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Definition of the Problem 

 

Chile’s housing policy has efficiently addressed the housing needs of the country’s most 

vulnerable populations; today, its housing deficit is the lowest in Latin America. The downside 

of this policy, however, is extremely high socio-spatial segregation: massive, socially 

homogeneous residential projects located in the periphery of cities. This situation is the result of 

several factors, including (1) the vast number of annual housing subsidies allocated to low-

income households; (2) the government’s entrustment of housing provision to the private sector 

without controlling quality or location; and (3) the services and urban infrastructure needed to 

support these new developments.  

 

The capital of Chile, Santiago, is also the country’s the most populous and densest urban area, 

with its seven million people accounting for 40.5 percent of the national population. Thanks to 

that density, Santiago is also where the negative spatial impact of housing policy has been most 

significant. Today, 142 neighborhoods in the Santiago Metropolitan Area (SMA) qualify as a 

priority for social action (Ministry of Social Development 2017).1,2 Hence, in spite of a strong, 

thriving economy that accounts for 41.5 percent of national GDP, the SMA contains 

municipalities where over 80 percent of housing stock consists of social housing. But without 

significant social or institutional opportunities offered nearby, these neighborhoods are entering a 

rapid process of urban and social decay.  

 

Figure 1 summarizes the social and institutional problems in these areas: The first map shows 

areas in the SMA with a disproportionate concentration of urban poor, and the second shows the 

high proportion of tax abatement in these same areas. In 20 SMA municipalities, more than 70 

percent of households do not pay property tax, which depletes the fiscal capacity of 

municipalities to invest in their districts and provide good services to vulnerable populations.3 

  

 
1 Santiago Metropolitan Area is made up of 34 municipalities. 
2 These areas were analyzed based on data concerning social housing segregation, household income, social 

vulnerability, violence, and access to services. 
3 Social housing is fully exempted from this tax. 



 

Figure 1: Santiago Metropolitan Area Poverty Rates and Property Tax Exemptions, by 

Municipality 

 

Poverty Rate (2015) Rate of properties exempt from property tax (2017) 

 
 

Source: based on SINIM (2017) 

 

Possible Strategies and Solutions 

 

After two decades (1985-2005) of implementing the housing policy described above, the need 

for more sustainable housing solutions in Chile has become evident and urgent, with concerns 

going beyond considerations of the sheer number of units. By 2006, the Ministry of Housing and 

Urban Development (MINVU) broadened its policy focus, considering housing among its goals 

for ensuring urban social inclusion for the first time, rather than limiting discussions to solving 

the housing deficit.  

 

To meet the new objective, new programs and policy instruments were designed, two of which 

have stood out for targeting the locational attributes of social housing. A location subsidy has 

sought to increase social housing’s chances of securing a better location by enabling it to 

purchase land in areas with better urban attributes, while the Program of Social and Urban 

Integration (PSUI) aimed to generate residential projects with both better location attributes and 

greater residential social diversity. These policy solutions, however, have proven radically 

different in practice: the location subsidy completely failed, whereas the integration program has 

found increasing success.  

 

The location subsidy was intended to grant extra funds to housing projects in areas with better 

locational attributes, which would cost more. However, MINVU’s required attributes were very 

loosely defined, and almost every urban area in the country met the criteria for “good location.” 

Hence, the policy functioned as a general increase in housing subsidies, while raising the land 

value of many urban areas, especially in small towns. Conversely, the PSUI, though highly 

contested by developers as unfeasible at its outset, has proven to be effective in addressing how 



 

to make residential projects more socially diverse and better located without endangering 

developers’ business gains.4  

 

Solution and Implementation 

 

MINVU initially set up the PSUI as a secondary program in an attempt to discover whether 

developers and residents of different socioeconomic backgrounds would find these type of mixed 

income developments attractive (as a business opportunity to the former, and as a place of 

residence to the latter). Table 1 lists of all MINVU housing-purchase programs in Chile at the time. 

