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Itis highly satisfactory for CELARE, the Latin American
Center for European Relations to publish this book, present-
ing us with the European Union-Chile Association Agreement
which marks the culmination of a stage of their deepening re-
lations, reinitiated in the early 90’s with the return of democ-
racy. The wealth and potential represented by this instrument
meaningfully accompanies the dense network of relations es-
tablished between our region and the old continent.

CELARE was born at the beginning of the 90’s within the
framework of this process, seeking to be a collaborator and driv-
ing force in the intensification of relations in the most diverse
variety of scopes regarding the work of our people. We have
wanted to be witnesses, collaborators and chroniclers of this
rich process. This book is further evidence of our intentions.

The presentation of this book aims to explain its cover.
There is a concept we have tried to convey beyond the images.
This cover represents our profound vocational feeling as an in-
stitution: to support the deepening of relations between Eu-
rope and Latin America, which we consider to be an essen-
tially cultural matter. This process is sustained by deep, shared
cultural values, going far beyond politics, trade, economics or
cooperation, however important they may be. Rather it is a quest
for true integration between peoples that, although geograph-
ically very far away from each other, are united by a common
destiny, given their shared heritage of culture and values. Thus,
the idea to represent them through an art gallery is born.

The agreement between Chile and the European Union
is the instrument that opens doors to a Strategic Association
transcending our present urgencies, allowing us to confront
the twenty-first century together. Beyond the present circum-
stances, the green background is the hope of building togeth-
er a better future for our nations.
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Although the agreement has very technical and judicial ter-
minology in some aspects, above all, it is an instrument open-
ing the doors to continue sharing our common culture, as well
as to develop and deepen it. The paintings presented on the
cover are by Chilean and European artists who came to Chile
to provide their support. These main examples from Chile’s
painting academy are by an Italian: Ciccarelli; a German: Ru-
gendas, depicting a regional scene; a Helsby, with a period ur-
ban landscape; and a Valenzuela Llanos, with the image of the
Mapocho river banks, a river running through the city of San-
tiago. We wish to portray our common history, with our own
traditions and geography, and demonstrate that there is a com-
mon destiny behind the open doors allowing us to see the light
of a promising common future for both nations.

This book narrates the rapprochement process to the defini-
tions structuring the Interregional Strategic Association estab-
lished in Rio de Janeiro between the Heads of State and Gov-
ernment of both regions and the circumstances and events that
occurred. Likewise, it provides us with a substantial explana-
tion of the agreement’s contents which give life to this Asso-
ciation. In spite of the complexities associated with a treaty of
this nature, these are clearly and simply explained and with
good synthesis capacity.

This is the instrument that will give life to the European
Union-Chile Strategic Association. We believe this book will
be a contribution to the actors in this process: entrepreneurs,
workers, academicians, students, civil society in general, as
much as in Chile as in Latin America.

CELARE, through this publication, would like to acknowl-
edge and thank many people; Chileans, Latin Americans and
Europeans who made this Agreement possible to come to life.
It would take too long to name everyone who contributed their
grain of sand in this enormous effort, those who had the audac-
ity to think with the long-term view of a statesman, of commit-
ted and efficient employees, innovative diplomats, visionary
politicians who managed to overcome the occasion’s urgen-
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cies, making way for dreams that through perseverance, deci-
sion and audacity, can now come to fruition.

Finally, we cannot forget to thank the European Parliament
and European Commission for their constant support to the ac-
tivities performed by CELARE. They have placed their trust
in us, they have had faith in our work, and we believe that we
have not let them down.

We would particularly like to thank Patricio Leiva Lav-
alle, a permanent CELARE collaborator, for having accepted
the challenge and undertaken the effort to write this book which
we know is no less than another important step in his career,
not only professionally, but as a life experience and commit-
ment with a cause: the integration of people sharing common
values, origins and destinies.

Rodrigo Vega Alarcon Gonzalo Arenas Valverde
CEO President
CELARE CELARE
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The Association with the European Union constitutes a
landmark for Chile, not only because it implies an increase in
commercial exchange, but also the consolidation of our rela-
tions with Europe. A greater economic and scientific exchange
will tighten our political ties to a greater degree based on a
long historical relationship. Not only do we share an interest
to increase trade, but also the values through which we view
the world today.

Since our origins as an independent republic, trade with
the rest of the world has constituted an objective of domestic
development for our country. Our desire to freely exchange our
products was one of the principles guiding our birth as an in-
dependent nation in the early nineteenth century.

Today, this Agreement establishes a new type of relation-
ship with Europe. This Association is a new framework for our
cultural, economic and political relations. Without a doubt, it
is much more demanding, but at the same time it lays down a
defined set of rules that will ease our task at hand.

Just as Pascal Lamy, European Union Commissioner on
Trade, said, this is an agreement of the last generation. It goes
beyond the previously signed commercial agreements up to
date. It is composed by three main pillars: commercial, coop-
eration and political.

In its political context, this Agreement creates institutions
for permanent dialogue and coordination between its members.
The establishment of the democratic clause in the Agreement,
as an intrinsic element of its validity and operation, is partic-
ularly worth emphasizing. The participating countries com-
mit themselves to respect democracy, human rights and the
normal functioning of the Rule of Law. The infringement of
any of the aforementioned points is cause for suspending the
agreement.
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European countries have learned how to establish joint ob-
jectives, create institutions where everyone is included, reach
an agreement on how to work to improve living conditions for
their citizens, and today, relate as a whole with the rest of the
world. This political, economic and cultural entity is with whom
we relate today and from whom we have a lot to learn.

The agreement’s enter into force is an opportunity for our
country. Not only is the increase in trade a benefit in itself, but
scientific and cultural cooperation constitutes a fundamental
pillar of this Agreement as well. This is important in order to
take advantage of our potential because scientific development
is one of the pillars of development in today’s world. Our cur-
rent challenge is to take maximum advantage of this scientific
cooperation. The public sector, in collaboration with the pri-
vate sector, must have policies allowing us to benefit from this
opportunity.

The signing of this Agreement is the culmination of a long
joint effort. Becoming partners with Europe is the recogni-
tion of the work we have performed as a nation, our respon-
sibility in the management of our economy, the care we have
placed in our democratic institutions, and the work carried out
by our citizens.

This book is a contribution to the analysis of this new stage
of relations initiated with this Association.

Ricardo Lagos Escobar
President of the Republic of Chile
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The honor of writing the prologue of this book is personal-
ly a cause for deep satisfaction. In these pages, the process cul-
minating in the European Union-Chile Association Agreement
on November 18, 2002, is narrated, going back to the agree-
ment’s origins and analyzing the immense and concrete possi-
bilities the Agreement opens for the benefit of our peoples. I be-
lieve that it is important for this process to be captured in this
book as a testimony to the level of importance the European
Union and Latin American relations have reached. To this end,
I would like to express my acknowledgement to its author and
former Ambassador of Chile to the European Union, from 1992
to 1997, Patricio Leiva, and to CELARE, for making this pub-
lication possible. This book fits into the framework of different
activities CELARE has developed over the last few years, with
European Commission financial support, to promote relations
between the European Union and Latin America.

The Association Agreement negotiations with Chile were
launched in a historic First Summit held by European Union
member countries, Latin America and the Caribbean, in Rio de
Janeiro, in 1999. The conclusion of this process was announced
at the Second Summit, held in Madrid in 2002, thus inaugu-
rating a new stage in relations with Chile, which in turn con-
firmed the path the European Union is building in its relations
with Latin America and the Caribbean. The European Union-
Chile Association Agreement is a testimony of European and
Latin American political goodwill, tenacity and joint ambition
for a bonding development between their societies. Latin Amer-
ica and Europe have a common deeprootedness and an over-
lapping history which have resulted into a culture identifying
itself with greater demands of equality, respect for human dig-
nity, and environmental concern. This is the culture that allows
us to confront polarizations and imbalance together in an in-
creasingly interrelated world.
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Within this framework of privileged relations between the
European Union and Latin America, we have been able to ad-
vance even further with Chile in this first phase due to coin-
ciding principles, values and world views shared by the par-
ties; but also, because Chile is an example of growth and sta-
bility for the Latin American region. This privileged relation
is the Latin American-Southern Cone bridge for a strategic al-
liance seeking to comprise the entire continent, and which has
already been anticipated in northern Latin America with the
Mexico’s agreement.

The Association Agreement with Chile is the broadest doc-
ument signed by the European Union; establishing a relation
that goes beyond commercial aspects and includes political
and cooperation dimensions as the three pillars composing a
broad commitment of development for Chileans and Europe-
ans. The result attained with Chile not only reflects the effort
of the negotiators but also a strong political will of both par-
ties. The agreement scopes, detailed in depth and in a didactic
manner in this book, are the key to the type of strategic com-
promises the European Union wishes to repeat in its relations
with other third world countries.

With respect to economics, the EU-Chile Agreement is
based on regulations agreed upon at the WTO; in several spheres
it goes even further beyond that which has been agreed in that
Organization. The Agreement foresees aspects not yet agreed
upon in the WTO, incorporating key issues for a balanced eco-
nomic-commercial relationship. Thus, free trade of goods be-
tween Chile and the European Union reaches an extremely
high level of tariff reduction and it is sustained on solid and
transparent rules. At the same time, it includes topics that are
subject to non-tariff measures, and establishes specific agree-
ments for certain products, as well as issues related to trade fa-
cilitation; other aspects such as services and intellectual prop-
erty are also included. All of these elements permit the guar-
antee of trade virtually restriction-free and with the best pro-
tective conditions, which in turn have reported greater bene-
fits for both parties.
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The EU - Chile Agreement, however, is more than just
trade; this is reflected quite well in this book, since it under-
takes this agreement to its fullest extent: the Agreement search-
es to consolidate and strengthen even further the common cul-
ture belonging to our people. Therein is where its potential pre-
cisely lies. As in the previously signed agreement with Mexi-
co, the agreement with Chile has a political chapter of the ut-
most relevance in reference to international coordination, as
well as a chapter on cooperation, revealing its evident and sub-
stantial commitment with Chile.

Within the political pillar, coinciding views are expressed
in topics such as strengthening of democracy, peace and na-
tional security, sustainable development, combating terrorism,
the fight against drug trafficking and international organized
crime, the rejection of all forms of intolerance and discrimi-
nation, environmental protection and support for multilateral
instances, such as the United Nations and the World Trade Or-
ganization (WTO), among others.

Likewise, the Agreement considers elements of advanced
cooperation that, along with institutionalized political dialogue,
reveal the matured relations that have been reached between the
European Union and Chile. Cooperation, in this case, is aimed
at reinforcing the agreement’s principal aspects. Even before
the signing of this initiative, the European Union was histori-
cally the first in collaborating with Chile. The Agreement es-
tablishes a deepening in cooperation in qualitative terms and
expects to stimulate productive synergies, to promote trade, in-
novation and competitiveness, and to reinforce Chile’s insti-
tutional capacity. Therefore, it comprises economic aspects,
social, cultural and educational issues, and the scientific and
technological area.

It is important for one to note that, as a complement to the
EU-Chile Association Agreement, we have signed a parallel
Scientific and Technological Agreement that allows Chile to
have access to the European Union’s 2002-2006 Framework
Program investigation activities, and also foster scientific rap-
prochement in advanced areas of knowledge.
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On an institutional level, the Agreement also contributes
innovative elements. In addition to an Association Council on
a ministerial level and an Association Committee on a techni-
cal level, the Agreement foresees an Association Parliamenta-
ry Committee, first of its kind, which will be a forum for ex-
changes between the National Congress of Chile and the Eu-
ropean Parliament, and a Joint Consultative Committee, chan-
neling dialogue between the Social and Economic Committee
of the European Union and the corresponding institution in
Chile. Effective participation of the society will also be fos-
tered by the organization of regular meetings.

My conviction is that this Association Agreement is a very
promising seed for the flourishing of our relations with Chile,
as well as all of Latin America. The agreement opens a field
of new possibilities, whose updating will depend on the dyna-
mism of all social, economic and political actors in order to
make this seed bear fruit.

Not only Latin America and the Caribbean, but the Eu-
ropean Union as well, have long felt the need for rapproche-
ment, which by supporting itself on obvious cultural and his-
torical roots would be able to take a firm step towards its fruc-
tification in investment and trade terms, and thus, economic
development and social prosperity. The Agreement with Chile
is registered in this strategy, which starts with the Mexico’s
agreement, continues with the Mercosur, and will end with all
of Latin America.

Certainly, only by starting with modern Association out-
lines, such as the EU-Chile Agreement, will the European Un-
ion and Latin America be able to confront with greater presence
and solidity the challenges arising in this new century.

Christopher Patten
Commissioner for External Relations
European Commission
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Why Latin America?
Why Chile?
Why now?

With these three questions in mind, dialogues were initi-
ated between Jacques Delors, President of the European Com-
mission, while visiting Santiago, Chile in March 1993, hav-
ing accepted an invitation extended by the President of Chile,
Patricio Aylwin.

This historic trip constituted the first visit to Latin Amer-
ica carried out by a European Commission President after 36
years of existence. Argentina and Mexico were visited as well.
At that time, Jacques Delors was fulfilling his eighth year as
President of the community institution.

Contact between the countries of both regions, the Euro-
pean Commission, Council of Ministers, the European Parlia-
ment and the Rio Group, intensified from this moment on.

Chile played a very active role throughout this process. As
coordinator of the Rio Group in 1993, it had the opportunity to
decidedly propel the quest for a new relationship, broader and
deeper than the one in existence, which culminated in the Sao
Paulo Declaration of the European Union and the Rio Group
in April, 1994. Through this Declaration, the commencement
of a new stage of mutual relations was agreed upon, with new
instruments and a long-term view.

Consequently, new agreements were signed between the
European Union and Central America, the Andean Communi-
ty, Chile, the Mercosur, and Mexico, which in turn gave birth
to new outlines for mutual relations with objectives so broad
and profound that they led the Heads of State and Government
of both regions to establish a permanent dialogue and then, in
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1999, to take on the commitment of establishing a strategic
Association between the European Union, Latin America, and
the Caribbean.

More recently, the European Union with Chile and Mex-
ico have inaugurated a new generation of Agreements incor-
porating all cooperation, economic and political bilateral re-
lations. In Chile’s case, the establishment of an Association is
attained. In the near future, the Mercosur, the Andean Commu-
nity and Central America are expected to close similar Agree-
ments with the European Union.

After more than a decade of uninterrupted dialogues, one
can conclude that the rapprochement to the common Associ-
ation project between both regions, constituted by 48 coun-
tries —soon to be 58— has set in motion an unprecedented ini-
tiative, not only in its mutual relations, but also in its interna-
tional perspective.

The goal of this book is to examine a specific experience
of the new relations established between Europe and a Lat-
in American country: the European Union-Chile Association
Agreement.

This agreement has been presented by the authorities of
both parties as the broadest, most ambitious and most innova-
tive ever signed. The nature of the Association, globally incor-
porating all cooperation, economic and political relations, in
addition to its projection towards a future development to ex-
pand and deepen the essential commitments already adopted,
justifies this affirmation.

The book is developed in three parts. Part One is called
“Genesis” because it explains Association origins, in the Latin
American context as well as the bilateral one between the Eu-
ropean Union and Chile. Furthermore, the agreement’s main
characteristics are presented in general terms.

Part Two is called “Synthesis” because its goal is to present,
in an easily understood way, an extract of the main commit-
ments adopted in each one of the agreement’s scopes.
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Finally, Part Three: “Future” sets out the immediate path
the Association must follow from the moment of its establish-
ment, on February 1, 2003, and seeks to set forth the new ho-
rizons that may be conceived with the agreement’s implemen-
tation and development.
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I. THE EVOLUTION OF RELATIONS
BETWEEN LATIN AMERICA AND THE
EUROPEAN UNION

The strengthening of relations between Latin America and
the European Union, as of the early 90’s, marks an unprece-
dented time in the history of reciprocal relations.

This strengthening is seen on a regional and subregional
level, as well as in individual countries. Likewise, it is char-
acterized by the extent of the scopes it comprises and for the
institutions that are established in order to move ahead in the
corresponding dialogue and arrangements.

Advances as significant as these are based on a common
culture and history, with shared principles and values on so-
cial, economic and political development, and respond to spe-
cific international realities, to the evolution of both regions and
mutual relations, and the political disposition of the Heads of
State and Government to strengthen common ties and project
them to higher phases.

International reality presents, in recent decades, a persist-
ent tendency towards globalization. In general, this means an
increasing importance of international relations, particularly in
economic ties. It represents greater development opportunities
due to rapprochement in all the scopes in which globalization
is advancing, and, of economic growth due to new opportuni-
ties opening up in international markets.

At the same time, globalization implies risks and greater
competitiveness. Therefore, it requires organization in order to
have access to its benefits as well as adequately confront the
new challenges implied by the international world.

From this perspective, the European Union and Latin
America have been intensifying their efforts to attain better in-
sertion in the globalization, especially in the world economy.
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They have agreed that arranged international insertion consti-
tutes the best way to obtain the globalization benefits, since
it guarantees both parties a mutual opening and the possibil-
ity for it to be carried out through jointly agreed upon rules.
With this, it is possible to establish rules facilitating appropri-
ate competition and ensuring an equal distribution of benefits.
The joint efforts will simultaneously allow competition to ex-
ist in better conditions in third world countries and other in-
ternational scopes.

The transformations experienced by both regions have also
contributed towards encouraging the strengthening process of
the mutual relations.

In the early 90s, the European Union nearly completed the
Single Market establishment process, initiated in 1986, conse-
crating the four liberties: goods, services, capitals and persons.
Likewise, a decisive step was taken in the consolidation of its
integration process when the Maastricht Treaty was signed in
1992. The three pillars of integration were established through
this Treaty: the Economic and Monetary Union, attained in 1999
with the creation of the European Central Bank and single cur-
rency, the Euro; Internal Affairs and Justice; and, the Common
Foreign and Security Policy.

The Amsterdam Treaty, which was signed in 1997, reinforc-
es the citizens’ rights, perfects Union institutions and specifies
European identity through the principles that guide external ac-
tion, its decision procedures and the designation of a Common
Foreign and Security Policy High Representative.

The European Union moved ahead in a process of glo-
bal definition of its international relations, especially with the
most important countries for its development. In particular,
the new ties with Central European countries are emphasized,
with whom Association Agreements were signed with the goal
of achieving future accession. In the same way, advances were
made in significant definitions regarding Asian and Mediter-
ranean countries. In this perspective, the new ties established
with Latin America are included and highlighted.
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At the beginning of the 90’s, Latin America was rising up
as an emerging region, overcoming the serious social, econom-
ic and political crises that led the previous years to be known
as “the lost decade”. Democratic regimes were installed in all
of these countries, political and economic stability were gen-
erated, and in many countries, growth rates were achieved that
had not been seen since the post-war decades. At the same time,
social and environmental dimensions of development were em-
phasized. Latin American initiatives caused the United Nations
to held Summit Meetings on both topics for the first time.

All of this was achieved through political transformations
characterized by the realm of democracy, respect for human
rights and the Rule of Law, and in economics, by the strictness
of macroeconomic policies, a broad process of unilateral open-
ing of its economies —which was consolidated in the 1994 Uru-
guay Round- an accelerated privatization path and a rebirth of
the initiative on regional integration and the joint internation-
al actions. In the middle of the 90’s, Latin America constitut-
ed the most dynamic market for European products.

All of these aspects have made Latin America a region
with distinctive characteristics, with which it was possible
to create an alliance with short- and long-term perspectives,
based not only on a joint history but also on the shared princi-
ples and values in the reality of both regions and of the inter-
national concert.

The political will of the Heads of State and Government
of both regions constituted a core element in the strengthen-
ing of the mutual relations. An institutional and political rap-
prochement phase was begun at the beginning of the previ-
ous decade.

In 1990, through the Rome Declaration, the Ministers of
Foreign Affairs of the Rio Group and the European Union de-
cided to begin an institutionalized dialogue, which has been
regularly conducted twice a year. Almost all of the countries
of the region have ties to the European Union through Coop-
eration Agreements that include, as a novelty item, the demo-
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cratic clause. This clause means that the Agreements are appli-
cable as long as both parties maintain democratic government
regimes. During those years, the European Union created dif-
ferent support projects for mutual relations such as ECIP and
AL-Invest, in investment matters, and also widens the General
System of Preferences to foster commercial associations. In the
future, a credit line opened by the European Investment Bank
will function to promote joint investments, and the ALFA Pro-
gram will be taken on, destined to establish association net-
works between the Universities and Centers of Higher Educa-
tion of both the European Union and Latin America. Likewise,
as of 1993, a commercial and economic dialogue has been on-
going through a High-Level Meeting between representatives
of both regions.

The visit of the President of the European Commission,
Jacques Delors, in March 1993, to Chile, Argentina and Mex-
ico, marked the beginning of a new stage in bi-regional rela-
tions, not only because it constituted the first time that a Presi-
dent of the European Commission visited Latin American coun-
tries, but also largely due to the initiation of an intense dia-
logue and analysis process of the realities and perspectives for
strengthening mutual relations. This process changed the na-
ture and projection of Euro-Latin American ties.

The first concrete result was attained in April 1994, with
the Sao Paulo Declaration signed by the Ministers of Foreign
Affairs of the Rio Group and of the European Union, through
which the principles and values shared by both regions were
emphasized, and the new directions that must be adopted to
obtain a deeper relation were also indicated. This Declaration
points out the need to define dialogue and cooperation struc-
tures, establish new instruments and develop future actions
within a short- and long-term strategy framework.

The community institutions immediately adopted differ-
ent statements specifying the previous directions, which al-
lowed a new negotiations cycle to begin on solid bases. Thus,
the Council of Ministers set forth the new collaboration goals:
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“maintain peace, ensure universal respect for human rights, in-
crease the balanced economic exchanges, encourage sustain-
able development, fight poverty and environmental deteriora-
tion, and to bring closer technological and scientific bonds.”
In the same way, the Council of Ministers specified the pro-
cedures to follow: cooperation and dialogue with “regional
and subregional groups as well as with individual countries”
and “initiate conversations regarding new and more ambitious
agreements.” Specifically in the economic scope, trade and in-
vestment promotion were highlighted as the future footstone
of Latin American and Caribbean relations through the imple-
mentation of tariff reductions and the elimination of commer-
cial barriers and investment and intellectual property promo-
tion and protection.

