at this stage, since the performance of the 

business as explained above was more than satisfactory, exceeding in every way industry 

averages.   



  34 

Bibliography 

CIEChile. Foreign Investment Committee [online]. [Santiago de Chile]: Foreign Investment 

Committee. [seen 2016-02-09]. Available at: www.ciechile.gob.cl 

 

COCHILCO. Chilean Copper Commission [online]. [Santiago de Chile] Boletín Mensual 

Electrónico COCHILCO. [seen 2016-02-09]. Available 

at:http://www.cochilco.cl/productos/boletin.asp?anio=2015&mes=02&tabla=tabla18_1. 

CONAF. Corporación Nacional Forestal [online]. [Santiago de Chile]: CONAF [seen 2016-

02-09]. Available at: http://www.conaf.cl/parques-nacionales/parques-de-chile/ 

 

CORFO. Chilean Economic Development Agency [online]. [Santiago de Chile]:CORFO. 

[seen 2016-02-09]. Available at: http://www.english.corfo.cl 

 

DT. Dirección del trabajo. [online]. [Santiago de Chile]. Dirección del Trabajo, [seen 

2016-02-09]. Available at: www.dt.gob.cl 

 

Economy profile Chile 2016. Doing business.org  [online]. [seen 2016-02-09]. Available 

at:http://www.doingbusiness.org/data/exploreeconomies/chile/~/media/giawb/doing%20bu

siness/documents/profiles/country/CHL.pdf?ver=3 

 

GEDI. The Global Entrepreneurship and Development Institute. [online]. [Santiago de 

Chile]: The Global Entrepreneuship and Development Institute.[seen 2016-02-09]. 

Available at: http://thegedi.org/countries 

 

Halabí, Claudia E; Lussier, Robert N. Journal of Small Business and Enterprise 

Development. A model for predicting small firm performance: Increasing the probability 

of entrepreneurial success in Chile. Issue 1. Volume 21. Pages 4-25. Publication year 2014. 

Emerald Group Publishing, Limited. Bradford. ISSN 14626004 

 

Harvard Business Review. The Five Stages of Small Business Growth. [online]. [seen 

2016-06-11].  Available at: https://hbr.org/1983/05/the-five-stages-of-small-business-

growth 

 

Horwarth Hotel HTL. Hotel News Source. [online]. [Santiago de Chile].[seen 2016-09-09]. 

Available at: http://www.hotelnewsresource.com/pdf16/HOR070616.pdf 

 

Chandra, A., M. Silva and M. Alejandra (2012), "Business Incubation in Chile: 

Development, Financing and Financial Services", Journal of Technology Management & 

Innovation, Vol. 7(2), 1-13. 

 

Cheng, D. S. Y. (2013). Analyze the hotel industry in porter five competitive forces. 

Journal of Global Business Management, 9(3), 52-57. Available at: 

http://search.proquest.com/docview/1470776993?accountid=17203 

 

Chile Statistics. WTO.org. [online]. [seen 2016-05-11]. Available at www.stat.wto.org 

 

Chilean economic development agency CORFO; start-up chile program launched for 

http://search.proquest.com.zdroje.vse.cz/indexinglinkhandler/sng/au/Halab$ed,+Claudia+E/$N?accountid=17203
http://search.proquest.com.zdroje.vse.cz/indexinglinkhandler/sng/au/Lussier,+Robert+N/$N?accountid=17203


  35 

entrepreneurs interested in starting businesses in chile. (2010). Investment Weekly News, , 

665. Available at: http://search.proquest.com/docview/742275500?accountid=17203 

 

CHILEAN PESO 1986-2016 CHART. Trading Economics[Online]. [seen 2016-03-01].  

Available at http://www.tradingeconomics.com/chile/unemployment-rate 

 

Chocce, Gianni Romaní, Úbeda,Miguel Atienza. (2006). Venture capital in latin america: 

Evolution and prospects in Chile. International Journal of Entrepreneurship and Innovation 

Management, 6(4-5), 286-302. ISSN 1368-275X 

 

INAPI. Ministerio de Economía, Fomento y Turismo. [online]. [Santiago de Chile]. INAPI,  

[seen 2016-02-09]. Available at:.http://inapi.cl/portal/institucional/600/w3-channel.html 

 

Maldifassi, J.O. 2001, "Entrepreneurship and innovation in Chilean firms: an exploratory 

study", International Journal of Entrepreneurship and Innovation Management, vol. 1, no. 