 

Table 1: Housing Purchase Programs (subsidies and funding) in 2017* 

 

Housing Purchase Programs 

Housing Subsidies 2017 Funding 2017 

Number 

Percentage 

of Total 

Millions of 

USD 

Percentage 

of Total 

For vulnerable households 41,979 47.9%  $   1,234.3  59.9% 

Housing choice subsidy (to 

purchase or build a house) 
23,679 27.0%  $      918.2  44.5% 

Rental subsidy 12,000 13.7%  $        85.5  4.1% 

Rural housing subsidy program 6,300 7.2%  $      230.5  11.2% 

For emerging and middle-income 

households 
20,700 23.6%  $      339.3  16.5% 

Integrated subsidy system (to 

purchase or build a house) 
19,000 21.7%  $      314.4  15.2% 

Housing leasing 1,700 1.9%  $        24.9  1.2% 

For vulnerable, emerging and 

middle-income households 
25,000 28.5%  $      488.3  23.7% 

PSUI 25,000 28.5%  $      488.3  23.7% 

Total 87,679 100%  $   2,062.0  100% 
 

*This table only includes home-buying programs, not those devoted to reconstruction, rural housing, maintenance, or 

urban regeneration. 

Source: MINVU (2017). 

 

The PSUI shares many features and goals with inclusionary housing programs and policies in 

countries in the global north, particularly those in the United States, but important differences 

arise with the type and extent of social mixing pursued, regulatory frameworks, and incentives. 

For instance, middle-high income households are not targeted by the PSUI, even though they 

may be part of the resulting projects. See Table 2 for additional comparisons. 

 

Additionally, the Chilean program includes two incentives beyond housing subsidies: integration 

and uptake bonuses. The former prompts the purchase of a housing unit in a socially integrated 

residential project. Initially limited to middle-income households, the integration bonus is now 

available for anyone purchasing a unit in an inclusionary housing project. A higher proportion of 

 
4 Developers argued that classism in Chile was too strong to even consider residential social integration. 



 

low-income housing units in a given development results in a higher integration subsidy, with a 

cap of 40 percent. The uptake bonus, meanwhile, incentivizes developers to capture as many 

housing voucher holders as possible, in order to reach the desired proportions of different social 

groups. With these subsidies and bonuses, the cost of the housing units for low-income 

households are almost fully covered, and they can cover up to 50 percent of housing costs for 

middle-low and middle-income households. Tables 3 and 4 show the distribution of these 

subsidies and bonuses, respectively. 

 

Table 2: Comparison of inclusionary-housing policy features in the United States and Chile 

 

United States Chile 

Considers both new development and redevelopment 

projects in inner cities 
New developments only 

Socioeconomic mixing, with an ethnic/racial 

component5 

Socioeconomic mixing, without an ethnic/racial 

component 

Significant income differences among dwellers 6 
Not very significant income differences among 

dwellers7 

- Both tenures: homeowners and renters 

- Both market-rate and subsidized units 

- Only one type of tenure: homeowners 

- All subsidized units with different levels of public 

funding (See Table 3) 

Target ratio of middle- to low-income households is 80:20, 

though this rate is generally lower under voluntary 

programs 8 

Target ratio of middle- to low-income households is as 

high as 50:50 

Compulsory and voluntary programs, depending on state 

and city  

Voluntary programs only (though inclusionary housing 

projects must abide by compulsory requirements and rules 

to qualify) 

Use of planning tools (inclusionary zoning) and direct 

public and private funds (subsidies, tax credits, grants)  

Use of direct public funds: housing subsidies and bonuses 

(incentives) 

 
5 Though U.S. inclusionary housing has the explicit goals of boosting production of affordable housing and 

socioeconomic integration, the ethnic/racial component of the latter, primarily of black residents, cannot be 

understated, as it would fail to accurately describe the scope and challenges of social integration in this type of 

housing project. As Chaskin and Joseph (2013) reflect on MIH in Chicago, efforts to de-concentrate poverty in 

public housing cannot be separated from this component. 
6 Inclusionary housing projects generally offer both market-rate and affordable units that serve both middle-high 

income households and moderate-income households with savings and access to bank loans. Typically, few units are 

then generated to serve low-income households (Calavita, Grimes, and Mallach 1997). Further, in projects aimed at 

de-concentrating poverty (such as renovation projects in the inner city), middle-high–income residents tend to be 

single individuals or couples without kids, such as postgraduate students, who do not expect to stay for long. The 

turnover rate for middle-high income renters in some projects thus reaches almost 100 percent in one year (Brophy 

and Smith 1997) 
7 A high proportion of the population in Chile is concentrated close to the poverty line. This characteristic of the 

income distribution in Chile means that the differences between quintiles 1 and 4 are low (Torche 2005). Hence, 

even though mixed-income housing projects target different social groups, the actual income differences or not 

particularly significant. 
8 Inclusionary housing implemented under voluntary schemes is frequently subject to negotiation between a city’s 

housing authority and its developers, which normally results in a reduction of the number of affordable units 

targeted to low-income households and in the provision of more subsidies and incentives to developers (Calavita, 

Grimes, and Mallach 1997). According to Smit (2006) the proportion of affordable housing in the U.S. varies 

between 4 and 35 percent when units are intended for rent and between 10 and 20 percent when units are intended 

for sale. 