The European Parliament began its permanent support of
the new process when it pointed out that “Latin America must
appear as one of the European Union’s most important world in-
terlocutor” and set forth the intensification of political and eco-
nomic relations, and the study of the possibility of negotiating
free trade agreements with the countries of Latin America.

The previous definitions immediately allowed the begin-
ning of negotiations striving to reach “new and more ambitious
agreements” with the Mercosur, Mexico, Chile, Central Amer-
ica and the Andean Community.

The firm joint decision allowed the new agreements pro-
moted by the European Union and the Rio Group to be estab-
lished between 1995 and 1997. Since separate subregion or in-
dividual country negotiations were carried out, the specific re-
alities of each and the particularities of their relations with the
European Union were able to be considered.

Due to this, negotiations did not arrive at identical con-
clusions. Between the European Union and the Mercosur, an
Interregional Framework Cooperation Agreement was signed.
A Framework Cooperation Agreement was signed with Chile
destined to prepare, as its final goal, a Political and Econom-
ic Association. A Joint Solemn Declaration was adopted with
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Mexico, in which the decision to celebrate a new Commer-
cial, Economic and Political Agreement is specified. Finally,
Central America and the Andean Community updated their
present Cooperation Agreements. In addition to the previous
instruments, the common denominator in each of the negoti-
ations was the adoption of the individual declarations on Po-
litical Dialogue, which in turn, present some differences be-
tween them.

In sum, relations between the European Union and the Mer-
cosur, Chile, Mexico, Central America and the Andean Commu-
nity were institutionalized, substantially expanding the scopes
covered by the preceding agreements. Cooperation outlines in-
tensified, concrete political dialogue mechanisms were incor-
porated, specific commitments regarding the liberalization of
future economic exchanges were taken on, and the bodies des-
tined to watch over the implementation and development of
each agreement were either created or perfected.

These advances created the conditions for Spain to pro-
pose in 1997 the deepening of the ties with Latin America and
the Caribbean, even further elevating the dialogue to the high-
est government levels of the countries in both regions. This
initiative was finalized in Rio de Janeiro in June 1999, with
the celebration of the first Summit of Heads of State and Gov-
ernment of the European Union and of Latin America and the
Caribbean.

This Summit marks the beginning of a new era because
its consensuses, registered in the Rio de Janeiro Declaration,
consolidate the advances registered in previous years and pro-
pose a new projection for the future of mutual relations. Gen-
erally speaking, the Heads of State and Government of the 48
participating countries laid down as a common goal the crea-
tion of a strategic Association between both regions. This As-
sociation will encompass the cooperation, economic and po-
litical scopes. With the goal of carrying out this initiative, the
celebration of future Summit Meetings was established and a
permanent Biregional Committee was created.

36



Patricio Leiva Lavalle - CELARE

On the other hand, the review of the evolution of the Agree-
ments attained in the previous years led the Heads of State and
Government of the European Union and the Presidents of the
Mercosur member countries and Chile to formally launch indi-
vidual negotiations aimed at fulfilling the goals defined in the
Agreements signed in 1995 and 1996, respectively. In the same
manner, the European and Mexican Heads of State and Govern-
ment decided to accelerate the negotiations that they had been
carrying out in order to comply with the commitments agreed
upon in 1997. The European Union, Central American and An-
dean Community countries propelled the new joint initiatives
within the framework of each of the enforced Agreements.

In the course of the Second Summit in Madrid in May 2002,
the Heads of State and Government reviewed the relations be-
tween both regions and projected new orientations with goals
for the Third Summit which will be held in Mexico in 2004.

On occasion of the Second Summit, in Madrid, the Econom-
ic Partnership, Political Cooperation and Cooperation Agree-
ment signed by the European Union and Mexico in 2000, and
the conclusion of negotiations, in April 2002, for the establish-
ment of an Association between the European Union and Chile,
were especially highlighted. Likewise, the progress in negoti-
ations so as to establish a Biregional Association between the
European Union and the Mercosur were also confirmed. Fur-
thermore, advances in that direction are projected for the fu-
ture of relations of the European Union with Central America
and the Andean Community.
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II. THE EVOLUTION OF
RELATIONS BETWEEN CHILE
AND THE EUROPEAN UNION

The deepening of the relations between Chile and the Euro-
pean Union is a part of this general strengthening process of rela-
tions between Latin America and the European Union. Chile has
maintained permanent support in this process, and therefore has
fostered the deepening of relations on a regional scale as a whole
and in its bilateral relationship with the European Union.

In this section, the strengthening process of the bilateral
relationship will be emphasized.

In 1967, the European Community set up its first contact
office for Latin America in Chile. In 1975, it decided to open
another office in Caracas to fulfill similar tasks. Afterwards, it
began installing delegations in such a way that currently they
are found in almost every country of the region.

The return of democracy to Chile in 1990 allowed histori-
cal relations of great importance for the country to recuperate,
which had been postponed since 1973. As soon as the demo-
cratic government assumed its position, Chile and the Europe-
an Union immediately began conversations to sign a cooper-
ation agreement. Once concluded, this agreement became the
first of its kind to be enforced in Latin America. It is known as
a third generation agreement. It was destined to establish a co-
operation outline in different scopes: political, economical, so-
cial and institutional; it incorporated a democratic clause and
created a Joint Commission as a permanent dialogue forum be-
tween both parties.

Dialogues carried out between the Presidents of Chile and
the European Commission, and with government ministers and
senior officials in March 1993 led to different initiatives to in-
tensify bilateral relations on the regional level as well.
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President Patricio Aylwin took the initiative to extend an
invitation to Santiago to the European Commission President,
Jacques Delors, to come to Santiago towards the end of 1992
with the goal of returning the invitation and visit he had made
to Brussels in the previous months, and to analyze the future
of reciprocal relations.

During his visit, the Fundacion Empresarial Europa-Chile
(Chilean-European Entrepreneurial Foundation) was inaugu-
rated, constituted by the Chilean government and the Europe-
an Commission, an unprecedented experience of concrete col-
laboration to promote contacts and economic exchanges be-
tween both parties.

Chile, as coordinator of the Rio Group; propelled the initi-
atives that would result in the Sao Paulo Declaration, reviewed
in the preceding section.

Conforming with what was agreed upon in this declaration,
the new President, Eduardo Frei, in his first annual state of the
nation speech in May 1994 expressed that Chile was open to
negotiate an association outline with the European Union, ei-
ther “bilaterally or jointly” with the Rio Group countries.

During the Presidency of Germany, in the second session of
1994, the Council of Ministers as well as the European Coun-
cil of Heads of State and Government stated the political will
of the European Union was to “give life to a new and exten-
sive collaboration” with Chile.

It is important to emphasize the bases expressed by the Eu-
ropean Union in adopting its decisions:

a) “the close political, economic and cultural ties which have
been developed, once again, between Chile and the Euro-
pean Union and that have been formalized in the third gen-
eration Framework Cooperation Agreement”;

b) “to recognize Chile as an important interlocutor, an eco-
nomic reforms pioneer and a successful example of a de-
mocratization process in Latin American”;
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¢) “for Chile’s commitment to enrich, deepen and elevate to
anew level the dialogue between the European Union and
Latin America”;

d) “Chile’s interest in strengthening its bilateral ties with the
European Union”.

These precepts substantially sum up Chile’s situation and
the relations between both parties, and allow to solidly begin
the necessary conversations to put into effect their common
political goodwill.

Chile proposed, from the very beginning, the writing
of a new agreement based on a common cultural heritage,
close political, economic and historical ties and shared prin-
ciples and values regarding domestic and international de-
velopment. This new agreement had to contain “an Associa-
tion outline” incorporating the political scope with a mech-
anism of permanent dialogue at the highest level, on a gov-
ernment and parliamentary level; the economic scope (goods,
services and investments) with its corresponding commer-
cial rules and exchange liberalization, including a free trade
zone; cooperation reinforcement; and an efficient institu-
tional organization.

During 1995, these proposals resulted in intense contacts
and work between the European Commission, the Council of
Ministers —successively presided over by France and Spain—
European Union Member States and the government of Chile,
on both presidential and ministerial levels. Innovative points
of view were needed to confront a situation practically with-
out precedent, as it concerned the celebration of a global and
bilateral agreement, which included political and economic re-
lations with an individual country not on European or Medi-
terranean borders.

As a result of these endeavors, the Council of Ministers
of the European Union approved the strategy to deepen rela-
tions with Chile, and afterwards, the corresponding Negotia-
tion Guidelines for the European Commission. The European
Parliament supported these negotiations at all times, and in par-

40



Patricio Leiva Lavalle - CELARE

ticular the Association objective, and requested to incorporate
political dialogue with the Chilean national congress as well.

The Chilean proposals followed the Sao Paulo Declaration
orientations in the most advanced, precise manner. Each one of
the considered aspects had a favorable response but their im-
plementation and development would have to adapt to differ-
ent circumstances.

The European Union was not in any condition to imme-
diately negotiate an agreement containing a free trade zone in
goods and services, as requested by Chile. However, it was pre-
pared to define as the final objective the establishment of an
Association of a political and economic nature between Chile
and the European Union, the existence of political dialogue be-
tween the President of Chile and the Heads of State and Gov-
ernment of the European Union and that, in the economic scope,
the objective would be the progressive and reciprocal liberal-
ization of all exchanges.

The objectives, scopes and methods destined to deepen
mutual relations were agreed upon and defined in two stages,
leaving for the future the establishment of the Association, and
in particular, the negotiation of the economic exchange liber-
alization process.

The negotiations underway did not conclude, therefore,
with an Association Agreement but with a Framework Coop-
eration Agreement, defining as its final goal the establishment
of an association of political and economic nature between the
European Community, its Member States, and the Republic of
Chile. The main goal of this Framework Agreement was pre-
cisely to prepare the future association. Likewise, it was agreed
upon that the Agreement was bilateral and the future Associ-
ation would be global, containing the political, economic and
commercial scopes, and a broader, reinforced cooperation.

Consequently, the Framework Agreement incorporated the
political and cooperation scopes. Thus, in the political scope
it was agreed that the dialogue would be at the highest lev-
el, meaning Heads of State and Government, as well as at the
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level of Ministers of Foreign Affairs, Ministers of other areas
and Senior Officials. Likewise, the establishment of Interpar-
liamentary dialogue was supported. In turn, a broad coopera-
tion chapter and an institutional framework presided by a Joint
Council was adopted at the level of Ministers of Foreign Af-
fairs and a Joint Commission of Senior Officials.

Moreover, in the commercial and economic scopes, the
compromise of “progressive and reciprocal liberalization of
all exchanges” was adopted in conformity with WTO stand-
ards. The main disciplines had to contain that the future free
trade zone were noted. In addition, a commercial subcommis-
sion was created as an institution of the Framework Agreement
with the main goal of preparing negotiations to finalize the fu-
ture liberalization of all exchanges.

It is important to emphasize the negotiation process under-
taken is parallel to the ones the European Union was carrying
out with the Mercosur, Mexico, Central America and the An-
dean Community. Consequently, the advances registered in ne-
gotiations were always present along with the possible tie that
could be established, especially in the negotiations between the
European Union, Chile, and the Mercosur. At no time were the
decisions made by the community bodies, or the government
of Chile and the Mercosur countries considered as a possibil-
ity of a joint negotiation. However, the goodwill to cooperate
in the corresponding processes always existed. In the case of
Chile and the European Union, this goodwill was consecrat-
ed in a Joint Declaration, issued at the closing of negotiations,
through which it is established that both parties will study in
joint agreement eventual formulas allowing them to bond their
commercial liberalization preparation mechanisms with those
foreseen by the parties with countries or regional entities, es-
pecially the Mercosur, regarding the evolution of integration
in the region and as long as they contribute to the advancement
of obtaining the bilateral Agreement objectives.

On June 21, 1996, in Florence, Italy, the “Framework Co-
operation Agreement destined to prepare, as its final objec-
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tive, an association of political and economic nature between
the European Union and its Member States and the Republic
of Chile”, was signed. This act had particular relevance since
it was signed in the presence of the President of Chile and Eu-
ropean Heads of State and Government of all 15 European
countries, by the Ministers of Foreign Affairs of Chile and the
Member States of the European Union and the European Com-
mission President.

The Florence Agreement represented not only the firm con-
firmation of political will between both parties to carry out the
Sao Paulo commitments but also a very important potential to
strengthen mutual relations, not only within the cooperation
scope but in all of its dimensions as well. Furthermore, it al-
lowed the immediate beginning in an institutionalized way of
a creation process of the most favorable conditions for the es-
tablishment of the Association, particularly mutual exchange
liberalization.

For the European Union, the Agreement meant the projec-
tion of an Association with a politically solid, economically
dynamic and socially stable country with an advanced region-
al integration process, institutionally bound with the Asia-Pa-
cific countries and with the perspective of economically unit-
ing itself with North America.

For Chile, the Agreement represented a transcendental
step in its development strategy, particularly an open region-
alism by establishing a common project of global dimensions
beyond the Latin American region with the principal econom-
ic power of the world.

As foreseen, the functioning of the Framework Agreement
allowed the deepening of reciprocal relations on a political,
economic and cooperation scale.

Political relations intensified and institutionalized dia-
logues have been carried out on a regular basis in both the Lat-
in American framework and the bilateral context of the bodies
created in the 1996 Framework Agreement.
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The European Union has constituted the first source of in-
ternational cooperation received by Chile directly from both
the European Commission and its Member States; important
new projects have been created, such as the Protocol on Mu-
tual Assistance in Customs Matters (2001) and the Agreement
on Scientific and Technological Cooperation (2002).

Regarding economic matters, the European Union has be-
come Chile’s most important commercial partner as the pri-
mary export market and main source of foreign investment in
the country.

On the other hand, the 1996 Agreement bodies were de-
signed to prepare, as foreseen, second-phase negotiations des-
tined to establish the Political and Economic Association.

During the First Summit of Heads of State and Govern-
ment of Latin America, the Caribbean, and the European Un-
ion in June 1999 in Rio de Janeiro, the EU and Chile launched
the negotiations destined to establish the Political and Econom-
ic Association, previously agreed in Florence.

The First Round of Negotiations was held in Santiago, in
April 2000. In accordance with the methods defined in the pre-
paratory work, the Negotiations Committee proceeded to be in-
stalled, distributing the negotiation scopes in three large are-
as: political, economic and cooperation. Likewise, each group
went on to define its work methods, negotiation topics, infor-
mation exchange, method of the adoption of principles, and
specific and general objectives as well as future negotiations
programs. In the economic sphere, the fact that the European
Union had approved to negotiate its customs duties and serv-
ices as of July 1, 2001, was taken into consideration.

During the first rounds, proposals were presented in all
three negotiation scopes. In the political area, work was be-
gun on texts pertaining to political dialogue and institutional
framework; in the cooperation area, documents were presented,
particularly of the economic cooperation field and in the spec-
ification of the implementation of the new status Chile would
assume as an associated country; and in the economic scope,
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discipline proposals were presented in all areas different from
those mentioned in the previous paragraph, that is to say, com-
petition, government procurement, intellectual property, sani-
tary and phytosanitary measures, market access, antidumping
and countervailing rights, customs matters, rules of origin and
technical standards.

As of the Fifth Round, held in early July 2001, the presen-
tation of negotiation proposals were able to be finished, corre-
sponding to the tariff reduction for the entirety of nomenclature
products and those linked to service and investment areas.

Finally, in April 2002, in Brussels, the tenth and final round
of negotiations was celebrated, culminating the elaboration
process for “an agreement through which an association be-
tween the European Community and its Member States, and
the Republic of Chile was established.”

The President of Chile, Ricardo Lagos, the President of
Spain and the European Council, Jose Maria Aznar, and the
President of the European Commission, Romano Prodi, in the
presence of European Union, Latin American and Caribbean
Heads of State and Government, gathered in Madrid in May
2002 for the occasion of the Second Euro-Latin American Sum-
mit, announcing the end of negotiations and approval by both
parties of the EU-Chile Association Agreement.

Afterwards, once the corresponding procedures had been
fulfilled in the European Commission, Council of Ministers and
European Parliament, the Agreement was signed in Brussels in
November 2002 by the Minister of Foreign Affairs of Chile,
Soledad Alvear, the Ministers of Foreign Affairs of the 15 Eu-
ropean Union Member States, and the Commissioner Christo-
pher Patten, on behalf of the European Commission. In Janu-
ary 2003, the Chilean government immediately sent the Agree-
ment text to the National Congress for its ratification, which
was accomplished in record time and supported by all political
parties. The Agreement entered into force on February 1 of that
same year, in all matters not requiring the ratification of Euro-
pean Union Member States for its implementation. Among the
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latter issues, those referring to the institutional framework and
those linked to trade in goods, are highlighted. However, the
remaining matters, mainly pertaining to services and invest-
ments, will enter into force once all Member States have fin-
ished their domestic agreement ratification procedures.
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IIT. ASSOCIATION AGREEMENT
STRUCTURE

General Characteristics

The Agreement between Chile and the European Union
presents some general characteristics that are important to know
in order to gain a better understanding of its nature and mean-
ing. Among these characteristics, the following six are impor-
tant to point out: it is an association, it is a bilateral agreement,
it is global, it is stable, it is evolutionary, and it is mixed.

The Association Agreement means it goes beyond the na-
ture and reach of the Framework Cooperation Agreements gen-
erally used by the European Union for its relations with third
countries or groups of countries. This was the case of the 1996
Chilean agreement and those celebrated with Latin Ameri-
can countries and other regions of the world. The Associa-
tion Agreement has been used fundamentally by the Europe-
an Union to institutionalize its relations with European coun-
tries that are candidates to become future Member States, and
therefore, as a phase destined to prepare the corresponding ac-
cession. From Chile’s point of view, the signing of the Asso-
ciation Agreement is without precedent since all of those pre-
viously signed with Latin American countries are Free Trade
Agreements, limited to trade of goods and associated matters;
those signed with Canada, Mexico and most recently the Unit-
ed States, have been named Free Trade Treaties since they in-
clude service and investment fields as well.

The Agreement is bilateral, meaning there are two parties:
the Republic of Chile, and the European Community and its
Member States. The fact that it is a bilateral agreement means
that its implementation solely depends on the politic will of
both parties and is not subject to any type of ties with third
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countries or groups of countries. This framework does not im-
pede but rather contributes towards strengthening the common
goal of strategic association between the European Union, Lat-
in America and the Caribbean. Furthermore, it does not impede
upon the initiatives of the parties with other countries or groups
of countries. To this end, the Agreement explicitly acknowl-
edges this possibility and states that the parties will be able to
maintain or establish customs unions, free trade zones or oth-
er commercial arrangements as long as the rights and obliga-
tions agreed upon in the Agreement are not altered.

The Agreement is global, meaning, its scope includes all
relations between both parties, those specifically indicated, and
those resulting from common interest in the future. These rela-
tions have been divided into three groups within the text: polit-
ical, economic and commercial, and cooperation. In turn, each
of these states that the respective relations are global. Thus, in
the political scope, it is established that the relations to consid-
er are the bilateral ones, as well as those sustained with third
countries or in multilateral fora; in the economic and com-
mercial scope the realm of goods, services and investment ex-
changes is considered in its regulatory aspects and in the recip-
rocal liberalization of exchanges; likewise, in the cooperation
scope, an important group of activities to be developed is de-
tailed. It is mentioned that this does not mean discarding any
other opportunity. In other words, the Agreement aims to glo-
balize, in an agreed upon way, bilateral relations, starting with
fundamental values that both parties recognize for the devel-
opment of nations and the international concert.

The Agreement is stable. It is stable due to its own nature
of being an international agreement lasting indefinitely. How-
ever, some special characteristics granting it particular stabili-
ty are worth emphasizing. It is an agreement signed by the Eu-
ropean Community and the Member States, meaning it com-
mits itself to the fullest extent to its fulfillment, not only by
European Union bodies but also to each of its Member States
individually at the same time. In turn, the Agreement is sub-
ject to the corresponding local ratification in each country;
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for the majority, this means parliamentary ratification. More-
over, the Agreement stipulates specific regulations on the ful-
fillment of these obligations; for the economic and commer-
cial scope, it sets out a dispute settlement mechanism. Each
rule presents the maximum legal certainty feasible. In other
words, the Agreement has maximum political and legal com-
mitment, and therefore, the maximum stability an internation-
al instrument can offer.

The Agreement is evolutionary. It contains a very impor-
tant group of commitments, many of which have their areas,
objectives, procedures and time frames specifically defined,
such as those related to the institutional framework or trade
liberalization. However, at the same time, the Agreement has
two more situations whose fulfillment has yet to be defined: on
one hand, programmatic provisions agreed upon in the Agree-
ment exist but whose fulfillment will be carried out as decided
by the corresponding bodies; on the other hand, the Agreement
explicitly establishes, in its final and general provisions as well
as in each of its parts corresponding to its three scopes, that its
reach may be expanded and complemented with new activities
or commitments. There are also different matters where specif-
ic time tables have been set to proceed in that direction.

The Agreement is mixed. This characteristic arises from
the arrangement of competences between European Union bod-
ies and its Member States. The Agreement includes matters an-
swering to both competences. This characteristic is important to
emphasize because it means that the European Union is ready
to immediately implement the matters pertaining to the com-
munity sphere as soon as a consensus is reached among the Eu-
ropean bodies. The second instance additionally requires rat-
ification by Member States. Thus, once the Agreement is rati-
fied by Chile, the approval by the European Commission, the
Council of Ministers and the European Parliament will have
been enough to begin implementing the commitments refer-
ring to the institutional framework and trade in goods regard-
ing the liberalization of exchanges and commercial rules regu-
lating this liberalization, as well as the provisions of the coop-
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eration scope. On the contrary, in the matters regarding trade
in services, political dialogue, investments, payments and cap-
ital movements and intellectual property, the ratification is also
required by the 15 Member States.

Main Elements

The EU-Chile Association Agreement is considered by both
parties as the broadest, deepest and most innovative bilateral
agreement signed up to date. To this end, this instrument is con-
sidered to be fundamental for the expansion and deepening of
mutual relations in all its scopes. The main elements included
in the agreement are presented in this section.

The Association is based on reciprocity, common interest
and the deepening of relations between the European Union
and Chile in all its dimensions, and it will be built upon a base
of three pillars: political, cooperation and economic.