1, pp. 73-95. 

 

MINREL. Ministerio de Relaciones Exteriores. [online]. [Santiago de Chile]: Foreign 

Investment Committee.[seen 2016-02-09]. Available at: 

http://www.minrel.gov.cl/prontus_minrel/site/edic/base/port/politica_consular.php 

 

Newstex Trade & Industry Blogs. CompaniesandMarkets.com: Chile Travel and Tourism 

Market: New insights: Travel and Tourism in Chile to 2019. Publication date: Oct 7, 2015. 

Chatham, US Available at: 

http://search.proquest.com.zdroje.vse.cz/docview/1719451613?accountid=17203 

 

OECD. OECD Economic Surveys: Chile. In: OECD Economic Surveys. [online]. [Paris]: 

OECD, 2013. Available at: DOI: http://dx.doi.org.zdroje.vse.cz/10.1787/eco_surveys-chl-

2013-en 

 

OECD. Organisation for Economic Cooperation and Development . In: Boosting growth 

through innovation and entrepreneurship [online]. [Paris]: OECD, 2013. Available at: 

http://search.proquest.com/docview/1462399214?accountid=17203 

 

OECD. Antofagasta 2013. In: OECD Territorial Reviews. [online]. [Paris]: OECD, 2013. 

Available at: DOI: http://dx.doi.org.zdroje.vse.cz/10.1787/9789264203914-en 

 

Policies towards the tradable sectors in Chile. Ministry of Finance [online]. [seen 2016-03-

28]. Available at: https://www.oecd.org/eco/growth/34047798.ppt 

 

Preferential Trade Agreements. WTO.org. [seen 2016-05-11] Available 

at:www.ptadb.wto.org 

 

Research and Markets: Chile Tourism Report Q1 2012 - Hilton Enters Chilean Market in 

June 2011; US-Based Hotel Chain Hilton Opened its First Hotel in Chile. Coventry: , Jan 

27, ProQuest Central. 

 

Romani, G. Financing entrepreneurial activity in Chile:scale and scope of public support 

programs. Venture Capital (London) ISSN: 1369-1066. Date:1.1.2009. 11/1 Page 58 

http://search.proquest.com.zdroje.vse.cz/pubidlinkhandler/sng/pub/Newstex+Trade+$26+Industry+Blogs/ExactMatch/40161/DocView/1719451613/abstract/$B/1?accountid=17203


  36 

 

Schurman, RA. Studies in comparative international development. ISSN: 

0039-3606 Date:1996 , Volume: 31,Edition: 2, Page: 83-109 

 

Schwellnus, C. (2010), "Chile: boosting productivity growth by strengthening competition, 

entrepreneurship and innovation", OECD Economics DepartmentWorking Papers, No. 

785. 

 

SII. Servicio de Impuestos Internos. [online]. [Santiago de Chile]. Servicio de Evaluación 

Ambiental, [seen 2016-02-09]. Available at: 

http://www.sii.cl/mipyme/emprendedor/index.html# 

 

SEA. Servicio de Evaluación Ambiental SEA. [online]. [Santiago de Chile]. Servicio de 

Evaluación Ambiental. [seen 2016-02-09]. Available at:   www.sea.gob.cl 

 

Transparency International. Transparency International. The Agency Against Corruption. 

[online]. [Santiago de Chile]. Transparency International.[seen 2016-02-09]. Available at:   

http://www.transparency.org/country/#CHL 

 

Trading Economics. Trading Economics. [online]. [Santiago de Chile]. Indicators. [seen 

2016-02-09]. Available at: http://www.tradingeconomics.com/chile/inflation-cpi 

 

Worldbank.The World Bank. [online]. [Geneva]. The World Bank. Country Data Chile. 