 

 

Source: Author’s elaboration based on (Calavita, Grimes, and Mallach 1997; R. J. Chaskin and Joseph 2013; R. 

Chaskin, Khare, and Joseph 2012; Brophy and Smith 1997; Harry J. Wexler 2001; Smit 2007; Sabatini et al. 2014; 

Centro Politicas Publicas UC 2017a; Jupp, Sainsbury, and Akers-Douglas 1999; Bailey and Manzi 2008; Levy, 

Comey, and Padilla 2006; Levy, McDade, and Dumlao 2010)  

 

 

Table 3: Housing Subsidies  

 

Housing Price (in USD) Housing Subsidy Population targeted 

Up to $48,500 $35,350 
Low-income households 

(Vulnerable) 

$53,000–$62,000 $8,800–$12,150 
Middle-low income households 

(Emergent) 

$66,000–$100,000 $5,500 Middle-income households 

 

Source: MINVU (2016) 

 

 

Table 4: Incentives/Bonuses 

 

Integration Bonus* 

 

Uptake Bonus  

Proportion of Low-Income 

Housing Units 
Bonus  Proportion of Subsidized Units 

in Total Project 
Bonus 

20–25%  $        4,500   Up to 20%  $       2,200  

25–30%   $        8,800   20–30%   $       4,500  

30–35%  $      11,000   30–40%  $       6,600  

35–40%  $      13,250   40% or more  $       8,800  

 

*Low-income households receive an additional integration bonus of US$10,120, which covers the difference between 

the initial subsidy (plus a household’s savings) and the price of the unit being purchased. 

Source: MINVU (2016) 

 

In addition to these bonuses, the PSUI grants benefits to middle-low and middle-income housing 

buyers that represent a discount up to 20 percent of the mortgage dividend if they pay on time. 

The program also offers unemployment insurance that covers up to six mortgage dividends. 

Low-income families are not considered in these benefits, however, as the housing subsidy fully 

covers the cost of their housing units through the integration and uptake bonuses and an 

additional subsidy that covers transaction costs. 

 

Public funds from MINVU are also allocated to developers of housing projects built under the 

PSUI’s “Plan for Social Integration,” which provides a US$220 voucher to each low-income 

household purchasing a house in a PSUI project. The plan considers activities before and after 



 

buyers move in, and its main purpose is to support low-income families by informing them of 

their rights and duties as homeowners, promoting their integration into the new community, and 

connecting them with local public services. 

 

For a housing project to be considered inclusionary, it must meet minimum standards defined by 

the PSUI or otherwise offer better, more “desirable” standards, which gives developers access to 

higher bonuses. The assessment of each housing project is done based on four criteria, detailed in 

Table 5: 

1. proposed social integration, including a housing mix with at least three different price 

points and a social mix of at least three different income groups, along with proposed 

proportions for each group;  

2. location features (i.e., access to services and urban equipment); 

3. quality of the housing and urbanization (e.g., diverse housing design and typologies); and 

4. geographic priority (projects in cities with higher deficits and housing demand receive a 

higher score).  

 

Projects that meet the requirements are published on the MINVU website, so potential buyers 

can search for housing units and know exactly which housing subsidies and bonuses they qualify 

for with various housing projects. 9 

 

Table 5: Compulsory Requirements for Inclusionary Housing Projects 

 

Location Social Integration 
Urbanization and Urban 

Equipment 

Projects’ maximum distance to 

services (in kilometers), with 

higher proximities resulting in 

higher scores, are:  

 

• 1 km to each of two levels of 

educational establishment; 

• 1 km to day care; 

• 2.5 km to a health center; 

• 0.5 km to avenue with public 

transit; 

• 2.5km to commercial, sports, 

or cultural equipment; 

• 1 km to public green space 

with a surface area greater 

than 5 km2; and 

• 0.2 km to direct access to a 

service road. 