Within the political scope, both parties seek to strength-
en their dialogue concerning any subject considered of com-
mon interest regarding its bilateral relations or the international
framework, with the goal of coordinating their positions, espe-
cially in international fora, and cooperating in its foreign and
security policies. One essential objective is composed of the
promotion, diffusion and defense of democratic principles, re-
spect for human rights, freedom of the people, and the Rule of
Law. The implementation of these principles constitutes an es-
sential element of the Agreement; therefore, its observance is
a condition required for its implementation.

The political dialogue will be carried out at the level of
Heads of State and Government, Foreign Affairs Ministers,
ministers of other areas and Senior Officials.

The dialogue between party representatives will also take
place, as agreed in the institutional framework. This frame-
work permits the wide range of participation of different civ-
il society sectors. The Association Council, composed of the
President of the Council of Ministers of the European Union
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and Foreign Affairs Minister, will be the agreement’s most im-
portant body. The Council will be assisted by the Association
Committee, which will meet on a level of Senior Officials and
will be responsible for the agreement’s general implementa-
tion. Furthermore, the Association Parliamentary Committee is
established, constituted by members of the National Congress
of Chile and the European Parliament. The entrepreneurs and
workers will meet in the Joint Consultative Committee. Lastly,
regular meetings held by representatives of different sectors of
the European Union and Chilean societies are anticipated.

The cooperation pillar mainly aims at contributing to-
wards implementing the principles and objectives which re-
sulted from the Agreement. It extends to new issues and ex-
pands cooperation included in the 1996 agreement. Five are-
as are emphasized: financial and economic; science, technolo-
gy and information society; culture, education and audio-vis-
ual; public administration and state reform; and social cooper-
ation. Additionally, other cooperation fields are included, such
as illegal immigration matters; drugs and the fight against or-
ganized crime; participation of the civil society in cooperation;
regional integration and cooperation; and bi-regional and tri-
angular cooperation.

One aspect of the greatest relevance refers to the possi-
bility the new association context creates, by virtue of which
Chile will be able to participate in European Union programs
developed with its Member States and its acceding countries,
in accordance with domestic standards regarding this matter.
Likewise, it is important to emphasize that the Agreement has
an evolution clause through which it is set forth that the parties
will be able to agree on cooperating in the future in any oth-
er sphere of mutual interest, even if it does not appear in the
agreement’s text, without detriment to the areas of cooperation
agreed upon in the agreement’s specific articles.

The agreement’s third pillar is composed of the com-
mercial and economic scope. Its purpose is to expand and
diversify all the exchanges. Its main objectives are to recip-
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rocally and progressively liberalize market access for goods,
services, investments, government procurement, current pay-
ments and capital movements; to establish joint standards
for the most appropriate development of exchanges in each
of these areas; and to establish a faster and more direct dis-
pute settlement mechanism than the one presently in force
in the WTO.

On the trade of goods, the liberalization of the nomencla-
ture universe is pursued through the elimination of tariffs and
non-tariff measures. Six categories of products were agreed
upon for this in accordance to the rate of tariff reduction and
individual lists with exceptions in agricultural and fisheries ar-
eas. The vast majority of goods have been liberalized since the
agreement’s implementation. The longest tariff elimination pe-
riod is ten years. In the third year after the agreement’s imple-
mentation, the feasibility of deepening tariff concessions and
of the excluded products will be examined. The adopted com-
mercial rules refer to customs matters, origin of goods, san-
itary and phytosanitary measures, technical rules, safeguards
and antidumping measures.

In reference to trade in services, the agreement ac-
knowledges four modes of supplying services: trans-border
supply, foreign consumption, commercial presence and the
presence of natural persons in the territory of the other par-
ty. The activities and conditions of access to the respective
markets have been included in individual schedules of spe-
cific commitments. Furthermore, different disciplines have
been established that will guide the exchanges, such as: na-
tional treatment, domestic regulations, mutual recognition
and transparency.

Likewise, special regulations were agreed for telecom-
munication services, international maritime transport, and fi-
nancial services. These latter activities will be regulated by a
complete set of standards constituting a specific chapter of the
Agreement. On the other hand, audio-visual, national maritime
cabotage and air transport sectors (except for certain specific
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services regarding air transport) were excluded from the reg-
ulations pertaining to the services sphere.

Two years following the agreement’s implementation, the
free movement of people will be analyzed and, every three
years, a greater deregulation in access to trade in services will
be attempted.

Investment increase and diversification will be favored by
the group of commitments included in the Association Agree-
ment and specific provisions on establishment and access stand-
ards in this field. Additionally, the Association Agreement con-
firms the rights and obligations granted by the Agreement on
Promotion and Protection of Investments that Chile has signed
with all Member States of the European Union, with the ex-
ception of Ireland. These incentives will be increased when
the agreements on Double Taxation Avoidance are signed. Re-
garding this topic, the Agreement evolution clause states that
before three years, the possibility of expanding the liberaliza-
tion of investment conditions shall be examined.

Moreover, it is necessary to emphasize that the Agree-
ment also contains a set of joint standards related to trade in
goods, trade in services, and investments, which will con-
tribute to expanding and diversifying those exchanges: dis-
ciplines on payments and capital movements, competition,
intellectual property and a complete agreement on govern-
ment procurement.

Finally, it is necessary to consider two institutional mat-
ters the Agreement incorporates in its economic scope. There
is a dispute settlement mechanism as well as the creation of
Special Committees.

The dispute settlement mechanism contemplates two stag-
es: consultation and the establishment of a panel of three arbi-
trators. The arbitration procedure is described in the Agreement
and contains short time tables for each phase of development.
The arbitration final decision is obligatory and unable to be ap-
pealed, and its method of compliance is precisely stated.
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On the other hand, the Agreement creates special commit-
tees to assist the Association Council in matters pertaining to
customs and rules of origin, as well as technical standards and
financial services. Likewise, it establishes Joint Committees
on Wines and Spirits.
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INTRODUCTION

In Part Two, a summary of the Association Agreement is
presented, from its foundations to its final provisions. Its goal
is to expound the most relevant issues contained in the Agree-
ment and to facilitate an understanding of the agreed rules in
each comprised scope, both individually and as a whole.

The presentation has followed the order of the five parts
constituting the Agreement: General and Institutional Provi-
sions, Political Dialogue, Cooperation, Trade and Trade Relat-
ed Issues, and Final Provisions. In the presentation of the di-
verse matters contained in each one of its parts, the order has
been carefully maintained, with the exception of when a bet-
ter understanding of such matters makes it advisable for them
to be joined together, even though they are not in a correlative
order within the Agreement text. In turn, each of these areas
is organized and presented in the following way: objectives,
scope, content or main commitments, implementation and ev-
olution. Likewise, in certain topics it has been deemed con-
venient to formulate appreciations contributing to a better un-
derstanding of the nature and reach of the commitments set out
in the Agreement.

In this context, this part of the book seeks to incorporate
the essence of what has been agreed upon in all of its 206 ar-
ticles, 17 annexes and 32 declarations constituting the entire
Association Agreement text.
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[. FOUNDATIONS AND NATURE

Foundations

The European Union-Chile Association has solid grounds
of historical, political and economic nature highlighted from
the beginning of the agreement’s text. Both parties share a com-
mon view of man and society, of internal development, and in-
ternational, regional and bilateral relations.

Nearly 500 years of European influence in Chile have cre-
ated close historical ties, a broad common cultural heritage,
and a lively cultural dialogue between European and Chile-
an citizens.

Political foundations invoked by the agreement are of such
a hierarchy that they refer to the joint commitment of fully re-
specting democratic principles, fundamental human rights as
laid down in the Universal Declaration of Human Rights, the
Rule of Law, and good governance principles.

In the social and economic scope, the agreement bases
one of its main principles on the need to promote economic
and social progress for their peoples taking into account the
principle of sustainable development and environmental pro-
tection requirements. Both parties attach great importance to
the principles and values set out in the Final Declaration of
the World Summit for Social Development, held in Copenha-
gen in March 1995.

In this same scope, the agreement mentions the importance
attached by both parties to the principles and rules governing
international trade, in particular those contained in the Agree-
ment establishing the WTO and to the need to apply them in a
transparent and nondiscriminatory manner.

The agreement also highlights the high value granted by
European Union and Chilean authorities for the adoption of
joint initiatives in appropriate international fora, position co-
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ordination and periodic political dialogue consolidation regard-
ing international and bilateral issues of mutual interest, as es-
tablished in the Joint Declaration, constituting part of the 1996
Florence Agreement.

This agreement is not an isolated initiative. On the contra-
ry, another main political foundation is found in the desire to
expand the relations’ framework between the European Union
and Latin American on a level of regional integration, aiming
to contribute to a strategic association between both regions, as
foreseen in the declaration adopted in the Summit of Heads of
State and Government of Latin America, the Caribbean and the
European Union, held in Rio de Janeiro, on June 28, 1999.

At the same time, the Association between the Europe-
an Union and Chile is sustained by a rapprochement process
with landmark achievements, such as the Cooperation Agree-
ment between the European Economic Community and Chile
signed on December 20, 1990, and the Framework Agreement
signed in Florence on June 21, 1996. This agreement was spe-
cifically aimed at laying the groundwork for the establishment
of an association of economic and political nature between
the European Community, its Member States, and the Repub-
lic of Chile.

Principles

The agreement establishes a key element: the respect for
democratic principles and fundamental human rights, as laid
down in the Universal Declaration of Human Rights and at the
beginning of the Rule of Law.

These principles inspired the international and internal
policies of Chile and the European Union. The agreement
grants them the utmost importance since their failure to fol-
low through authorizes either party to immediately adopt the
appropriate measures in conformity with international law. In
other words, the failure can be seen as a reason for suspend-
ing the agreement’s implementation. If an alteration of these
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principles were to occur, the parties would immediately meet
in order to find an equally acceptable solution.

Moreover, governing principles for the agreement’s im-
plementation have been established: the promotion of sustain-
able economic and social development, and the equitable dis-
tribution of the Association’s benefits.

Likewise, reciprocity, joint interest and the deepening of
relations between the parties have been adopted as the bases
of the Political and Economic Association in all areas of its
application, foreseeing the possibility of expanding them in
the future.

According to the aforementioned principles, the agreement
establishes the following objectives and main scopes:

a) to enhance political dialogue on international and bilateral
issues of mutual interest;

b) to intensify cooperation, particularly in political, commercial,
economic and financial, scientific, technological, social and
cultural fields, and achieve maximum participation from each
party in framework programs, specific programs and activities
pertaining to the other party; and,

¢) to expand and diversify bilateral economic and commercial
relations conforming with the WTO provisions and upon what
has been agreed in the agreement.
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II. INSTITUTIONAL FRAMEWORK

The institutional framework laid down for the Association
between Chile and the European Union is very complete. The
most important social sectors are explicitly incorporated. Each
segment will have a permanent forum to discuss and contribute
to the perfecting of the Association. The governments will par-
ticipate in an institutionalized manner through the Association
Council, the Association Committee and special committees;
the parliaments, the Association Parliamentary Committee; the
entrepreneurs and workers, the Joint Consultative Committee;
and the civil society, through periodic meetings.

Government Dialogue
Association Council

The Association Council is the highest body of the agree-
ment and responsible for supervising its implementation. In
this context, it especially has to:

a) examine all important issues arising from the agreement’s
framework;

b) examine any other international, multilateral or bilateral issues
of mutual interest; and,

¢) examine proposals and recommendations from the parties
destined to improve the agreement.

With views of achieving the agreement objectives, the As-
sociation Council has the authority to adopt decisions and make
recommendations. The decisions will be binding on the par-
ties, who will implement them in compliance with their corre-
sponding internal rules.

The Association Council will meet on a ministerial level.
It is constituted by the European Union Council President and
the Foreign Affairs Minister of Chile.
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The President of the Council will be assisted by the Secre-
tary General and the High Representative, the incoming presi-
dency and, additionally by other members of the European Un-
ion Council and European Commission.

The Association Council will periodically meet —at least
every two years— and when circumstances so require.

Association Committee

The Association Committee must assist the Association
Council in fulfilling its duties. It is the body responsible for
the agreement’s general implementation.

The Association Committee will accept decisions in the
cases foreseen in the agreement or when the Association Coun-
cil delegates its power to the Committee.

The Association Committee is composed of representatives
of the European Union Council and the European Commission,
as well as by representatives of the government of Chile. These
representatives must be senior officials.

The Association Committee will generally meet once a
year, and in special circumstances when a request is made by
either party. An overall review of the agreement’s implemen-
tation will be carried out at the annual meeting.

It is important to keep in mind that the agreement establishes
a special association committee for dealing with the issues con-
tained in Part III, on Cooperation, and in Part IV, on Trade. Set
tasks or specific functions are established for the Committee when
dealing with these matters; it also establishes that, in such a case,
it will be composed of representatives of Chile and the Commu-
nity having responsibilities in these cooperation and trade matters,
respectively. Likewise, it also contemplates a specific manner to
examine sanitary and phytosanitary issues, because, in such case,
the Committee will not only be constituted by representatives who
are authorities in these fields and with specific attributions per-
taining to the same, but will also be called the Joint Management
Committee for Sanitary and Phytosanitary Matters.
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Special Committees

The Association Council will also be assisted by special
committees.

The Association Council will be able to decide on the cre-
ation of these committees and establish standards for the rules
of procedure determining its composition, duties and operation-
al method, except in those cases foreseen in the agreement in
matters of customs issues and rules of origin, technical stand-
ards and financial services. In addition, the Joint Committees
on Wines and Spirits Drinks are incorporated.

Parliamentary Dialogue

The agreement has created the Association Parliamenta-
ry Committee as a body. This committee will be the meeting
place for members of the National Congress of Chile and the
European Parliament.

The Association Parliamentary Committee will be able
to:

a) request the Association Council for information regarding the
agreement’s implementation, and the Council will provide the
requested information; and,

b) make recommendations to the Association Council.

Moreover, the Parliamentary Committee must be informed
of the decisions and recommendations set forth by the Asso-
ciation Council.

Entrepreneurs and Workers Dialogue

The agreement has created the Joint Consultative Com-
mittee whose task is to assist the Association Council with the
purpose of promoting dialogue and cooperation between dif-
ferent social and economic organizations of the civil societies
of the European Union and Chile.
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In fulfilling its functions, the committee will be able to:

a) refer to all economic and social aspects of the bilateral rela-
tions arising from the agreement’s implementation;

b) act based on consultations posed by the Association Coun-
cil;

c) acton its own initiative to foster dialogue between the eco-
nomic and social representatives; and,

d) express its opinions on previous topics.

It will be composed of an equal number of European Eco-
nomic and Social Committee members and members of the in-
stitution dealing with economic and social issues in Chile.

Civil Society Dialogue

The agreement anticipates this dialogue through periodic
meetings promoted by both parties between representatives of
European Union and Chilean societies. The agreement partic-
ularly emphasizes the academic community, the economic and
social interlocutors and non-governmental organizations.

The purposes of these dialogues will be:

a) to remain informed on the agreement’s implementation;
and,

b) to express their suggestions aimed at achieving an improve-
ment of dialogues.
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I. POLITICAL DIALOGUE

Objectives

Beyond the complete institutional framework destined to
attain better agreement implementation and development, Chile
and the European Union have agreed to reinforce their dialogues
regarding international, multilateral and bilateral matters of mu-
tual interest. The parties strive to intensify and deepen political
dialogue with the aim of consolidating the association.

In accordance with the agreed principles and foundations,
the main objectives of political dialogue between the parties
are the promotion, dissemination, development and joint de-
fense of democratic values, such as respect for human rights,
the establishment of freedom of the people, and the Rule of
Law, as the foundations of a democratic society.

Scopes

The political dialogue scope has been defined in a broad
manner since it is expected that dialogues may lead to infor-
mation exchange, analysis, position coordination, or adopting
joint initiatives. At the same time, they can refer to any issues
of mutual interest and any international issue with the view of
pursuing common goals, such as security, stability, democra-
cy and regional development.

One aspect of the agreement worth citing refers to the co-
operation in the fight against terrorism within the framework
of what has been laid down in the international conventions
and their respective legislation and regulations. To this end, the
full implementation of Resolution 1373 of the United Nations
Security Council, and the exchange of information on terrorist
groups and support networks along with the means and meth-
ods to fight terrorism are highlighted.
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Methods

The importance attached by the parties to political dia-
logue is clearly demonstrated when verifying the agreed meth-
ods, highlighting the dialogue established between the Europe-
an Union and Chilean Heads of State and Government.

The four agreed instances are the following:

a) periodic meetings between Heads of State and Govern-
ment;

b) periodic meetings between Foreign Affairs Ministers;
¢) meetings between other ministers; and,
d) annual meetings between senior officials.

These high-level dialogue instances ensure a close and sys-
tematic association of analysis and agreement between the most
representative authorities of the European Union and Chilean
governments in connection with a wide spectrum of interna-
tional, multilateral and bilateral topics of joint interest.
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IV. COOPERATION SCOPE

Cooperation constitutes the second pillar on which the Associa-
tion is based. In reviewing its objectives, scopes and implementation
methods, one can see the vast perspective presented by the agreement
for the most diverse domestic life activities. Consequently, the appli-
cation and development of the commitments assumed in these issues
must constitute an important source of benefits arising from the agree-
ment. It must be emphasized that, the foreseen activities will permit
the participation of the most varied sectors of society to be included
in the fulfillment of the agreement objectives.

General objectives

The agreement attaches very broad and transcendental gen-
eral objectives to the cooperation field identifying themselves
with its own general objectives:

a) tostrengthen institutional capacity to consolidate democracy,
the Rule of Law, the respect for human rights and fundamental
freedoms;

b) to promote social development —which should go hand in
hand with economic development and environmental protec-
tion— while giving special priority to respect for basic social
rights;

c) to foster productive synergies, create new trade and investment

opportunities and promote innovation and competitiveness;

d) to develop and deepen cooperation actions while taking
into consideration the Association’s relationship between
the parties.

The aforementioned objectives give evidence that the
agreement grants cooperation a relevant role in the fulfillment
of its general objectives.
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Scopes

The cooperation scopes identified in the agreement are
grouped in six areas, which in turn specify diverse areas:
economic cooperation (19 areas); science, technology and
information society (two areas); culture, education and au-
dio-visual (three areas); state reform and public adminis-
tration (three areas); social (three areas); and other sectors
(five areas).

As one can see, the economic cooperation sector presents,
in greater detail, the areas to be developed. Most productive
goods and services activities, the disciplines composing part
of the agreement’s commercial and economic scope, as well as
some activities of interest for the fulfillment of its goals, have
been included. Among the first, the following sectors are de-
tailed: agriculture (including phytosanitary and sanitary meas-
ures), fisheries, mining, industry, services, energy, transpor-
tation and tourism. Among the cooperation activities linked
to disciplines which will regulate the exchanges, the follow-
ing are mentioned: customs issues, technical regulations, in-
vestment, intellectual property and government procurement.
Likewise, there is a bit of different significant economic are-
as, such as: small- and medium-sized enterprises, the environ-
ment, consumer protection, data protection, statistics and mac-
roeconomic dialogue.

It is also important to highlight the diversity of issues in-
cluded in other cooperation sectors, especially where most
of them contain concrete actions or commitments providing
greater ampleness to cooperation activities: illegal immigra-
tion, drugs and the fight against organized crime, civil society
participation, regional cooperation and integration, and bi-re-
gional and triangular cooperation.

Finally, it is necessary to project this cooperation to the
new “association relation framework.” In this sense, it is con-
sidered that cooperation should contribute towards obtain-
ing the aforementioned general objectives through conceiv-
ing and developing innovative cooperation programs capable
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of providing added value to the new relationship as associ-
ated members. In this status, the participation of each par-
ty must be promoted in framework programs, specific pro-
grams, and other activities of the other party, to which ef-
fect the Association Committee will be able to make the ap-
propriate recommendations.

Content

In general, each one of the 35 areas identified in the agree-
ment establishes its own specific objectives and methods that
will be implemented for its development. Each one of men-
tioned aspects corresponds to the inherent characteristics of
their respective matters. These specific objectives strive to spec-
ify their contribution to the general cooperation and agreement
goals. The methods are adapted to the typical area character-
istics and specific objectives of the same area. However, it is
possible to illustrate some of the methods found in several of
them: experience and information exchange, exchange of spe-
cialists, joint meetings, formation, contacts and ties between
institutions and persons, knowledge transfer, technical assist-
ance, research and studies, design and strategies of policies,
and design and execution of common projects.

Implementation

In order to better understand the implementation of coop-
eration activities, it is necessary to consider both the internal
European cooperation rules and the specific modalities agreed
upon in the agreement for the cooperation scope implemen-
tation.

In reference to the first point, it must be known that for
the European Union, the Association Agreement has estab-
lished the general policy pertaining to these issues and cor-
responding scopes. The European Union has its own regu-
lations through which the financial conditions that will al-
low the implementation of general policy are established.
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Due to this, the regulation established in 1992 needs to be
updated in order to adjust itself to new circumstances. Like-
wise, both financing lines for joint activities in economic
cooperation and technical and financial cooperation must
be reviewed. These lines, in turn, provide financing for all
the other activities.

In practical terms, in order to carry out cooperation activ-
ities in the defined areas, it is necessary that the respective in-
itiatives specify themselves in projects and programs present-
ed to the International Cooperation Agency. This agency is a
Chilean Organization in charge of making an agreement with
the European Commission on the carrying out of the approved
initiatives, in the Pluriannual Programming context defined be-
tween the parties.

It is necessary to repeat that the concept of European Un-
ion cooperation does not correspond to an attendance concept,
but rather that it is based on the principle of mutual interest and
shared costs. Chile, considering its income level, is not eligi-
ble to receive non-reimbursable financial help. Consequently,
cooperation activity development implies the need to consid-
er financial contributions from both parties.

