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GENERAL VIEW OF

CHILE`S FREE TRADE AGREEMENT POLICY

Introduction

Chile has negotiated free trade agreements (FTAs) with 57 countries in the last 15 years, negotiating agreements with all Latin American countries and FTAs with the European Union, the United States, South Korea, and EFTA countries among others. It has finalized the Pacific Four Agreement (P4) with Singapore, New Zealand and Brunei Darussalam, and negotiating agreements with India and the People´s Republic of China.

Free trade agreements subscribed by Chile since the early 90´s cover more than 65% of trade and the effective tariff (weighted average) is at approximately 2.1% while the MFN tariff is 6%.
How do Chile`s Bilateral Agreements look like?

Consistency with APEC Principles and Goals: 

FTAs subscribed by Chile address areas in Part one of the Osaka Action Agenda and, to the extent possible, go beyond, incorporating chapters such as Investment, Labor, Environment and Competition Policy. 

Consistency with the WTO:

FTAs subscribed by Chile are fully consistent with WTO provisions under Article XXIV of the GATT and Article V of the GATS.  Specific Articles in Chile’s FTAs address the matter of consistency with WTO Provisions.

In addition, some agreements with developing economies (Costa Rica, El Salvador) are consistent with Articles XXIV and V of the GATT and the GATS respectively, and have been notified to the WTO as such, although they could have been negotiated under the Enabling Clause (allows parcial scope agreements among developing countries) .

Go beyond WTO commitments:

Chile’s FTAs go beyond WTO commitments, not only by eliminating tariffs and having a comprehensive scope in Services, but also by taking on areas not addressed at the WTO, and by agreeing to commitments that go beyond WTO commitments in areas such as Trade Facilitation, Transparency, Intellectual Property Rights, SPS, TBT, etc.

Comprehensiveness:

Chile’s FTAs are comprehensive in scope; they address all sectors in goods and go beyond WTO commitments in Services and other areas previously mentioned.  

Most of the FTAs signed by Chile eliminate tariffs for substantially all trade  since day one. Phase out periods have a maximum of 13 years with Korea, and 12 years with the United States.  It is important to notice that those longer phase-out periods are not a general rule, since they do not cover more than 1.5% of both bilateral trade and tariff lines.  

Transparency:

FTAs subscribed by Chile have been notified to the Committee on Regional Trade Arrangements of the WTO, according to WTO provisions.
Chile’s FTAs official texts and other related documents are public.  All information can be easily downloaded from the Chilean General Directorate for International Economic Affairs (DIRECON) web-page www.direcon.cl or from the APEC FTAs/RTAs information link: 

http://www.apec.org/webapps/fta_rta_information.html. 

It is important to notice that the most recent FTAs subscribed by Chile include a specific chapter on Transparency, and they also include specific transparency provisions in various chapters.

Trade Facilitation:

Trade Facilitation is not only being addressed at APEC and recently at the WTO, RTAs/FTAs have also tackled this issue, including Chile’s FTAs, which have addressed Trade Facilitation by incorporating provisions on Non-Tariff Measures such as TBT and SPS and Provisions on Custom Procedures that seek to make trade more efficient.

Accession of Third Parties:

FTAs subscribed by Chile within the context of the ALADI –Latin American Integration Association- include an accession clause. Although these clauses have not been actually used, we still believe that they are a feasible mechanism to prevent economies of being discriminated, and therefore, to the extent possible, we aim to have this clause in our FTAs. Also, the recent P4, signed in the margins of last MRT, includes this accession clause. 

Provision for periodic review:

FTAs subscribed by Chile can always be improved, and for that reason they may be subject to amendments agreed by the parties to the FTA.   All but one of Chile’s FTAs have a chapter with specific provisions to deal with the administration of the Agreement.  A good example of how periodic review can lead to an enhanced agreement is the Chile-Mexico Partial Scope Agreement, subscribed in 1991, which latter evolved into a comprehensive FTA in 1999, and now we are working towards an Association Agreement.
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