Projects must include at least 

three types of housing at three 

price points, with additional 

types, prices, or lower-income 

metropolitan targets resulting in 

higher scores: 

 

• 20 percent below 

US$48,500; 

• 10 percent from 

US$53,000–62,000; and 

• 20 percent above 

US$66,000. 

Urban equipment and green areas 

must have the following qualities, 

with energy efficient equipment 

above minimum standards resulting in 

higher scores: 

 

• Uniform design and urbanization 

standards 

• Equal service for all housing 

types; 

• Locations that contribute to 

integration; 

• Design and quality standards 

appropriate for the project;  

• Appropriate solutions for 

topographic issues, geographical-

climatic conditions, surface water 

runoff, and safety concerns; and 

• Universal and inclusive design. 

 Source: MINVU (2016). 

 
9 Alternatively, buyers can go directly to a developer’s sales office, choose a house, and submit an application form 

to apply for a subsidy. 



 

 

The PSUI’s implementation has followed a growth process built upon the experience gained 

from an initial, very marginal number of housing projects that helped to demonstrate its benefits, 

progressively increasing its relevance as a housing solution, until becoming, in 2016 – ten years 

after it started – one of the largest housing programs within the MINVU. In its first four years 

(2006–2010), the program ran up against the scope and limits of its framework; during this 

period, only nine inclusionary housing projects were developed. After this cautious start, 

however, several adjustments were introduced to the program. In 2016, the MINVU finally made 

the PSUI a permanent policy instrument with its own rules, requirements, and budget.  

 

Among the nine initial housing projects, one stood out and helped make the case for such 

projects’ urban, social, and economic benefits. Located in an SMA municipality suffering the 

effects of social segregation produced by earlier housing policies, San Alberto de Casas Viejas 

(SACV) provided three sets of evidence for its success. First, it proved inclusionary housing and 

profit-seeking real estate investment could be compatible; project developers made clear their 

intention to explore how to improve social housing quality without foregoing their business 

interests. Second, SACV proved that this type of development could raise the standards of social 

housing and increase common and green spaces within it, because the whole development had to 

remain attractive to middle-income housing buyers. Because housing units in SACV share the 

same design and common areas, and urban furniture (e.g., benches, cycling racks, and 

playgrounds) is evenly distributed, the project offers an urbanization standard higher than that of 

regular social housing projects. As a result, differences in housing prices were associated with 

unit size rather than class. Third, SACV proved that project attributes and access to subsidies 

influenced individual willingness to purchase housing more than a project’s social composition, 

debunking developers’ initial fear that classism would thwart attempts to achieve social mix in 

the residential space (Sabatini et al. 2014).    

 

Since the PSUI was first implemented, planners have introduced several changes to make 

participation more attractive to developers and buyers. Rules are now clearer, and incentives are 

higher. Two specific changes are particularly relevant. First, the program now incorporates 

location requirements, whereas initially its main focus was on social integration, with no 

consideration of locational attributes. Second, extending the integration bonus to all buyers, 

rather than restricting it to middle-low and middle-income households, abated the discriminatory 

principle behind such a bonus (i.e., the assumption that only such an incentive would make 

higher-income people willing to live closer to lower-income residents).  

 

Results 

 

The PSUI’s implementation impacted housing production, social integration, and the location of 

developments. As of 2018, the PSUI represents close to 30 percent of housing generated with 

MINVU support. Thanks to high subsidies, incentives, and other benefits, housing units are sold 

at a very favorable pace for developers. These projects have also raised the overall quality of 

housing projects, in terms of both housing units and shared spaces within a project; differences 

among fully subsidized, partially subsidized, and non-subsidized units are no longer evident to 

an external observer in new developments.   

 



 

In terms of social integration, the PSUI came as a surprise to both developers and MINVU. The 

idea that middle-income residents would be willing to live in an inclusionary housing 

development was once seen as both unrealistic and infeasible. An assessment requested by 

MINVU in 2016, however, examined the integration and social interaction in 10 sample projects 

and found positive outcomes. Interactions among families of varying socioeconomic background 

proved generally positive, with no strong signs of discrimination or classism. Rather, conflicts 

and disputes tended to be related to common frictions of coexistence, such as between parents 

who differed on whether children should be supervised by adults while playing (Centro Politicas 

Publicas UC 2017a).  