Moreover, the implementation of these activities will be
directly supervised by the Association Committee to which end
the agreement establishes that this body will be constituted by
senior level officials representing the Community and Chile,
holding responsibilities in cooperation issues. In this scope,
the Association Committee in particular will have the func-
tion of proposing recommendations regarding strategic coop-
eration between the parties, which will help set long-term ob-
jectives, strategic priorities and concrete scopes of action in
the indicative programs to last for several years. Said recom-
mendations must include a description of sector priorities, spe-
cific objectives, foreseen results, estimated quantities and an-
nual action programs.
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Evolution

In the cooperation scope, an evolution is expected to the
effect that the provisions or areas already incorporated will not
exclude the possibility of adding new initiatives. Quite on the
contrary, the agreement specifies that no cooperation opportuni-
ty must be discarded beforehand and it entrusts the Association
Committee to explore the possibilities of mutual interest.
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V. COMMERCIAL AND
ECONOMIC SCOPE

The agreement’s commercial and economic scope is glo-
bal in nature, similar to the political and cooperation scopes.
This means it comprises the entire group of corresponding
European Union and Chilean relations. This characteristic is
confirmed, in an outstanding manner, in its three main dimen-
sions: to seek to incorporate all goods, services, capitals and
payments; to pursue the liberalization of all exchanges; and to
propose to establish disciplines referring to all bilateral eco-
nomic relations.

The agreement seeks that the exchanges be carried out dy-
namically through the incorporation of all tradable activities
and the reciprocal opening of the respective markets. These
exchanges must be simultaneously carried out within a frame-
work of stability and predictability through the joint establish-
ment of known regulations.

The commercial and economic scope is evolutionary
in the sense that its goals will be reached in a progressive
manner and, in addition, due to additional sectors, matters
and commitments may be added to those already incorpo-
rated in the agreement.

The permanent reference framework of the agreement’s
economic standards is composed of the group of commitments
acquired in the WTO. The agreement, besides recognizing this
framework, moves ahead in broader and more profound com-
mitments and establishes shorter time periods for their fulfill-
ment than those agreed upon in the multilateral system for sim-
ilar matters.

Thus, the liberalization process in the field of goods is gov-
erned by Article XXIV of the General Agreement on Tariffs
and Trade, GATT 1994. The liberalization of service exchang-
es has as a reference Article V of the General Agreement on
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Trade in Services, GATS. Similarly, the economic disciplines
included in the Association Agreement are based on the respec-
tive WTO disciplines.

Likewise, in matters concerning payments and capital
movements, the agreement recognizes the existing commitment
framework in the international finance organizations as well as
in intellectual property matters, fostering the fulfillment of the
agreed upon internationally convened agreements.

Objectives

In conformity with the characteristics described in the As-
sociation Agreement, the following main objectives are estab-
lished in the economic and commercial scope:

a) the progressive and reciprocal liberalization of trade in
goods;

b) the establishment of commercial disciplines in customs
matters; origin; rules; technical regulations and conformity
assessment procedures; phytosanitary and sanitary measures;
safeguards; and antidumping;

c) the progressive and reciprocal liberalization of trade in ser-
vices;

d) an improvement of the investment environment and, in par-
ticular, the conditions on establishment between the parties
based on a non-discrimination principle;

e) the liberalization of current payments and capital movement,
with due consideration for the stability of each party’s cur-
rency;

f) the reciprocal opening of government procurement markets;
g) the effective protection of intellectual property rights;
h) the adoption of adequate competition rules; and,

1) the setting up of a dispute settlement mechanism.
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We will now proceed to examine each of the previous ob-
jectives, aiming to understand how the agreement foresees the
fulfillment of the same objectives. First of all, the goods liber-
alization program and their corresponding disciplines: customs
matters, origin, technical standards, sanitary and phytosanitary
measures, safeguards and antidumping will be analyzed. After-
wards, trade in services, financial services and investment will
be examined. Finally, the standards common to goods and serv-
ices exchange, that is to say, capital movements and payments,
government procurement, intellectual property, competition and
the dispute settlement mechanism will be presented.
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VI. GOODS LIBERALIZATION PROCESS

Objective

The objective of the exchanges liberalization process is to
obtain free movement of all goods in a progressive and recip-
rocal way in order to establish a transitional period that will
start with the agreement’s entry into force, lasting ten years.
This process will be realized in conformity with the provisions
of the agreement and with Article XXIV of the 1994 GATT
in the context of a preferential free trade zone.

Scope

The liberalization process refers to products of origin,
whether they are agricultural and livestock, fisheries, mining,
forestry or industrial. Consequently, in the case of both im-
ports and exports, tariff elimination will be applied to prod-
ucts complying with the rules of origin agreed upon between
the parties.

Moreover, liberalization refers as much to tariffs or cus-
toms duties as to non-tariff related measures. To these effects,
a customs duty is understood as any duty or charge of any kind
imposed in relation with the import or export of a good, includ-
ing any form of surtax or surcharge in connection with such
an import or export. The agreement specifically excludes from
this definition antidumping or countervailing duties applied in
the agreed manner; the fees or other charges effectively cor-
responding to the approximate cost of the supplied services;
and to the internal taxes imposed equitably to similar nation-
al products. Regarding the latter, the agreement specifies dif-
ferent rules about national treatment for imported products in
taxation matters as well as in national regulations.

In reference to non-tariff measures, it is worth highlight-
ing that the rules on the subject will be applied to the trade in
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goods between the parties without specifying their origin. Fur-
thermore, among these measures, the agreement emphasizes
the quantitative restrictions of other non-tariff measures. The
latter are constituted by the instruments that will be applied to
the trade in goods, except for the safeguard clauses which are
considered an exception of the liberalization program. In other
words, standards on customs, rules of origin, technical rules,
phytosanitary and sanitary measures, and antidumping and
countervailing measures are included as non-tariff measures.
The quantitative restrictions and non-tariff disciplines must be
applied in accordance with the commitments assumed in the
agreement, as it will be analyzed in the future.

The Liberalization Process of Trade in Goods

Once the agreement enters into force, five important situ-
ations worth emphasizing are generated.

In the first place, the reciprocal and progressive tariff lib-
eralization process has begun.

This means that a group of goods was immediately liber-
ated from custom duties, and the other group began the grad-
ual elimination process of the same goods. The latter group of
goods had a fixed starting point, a basic customs duty. Accord-
ing to the different categories in which the products were or-
ganized, the annual course of reduction that the tariffs would
experience was defined until reaching total elimination for re-
ciprocal trade. The mutual preferences granted by the parties
were set. If a party reduces the type of applicable tariff to the
most favored nation after the agreement enters into force and
prior to the end of the transitional period, the Tariff Elimination
Schedule of that party will be applied to the reduced rates.

It must be emphasized that for the products enjoying tar-
iff elimination that takes place all at once, the scaled tariff re-
duction effect affecting them was immediately eliminated. The
rest of the products will gradually reduce the effect, comply-
ing with its respective tariff reduction schedule, until reaching
total liberalization of the same effect.
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Second, customs duties applicable to exports between the
parties were eliminated all at once.

Third, quantitative restrictions were also abolished, mean-
ing all import or export prohibitions or restrictions, such as
quotas, import or export licenses and other measures different
from customs duties and taxes, were eliminated from the trade
between the parties.

Fourth, new customs duties cannot be introduced, nor can
those already applied to trade between the parties be increased.
Likewise, no new quantitative restriction will be introduced. In
other words, a status quo is established and therefore, no prod-
uct subject to reciprocal trade will have a less favorable treat-
ment than the one in existence at the time of the agreement’s
entry into force.

In reference to this last aspect, it is important to empha-
size that the agreement makes an exception for those prod-
ucts within the price band system, since Chile will main-
tain its system as established in Article 12 of Law 18525
or the succeeding system for products covered in that Law
— wheat, flour, sugar and oleaginous— if and when it is ap-
plied with due respect to Chile’s rights and obligations de-
riving from the WTO agreement and the conditions estab-
lished in the agreement.

Fifth, both parties excluded some products from the lib-
eralization program; thus, they will not enjoy preferences, but
they could be imported according to the general treatment af-
fecting them, whomever the importing party may be.

For the purpose of establishing the tariff elimination pro-
gram, the agreement classified the universe of products in three
groups: agricultural and processed agricultural, fish and fisher-
ies, and industrial. All are classified in conformity with the re-
spective tariff nomenclatures of each party, in accordance with
the Harmonized Commodity Description and Coding System,
SA. The European Union nomenclature contains 10,292 items,
and Chile’s amounts to 5,896 items.
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All three categories have a group of products immediate-
ly liberated from tariffs and another group whose tariffs will
gradually be eliminated, in compliance with the agreement
schedule previously agreed upon, in accordance with the deter-
mined elimination categories. Once the agreement enters into
force all products shall enjoy zero tariff, or, in turn, a prefer-
ence whose margin will expand in time, in an annual and pro-
gressive manner until total tariff elimination is achieved for
reciprocal trade. The preferential margin, as well as the tariff
reduction rhythm, is defined by the category in which each of
the three products emphasized in the liberalization program
was incorporated.

It is important to emphasize that in addition to customs du-
ties elimination, the implementation of contingent tariffs under
specific conditions has been agreed upon in the case of certain
fish, fisheries and agricultural products. In other words, tariff
elimination has been established for a specified quota of the
respective product.

The tariff elimination process as well as the contingent tar-
iffs and their implementation conditions have been included
in the agreement annexes I and II. These annexes respectively
register the European Union and the Chilean market opening
process for their reciprocal commercial exchanges.

Tariff Elimination for
Industrial Products

The agreement considers industrial products, those en-
compassed from chapters 25 to 97 in the Harmonized System
as not constituting part of agricultural products and trans-
formed agricultural products.

The European Union will eliminate customs duties ap-
plicable to industrial imports originating in Chile through
two methods: immediate elimination (Year 0 category), or
gradual elimination in four stages (Year 3 category) with an-
nual, equal and successive reductions of one-fourth of the
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base tariff or tariff in effect at the time when negotiations
are concluded. Thus, European Union tariffs applicable to
imports originating from Chile, corresponding to Year O cat-
egory products were completely eliminated when the agree-
ment entered into force on February 1, 2003. In turn, the
tariff elimination for goods incorporated in Year 3 category
will be fulfilled on January 1, 2006, in conformity with the
following indicated program.

European Union Tariff Elimination Schedule
for Industrial Products

(Percentages of annual tariff reduction)

Category

Entry into force

1.1.04

1.1.05

1.1.06

Year 0

100%

Year 3

25%

50%

75%

100%

Chile will eliminate applicable customs duties to in-
dustrial product imports originating in the European Union
through three modalities: immediate elimination (Year O cat-
egory); gradual liberalization in six 16.7% stages, (Year 5
category); and gradual liberalization in eight 12.5% stages
(Year 7 category). Consequently, Chile will reduce its cus-
toms tariffs on industrial imports originating in the Europe-
an Union in accordance with the schedule presented herein-
after; they will be completely eliminated on the date when
the agreement enters into force, January 1, 2008, and Janu-
ary 2010, respectively.
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Chilean Tariff Elimination Schedule
for Industrial Products

(Percentages of annual tariff reduction)

Category E"f';{ci;‘m 1..04 1..05 1..06 1..07 1..08 1.1.09 1110
Year 0 100%

Year 5 167% | 333% | 50% | 667% | 83.3% | 100%

Year 7 12.5% 25% | 37.5% | 50% | 62.5% | 75% | 87.5% | 100%

Tariff Elimination for Fish and Fisheries’ Products

The agreement defines fish and fisheries’ products as those
included in the Harmonized System chapter 3, in headings,
16.04 and 16.05 and sub-headings 05.11.91, 23.01.20 and HS
sub-heading ex 19.02.20.

The European Union will eliminate customs duties appli-
cable to fish and fisheries product imports originating in Chile
though four modalities: immediate liberalization (Year O cat-
egory products); gradual liberalization in five annual stages
consisting of 20% each (Year 4 category); gradual liberaliza-
tion in eight 12.5% stages each (Year 7 category); and gradual
liberalization in eleven stages, ten 9% stages and a final 10%
one (Year 10 category). Thus, European Union tariffs must be
completely eliminated when the agreement enters into force
on January 1, 2007, January 1, 2010 and January 1, 2013, re-
spectively.
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The elimination of the previously mentioned custom du-
ties is accompanied by the implementation of contingent tariffs,
applicable to certain fish and fisheries products originating in
Chile and imported by the European Union. These contingent
tariffs are found in the TQ category (agreement: annex 1) and
they will be applied as of the agreement’s entry into force and
subject to the conditions mentioned in the annex.

Moreover, applicable tariffs in Chile on imports of fish
and fisheries products originating in the European Union were
immediately eliminated on February 1, 2003, meaning, those
corresponding to Year O category. Chile will also apply con-
tingent tariffs on imports of certain fish and fisheries prod-
ucts originating in the Community listed in the TQ category
of annex II, and in accordance with the conditions mentioned
in this annex.

Tariff Elimination for Agricultural
and Livestock Products

The agreement considers agricultural products and proc-
essed agricultural products as those defined as such in the WTO
agreement on Agriculture included in chapters 1 through 24 of
the Harmonized System.

The European Union tariff elimination process for agricul-
tural and livestock products originating in Chile will be carried
out by four modalities: immediate elimination (Year O category
products); gradual elimination in five 20% annual stages (Year
4 category); gradual elimination in eight 12.5% annual stages
(Year 7 category); and gradual elimination in 11 annual stages
of 9% for ten years, and 10% in the last year (Year 10 catego-
ry). Consequently, the elimination of customs duties applied by
the European Union to imports of agricultural and processed
agricultural products originating in Chile must be completed
by the time the agreement enters into force on January 1, 2007,
January 1, 2010 and January 1, 2013, respectively.
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In addition to the tariff elimination process, the Euro-
pean Union will apply to imports of certain agricultural and
processed agricultural products originating in Chile, five
special market opening modalities included in annex 1 un-
der the categories: EP, SP, R, CA and PN.

Chilean tariff elimination on imports of agricultural and
processed agricultural products originating in the European
Union will be carried out by three methods: one-time elim-
ination, on February 1, 2003, for Year 0 category products;
gradual elimination through six equal and successive annu-
al reductions of 16.7% each, for Year 5 category products;
and gradual tariff reduction in eleven stages equivalent to
9% annually for the first ten years and 10% in the last stage.
Thus, total tariff elimination must be completed when the
agreement enters into force, on January 1, 2008 and Janu-
ary 1, 2013, respectively.
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Chile will also apply contingent taxes on imports of cer-
tain agricultural products originating in the Community list-
ed in annex II TQ category. These contingents will apply once
the agreement enters into force, in conformity with the condi-
tions mentioned in this annex.

Emergency Clause for Agricultural
and Livestock Products

Considering the particular sensitivity of the agricultural
and livestock markets, the agreement considers an emergen-
cy clause for agricultural and processed agricultural products.
This clause will be applied without detriment from the agree-
ment Dispute Settlement Mechanism and safeguard established
in the WTO agreement on Agriculture.

The emergency clause may be applied when a product orig-
inating in a party is imported to the other party in quantities or
under conditions in which there is harm, the threat of harm or
serious disturbance caused in similar market products, as well
as in those directly competing with products of the other party.
In such a case, the latter party may take the appropriate meas-
ures explained hereinafter.

First, prior to applying a measure, the affected party will
refer the matter to the Association Committee in order to seek
a mutually acceptable solution. If the other party so requests,
consultations will be conducted within the Association Commit-
tee. These consultations must find a solution within 30 days. If
this were not the case, safeguard measures may be applied.

In such a case, the importing party may take two meas-
ures: suspend further reduction of the tariff elimination proc-
ess foreseen in the agreement regarding the products in ques-
tion; or increase the tariff applicable to the product. In the lat-
ter case, the increase must be limited to a level not surpass-
ing the one resulting to be less elevated of the following two:
most favored nation customs duty or the base tariff for the cor-
responding tariff reduction process.
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The agreement also considers the possibility of extraordi-
nary circumstances requiring immediate reaction. In this case,
the importing party may transitorily adopt the previously men-
tioned measures without the need to comply with the established
requirements for a maximum period of 120 days and may im-
mediately report it to the other party.

The measures taken under the safeguard clause are subject
to two limitations: they should not exceed what is necessary
to remedy the arisen difficulties, and the party imposing the
measure will maintain “the overall level of preferences grant-
ed to the agricultural sector.”

In order to achieve this last objective, the parties will be
able to hold consultations so as to agree upon compensations
for the adverse effects of the measure on their trade, including
the period of time in which this transitory measure will be in
effect. If a mutually acceptable compensation is not reached
within 30 days, the affected exporting party may suspend the
application of equivalent concessions.

Evolution

The agreement establishes two commitments of great im-
portance aimed at deepening the liberalization process of mu-
tual exchanges.

In effect, as a general rule, each party declares its will-
ingness to reduce its tariffs more quickly than foreseen in the
agreement or to improve in another way their access condi-
tions, it may do so if the general economic situation and eco-
nomic situation of the sector in question allow it. These deci-
sions must be taken in the Association Council and will prevail
over the conditions laid down in the agreement for the corre-
sponding products.

Moreover, just as the agreement established a special safe-
guard method for agricultural and livestock products, it also
sets a special procedure to move forward the trade liberali-
zation process of these products. To these effects, it requests
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that the parties review the situation in 2006, product by prod-
uct and on a reciprocal basis, the possibility of granting fur-
ther concessions with the purpose of increasing the trade lib-
eralization of agricultural and processed agricultural products.
This review must keep in mind the mutual trade structure of
these products, their particular sensitivity, as well as the evo-
lution of both parties’ agricultural policies.
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VII. AGREEMENT ON TRADE IN WINE

The Association Agreement contains an agreement on
Trade in Wine as an annex. Along with the Agreement on Trade
on Spirits Drinks and Aromatized Drinks, these are the only
productive sectors in goods which have agreed on a broad and
integral group of standards, referring to the production proc-
esses as well as its trade.

Objectives

The objectives set out in the agreement are to facilitate and
promote the commercial exchanges of wines produced in Chile
and in the European Community on a basis of non-discrimina-
tion and reciprocity under the agreed conditions.

Scope

The agreement comprises wines corresponding to head-
ing 22.04 of the Harmonized System, produced in conformity
with the applicable legislation regulating the production of a
particular type of wine within a party’s territory.

The agreement, in essence, refers to geographical indica-
tions and commercial trademarks, traditional expressions or
complementary quality mentions, to the oenological practices
and processes, and product specification. Other matters refer
to import certification requirements; sanitary and phytosani-
tary measures; mutual assistance between control authorities;
and agreement management.

Commitments

The commitments assumed by the parties can be summa-
rized in the main principles set out in the following sections.
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Commercial Trademarks and
Geographical Indications

The parties will adopt all necessary measures to ensure re-
ciprocal protection of geographical indications used for pre-
senting and describing wines, to which effects, both parties
acknowledge the geographical indications included in their
respective schedules, constituting a part of the agreement on
Wines.

In the event where two protected geographical indications
are homonyms, protection will be granted to both, as long as it
does not mislead the consumer.

Trademarks that happen to be identical, similar or con-
tain a protected geographical indication will not be includ-
ed in the corresponding registry. In the cases where simi-
larity was identified (36), the trademarks will be annulled
within five years for the international market and 12 years
for the domestic market. Champagne is the most signifi-
cant case of this.

Unidentified trademarks will not be rejected in the future.
These trademarks may request its registration in two years time
and they will not be rejected for reasons due to geographical
indication similarity. The new trademarks similar to protected
geographical indications will not be registered.

Traditional Expressions or
Complementary Quality Mentions

The parties will adopt all necessary measures to ensure
reciprocal protection of traditional expressions or comple-
mentary quality mentions used for describing and presenting
wines. In reference to this, individual schedules were agreed
upon where all expression or mentions recognized by the par-
ties were registered.

When protected traditional expressions or complementa-
ry quality mentions are homonymous, both will be protected
as long as the consumer is not induced to error.
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In the event that a similarity between expressions, men-
tions and commercial brands were to exist, those brands iden-
tical to expressions or mentions would be eliminated if they
were not defined and regulated. No problems regarding this as-
pect were found due to the latter.

Accepted trademarks will be able to sign up in the respec-
tive registry and will not be questioned due to conflict with a
traditional expression.

Those traditional expressions or complementary quality
mentions not included in the respective schedules may be used
freely by both parties.

Oenological Practices and Processes

The parties will mutually acknowledge wines originat-
ing in the European Union or Chile when they have been pro-
duced in conformity with one or several oenological practic-
es or processes and product specifications registered in the re-
spective schedules agreed upon for these effects. Consequent-
ly, the corresponding import and marketing of wines in their
respective territories are authorized for direct human consump-
tion. The practices and processes included in such schedules
may not be subject to objections in the future.

The new practices or processes desired to be comprised in
the respective schedules will comply with the acceptance cri-
teria specified in the agreement, such as health, consumer pro-
tection, and good oenological practices. To this end, prompt
procedures and time periods are established.

Safeguards

The agreement establishes the possibility of incorporat-
ing additional requirements for import certificates in the event
that a party detects legitimate problems, such as those relat-
ed to health, consumer protection, or fraud. Prior to adopting
this measure, the other party will be notified so as to permit the
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fulfillment of the additional requirements. In any case, these
additional requirements will be applied in a transitory manner
and only for the period of time necessary to solve the partic-
ular problem.

Implementation

The agreement on Trade in Wine establishes a specif-
ic body, the Joint Committee, to oversee its proper function-
ing and to examine all issues which may arise during its im-
plementation.

The Joint Committee, integrated by representatives of both
parties in the existence of its duties, may make recommenda-
tions, facilitate contacts and the exchange of information, and
present proposals on issues of mutual interest.

Moreover, duties are established for the parties to which
effect they will maintain contact either directly or through the
Joint Committee. Among such duties is the modification of the
Agreement Appendices where the previously described com-
mitments are registered. Likewise, they commit themselves to
report to each other regarding the intention of deciding on new
regulations or amendments, and to notify each other of any leg-
islative, administrative and judicial decisions concerning the
agreement’s implementation.

Regarding any problem related to the interpretation and
implementation of the agreement on Wines, the agreement’s
Dispute Settlement Mechanism will be applied. However, in
matters pertaining to oenological practices and processes, the
List of Arbitrators of the Mechanism will be composed of at
least ten experts on the subject.

92



Patricio Leiva Lavalle - CELARE

VIII. AGREEMENT ON TRADE
IN SPIRITS DRINKS AND
AROMATIZED DRINKS

The European Union and Chile signed an agreement on
Spirits and Aromatized Drinks, constituting another Associa-
tion Agreement annex.