[seen 2016-02-09]. Available at: http://data.worldbank.org/country/chile 

 

World economic forum. World Economic Forum. [online]. [Santiago de Chile]. Global 

Competitiveness Report 2014-2015. [seen 2016-02-09]. Available at: 

http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2014-15.pdf 

 

WTO. World Trade Organization. [online]. [Geneve]: WTO. [seen 2016-04-09] Available 

from: https://www.wto.org/english/tratop_e/tpr_e/s315_e.pdf 

 

  



  37 

Figures:  Photo Gallery 

 
Figure 1 Standard Double Guest Room 

 

 
Figure 2 Superior Double Guest Room 
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Figure 3 Superior Double Room Bathroom 

 
 

 
Figure 4 Superior Double Room Bathroom 
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Figure 5 Mezzanine. Living Room 

 
 

 
Figure 6 Wellness Area. Outdoor Whirlpool 
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Figure 7 Dining Room and Kitchen 

 
Figure 8 Kitchen and Bar 
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Figure 9 Massage Room 

 
Figure 10 Wellness Area. Sun Platform 
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Figure 11 Outdoor Wellness Area 

 
Figure 12 Lodge Atacamadventure 
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Figure 13 Infrared Sauna 

 
Figure 14 Heated Indoor Swimming Pool 
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Figure 15 Atacamadventure Lodge. Main building 

 
Figure 16 Standard Guest Room Bathroom 
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Figure 17 Family Room 

 
Figure 18 Atacamadenture Vehicle 
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Figure 19  Food and Beverage 

 
Figure 20 Food and Beverage 
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Appendices 

Appendix 1 – Maps 

Map of  Chile 

Map of the Antofagasta Region 

Satellite shot of Atacamadventure Wellness & Ecolodge in San Pedro de Atacama 

 

  

Source: Escolares. Geografía de Chile. Escolares 

©2014 [seen 2016-02-09].  Available 

from:www.escolares.net 

Source: Escolares. Geografía de Chile. Escolares ©2014 [seen 2016-02-09].  

Available from:www.escolares.net 

Source: Google Maps. San Pedro de Atacama. [seen 2016-02-09].  Available 

from:www.googlemaps.com 
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Appendix 2 – Constitutional Deed of Atacamadventure 
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Appendix 3 – Bank Appraisal of the premises of the Lodge 
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Appendix 4 – Reservation Sheet May 2011 & February 2012 
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Appendix 5 – Awards & Press 
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NINK, Stefan. Ein Starkes Stück Ewigkeit. Travel Atacama. Lufthansa Woman´s World 

Magazine. January 2011. Page 27-34 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
CAVALCANTI, Klester. O prazer de conhecer o Atacama. Viaje Mais. September 

2009.Page 152- 162. ISSN 1519-3268 
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Appendix 6 – Balance Sheets 

Balance Sheet for 2009 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ROE  Net Income/Equity :  12 332 694/55 626 598 = 0,2217 = 22,17 % 

Profit Margin Net Income/Revenue:12 332 694/42 189 080 = 0,2923 = 29,23 % 

Asset Turnover  Revenues/Assets:   42 189 080/85 482 984 = 0,4935 

Financial leverage Assets/ Equity: 85 482 984/55 626 598 = 1,54 
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Balance Sheet for 2010 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ROE  Net Income/Equity :   53 480 403/95 892 601 = 0,5577 = 55,77 % 

Profit Margin Net Income/Revenue:  53 480 403/154 358 730 =0,3463=34,64 % 

Asset Turnover  Revenues/Assets:  154 358 730/196 770 928=0,7844 

Financial leverage Assets/ Equity:  196 770 928/95 892 601=2,05 
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Balance Sheet 2011 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ROE  Net Income/Equity :  27 246 476/134 626 298=0,2024=20,2 % 

Profit Margin Net Income/Revenue 27 246 476/163 522 309=0,1666=16,7 % 

Asset Turnover  Revenues/Assets:  163 522 309/270 902 131=0,6036 

Financial leverage Assets/ Equity:   270 902 131/134 626 298=2,01 
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Balance Sheet 2012 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ROE  Net Income/Equity :  28 332 314/224 437 709=0,1262=12,62 % 

Profit Margin Net Income/Revenue  28 332 314/203 378 785=0,1393=13,93 % 

Asset Turnover  Revenues/Assets:    203 378 783/399 484 180=0,5091 

Financial leverage Assets/ Equity:    399 484 180/224 437 709=1,78 

 

 

 