 

Regarding location, while many projects have benefitted from proximity to services and 

opportunities, others are ultimately too far from key areas to enjoy the geography of opportunity, 

even though they meet minimum location requirements (which relate to the distance to service, 

not quality). Indeed, the great majority of PSUI projects in 2016 and 2017 were located in 

peripheral areas outside the SMA. 

 

Analysis and Evaluation 

 

The PSUI’s implementation demonstrated the demand for this type of housing solution—and 

proved its appeal for business.  Developers agreed that inclusionary housing units sold easily and 

quickly, which they attributed to the large subsidies and bonuses that made projects attractive to 

buyers and therefore convenient for developers (MINVU 2017). Likewise, the PSUI helped 

clarify for public authorities that raising the quality of social housing projects and promoting 

social integration were entirely possible, goals that are now clearly reflected in PSUI objectives 

and requirements. 

 

Additionally, the PSUI offers much higher access to subsidies, incentives, and other benefits that 

households of all targeted income groups would have through separate programs. It also provides 

access to housing projects with much higher urbanization, locational, and design standards, so 

buyers receive both higher benefits and better housing—regardless of their income group. 

 

Already, the PSUI has started to reverse the social isolation and segregation of Chile’s most 

vulnerable populations. The former housing program, through its highly efficient targeting, broke 

up social networks that had previously existed among vulnerable, emergent, and middle-income 

groups (as defined by MINVU). Ultimately, the PSUI has helped recompose the natural diversity 

of Chile’s social fabric for a significant proportion of the population.  

 

The PSUI has improved the residential conditions for the most vulnerable (Centro Politicas 

Publicas UC 2017b); however, beyond the better quality of the projects and its social diversity, 

there is still much improvement needed in terms of these projects’ location attributes, that is, the 

access to opportunities that inclusionary housing projects offer to their residents. Hence, it is still 

too early to know whether these residential environments have a positive impact on its residents' 

life chances.  

 

 

 



 

Lessons Learned 

 

The PSUI’s success illustrates the importance of strong policies that promote socio-spatial 

integration that goes above and beyond zoning policies. The use of planning tools, such as 

inclusionary zoning, needs as a pre-condition a robust real estate sector and a very dynamic 

economy (Calavita, Grimes, and Mallach 1997) This mechanism is not commonly used in the 

developing world, due to high inequality and the small size of the property-development sector 

(Smit 2007). Therefore, in urban contexts such as Santiago’s, where land market activities and 

opportunities are highly concentrated in a few areas, the use of inclusionary zoning alone would 

prevent the expansion of socially integrated housing, given that just a few areas within the city 

would be able to abide by inclusionary zoning rules, that is, to include social and affordable 

housing units in market-driven projects.  Therefore, to serve the housing needs of lower-income 

populations, a city like Santiago, while strengthening its regulatory system to unlock access to 

good location for social housing, should continue to implement and expand a policy like the 

PSUI, which directly and decidedly supports the development of inclusionary housing and 

promotes socially diverse communities in high-quality projects. 

 

Looking ahead, U.S. planners should know that socioeconomic differences among residents of 

Chilean inclusionary housing projects are less significant than what we generally see in their 

American counterparts (Chaskin and Joseph 2013; Sabatini et al. 2014). Chile has high social 

mobility, but household income changes do not necessarily translate into immediate or 

significant cultural changes, since moving up the income ladder in Chile doesn’t actually mean 

incomes are significantly different. Indeed, income differences among social groups in Chile are 

insignificant outside the elite class. Social inequality is primarily explained by a high 

concentration of wealth in the first income decile (Chauvel 2018). For instance, the difference 

between the first and second deciles is twice as large in Chile than in the U.S., whereas the 

difference between Chile’s ninth and tenth deciles is half the U.S. gap (Torche 2005).10 Thus, the 

Chilean case shows a more manageable coexistence of different social groups, given that 

differences are primarily economic rather than cultural.  

 

 

  

 
10 Similarly, in Chauvel’s (2018) analysis of the income distribution of 50 countries, including Chile, in which he 

splits the income distribution in two: the upper-end of the income distribution (deciles 5 to 9) and the lower-end of 

the income distribution (deciles 1 to 5), he found that the great majority of countries present a ratio between decile 9 

and 5, which is much lower (mainly due to progressive taxation on income) than the ratio between decile 5 and 1. In 

the case of Chile, this works in the opposite way. The ratio between decile 5 and 9 is much higher than that of decile 

5 and 1. 
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