This agreement pursues the same orientations, com-
mitments and structures established in the agreement on
Wines. Its scope comprises drinks from Harmonized Sys-
tem headings 22.05 and 22.08. It establishes a commitment
on protected denominations for drinks but it does not con-
tain regulations on traditional expressions nor on oenolog-
ical practices.

Furthermore, it establishes a Joint Committee with duties
similar to those of the Agreement on Wines Joint Committee.
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IX. FISH AND FISHERIES' PROVISIONS

Two important fishing industry issues arose during nego-
tiations, aside from the market access liberalization topic: the
origin of the fish and fisheries’ products, and investments in the
sector. These issues had a general consensus and its rules were
incorporated into the Association Agreement’s corresponding
areas. However, with respect to wine and spirits beverages,
these standards are not a part of a specific agreement for fish-
eries’ activities.

The most relevant aspects of both indicated matters will
now be highlighted.

Origin
The topic arises in the definition of “wholly obtained prod-

ucts”, whether in the European Community or Chile, for the ef-
fect of classifying them as originating within the parties.

In this scope, the products considered as wholly obtained
are those fishing industry and ocean trapping products as well
as other products harvested from the ocean by “their ships” and
those products elaborated in “their factory ships”, starting ex-
clusively with the aforementioned products.

The agreement states that ships and factory ships are sole-
ly those licensed or registered and under a flag of a Communi-
ty Member State or Chile.

In addition to these two requirements, the mentioned prod-
ucts are considered wholly obtained in the European Union or
Chile when their ships or factory ships comply with the fol-
lowing conditions:

a) belong to:

- at least 50% to European Union Member State or Chilean
nationals; or
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- a collective or private corporation fulfilling the following
requirements: its main office must be located in one of the
European Union Member States or Chile; its manager or
managers, its Council management or overseeing Presi-
dent and the majority of these Council members must be
European Union Member State or Chilean nationals; and
whose capital, at least 50%, belongs to these States or public
organizations, or to nationals of the previously mentioned
States; or

- to a different business from the previously mentioned ones
that fulfills the same aforementioned requirements, but
without having to fulfill the final requisite regarding capital.
Besides,

b) its captain and at least 75% of its crew, including officials
must be nationals of a European Union Member State or of
Chile.

A specific agreement provision specifies that the origin of
maritime fishing industry products and other products harvest-
ed from the sea are conditioned to the maritime space where
this activity is being carried out. In the case that the ship’s ac-
tivity is carried out in an area where sovereign rights are ex-
ercised, product origin corresponds to the state possessing the
rights. In Chile’s case, these rights are exercised in the exclu-
sive economic zone, including territorial ocean, meaning 200
miles. In the case that the ship’s activity is in a place where
sovereign rights are exercised by any state, meaning the high
seas beyond 200 miles, product origin will correspond to the
ship’s flag.

In turn, it is convenient to state that Chile maintains its leg-
islation fully in effect, especially article 155 pertaining to the
General Aquiculture and Fishing Industry Law through which
“fishing industry extracting labor in internal waters, territori-
al ocean or exclusive economic zone are forbidden by vessels
or ships under foreign flags...”

Finally, it is important to emphasize that through a Joint
Declaration annexed to the agreement, it is specified that the
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provisions pertaining to origin are without detriment to the
rights and obligations of both parties by virtue of the United Na-
tions Convention on Ocean Rights. As signatories of this Con-
vention, the European Community and Chile explicitly remem-
ber their recognition and acceptance of the sovereign rights of
the shore state for the effects of exploring and exploiting, con-
serving and managing natural resources of the exclusive eco-
nomic zone, as well as its jurisdiction and other rights pertain-
ing to this zone in accordance with what is laid down in arti-
cle 56 and other articles of the Convention.

Investments

During negotiations, fisheries’ investment issues were ex-
amined, as was the possibility of giving incentive to mutual or
reciprocal investments. As a result of this, a protocol related
to Fisheries Company was agreed upon.

The protocol regulates ownership and investment control,
fishing ship registration and operation, fishing authorizations
and permits, and confirmation of reciprocal conditions.

In short, the protocol establishes that Chile will authorize
legal persons of the Community to own the largest percentage
of the shareholders’ equity and to exercise management con-
trol in new or existing Chilean fishery companies as long as,
in a reciprocal manner, the physical/natural persons and legal
persons from Chile have at their disposal the same authoriza-
tion in the Member State of origin of the individual person or
legal community entity in question.

It is necessary to specify that this reciprocity principle
is established in the enforcement of the corresponding stand-
ard of the General Chilean Fishing Law (1991). Moreover,
it must be mentioned that fishing authorizations and per-
mits for an individual/natural person or legal entity will be
governed by all regulations, management and conservation
measures regulating fishery activities of the party in which
they are established.
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The protocol assigns the Association Committee the
task, among others, of verifying and confirming that recip-
rocal conditions contained in it are those with which are
complied.

Finally, it is important to mention that on Chile’s Schedule
of Specific Commitments on Establishment, the conditions to
carry out activities in the Fishing Sector are registered.
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X. CUSTOMS MATTERS

Objectives

The main objectives of the provisions on customs issues
are to facilitate commercial exchanges by guaranteeing compli-
ance with the agreed upon regulations pertaining to this issue,
improving customs work methods, ensuring the transparency
and efficiency of customs operations, providing mutual man-
agement assistance, and establishing cooperative management
for the carrying out and control of the granted preferences.

Scopes

The agreement incorporates all the regulations related to
customs and trade-related matters, its reciprocal cooperation
and management, goods valuation, tariff preference implemen-
tation, and the fight against irregularities and fraud related to
the origin of goods.

Commitments

In order to fulfill the indicated objectives, the agreement
establishes an extensive set of commitments in the vast fields
of customs matters.

Thus, in order to guarantee the fulfillment of the agreed upon
regulations, the parties have made a commitment starting with ex-
changing customs procedures and information on legislation, en-
forcement of customs standards and procedures agreed on at a bi-
lateral or multilateral level to simplify requirements and formali-
ties, to establish coordination between customs and other control
agencies, and to extend cooperation in issues related to the estab-
lishment of customs values and rules of origin.

In this last sense, it is necessary to highlight that the par-
ties agreed to apply the Valuation Agreement, referring to 1994
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GATT article VII, without the determined reserves in existence
in the agreement.

With the goal of improving work methods and guaranteeing
customs operation transparency and efficiency, the parties pledged
to guarantee the maintenance of the highest integrity standards
through the enforcement of measures reflecting the principles of
the pertaining international instrument and agreements, as stat-
ed in each of the parties’ legislations. In the same way, the agree-
ment establishes the commitments of reducing, simplifying and
normalizing the data in the documents required by customs, par-
ticularly the use of a sole customs document, and to enforce the
international rules and standards in the customs scope, including
the fundamental elements of the revised Kyoto Agreement on cus-
toms regimes simplification and harmonization.

Likewise, the possibility of adopting joint positions in the
international organizations pertaining to the customs scope was
incorporated, such as the WTO, the World Customs Organiza-
tion (WCO), the United Nations, and the United Nations Con-
ference on Trade and Development (UNCTAD).

Both parties agreed to establish fast and efficient proce-
dures guaranteeing the right to appeal in front of administra-
tive acts and decisions made by customs and other organisms,
and collaborate to facilitate transfer and in-transit operations
in their respective territories.

Precise orientations were established on determined mat-
ters for the implementation of commercial and customs proce-
dures and rules, and to promote transparency of the latter.

Finally, with the agreement incorporated as an annex, the
Protocol on Mutual Management Assistance pertaining to cus-
toms matters, on June 13, 2001, complements the previously
emphasized standards.

Preferential Regime Execution and Control

The execution and control of commercial preferences to
the merchandise conceded in the agreement constitute an act
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of the highest importance, to which effect it is considered an
essential administrative cooperation and commitment to fight
against irregularities and fraud related to origin, customs clas-
sification and value at customs.

It is particularly important to highlight that the systemat-
ic lack of management cooperation or the existence of prov-
en fraud by one party will allow the other party to temporari-
ly suspend the preferential treatment granted to the respective
product. The agreement establishes four situations which are
considered a systematic lack of management cooperation.

Prior to enforcing temporary suspension of preferential
treatment, the Association Committee must receive all the in-
formation by the party having proven the systematic absence
of management cooperation or presumed fraud in order to find
an acceptable solution for both parties. To this end, consulta-
tions will be held within the Association Committee and they
will have 30 days at their disposal to reach a solution. If an
agreement is not reached, the affected party will temporari-
ly suspend preferential treatment of the product or products
in question.

The temporary suspension must be immediately reported
after the Association Committee adopts it; it will be limited to
the necessary period of time needed to protect the parties’ fi-
nancial interests. It should not exceed six renewable months
and they will be subject to periodic consultations in the As-
sociation Committee, especially with the goal of suspending
them as soon as the circumstances permit.

Implementation

In order to be able to apply and develop the customs rules
and goods origin agreed upon in the agreement, a Special Cus-
toms Cooperation and Rules of Origin Committee has been es-
tablished.

The Special Committee specific functions will be the fol-
lowing:
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supervise the implementation and management of all provi-
sions regarding customs issues and rules of origin;

constitute a consultation and discussion forum on all customs
issues, including those pertaining to rules of origin; and

promote cooperation in the development, enforcement and
execution of rules of origin and customs provisions in gen-
eral.
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XI. STANDARDS, TECHNICAL
REGULATIONS, AND CONFORMITY
ASSESSMENT PROCEDURES

Objectives

The objectives in terms of Standards, Technical Regula-
tions and Conformity Assessment Procedures are to facilitate
and increase trade in goods by eliminating unnecessary trade
barriers.

Moreover, an explicit objective is established to intensi-
fy and strengthen the implementation of the rights and obli-
gations arising from the WTO Agreement on Technical Barri-
ers to Trade.

Scope

The provisions on the matters of this section will be ap-
plied to trade in goods in the scope of standards, technical reg-
ulations and conformity evaluation procedures, as defined in
the above-mentioned agreement.

The legitimate objectives of the parties, the definition,
rights and obligations and non-discrimination principle agreed
upon in the WTO Agreement must be kept in mind for their
fulfillment.

These provisions will not be applied to Sanitary and Phy-
tosanitary Measures nor to technical specifications prepared for
government procurement. Both issues will be governed by the
provisions included in the corresponding agreement chapters.

Specific actions

With the goal of fulfilling the described objectives, a broad
work program has been agreed upon, containing the following
specific principle actions:
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to intensify bilateral cooperation in order to facilitate access
to their respective markets, by increasing the knowledge, un-
derstanding and compatibility of their respective systems;

to strive to define the mechanisms that best adapt to problems
or specific sectors;

to agree on the specific agreements with the purpose of ap-
plying the defined mechanisms; to this effect, the parties will
seek common views on good regulatory practices in different
aspects emphasized in the agreement.

Implementation

With the purpose of carrying out the described activities,

the agreement establishes a Special Committee on Technical
Regulations, Standards and Conformity Assessment. To that
end, it will have the following functions and authority:

to perform the follow-up and supervision of the implementa-
tion and administration of these matters;

to draw up a work program to achieve the agreed objectives
and actions;

to offer a forum for discussing and exchanging information
on these matters;

to be a forum for consultation and prompt solution of problems
acting or possibly acting as unnecessary barriers to trade;

to promote cooperation between the parties’ public or private
organisms responsible for the metrology, standardization,
tests, certification, inspection and accreditation; and,

to explore all means of improving access to the parties’ mar-
kets and the functioning of the previous provisions.
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XII. SANITARY AND
PHYTOSANITARY MEASURES

The Association Agreement contains, as an annex, an
Agreement on Sanitary and Phytosanitary Measures Applica-
ble to Trade in Animals, Animal Products, Plants, Plant Prod-
ucts and other Goods and Animal Welfare. This agreement rep-
resents a true code in the sense that it is completely compre-
hensive on the subject.

Objectives

This agreement’s main objectives are two: to facilitate the
trade in animals and animal products, plants and plant products
and other goods, meaning, any other organism, object or ma-
terial that can host or spread plagues, and also to protect pub-
lic, animal and plant health.

To this end, it will pursue:

- to ensure total transparency of sanitary and phytosanitary
measures applicable to trade;

- to set up a recognition mechanism of equivalence in these
measures;

- to recognize the parties’ sanitary state and apply the region-
alization principle;

- to apply the principles, rights and obligations of the WTO
Agreement regarding these matters; and

- to set up mechanisms and procedures favorable to trade.

Likewise, the agreement also aims at reaching a common
understanding regarding animal welfare regulations.
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Scope

The agreement on sanitary and phytosanitary measures will
be applied to measures affecting trade included in the corre-
sponding Agreement Appendices, referring to:

- sanitary measures applied to animal and animal products;

- phytosanitary measures applied to plants, plant products and
other goods;

- expansion of animal welfare standards.

The agreement specifies the scopes to which its provisions
will initially not be applied, for example, food additives, tech-
nological aid, food product labeling, animal feed and geneti-
cally modified organisms.

The Joint Management Committee will be empowered to
include in the agreement’s implementation scope other sanitary
and phytosanitary measures affecting bilateral trade, as well as
other standards related to animal welfare.

Basic Contents

The agreement on Sanitary and Phytosanitary Measures
establishes a very broad, significant and precise set of stand-
ards which will regulate reciprocal trade. These standards in-
clude the following main aspects:

- zoosanitary situation recognition;
- regionalization recognition;

- equivalence determination;

- trade transparency and conditions;
- certification procedures;

- verifications;

- import inspection;

- information exchange.
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Furthermore, the agreement contains a consultation and no-
tification mechanism in case of any serious or significant risk
to public, animal or plant health. In these cases, the process
must be very brief since two working days are needed for writ-
ten notification of the situation, and a maximum of 13 working
days to hold the pertinent consultations.

In the case of animal welfare, the possibility of consul-
tation is also considered, for which effects, up to 20 working
days are considered.

This agreement includes a safeguard clause, which con-
siders the case of the exporting party taking measures to con-
trol any factor entailing an important risk to public, animal and
plant health, and the case of the importing party taking provi-
sional measures to protect these scopes for similar motives.

In such cases, the party adopting the measures must no-
tify the other party within one working day; in the event it is
considered pertinent, consultations may be held within 12 days
and an effort will be made to avoid any unnecessary trade dis-
turbance.

Implementation

The agreement’s institutional organization presents a spe-
cific situation regarding these matters. The Association Agree-
ment Committee will be composed by the respective authori-
ties on this matter when it meets to review matters of this na-
ture, and in turn, it will be called “Joint Management Commit-
tee for Sanitary and Phytosanitary Matters.”

This committee will be the main authority to supervise,
study, apply and develop the undertaken commitments. It will
especially have the responsibility of reviewing all twelve ap-
pendices included in the agreement and modify them as a result
of the consultations and procedures established in the same;
likewise, it will be able to pose recommendations to modify
the agreement itself.
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In addition to the Joint Management Committee, the pos-
sibility to designate technical work groups is established, in-
tegrated by specialists of the parties; when further specialized
knowledge is required, ad hoc groups may be created, espe-
cially scientific ones, which may be constituted by people not
acting in representation of either party.

The competent authorities to enforce the agreement are,
on behalf of the European Union, Member States and Europe-
an Commission and on behalf of Chile, the Agricultural Minis-
tries, Agricultural and Livestock Service, Health Ministry and
Economy Ministry, National Fishing Industry Service.
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XIII. SAFEGUARD CLAUSES

Scope

The agreement establishes the possibility of applying safe-
guard measures to reciprocal trade. To these effects, the rights
and obligations regarding these matters, arising from Arti-
cle XIX of the GATT 1994 and the WTO Agreement on Safe-
guards, are recognized. In other words, the possibility of us-
ing global safeguards will be regulated by the existing multi-
lateral organization’s regulations.

The agreement also considers the possibility of using bi-
lateral safeguard measures when one of the parties has a sub-
stantial interest as the exporter of a specific product. A sub-
stantial interest is recognized as such when one of the parties
is found within the five largest suppliers of the imported prod-
uct during the last three years, whether in absolute volume or
value. In this case, stricter disciplines and procedures were
taken regarding notification, consultation and implementation
of the corresponding measures. Likewise, the agreement ac-
knowledges the possibility of applying provisional measures.
In all of these situations, the process of applying safeguard
measures will be carried out within the Association Commit-
tee framework.

Moreover, it is important to remember that special safe-
guard provisions exist for agricultural products and processed
agricultural products, called the emergency clause, as well as
for sanitary and phytosanitary measures included in the corre-
sponding agreement.

Bilateral Safeguards

From the moment a party detects a problem, it must imme-
diately report to the Association Committee, within seven days
as a maximum, all pertaining information to the initiation of an
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investigation, including all procedures and schedules, and the
final results. The same procedure must be adopted when the
decision is made to apply provisional safeguard measures. In
such case, a notification must be received within a minimum of
seven days before the application of the said measures.

Upon notification of the investigation’s final results, the
party having the intention of applying the safeguard measures
foreseen in the WTO prior to its application will submit the
matter to the Association Committee in order to hold the per-
tinent consultations and seek an acceptable solution for both
parties.

The mentioned safeguard measure will respond to the fol-
lowing criteria: priority will be given to those least disturbing
agreement objectives; they will be limited to what is necessary
to repair the serious injury, and they will preserve the prefer-
ence level or margin granted to the other party.

Once the safeguard measure is applied, the Association
Committee will be immediately notified. These measures will
be reviewed once a year with the purpose of attenuating or
eliminating them.

During the first 18 months of the safeguard measure’s ap-
plication, the parties will not exercise the right to compensa-
tion foreseen in the WTO Agreement on Safeguards as long as
the measure has been taken as a result of an increase of im-
ports in absolute terms, and that the measure is in conformity
with the provisions of the said agreement.
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XIV. ANTIDUMPING AND
COUNTERVAILING MEASURES

The Association Agreement states again the rights and ob-
ligations on these matters in accordance with the WTO Agree-
ment on implementation of article VI of GATT 1994 and the
WTO Agreement on Subsidies and Countervailing Measures.
Consequently, if a party determines that dumping or counter-
vailing subsidies are taking place in its commercial exchang-
es with the other party , it may take the appropriate measures
in accordance with what is established in the instruments. In
the event that either the countervailing or antidumping meas-
ure is applied and does not comply with the necessary require-
ments to do so, the parties may have recourse to the WTO dis-
pute settlement mechanism.
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XV. EXCEPTIONS ON
FREE MOVEMENT OF GOODS

Objective

The exceptions on free movement of goods aim to ad-
dress special situations or circumstances that make it advis-
able to authorize the parties to apply measures that may con-
tradict the commitments undertaken in the economic scope of
the agreement.

Scope

The scopes foreseen in the agreement refer to three aspects:
general situations, safeguards, and shortage situations.

General Exceptions Clause

The agreement establishes the possibility of adopting meas-
ures called general exceptions, as long as they comply with both of
the following conditions: the measures are not applied in a manner
which constitutes a means of unjustifiable or arbitrary discrimina-
tion, or as a disguised trade restriction between the parties. Under
these conditions, the agreement specifies that no provision on the
free movement of goods will be construed so as to impede a par-
ty to adopt or implement the following measures:

a) those necessary to protect public morale;

b) those necessary to protect human, animal or plant life or
health;

c) those necessary to secure compliance of the laws and regu-
lations incompatible with this agreement , such as laws and
regulations concerning the enforcement of customs measures,
protection of intellectual property rights, and the prevention
of deceptive practices;
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d) those related to the import or export of gold or silver;

e) those imposed to protect national treasures of artistic, histori-
cal or archaeological value;

f) those related to the conservation of exhaustible natural
resources, if such measures are made effective in con-
junction with restrictions on domestic production or
consumption; or

g) those related to products made in prison.

Safeguard clause

The second type of situation refers to the safeguard clause
for the trade in goods, set out the corresponding section.

Shortage clause

The third general exception included in the agreement fore-
sees two situations deriving from the fulfillment of provisions
on the free movement of goods:

a) an acute shortage or threat of food products or other essential
products to the exporting party; or,

b) a shortage of essential quantities of domestic materials for
a domestic processing industry during periods of time when
the domestic price of these products is maintained below the
global price as a part of a governmental stabilization pro-
gram.

When these situations cause or are likely to cause serious
difficulties to the exporting party , that party may take the ap-
propriate measures under the conditions and in conformity with
the procedures laid down in the agreement.

The required conditions refer to the following:

The selected measures to be applied must be those least
disturbing to the functioning of the agreement’s provisions;
said measures will not be applied in a manner constituting a
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means of unjustifiable or arbitrary discrimination, or as a dis-
guised trade restriction, and they will be eliminated when the
circumstances cease to justify their maintenance. In the cas-
es when the measure is based on the previous letter b), it will
not increase exports or the protection granted to the domestic
processing industry concerned.

The agreement details the procedure to follow in order to
apply this shortage clause. Before applying it, or as soon as it
is possible in those cases explained in the following paragraph,
the party intending to take the measures will report all the per-
taining information to the Association Committee with a view
to seek an acceptable solution for both parties. If an agreement
is not reached within 30 days after its presentation date before
the Association Committee, the exporting party is able to im-
plement the measures to the export product concerned, in ac-
cordance to the agreed terms.

The agreement also foresees the case of critical or excep-
tional circumstances requiring immediate action, thus mak-
ing prior information or examination impossible. In such cas-
es, the precautionary measures necessary to deal with the sit-
uation may be applied without delay, and the other party will
immediately be informed.

Any measure applied in conformity with this shortage
clause will be immediately reported to the Association Com-
mittee and it will be subject to periodic consultations within
this body with the final goal of establishing a schedule for its
elimination, as soon as circumstances permit.
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XVI. TRADE IN SERVICES

Objective

The objective of the provisions established in the Associa-
tion Agreement is the reciprocal liberalization of trade in serv-
ices, in a compatible manner with Article V of the WTO Gen-
eral Agreement on Trade in Services.

Implementation scope

Trade in services includes the supply of a service by the
following modes:

a) from the territory of one party into the territory of the other
party (mode 1);

b) in the territory of one party to the service consumer of the
other party (mode 2);

c) by aservice supplier of a party through commercial presence
in the other party’s territory (mode 3);

d) byaservice supplier of a party through the presence of natural
persons in the other party’s territory (mode 4).

The provisions of the chapter corresponding to the agree-
ment will be applied to trade in services in all sectors, includ-
ing international maritime transport and telecommunications
services. The agreement establishes specific rules, as we will
see further ahead.

However, the following sectors will be excluded from the
application of rules of the chapter on services:

a) audio-visual services;
b) national maritime cabotage;

¢) international and national air transportation services, whether
or not they are scheduled, and services directly related to the

114



Patricio Leiva Lavalle - CELARE

exercise of traffic rights. Notwithstanding, the following will
be governed by the rules on service:

1) aircraft repair and maintenance services during which an
aircraft is removed from service;

i) sales and marketing of air transport services; and,
iil) computerized reservation system services, CRS.

d) financial services, which will be regulated by the specific
chapter for this section;

e) trade in services corresponding to government procurement
which will be governed by what has been agreed in the re-
spective agreement chapter.

The general commitments taken on mainly refer to national
treatment and market access, domestic regulation, mutual rec-
ognition, and transparency.

Market Access and National Treatment

The most important commitments incorporated by the par-
ties are market access and national treatment for the process of
liberalization of exchange in these activities. These commit-
ments are registered in individual Schedules of Specific Com-
mitments, which constitute annex VII of the agreement.

By virtue of these compromises, each party will grant treat-
ment not less favorable than the terms, limitations and condi-
tions agreed upon and specified in their respective schedule to
the services and service suppliers of the other party.

Regarding the sectors where such commitments are under-
taken, each schedule will specify:

a) the terms, limitations and conditions regarding market access
matters;

b) conditions and exceptions in national treatment matters;

c) other commitments in addition to the previous ones;
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d) when appropriate, the schedule for implementing commit-
ments and their date of entry into force.

On the other hand, in the sectors where market access com-
mitments are undertaken, neither party will be able to maintain
or adopt, unless its schedule specifies the contrary, the meas-
ures defined in the following manner:

a) number of service suppliers;
b) total value of assets or service transactions;

c) total number of service operations or of the total quantity of
production services;

d) total number of persons that may be employed.

In none of the preceding situations may measures such as numer-
ical quotas or demands of proof of economic need be taken on.

Likewise, the parties may not apply the following meas-
ures:

a) measures that restrict or require specific types of legal entities
or joint ventures through which a service supplier of the other
party may supply a service; and,

b) limitations on foreign capital participation in terms of a
maximum percentage limit on foreign shareholding or the
total value of individual or added foreign investments.

Moreover, a national treatment commitment is established
for sectors registered in their respective schedule, and in the
conditions and exceptions set out therein. In this sense, each
party will grant treatment not less favorable than the one given
to its own similar services or similar service suppliers to serv-
ices and service suppliers of the other party , regarding all the
measures affecting service supply.

Domestic regulation

Commitments in internal regulation matters refer to sec-
tors where a party has undertaken commitments in its respec-
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tive schedule. Its objective is to ensure that no measure relat-
ed to the requirements and procedures of licensing and certifi-
cation of service suppliers of the other party constitutes an un-
necessary trade barrier. Consequently, it has been established
that said measures must be based on the following objective
and transparent criteria, not be more trade restrictive than what
is strictly necessary, and not constitute a disguised restriction
on the supply of a service.

The second commitment in this field refers to the case
of a party recognizing unilaterally or by agreement the di-
plomas, experience, licenses or certifications obtained in
the territory of a third country. In such a situation, that par-
ty will offer to the other party an adequate opportunity to
demonstrate that the diplomas, experience, licenses or cer-
tifications obtained in the other party’s territory must also
be recognized, hold an agreement, or agree on an arrange-
ment of similar effect.

Mutual recognition

The parties pursue through the provisions in this section
that the competent authorities of each party take their decision
regarding the request of a service supplier from the other party
for a license or certificate within a reasonable period of time.

Likewise, the competent organizations from each par-
ty are expected to give mutual recommendations of recog-
nition with the purpose of enabling the service suppliers to
fulfill, in part or as a whole, the criteria applied by each par-
ty for the authorization, licensing, accreditation, operation
and certification of service suppliers, and in particular for
professional services.

The Association Committee is in charge of deciding, with-
in a reasonable period of time, if said recommendations will
be implemented through an agreement of mutual recognition
on the requirements, qualifications, diplomas and other regu-
lations to be negotiated with the competent authorities.
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Likewise, the competent bodies of the parties are encour-
aged to develop concession procedures for temporarily licens-
ing professional service suppliers of the other party.

Transparency

The rule on transparency obligates each party to promptly
provide specific information on any of its general measures of
application pertaining to the international agreements related to
or affecting the chapter on services. The contact point that will
provide specific information on all such matters to the service
suppliers of the other party upon request is specified.

Evolution

The chapter on services contains several provisions re-
lated to the evolution of commitments in different aspects of
service exchange.

In general terms, the parties have agreed to review the
chapter three years after the agreement enters into force with
the goal of deepening liberalization even further and to reduce
or eliminate the remaining restrictions on a favorable basis for
both parties as a way to guarantee a global balance of rights
and obligations. Furthermore, a review on how service rules
are functioning is considered every three years. These reviews
will be carried out by the Association Committee, who in turn
will present its proposals to the Association Council.

Likewise, the agreement establishes a review in five specific
aspects: movement of natural persons; citizenship and residency;
national regulations; subsidies; and mutual recognition.

Regarding the movement of individuals, two years af-
ter the agreement enters into force, the parties will review the
rules and conditions applicable to the movement of individu-
als (mode 4) with the goal of expanding liberalization. This re-
view will also be able to re-examine the definition of an indi-
vidual as established in the agreement.
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Moreover, periodic consultations will be carried out with
the goal of determining whether it is possible to eliminate the
remaining restrictions in matters of permanent citizenship or
residency pertaining to license or certification granting of their
respective service suppliers.

In reference to domestic regulations, the agreement speci-
fies that the disciplines on these matters will be reviewed with-
in the framework of examination procedures every three years
to bear in mind the agreed disciplines by virtue of article VI
of the WTO General Agreement on Trade in Services in order
to include them into the Association Agreement.

Even if the provisions on services are not applied to sub-
sidies, the agreement sets forth that the parties will review the
subsidies related to trade in services every three years, aiming
to include the corresponding disciplines agreed in the GATS
article XV framework.

The last regulation on the evolution process refers to stand-
ards on mutual recognition. In this field, the agreement estab-
lishes that the Association Committee will periodically review
the implementation of the corresponding rules on a minimum
basis of every three years.

Without detriment to the provisions described for trade in
services, special rules were agreed upon for international mar-
itime transport and telecommunications activities.

International maritime transport

Implementation scope

The special provisions on international maritime transport
include intermodal and door-to-door transport operations in-
volving a sea-leg. These provisions will be applied with respect
to shipping companies established outside of the Community
or Chile and controlled by Member State or Chilean citizens,
respectively, if their vessels are registered in accordance with
their respective legislation, in that Member State or Chile and
under the flag of a Member State or Chile.
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Market Access and National Treatment

The regulations for this activity refer to market access

and national treatment. Through them, the following is estab-
lished:

a)

b)

the parties will continue to effectively apply the principle of
unrestricted access to the international maritime market traffic
and on a non-discriminatory and commercial base; and,

each party will continue to grant to the ships under the flag
of, or operated by service suppliers of the other party treat-
ment no less favorable than that which has been agreed for its
own ships with regard to port access, the use of port auxiliary
maritime services and infrastructure, the related fees and
charges, customs facilities and the assignment of loading and
unloading docks and facilities.

In applying the previous principles, the agreement states

that the parties must consider three types of limitations:

a)

b)

they will abstain from introducing cargo-sharing clauses in
future bilateral agreements with third countries, except for
exceptional circumstances where shipping companies of the
affected party would not have another effective possibility of
participating in traffic to and from the third party country in
question;

they will forbid cargo-sharing arrangements in future bilateral
agreements regarding to bulk liquid and dry trade;

all unilateral measures and administrative, technical and other
types of obstacles that may have restrictive or discriminatory
effects on the free supplying of services in international mari-
time transport will become void once the Agreement enters
into force.

Finally, it has been agreed that each party will permit the

international maritime service suppliers of the other party to
have commercial presence in its territory, under establishment
and operation conditions no less favorable than those grant-
ed to their own service suppliers or those of any third country,
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whichever are better, in accordance with the conditions regis-
tered in its respective Schedule of Specific Commitments.

Telecommunications Services

Scope

The commitments refer to the transport of electromagnetic
signals: sounds, data image and any other combination there-
of, excluding diffusion. Therefore, they do not cover the ac-
tivity consisting of the provision content required by telecom-
munications services for its transport. This content’s provi-
sion, transported by a telecommunications service, is subject
to the specific commitments undertaken by the parties in oth-
er relevant sectors.

Contents

The standards for this activity refer to the following main
aspects: regulatory authority, supply of services, major suppli-
ers, interconnection, scarce resources and universal service.

The agreement specifies definitions and orientations on the
standards to be implemented in said aspects, especially empha-
sizing objectivity, transparency, and non-discrimination.
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XVII. FINANCIAL SERVICES

Objective

This chapter’s main purpose is to group the set of stand-
ards that will govern the financial service activities between
the parties.

Scope

The chapter will apply to any adopted or maintained meas-
ure, whether as a law, regulation, rule, procedure, decision, ad-
ministrative provision, or in any other manner, by central, re-
gional or local governments and authorities, as well as non-
governmental entities, in the exercise of powers delegated on
them by such bodies.

The supply of a financial service is included through the
four methods described in the financial services trade set out
in the previous section.

The financial services comprised in the agreement are
grouped in two large categories: insurance and insurance-re-
lated services, and banking services and other financial servic-
es (excluding insurance). The activities related to each one of
these categories are presented in a detailed manner.

Likewise, the agreement describes the activities excluded
from the standards on financial services:

a) activities conducted by a central bank, monetary authority
or by any other public entity in the pursuit of monetary or
exchange policies;

b) activities forming part of a statutory social security system
or public retirement plans; and

¢) other activities conducted by a public entity for the account, or with
the guarantee of using financial resources of the government.

However, in the two last cases, when a party allows one
of these activities to be conducted by its financial service sup-
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pliers in competition with a public entity or a financial serv-
ice supplier, the rules pertaining to this subject will apply to
such activities.

Furthermore, the agreement excludes two other situations:
a) activities related to government procurement; and,

b) subsidies related to trade in financial services granted by the
parties.

Contents

The issues contained in the financial services chapter in-
clude market access and national treatment; the conditions are
laid down in their respective Schedules of Specific Commit-
ments, incorporated in annex VIII of the agreement.

In general, the previous issues follow the lineaments adopt-
ed for trade general services, duly adapted to the financial serv-
ices scope.

Moreover, the agreement contains the following specif-
ic standards for the sector: definitions, new financial services,
data processing, regulation effectiveness and transparency, con-
fidential information, prudential carve-out, recognition, con-
sultations, and specific provisions on dispute settlement. These
provisions are complemented with the creation of the Special
Committee on Financial Services.

Among the provisions regarding the aforementioned is-
sues we can emphasize those referring to prudential carve-out
measures destined, among other aims, to:

a) protect the investors, depositors, financial market participants,
policy holders or persons to whom fiduciary duties are owed
by a financial service supplier;

b) maintain the safety, soundness, integrity or financial respon-
sibility of financial services suppliers; and,

c) ensure the integrity and stability of a party’s financial sys-
tem.
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Implementation

The financial services have three regular instances to di-
alogue about commitment, implementation and mutual ex-
change development: a special committee is created, a consul-
tation mechanism is established, and specific provisions for the
Mechanism on Dispute Settlement are adopted.

Special Committee on Financial Services

The Special Committee on Financial Services will have
the functions of supervising the implementation of the con-
tracted commitments pertaining to the agreement chapter mat-
ter in question and consider the issue regarding financial serv-
ices when requested by a party.

The main representative of each party will be an authori-
ty responsible for the financial services. The Special Commit-
tee will report the results of their meetings to the Association
Committee.

Consultations

One party will be able to request consultations with the
other party regarding any matter arising from this chapter, and
the other party will consider this request. In these consultations,
financial authority officials of the parties will participate. The
consultation results will be reported to the Special Committee
on Financial Services.

Specific Provisions for the
Dispute Settlement Mechanism

The differences posed in the framework of the commit-
ments assumed in the Financial Services chapter will be set-
tled through the agreement Dispute Settlement Mechanism,
with the variants outlined hereinafter:
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The consultation phase foreseen in the Dispute Settle-
ment Mechanism will correspond to the Consultations mode
described previously unless the parties agree otherwise. If the
difference is not settled within 45 days of the consultations
being held, or 90 days after the consultation request presenta-
tion, whichever is shorter, the complaining party may request
in writing the establishment of an arbitration panel. The par-
ties will report their consultation results directly to the Asso-
ciation Committee.

The Mechanism Arbitrators List has to contain five in-
dependent individuals that will , among other characteristics,
have expertise or experience in financial services law or prac-
tice. Within three days of the arbitration panel establishment
request, the Association Committee chairperson will select by
lot the arbitration panel chairperson among the five persons de-
scribed previously. In the same manner, the Association Com-
mittee chairperson will select by lot from the Mechanism ar-
bitrators list of the two other members of the arbitration panel,
one among the individuals proposed to the Association Com-
mittee by the complaining party and the other among the in-
dividuals proposed to the Association Committee by the party
against whom the complaint was made.

Evolution

Three years after the agreement’s entry into force, the Fi-
nancial Services Special Committee will consider the possi-
bility of facilitating and expanding financial services trade,
aiming to contribute in greater measure towards achieving the
agreement’s objectives.

Likewise, the parties will review the disciplines pertaining
to subsidies related to financial services trade, with the goal
of incorporating the disciplines agreed upon by virtue of arti-
cle XV of the General Agreement on Trade in Services, GATS,
into the agreement.
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XVIII. RIGHT OF ESTABLISHMENT

Objective

The objective is to foster mutual investments through a high-
er level of the existing bilateral agreements, especially in matters
of establishment, pre-establishment and national treatment.

Implementation Scope

The right of establishment standards will apply, in prac-
tice, to the investments in goods related activities, although
the agreement specifies that they will be applied to all sectors;
services sectors, including financial services, are specifically
excluded. The provisions agreed upon for this sector, set out
therein before, will be applied to service investments.

For the effect of these standards, the agreement considers
as right of establishment:

a) the constitution, acquisition or maintenance of a legal person, or

b) the creation or maintenance of a branch or representative
office within the territory of one party with the purpose of
performing an economic activity.

In reference to natural persons, meaning all nationals of one of
the Member States, the European Union or Chile according to their
respective legislations, it is convenient to specify that this right does
not extend to seeking or accepting employment in the labor market
nor does it confer an access right to the labor market of a party.

In annex X of the agreement, the Schedule of Specific Com-
mitments on Establishment are registered. It is important to point
out that in an appendix of the said annex, the protocol related to
fisheries is found, through which implementation of the right of es-
tablishment of this sector is regulated, as previously explained.

National Treatment
Individual Schedules of Specific Commitments regarding es-
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tablishment have been created for the European Union and Chile,
as well as in the same way as those established for services and
financial services.

Regarding the sectors registered in the preceding schedules
subject to the conditions and exceptions foreseen in it, each par-
ty will grant legal and natural persons of the other party a treat-
ment no less favorable than the one granted to its own legal and
natural persons performing a similar economic activity.

In agreement with the above mentioned, each party will have the
right to regulate the establishment of legal and natural persons.

It is important to point out that in the Schedule of Specif-
ic Commitments on Establishment, among the limitations in-
corporated by Chile in reference to treatment, the standards in-
cluded in the Foreign Investment Statute, Decreto Ley 600 are
included, in addition to those related to fisheries activities.

Agreements in effect

The European Union and Chile confirm their existing rights
and obligations in reference to the bilateral and multilateral
agreements of which they are parties.

To this effect, the fact that Chile has signed Investment
Promotion and Protection agreements with all the countries
except for Ireland has to be emphasized. Likewise, it is neces-
sary to mention that the EU Member States and Chile are cur-
rently in an active negotiation and writing process of agree-
ments aimed at avoiding double taxation.

Evolution

In a maximum period of three years after the agreement’s en-
try into force, the parties have committed themselves to review the
legal framework, environment and mutual investment flow, aim-
ing to progressively liberalize investment conditions. This review
will be performed in agreement with their commitments relating
to international agreements.

127



The Strategic Association Chile - European Union

XIX. EXCEPTIONS TO THE
REGULATIONS ON SERVICES,
FINANCIAL SERVICES AND
ESTABLISHMENT

The agreement recognizes three types of situations in which

the parties will be able to apply measures constituting excep-
tions to the regulations agreed upon.

a)

b)

In the first situation one finds the following measures:

those needed for moral protection or to maintain public order
and public security;

those necessary to protect the life or health of people, animals
and plants;

those related to the preservation of non-renewable resources,
as long as said measures are applied in conjunction with
restrictions to production, national services consumption, or
national investments;

those necessary to protect the national patrimony of artistic,
historical or archaeological value;

those necessary to secure compliance with laws and regula-
tions that are compatible with the provisions on Services Trade
and Right of Establishment, including the ones related to:

1) prevention of misleading and fraudulent practices or the
means of confronting the effects of unfulfilled service
contracts;

ii) the protection of individual privacy in relation to the pro-
cessing and dissemination of personal information and the
protection of the confidential nature of personal records
and accounts; or

iii) security.
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In any case, the agreement empowers the adoption of the
above-mentioned measures as long as they are not applied in
a manner constituting arbitrary or unjustifiable discrimination
between the parties when similar conditions prevail, or there
is a hidden restriction on services trade, financial services or
establishment.

The second general exception on standards related to serv-
ices, financial services and establishment refers to the social se-
curity systems of the parties and to the activities connected with
the exercise of official authority in each party’s territory.

Finally, the third exception refers to the application of
laws, regulations and requisites in regards to the entry and per-
manence, work, labor conditions and establishment of natural
persons, provided that, when doing so they are not applied in
a manner that annuls or limits the benefits accrued by the oth-
er party by virtue of a specific provision of the Services Trade
and Establishment standards.

129



The Strategic Association Chile - European Union

XX. GOVERNMENT PROCUREMENT

Objectives

The main objective of the regulations agreed upon for this
field is to ensure the effective and reciprocal opening of their
respective government procurement markets in a transparent
and non-discriminatory framework. Its most relevant charac-
teristic is the legal certainty laid down for the agreed-upon set
of provisions.

These features are inferred from the nature of adopted pro-
visions as well as from the precision with which the definitions
are laid out for each of the entities or related operations and of
the procedures to be followed to fulfill such operations. Conse-
quently, the corresponding title in the agreement may be con-
sidered as constituting a true public procurement code for ex-
changes between Chile and the European Union.

Scope

The implementation scope or coverage of the provisions
involved may be examined from four different perspectives,
each complementary to the others:

a) regarding the internal rules of both parties : they apply to all
laws, regulations, procedures or practices related to all pro-
curement engaged by public entities from the parties , with
the exceptions set out in the agreement;

b) inconsidering the purpose of government procurement: goods
and services are incorporated as well as the works carried out
by public entities with public profit purposes and public works
concessions, whose counterpart includes the right to exploit
the works, or to do so with an additional payment;

c) from the public entities’ point of view who will have to apply
these regulations: the central, regional or local government,
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municipalities, public enterprises must be considered, as well
as other organisms engaging in procurement according to
the standards agreed. To these effects, the agreement sets out
individual schedules specifying, one by one, all public entities
that will be governed by the agreed rules. These schedules
compose annexes XI and XII of the agreement;

d) the agreement has established procurement thresholds or
minimum values, as of which the standards on the subject
will start governing: operations in goods and services,
130,000 DEG (approximately US$ 150,000); and for pub-
lic works operations 5,000,000 DEG (approximately US$
6,000,000).

On the other hand, the agreement details specifically
which public contracts will not be governed by the agreed
provisions, such as certain contracts awarded by internation-
al agreement.

Transparency, National Treatment
and Non-discrimination

The government group of provisions from the government
procurement code is guided by three essential principles: trans-
parency, national treatment and non-discrimination.

Regarding these aspects, it is necessary to emphasize the
commitments referring to ensuring that government procure-
ment activities of the entities covered by the standards are
performed in a transparent, reasonable and non-discriminato-
ry manner, granting the same treatment to the suppliers from
both parties, and guaranteeing the principle of open and effec-
tive competition.

In particular, with regards to all laws, regulations, pro-
cedures and practices related to the corresponding public
procurement activities, each party must grant to the goods,
services and suppliers of the other party a treatment no less
favorable than the one granted to national goods, services
and suppliers.
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In transparency matters, the principal obligation refers to
the prompt publication of any law, regulation, jurisprudence
and administrative resolution of general application and pro-
cedure, including standard contract clauses, related to govern-
ment procurement activities covered by this code, through its
insertion in the appropriate publications expressly defined, in-
cluding officially designated electronic means, as well as all
modifications of said measures.

The agreement establishes different provisions worth un-
derlining when the above-mentioned principles are implement-
ed. For example, the parties must ensure that all laws, regula-
tions, procedures and practices related to government procure-
ment activities covered by the agreement do not give a locally
established supplier less favorable treatment than the one grant-
ed to another locally established supplier, on the basis of for-
eign affiliation to, or ownership by a person from the other par-
ty; and that their entities do not give discriminatory treatment
to a locally established supplier on the basis that the goods or
services offered by such supplier for a particular government
procurement are goods or services of the other party.

In another order of matters, the agreement forbids that, in
the qualification and selection of the suppliers, goods or serv-
ices as well as in the evaluation of bids and the awarding of
contracts, the entities either take into account, consider, seek
or impose offsets nor conditions regarding national preferenc-
es, such as margins allowing price preference.

Government Procurement Procedures

In addition to the described provisions, the Association
Agreement contains a group of 14 articles through which it
regulates all government procurement procedures in order to
ensure transparency and non-discrimination, and at the same
time, its effectiveness and liberalization.

Thus, one finds standards on the following matters: eval-
uation; tendering procedures; selective tendering; other pro-
cedures; qualification of suppliers; publication of notices; ten-
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der documentation; technical specifications; time limits, nego-
tiations; submission, receipt and opening of tenders; award-
ing of contracts; information on contract award; and bid-chal-
lenge procedures.

Moreover, in the search for the best implementation of the
standards on the issue, different provisions have also been in-
corporated, tending to the use of electronic means in the pro-
curement procedure, reciprocal cooperation, technical assist-
ance and preparation of statistical reports.

Implementation

The Association Committee is the body in charge of im-
plementing the government procurement standards. To these
effects, it will perform the following activities:

- examine any aspect of its implementation;
- adopt timely measures;

- coordinate exchanges regarding implementation and develop-
ment of information technology systems;

- make recommendations on cooperation; and

- adopt the decisions foreseen in this scope.

Evolution

As in other parts of the agreement, government procure-
ment foresees some provisions on the future development of
the subject. Every two years, a review of the agreed regulations
is emphasized along with scope or coverage modification and
possible negotiations with third countries.

In reference to modifications to a coverage procedure, such
possibility is foreseen only if the other party is notified; it is
proposed within 30 days of the appropriate compensatory ad-
justments to its coverage in order to maintain a coverage level
comparable to the one prior to the modification.
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Regarding future negotiations with third parties , the agree-
ment considers that the party offering a third party additional ad-
vantages concerning access to their respective government pro-
curement markets, beyond what has been agreed in the agree-
ment, will hold negotiations with the other party aiming to ex-
tend those advantages to the other party on a reciprocal basis,
which will be decided within the Association Committee.

Exceptions

Besides indicating some specific operations which will be
left aside when implementing the standards on government pro-
curement, the agreement authorizes the maintenance or adop-
tion of specific measures to attend to certain aspects of gener-
al nature, as long as such measures are not applied in a man-
ner that would constitute arbitrary or unjustifiable discrimina-
tion between the parties or imply a hidden restriction on mutual
trade. These measures may refer to the following aspects:

- protect public morals, public order or safety;
- protect human life, health or security;

- protect the health of animal or plant life;

- protect intellectual property; or

- related to goods and services of handicapped people, philan-
thropic institutions or of prison labor.
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XXI. CURRENT PAYMENTS
AND CAPITAL MOVEMENTS

Objective

The agreed objective aims to seek the liberalization of
current payments and capital movements between the parties.
This objective must be achieved in conformity with the com-
mitments undertaken in the framework of international finan-
cial institutions, and additionally with due consideration to the
stability of each party’s currency.

Scope

All current payments and capital movements between the
parties.

Commitments

Payments and current account transfers will be authorized
in convertible currencies and in accordance with the Articles of
Agreement of the International Monetary Fund (IMF).

In reference to capital movements of the Balance of Pay-
ments, the parties will authorize the free movement of capital
related to direct investments made in conformity with what has
been agreed upon in the Trade in Services and Right of Estab-
lishment in the agreement. Likewise, the same liquidation or
repatriation authorization for such investments and generated
benefits will be granted.

Moreover, the agreement confirms the rights and obliga-
tions in effect of the European Union and Chile by virtue of the
multilateral or bilateral agreements of which they are a party.

It is necessary to specify that, by virtue of what is set out
in annex XIV of the agreement concerning this issue, Chile has
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reserved itself the right to maintain certain time tables, in lieu
of which no transfers from Chile will take place, from the sale
product of all or part of an investment of a Community investor,
or the total or partial liquidation of the investment. These lim-
itations are contained in the Decreto Ley 600 and Law 18657.
Likewise, the Central Bank of Chile has reserved itself the right
of maintaining or adopting measures from its Organic Consti-
tutional Law, Law 18840, or other legal rules to watch over the
currency stability and the normal functioning of internal and
external payments, including insertion.

Exceptions and Safeguard Measures

The agreement acknowledges that, in exceptional circum-
stances, payments and capital movements between the parties
cause, or threaten to cause, serious difficulties for the function-
ing of the monetary policy or exchange rate policy for either
party. The affected party may adopt the safeguard measures
that are strictly necessary regarding capital movements. These
measures may not exceed one year, but may be renewed.

The party taking the safeguard measures will promptly in-
form the other party and must present a time schedule for their
removal, as soon as possible.

Evolution

In order to contribute to the achievement of the agree-
ment’s objectives, the parties will facilitate capital movement
amongst themselves. To these effects they will hold the perti-
nent consultations.
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XXII. INTELLECTUAL
PROPERTY RIGHTS

Objectives

The principal objectives of the agreement are to grant and
guarantee proper and effective protection to intellectual prop-
erty rights in accordance with the highest international stand-
ards, including effective means of complying with the rights
foreseen in the international treaties.

In relation to the commitments undertaken by the parties
in the framework of the WTO, the standards established in the
agreement also pursue a proper and effective implementation
of such commitments.

Implementation Scope

The agreement considers the protection of copyrights and
its incidental rights as well as industrial property in a similar
manner to the definitions adopted in the WTO. Consequently,
the extent of intellectual property rights refers to copyrights,
including copyrights in computer programs and databases,
and incidental rights; and to rights related to patents, industri-
al designs, geographic indications, including appellations of
origin, trademarks and layouts of integrated circuits (topogra-
phy), as well as the protection of undisclosed information and
protection against disloyal competition, as set out in the Paris
Convention for the Protection of Industrial Property (Stock-
holm Act, 1967).

Protection of Intellectual Property Rights

In pursuit of the above-mentioned objectives, the agree-
ment establishes three main commitments:

- to specify those agreements, arrangements, conventions,
protocols and treaties, agreed upon in the WTO, especially

137



The Strategic Association Chile - European Union

in the framework of the Intellectual Property World Office;
regarding those, the parties deem necessary to ensure total
implementation. To this effect, the standards incorporated in
the Association agreement do not include commitments other
than those set forth in such instruments;

to guarantee proper and effective implementation of the ob-
ligations laid down in the mutually agreed upon instruments;
and

to indicate the time period in which the parties will implement
the agreed instruments.

To this effect, four different situations are set out in the

following order:

a)

b)

continue ensuring adequate and effective implementation of
the obligations arising from the following five instruments:

i) the Agreement on Trade-related Aspects of Intellectual
Property Rights, of the WTO (1994);

i) the Paris Convention for the Protection of Industrial Prop-
erty (Stockholm Act, 1967);

iii) the Bern Convention for the Protection of Literary and
Artistic Works (Paris Act, 1971);

iv) the Rome Convention for the Protection of Performers,
Producers of Phonogram and Broadcasting Organizations
(Rome, 1961);

v) the International Convention for the Protection of New
Varieties of Plants 1978 (“1978 UPOV Convention™), or
the International Convention for the Protection of New
Varieties of Plants 1991 (“1991 UPOV Convention”);

ensure, by January 1, 2007, adequate and effective imple-
mentation of the obligations arising from the following five
multilateral conventions:

i) the Nice Agreement Concerning the International Classifi-
cation of Goods and Services for the Purpose of Registra-
tion of Marks (Geneva Act, 1977; modified in 1979);
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d)

ii) the World Intellectual Property Organization Copyright
Treaty (Geneva, 1966);

iii) the World Intellectual Property Organization Performances
and Phonograms Treaty (Geneva, 1996);

iv) the Patent Cooperation Treaty (Washington 1979, amended
in 1979 and modified in 1984);

v) the 1971 Strasbourg Agreement concerning the Interna-
tional Patent Classification (Strasbourg 1971, amended in
1979);

ensure, by January 1, 2009, adequate and effective imple-
mentation of the obligations arising from the following four
multilateral agreements:

1) the Convention for the Protection Producers of Phono-
grams against the unauthorized Duplication of their Pho-
nograms (Geneva, 1971);

i1) the Locarno Agreement establishing an International Clas-
sification for Industrial Designs (Locarno Union, 1968;
modified in 1979);

iii) the Budapest Treaty on the International Recognition of
the Deposit of Microorganisms for the purposes of Patent
Procedures Issues (Budapest, 1977; modified in 1980);

iv) the Trademark Law Treaty (Geneva, 1994);

endeavor to ratify and ensure, as soon as possible -meaning
without a definite time period— an adequate and effective
implementation of the obligations arising from the following
three multilateral agreements:

1) the Protocol to the Madrid Agreement concerning Inter-
national Registration of Marks (Madrid, 1989);

i) the Madrid Agreement concerning International Registra-
tion of Marks (Stockholm Act, 1967; modified in 1979);

iii) the Vienna Agreement establishing an International Clas-
sification of Figurative Elements of Marks (Vienna, 1973;
amended in 1985).
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In fulfilling the obligations arising from the aforemen-
tioned instruments, it is important to highlight that they will
be of universal implementation, meaning that even though the
undertaken commitment between Chile and the European Un-
ion is bilateral, the regulations of each of the aforementioned
instruments will apply for all the countries that are compos-
ing said instrument.

Evolution

As in other agreement issues, the Association Committee
has been empowered to include new multilateral instruments
when both parties deem appropriate to subject them to the dis-
ciplines of the Intellectual Property chapter and to the pertain-
ing Association Agreement general regulations.
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XXIII. COMPETITION

Objectives

The standards on competition have two main objectives:
first, to avoid reducing or annulling the benefits of the liberal-
ization process for the trade in goods and services and due to
anti-competitive practices; and second, to establish a cooper-
ation and coordination framework between their correspond-
ing authorities on competition.

To these effects, the parties commit themselves to imple-
menting their respective laws on competition issues in a man-
ner compatible with the standards concerning trade and trade-
related issues of the agreement, and to acknowledge the impor-
tance of embracing principles on competition issues, accepta-
ble to both parties in multilateral fora, including the WTO.

Scope

In order to prevent competition distortions or restric-
tions which may affect the trade of goods and services be-
tween them, the parties will pay special attention to the fol-
lowing situations: anti-competitive agreements, concerted
practices and abusive behavior resulting from single or joint
dominant positions.

The cooperation and coordination in their actions for
implementing laws in competition issues will include five
essential aspects: notification, coordination, consultation,
exchange of non-confidential information, and technical
assistance.

Cooperation and Coordination

Notification constitutes the first cooperation and coordi-
nation action included in the agreement. In reference to this, it
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was agreed that authorities will notify each other of a law en-
forcement activity if the measure:

a) may substantially affect the other party’s important interests;

b) refers to restrictions on competition that may have a direct
and substantial effect in the other party’s territory;

c) concerns anti-competitive acts that take place, mainly in the
other party’s territory.

Notifications are subject to the following three circum-
stances: the notification will take place in an early stage of the
procedure; the authority may take into consideration the ob-
servations received during its decision making; and the noti-
fications must permit an evaluation in light of the interests of
the other party.

In relation to coordination possibilities, the agreement
grants the authority of one party the possibility of notifying the
corresponding authority of the other party of its willingness to
coordinate the law enforcement activities in reference to one
concrete case. This coordination will not prevent the parties
from making autonomous decisions.

The agreement contemplates a third manner of coopera-
tion: the possibility of requesting consultations when impor-
tant interests of one of the parties are adversely affected in the
territory of the other party.

The agreement sets out a fourth cooperation manner to im-
prove transparency in these matters: the exchange of non-confi-
dential information. To this effect, there are two main exchang-
es: information-related to sanctions and corrective measures
applied in cases significantly affecting important interests of
the other party , and the annual information provided by both
parties on state aid.

It is important to emphasize that when party legislation
provides so, confidential information may be facilitated to their
respective justice courts, subject to the latter maintaining its
confidentiality.
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Finally, the agreement establishes mutual technical assist-
ance as a way of strengthening the implementation of compe-
tition laws and policies.

Public Enterprises and Enterprises Entrusted
with Special or Exclusive Rights,
Including Designated Monopolies

The Competition chapter also sets standards on these enter-
prises. Three of its provisions are particularly meaningful:

- the parties will be able to designate or maintain public or pri-
vate monopolies according to their respective legislation;

- the Association Committee will ensure that no measure
is either taken on or maintained, distorting trade in goods
and services between the parties to an extent contrary to
the interests of the parties ; and

- the Association Committee will ensure that the aforemen-
tioned enterprises are subject to the rules of competition
insofar that the application of these rules does not hinder
the fulfillment of the assigned tasks.

Dispute Settlement

Considering the complexity of these issues in the sense that
future disputes may involve not only the parties or governments,
but also the corresponding legal powers, the agreement estab-
lishes that neither of the parties may resort to a dispute settle-
ment procedure deriving from the rules on competition.

Implementation

To the effects of implementing these rules, competition
authorities from Chile are the National Office of the Treasur-
er and the Settlement Commission, and the corresponding au-
thority of the European Union is the Commission of the Euro-
pean Communities.
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XXIV. DISPUTE SETTLEMENT

Objectives

The fundamental objectives of the Dispute Settlement
Mechanism are two: to avoid and settle disputes on the ap-
plication of Part IV of the agreement, concerning Trade and
Trade related Issues, and to arrive at a mutually satisfactory
resolution of any problem that might affect the functioning of
the agreement.

Scope

The Dispute Settlement Mechanism will be applied to any
matter arising from the interpretation and application of Part
IV of the Agreement on Trade and Trade Related Issues, ex-
cept in those cases expressly indicated. In other words, the par-
ties may not resort to this mechanism for disputes arising from
other agreement matters, such as the General and Institutional
Provisions (Part I), Political Dialogue (Part II), Cooperation
(Part III) and Final Provisions (Part V).

In turn, in Part IV, the agreement sets out specific stand-
ards to attend to the differences arising in the case of financial
services and oenological practices of wines, due to the special-
ized nature of such activities. Likewise, the agreement excludes
implementing this mechanism in the competition area.

Moreover, the mechanism scope is defined according to
whether the corresponding matters refer to commitments un-
dertaken by virtue of the Association Agreement, or by the
framework of the WTO. The agreement acknowledges three
situations:

a) when a commitment arising from Part IV of the agreement is
unfulfilled, the parties may resort to the Dispute Settlement
Mechanism of the agreement;
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b) when a commitment arising from Part IV of the agreement
is unfulfilled but equivalent to a commitment undertaken in
the WTO, the parties may resort to the Dispute Settlement
Agreement of the WTO unless the parties agree otherwise;

c) when a commitment is unfulfilled by virtue of the WTO
Agreement, the parties may resort to the WTO’s correspond-
ing agreement.

Once dispute settlement procedures are initiated, the par-
ties will recourse either to the agreement or to the WTO fo-
rum, whichever has been elected, with the exclusion of the oth-
er unless its jurisdiction has been declined. All aspects on arbi-
tration panel jurisdiction established in the agreement must be
settled through a preliminary ruling of the chosen panel with-
in 30 days of its establishment.

The Dispute Settlement Mechanism is complemented by
annexes XVI and XVII of the Association Agreement, refer-
ring to the Model Rules of Procedures and Code of Conduct
for the Arbitrators of the System.

The mechanism set forth in the agreement refers to two es-
sential modes: Dispute Avoidance and Dispute Settlement.

Dispute Avoidance

This method is based on the good faith of the parties to
reach an agreement on the interpretation and application of Part
IV of the agreement, and, through the mechanism of consulta-
tion and cooperation, avoid and settle disputes between them-
selves and arrive at a mutually satisfactory resolution on any
matter that might affect its operation.

To these effects, each party may request consultations
within the Association Committee, the body responsible for
this procedure and having to act within very precise timeta-
bles. The dispute has to be settled within 15 days of the Asso-
ciation Committee having convened or within 45 days of the
consultation request delivery, whichever is shorter.

145



The Strategic Association Chile - European Union

Dispute Settlement Procedure

The dispute settlement procedure may begin once the time-
tables mentioned in the consultation phase have expired with-
out arriving at a satisfactory agreement on the dispute. In such a
case, the complaining party may request the Association Com-
mittee and the other party for the establishment of an arbitra-
tion panel. The request must specify the existing measure or
practice it considers in breach of Part IV of the agreement and
indicate the provisions it considers relevant.

Once the procedure has been initiated, three main stages
are foreseen: the arbitrators designation, the arbitration panel
ruling, and the implementation of the panel ruling. The agree-
ment establishes, in a detailed manner, the rules, procedures
and timetables for each of these stages.

The Association Committee, by the latest on August 1,
2003, must establish a list of at least 15 individuals who are
willing and able to serve as arbitrators, a third of whom are
not nationals of any of the parties , and will be identified to
serve as chairperson of the arbitration panels. Among other
characteristics, the arbitrators are required to be independ-
ent, have specialized knowledge, and respect the Code of
Conduct set out in the agreement. The list may be amend-
ed every three years.

The arbitration panels will be composed of three arbitra-
tors. The Association Committee chairperson will constitute
the arbitration panel within three days of the corresponding re-
quest presentation. The arbitrators will be selected by lot from
the persons included in the list; one among the individuals pro-
posed by the complaining party, a second one among the indi-
viduals proposed by the party against whom the complaint was
made, and the third one among non-nationals of any of the par-
ties who will serve as the chairperson of the panel.

The arbitration panel ruling will be adopted by majority
vote. It must include its respective findings, conclusions and
reasons. It must be delivered to the parties and the Association
Committee no later than three months from the date of panel es-
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tablishment, and in no case will it do so later than five months
from this date. In a qualified urgency case, the time period will
be reduced to 75 days and four months, respectively. The rul-
ing will be final and available to the public.

The agreement has the commitment of each party to take
all necessary measures to comply with the arbitration panel rul-
ing. The panel and the Association Committee will accompany
the entire enforcement process of the corresponding ruling.

The parties will attempt to agree on the specific measures
required for complying with the ruling, to which effects, within
30 days after the arbitration panel ruling has been transmitted
to the parties and the Association Committee, the party com-
plained against will notify the other party of the specific meas-
ures, a compliance timeframe, and a compensation proposal.

If a satisfactory implementation of these aspects is not
achieved, the agreement entitles the affected party to suspend
the application of the benefits granted, by virtue of Part IV of
the agreement, equivalent to the level of nullification and im-
pairment caused by the measure found to violate this part of
the agreement.

To these effects, the complaining party will notify the oth-
er party and the Association Committee of the benefits it in-
tends to suspend. No benefits may be suspended until the ar-
bitration panel has issued its ruling within 45 days following
the request presentation.

In principle, the benefits to be suspended should concern
the same title of Part IV found in violation. In the event that the
complaining party considers it to be non-feasible or effective
to suspend benefits in the same title, it will be able to suspend
benefits in other titles. The suspension of benefits will be tem-
porary and applied until the dispute has been settled.
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XXV. TRANSPARENCY

The agreement establishes four types of commitments in
order to ensure maximum transparency in the implementation
of the agreement:

a) to designate a contact point for communication between the
parties;

b) toexchange information on existing or proposed measures that
might substantially affect the functioning of the commercial
regulations;

c) to cooperate in multilateral and bilateral fora; and,

d) to promptly publish any commercial matter included in the
agreement.
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XXVI. EXCEPTIONS IN
THE AREA OF TRADE

The agreement establishes certain exceptions aimed at at-
tending special situations demanding the adoption of measures
that do not correspond or may affect commitments undertak-
en in the agreement. These exceptions apply to all agreement
provisions, as in the case of the national security clause, or all
commercial and economic scope regulations, meaning what
has been laid down in Part I'V. These last exceptions relate to
balance of payments difficulties and taxation, which comple-
ment the special cases on the trade in goods and services pre-
viously presented.

National security

By virtue of the national security clause, the agreement
sets forth that no clause may be construed as:

a) requiring one party to furnish information whose disclosure
is considered contrary to its essential security interests;

b) preventing one party from taking measures deemed necessary
for the protection of its essential security interests:

i) pertaining to fissionable and fusionable materials, or
those from which they are derived;

i) relating to arms trafficking, ammunitions and war instru-
ments, and the trafficking of other goods and materi-
als of this type, or relating to the supply of services,
conducted directly or indirectly with the purpose of
supplying or provisioning a military establishment;

iii)relating to government procurement procedures in-
dispensable for national security or national defense
purposes; or
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iv) taken in time of war or in the case of a serious international
relations emergency;

¢) preventing one party from taking any action in pursuit of the
obligations undertaken by virtue of the United Nations Charter
for the maintenance of international peace and security.

The agreement sets forth that the measures taken regard-
ing the matters contained in letters b) and c), as well as their
end date, must be reported by the parties to the Association
Committee.

Balance of Payments Difficulties

The agreement authorizes a party undergoing serious bal-
ance of payments problems and external financial difficulties,
or under threat of experiencing them, to adopt or maintain re-
strictive measures with regard to trade in goods and services
and in reference to payments and capital movements, includ-
ing those related to direct investment.

However, the conditions are established under which said
measures may be taken. As a general orientation, the parties
should try to avoid the application of the restrictive measures.
If they must be adopted, the restrictive measures will be non-
discriminatory, of a limited duration, and will not go beyond
what is necessary to resolve the problems regarding balance of
payments and external financial situation. Furthermore, they
will be in conformity with the WTO agreements and compati-
ble with the IMF Agreement, if applicable.

The party maintaining or having taken restrictive meas-
ures, or having modified them, will immediately inform the
other party and present a schedule for their elimination. Like-
wise, it will immediately hold consultations with the Associ-
ation Committee.

In these consultations, the balance of payments situation
of the party concerned and the adopted or maintained restric-
tions will be assessed, taking into consideration:
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a) the nature and extent of the balance of payments and the
external financial difficulties;

b) the external economic and trading environment of the consult-
ing party;
¢) other possible corrective measures.

The consultations will address the compliance of any re-
strictive measure with the above-described conditions. All sta-
tistical findings and other facts presented by the IMF relating
to foreign exchange, monetary reserves and balance of pay-
ments will be accepted. The conclusions will be based on the
assessment by the IMF of the balance of payments and exter-
nal financial situation of the consulting party.

Taxation

In taxation matters, the agreement considers three as-
pects as exceptions to the regulations contained in the trade
and economic ambit. By virtue of the first two, the parties will
be able to:

a) make a distinction between tax payers who are not in the same
situation, in particular with regard to their place of residence
or the place where their capital is invested;

b) adoptor apply any measure destined to prevent fiscal evasion
by virtue of fiscal provisions on agreements to avoid double
taxation, other taxation agreements, or of the domestic tax
legislation.

Lastly, the agreement establishes its provisions on Trade
and Trade-Related Issues will not affect the rights and obliga-
tions of either party by virtue of a taxation agreement. More-
over, in an incompatibility case between the agreement and a
convention of this nature, the provisions of the latter will pre-
vail.

151






PART THREE

FUTURE






Patricio Leiva Lavalle - CELARE

[. AGREEMENT IMPLEMENTATION

Initiation of the Agreement’s Implementation

On February 1, 2003, the Association Agreement between
Chile and the European Union was initiated. This event be-
came possible after the agreement’s approval by the Commis-
sion and the Council of Ministers of the European Union, in
October and November of the previous year, respectively; both
parties signed it in Brussels on November 18, and it was rati-
fied by Chile, once approved by the National Congress in Jan-
uary 2003.

Afterwards, two relevant events took place: during the
month of February, the European Parliament approved the As-
sociation Agreement, concluding the procedure within the com-
munity bodies. Moreover, the Association Council was con-
stituted as the maximum body of the agreement in March. In
this meeting the regulations of the Association Committee and
Special Committees were approved, allowing the functioning
of these bodies which compose the association’s institutional
framework beginning in 2003.

It is important to emphasize that just as the agreement in
its negotiation and approval phase had the permanent support
of all governments and corresponding European institutions,
in its ratification phase it attained unanimous support of all po-
litical parties represented in the European Parliament as well
as in the National Congress of Chile. Thus, the agreement in-
itiated its implementation with the broadest support by both
parties’ citizens.

Due to the association nature of the agreement and distri-
bution of competences between the community bodies and the
Member States, the implementation of the agreement was par-
tial due to the fact that the European Union only entered into
force those provisions of Community competence. The remain-
ing regulations set forth in the agreement will apply once all
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of the European Union Member States have fulfilled the corre-
sponding internal procedures for its ratification, which implies
the approval of the respective national parliaments.

In conformity with the above-mentioned, the regulations
mainly referring to institutional framework, trade in goods, gov-
ernment procurement and final provisions on different general
aspects of the agreement, have started to apply.

Regarding the institutional framework, the Association
Committee and Special Committees are set to begin their ac-
tivities, in addition to the previously mentioned Association
Council. Likewise, the Association Parliamentary Committee,
the Joint Consultative Committee that will bring together en-
trepreneurs and workers, and the fora for the different civil so-
ciety levels, may initiate their activities.

In the cooperation scope, the activities foreseen by the
agreement, mainly in the sectors related to goods, can begin.
It is also important to mention that it is already possible to de-
velop activities in other areas, such as the participation of civ-
il society, triangular and bi-regional cooperation, and region-
al integration.

In the economic scope it is fundamental to emphasize that,
as of February 1, the set of matters agreed upon concerning
trade in goods became effective; in particular, the liberaliza-
tion process for exchanges in all sectors, meaning in agricul-
tural and agro-industrial, fish and fisheries products, forestry,
mining and industrial. Likewise, the agreement on Wines and
Spirits drinks entered into force. Furthermore, the commer-
cial disciplines related to goods also came into effect: non-
tariff measures, customs matters, technical standards, sanitary
and phytosanitary measures, anti-dumping and countervailing
measures, and competition measures. The chapter on govern-
ment procurement and the dispute settlement mechanism are
already being applied. Finally, it should be mentioned that, also
on February 1, the exception clauses in matters of safeguard,
shortage, national security, balance of payments and taxes en-
tered into force.
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Consequently, the agreement’s main aspects that must
wait for ratification by the Member States to initiate the im-
plementation of the pertaining regulations are: in the political
scope, political dialogue; cooperation on science and technol-
ogy, culture, education, audio-visual sector, public and inter-
institutional administration, and social matters; finally, in the
economic scope, all the rules on trade in services, right of es-
tablishment, current payments and capital movements, and in-
tellectual property.

In a correlative manner, the annexes and declarations con-
tained in the agreement entered into force or must wait for rat-
ification by the Member States, according to the situation of
the matters previously described.

Furthermore, it is necessary to remember that the 1996
Framework Agreement contains the political dialogue and an
extensive cooperation spectrum. Until these matters fully en-
ter into force in conformity to what has been established in the
Association Agreement, they will continue to be carried out in
accordance with what has been stipulated in the Framework
Agreement. Moreover, it is necessary to remember that the Pro-
tocol on Mutual Assistance in Customs Matters, annexed to the
1996 Framework Agreement, has become an integral part of the
Association Agreement and, therefore, remains in effect.

Enlargement of the European Union

The European Union will undergo an important enlarge-
ment process when it incorporates ten Central European coun-
tries: the Czech Republic, Cyprus, Slovenia, Slovakia, Esto-
nia, Hungary, Latvia, Lithuania, Malta and Poland. The acces-
sion is foreseen to be concluded on May 1, 2004. Consequently,
the Association Agreement will become an agreement between
Chile and the 25 Member States of the European Union.

The Association Agreement will not undergo modifications
with this enlargement. The new members of the Union must as-
sume all the rights and obligations foreseen in the agreement
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because it constitutes a Community patrimony. In a recipro-
cal way, Chile must extend the rights and obligations under-
taken with the 15 Member States that were in the Union when
the agreement was originally signed to the ten new European
Union adherents.

However, one should bear in mind that the implementa-
tion of the assumed commitments means a special consider-
ation of certain aspects of the agreement that may not be au-
tomatically incorporated. In effect, there are specific commit-
ments on market opening requiring a previous, precise defini-
tion with each new Member State; such is the case, for exam-
ple, with the opening of markets in services, financial servic-
es, investments and government procurement; geographical in-
dications in wines; or the situation of the agreements on Pro-
motion and Protection of Investments, whose rights and obli-
gation are confirmed in the Association Agreement since such
instruments are only in force between Chile and the Czech Re-
public and Poland.

In order to address this situation, the agreement indicates
the consultation method within the Association Committee.

It is obvious that the incorporation of the ten new mem-
bers will cause a significant change in reference to the origi-
nal situation. Although Chile’s exchanges with these countries
are quite low in numbers, only reaching 69 million dollars —20
million in Chilean exports and 49 million in imports— the Eu-
ropean Union population will increase by 75 million, meaning
it will reach a total of 450 million people. Moreover, one must
consider the Gross Domestic Product (GDP) of the Ten, esti-
mated at 430 billion dollars, exports totaling 160 billion dol-
lars, and imports surpassing 180 billion dollars.

Negotiations with Turkey

Once the Association Agreement was signed, the Europe-
an Union, through a declaration, invited Chile to start negoti-
ations with Turkey as soon as possible.
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The grounds for this petition are based on the Customs Un-
ion in force between the Community and Turkey. By virtue of
that, Turkey has the obligation of aligning itself with the Com-
mon External Tariffs in its relationship with non-member coun-
tries of the Community and, progressively, with the Commu-
nity’s preferential customs regime. To that effect, Turkey must
negotiate agreements on the basis of mutual advantages, in this
case, with Chile. Mexico is currently in a similar situation.

This Declaration of the European Union is not a commit-
ment for Chile. Nevertheless, it is obvious that it must be kept
in mind and seek its fulfillment. There is no set timetable. The
pertaining technical work and talks with Turkish authorities to
assess the feasibility and nature of a bilateral agreement corre-
spond in due course to begin.

For Chile, a Free Trade Agreement with Turkey would
mean a new expansion of its markets derived from the agree-
ment with the European Union. This expansion can be seen
when considering that Turkey has a population of 67 million in-
habitants, a GDP of 170 billion dollars, and a per capita income
of 2,500 dollars; it carries out exports of 40 billion dollars and
it has an import market in excess of 45 billion dollars. In the
same manner as in the case of the ten new Community mem-
bers, the exchanges between Chile and Turkey are quite small,
since they only reach 104 million dollars, of which 82 million
correspond to Chilean exports and 22 million to imports.

Chile - EFTA Free Trade Agreement

In a more extensive framework than the one pertaining
to the European Union, one must bear in mind that Chile has
agreed to a Free Trade Agreement with the Member States of
the European Free Trade Association, EFTA: Iceland, Liech-
tenstein, Norway and Switzerland. It is expected to enter into
force in January 2004.

This agreement includes the same elements corresponding
to the economic scope of the agreement with the European Un-
ion meaning, on one hand, it considers the liberalization of ex-
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changes in goods, services, investments and government pro-
curement and, on the other hand, the related disciplines allow
the proper competition conditions between the parties.

It is necessary to take the agreement into consideration due
to three principal reasons. First, the European Union consti-
tutes an ample space of economic freedom with EFTA, where
openness and disciplines exist for their reciprocal exchang-
es in similar ambits to those of the agreement with Chile; sec-
ond, the free trade zone established between Chile and EFTA
also refers to goods, services and capitals, and the agreed com-
mercial regulations had as their main reference the same ones
incorporated in the European Union-Chile agreement, or, in
some cases, those disciplines existing between EFTA and the
Union; third, the liberalization of exchanges agreed between
Chile and EFTA is as advanced as the one incorporated in the
Association Agreement.

In other words, for Chile the agreement with EFTA al-
lows it to complete a European area of openness on exchanges
and economic disciplines presenting a significant homogenei-
ty degree with those included in the agreement with the Euro-
pean Union. Consequently, in the future, it is possible to fore-
see an interaction between the developments of the agreement
between Chile and EFTA and the one signed with the Europe-
an Union.

Although the countries of the European Free Trade Asso-
ciation have a reduced population of twelve million inhabit-
ants, they are of considerable economical importance. The GDP
reaches 400 billion dollars, the per capita income is 33 thou-
sand dollars, exports reach 170 billion dollars and purchas-
es abroad surpass 145 billion dollars. The exchanges of Chile
and EFTA are small, although in values superior to those in
existence with the ten new European Union adherents: the to-
tal value reaches 260 million dollars, divided in similar parts
of exports and imports. In addition, it should be emphasized
that EFTA’s Member States have made investments in Chile
worth over 900 million dollars, mainly coming from Switzer-
land and Norway.
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In short, the implementation of the agreement with the Eu-
ropean Union will bring Chile, in the short term, into an as-
sociation with 25 countries and 450 million inhabitants, and
eventually to a market expanded by Turkey, totaling 520 mil-
lion people. If we add the four Member States of EFTA, we
may conclude that Chile will have available a preferential eco-
nomic space in Europe of 530 million persons, with a GDP of
over 10 trillion dollars and purchases in the rest of the world,
outside of Europe, in excess of 1.2 trillion dollars.
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II. MUTUAL RELATIONS
DEVELOPMENT

The future evolution of relations between Chile and the
European Union will reach new dynamics with the implemen-
tation and development of the Association Agreement.

In order to have a proper perspective for considering the
new possibilities arising from the agreement, it is necessary to
consider the recent situation of relations between both parties,
especially bearing in mind the new conditions created with the
1996 Framework Agreement and the advances registered in re-
lations between the European Union and Latin America.

Political Dialogue

The regional dimension is particularly necessary to empha-
size when reviewing the development of relations in the politi-
cal scope. As presented before, the institutionalized Ministerial
Dialogue between the Rio Group and the European Union has
been held each year, almost uninterruptedly, in a Latin Amer-
ican or European city, and in New York, with occasion of the
United Nations General Assembly. Likewise, in 1999 and 2002,
the Summit Meetings of the 48 Presidents and Heads of State
and Government of Latin America, the Caribbean and the Eu-
ropean Union have been held. Chile has actively participated
in such dialogues and has permanently fostered the strength-
ening of relations between both regions and the advancement
towards the fulfillment of the common project of bi-regional
Strategic Association.

As of the 1996 Framework Agreement, when each of the
previous events has been held, bilateral political dialogue be-
tween Chile and the European Union has systematically been
conducted. On some occasions, these meetings have taken place
jointly with the Mercosur and Bolivia.
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Bilateral political dialogue, at the ministerial level, has
been a key factor in the preparation and development of ne-
gotiations between both parties, and the dialogue, on the lev-
el of the Heads of State and Government of the parties, has
been decisive in the launching and culmination of the negoti-
ations to establish the association between Chile and the Eu-
ropean Union.

Likewise, the functioning of the institutional framework
established in the 1996 Framework Agreement should be men-
tioned: Joint Council, Joint Commission and Trade Subcom-
mission. These institutions have allowed us to regularly re-
view the development of mutual relations, settle disputes aris-
ing from reciprocal exchanges, and prepare and support the
negotiation process, which led to the elaboration of the Asso-
ciation Agreement.

In brief, in recent years it has been possible to have bilat-
eral and regional institutionalism allowing the parties to carry
on an ongoing political dialogue. This dialogue has been able
to systematically analyze regional and bilateral relations and to
coordinate positions on subjects of great relevance for mutual
relations with third countries and in international fora.

Cooperation

The 1990 Cooperation Agreement and the 1996 Frame-
work Agreement have facilitated cooperation between both
parties, and established solid political and technical support
which has allowed the start of a wide and varied range of co-
operation activities.

Thus, important activities foreseen in such agreements have
been developed, and a program agreed upon in 2001 is sched-
uled until 2006. By virtue of the same, an economic cooper-
ation program is being carried out, destined to create and de-
velop innovating enterprises and a financial and technical co-
operation program aimed at modernizing the State. This pro-
gram includes a wide variety of activities, such as the reform
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and modernization of urban management capabilities, women,
infancy, health, culture and social dialogue. In addition, a pro-
gram on environmental recovery and socio-productive devel-
opment in rural and indigenous areas of the Araucania region
is ready to be initiated. Considering the agreements on customs
issues and science and technology previously mentioned, we
have proof of the ampleness of the agreed activities within the
cooperation area.

Moreover, we must emphasize the active participation of
Chile in the European Union Programs for Latin America, such
as Al-Invest, targeting to help small- and medium-sized enter-
prises operate internationally, and ALFA and Alban, destined
to promote cooperation in higher education.

The experience gathered in the last years will be of great
importance in order to tackle the new dimensions and chal-
lenges assigned by the agreement to the cooperation activities,
since they now have to be undertaken together with all the oth-
er agreement scopes, serving the common objective of contrib-
uting to the fulfillment of the Association’s objectives.

Economic Scope

With the purpose of considering the agreement’s future
development in the economic scope, it is necessary to empha-
size some of the most relevant aspects of the European Union,
Chile, and the mutual relations and the potential that results
from the Association Agreement. Each of these aspects con-
stitutes a base or starting point, of vital consideration, so as to
project the agreement’s future development.

The European Union, Chile
and Mutual Exchanges

The European Union is the world’s foremost economic
power; its Internal Gross Product exceeds 9 trillion dollars. That
is to say, its economic activity level is superior to the United
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States alone. Likewise, it is the first commercial power, con-
sidering the Community as a group, in its exchanges with the
rest of the world. The sum of its import and export goods ex-
ceeds 20% of the GDP.

The European Union of 15 Member States has a popula-
tion of 375 million inhabitants, and, as mentioned earlier, with
25 countries will reach 450 million people. After China and In-
dia, the European Union constitutes the third-most populated
conglomerate on Earth.

Chile is a country with 15 million persons, a GDP of 70
billion dollars, and foreign trade in goods of 35 billion. Never-
theless, the network of Free Trade Agreements, made with all
South American, Central American and North American coun-
tries, brings Chilean production to have a free market availabil-
ity of 450 million inhabitants; this market will reach 700 mil-
lion consumers once the Free Trade Agreement with the Unit-
ed States enters into force.

The relations with the European Union are of the utmost
importance for Chile. It is the main commercial partner since
bilateral currents reach 7.3 billion dollars. Likewise, it is the
most important export market, worth 4.3 billion dollars. These
values represent 22% and 24%, respectively, of the total corre-
sponding trade flow from Chile with the exterior. In the same
manner, the countries of the European Union constitute foreign
investments main origin, with an accumulated value up to 2002,
of 19.3 billion dollars, meaning 37% of the total of the foreign
investments carried out in Chile. The flow of Chile with the
United States for the same previous concepts correspond, re-
spectively, to 6.2, 3.7 and 15.9 billion. Moreover, it is possi-
ble to mention that the first source of international cooperation
Chile receives also corresponds to the European Union.

Similarly to the evolution of international exchanges of
Chile from 1997 on, the values previously described show
stagnation as a general characteristic because they are relative-
ly similar to the ones achieved that year in spite of presenting
variations in some of the periods reviewed.
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Bilateral trade is mainly concentrated in three countries,
which represent half of it: France, Italy and Germany. If we
add another five countries —the United Kingdom, Spain, Hol-
land, Belgium and Sweden— over 90% of the exchanges be-
tween Chile and the European Union are included.

The trade structure is quite unbalanced since Chile has an
export basket concentrated in natural resources and the European
Union in manufactured products. The mining trade, in which only
copper surpasses 40% of the total, represents 60% of Chile’s ex-
ports. At the other end, Chile sells only 5% of industrial products:
chemicals, papers and metal-mechanics. In turn, the European Un-
ion exports to Chile a great proportion of elaborated products, half
of which are final products, mainly, capital goods.

In other words, the review of the tendencies registered in
the years prior to the agreement’s implementation allows to
conclude that mutual trade, following the general stagnation
tendency of Chile’s foreign trade, does not show increases; the
Chilean export current is based on a few primary products and
is concentrated in a few countries of the Community.

Moreover, the European Union investments in Chile have
shown great dynamism in recent years, directing themselves to
different sectors of the economy, in which the following stand
out: electricity, gas and water (6.0 billion dollars), services
(4.9 billion), mining (2.9 billion), transport and communica-
tions (2.8 billion), industry (1.5 billion) and construction (1.0
billion). Small investments are found in agriculture, fisheries
and forestry. In general, they are found distributed in sectors
of greater internal ties, and therefore, capable of participating
more directly in national productive development.

An elevated concentration exists in the countries of ori-
gin of Chilean investments since Spain represents half of the
total (9.6 billion). In addition, if we consider the United King-
dom investments, 70% (4.9 billion) is reached. There are other
countries with significant investments: Italy (1.5 billion), Hol-
land (1.4 billion) and France (1.2 billion). These five countries
comprise over 90% of European Union investments in Chile.
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Chile does not register investments in the European Un-
ion, with the exception of minor activities, although an impor-
tant investment flow exists, mainly to the Mercosur and An-
dean Community countries. The investments of Chile abroad
are approximately 25 billion dollars.

In synthesis, investment movements only have their ori-
gin in the European Union; they present an interesting sectorial
diversification even though the sectors that stand out the most
are electricity, water, light and services; a concentration of the
source of these investments marked by the high participation
of two countries and to a lesser degree, by another three.

The Liberalization of Exchanges between
Chile and the European Union

It is possible to foresee that one of the most significant im-
pacts in the implementation of the agreement will be reflected in
the economic exchanges between both parties. The extensive proc-
ess of reciprocal market opening and the establishment of common
disciplines to ensure equitable competition conditions and great-
er stability for investments will turn into an increase and diversi-
fication of trade in goods and services, and in an investment ex-
pansion with the consequent technology transfer. The tariff elimi-
nation program and the specific commitments assumed to provide
access to services, investments and government procurement give
solid grounds to the previous projection.

EUROPEAN UNION LIBERALIZATION PROGRAM

(Numbers in thousands of euros and 1998 - 2000 average)

CATEGORY NOMENCLATURE ITEMS EU IMPORTS FROM CHILE
Ne % A lated Valve % A lated
Immediate elimination | 7,794 75.7% 75.7% 3,286,113 85.1% 85.1%
Tariff elimination 3 years 942 9.2% 84.9% 5,559 0.1% 85.2%
Tariff elimination 4 years | 482 4.7% 89.6% 424,611 11.0% 96.2%
Tariff elimination 7 years | 213 21% 91.6% 87,443 2.3% 98.5%
Tariff elimination 10 years 245 2.4% 94.0% 46,040 1.2% 99.7%
Exception 616 6.0% 100.0% 13,241 0.3% 100.0%
Total | 10,292 100% 3,863,007 100%
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The most visible case refers to tariff elimination on mutu-
al exchanges in the area of goods.

When examining the tariff liberalization program agreed
upon in the Association Agreement, it can be verified that the
European Union has divided all of the products into six cate-
gories: immediate tariff elimination, gradual tariff elimination
in 3, 4, 7 and 10 years and, finally, a group of products exclud-
ed from the liberalization for now.

According to this program, 85% of the imports coming from
Chile have been liberated from all tariffs, all at once, from the ini-
tiation of the agreement’s implementation on February 1, 2003. In
turn, as of this moment, the automatic, lineal and gradual reduction
process begins for the remaining products included in the liberali-
zation program. As a consequence of this process, as of January 1,
2007, the percentage of Chilean imports completely tariff-free will
rise to 96% and, as of January 1, 2013, to 99.7%. Consequently,
the products excluded from tariff elimination represent only 0.3%
of the purchases the Community makes from Chile.

The European Union tariff liberalization process has been
differentiated according to whether the products are: agricul-
tural, processed agricultural, fisheries or industrial.

Tariff elimination for agricultural products, considering
those of primary nature as well as the processed ones has a slow-
er process than the average. The immediate tariff liberalization
comprises 47% of imports coming from Chile. This percent-
age will increase significantly on January 1, 2007, since it will
reach 89% and, afterwards, 99.6%, as of January 1, 2010.

A significant number of Chile’s main agricultural activi-
ties enjoy the elimination of tariffs as of February 1, 2003. Ap-
ples, pears and fresh plums, poultry products, seeds, raisins and
other dehydrated fruit, hip rose, fresh onions and bulbs stand
out. The principal product of the sector, wine, will experience
a gradual tariff elimination over a four-year period.

As a special modality, the European Union granted quotas
for a significant group of agricultural products: meats (beef,

168



Patricio Leiva Lavalle - CELARE

pork, lamb, goat and poultry), cheese, garlic, cereal flakes,
mushrooms, preserved cherries and grapes; in the same man-
ner, it granted quotas for some processed products: bonbons,
candies and cookies. These quotas will automatically increase,
10% annually for meats and 5% for all other products. The
products imported by the Community within these quotas will
enter completely tariff free. In general, the quotas granted are
more extensive than Chile’s current export capacity, a reason
why they will contribute to expand and diversify the exporta-
ble agricultural and livestock products basket.

In the case of agricultural products two situations must
be specified. In the first place, the exceptions presented by the
Community’s tariff elimination program refers almost exclu-
sively to fields from this sector. Even if in terms of trade these
exceptions correspond to only 0.4% of imports from Chile, the
number of nomenclature items is considerable: 614. The pos-
sibility of reducing this number, as well as the deepening of
the preferences already granted, will be reviewed at the lat-
est in 2005.

Secondly, it must be highlighted that the liberalization of
exchanges in Chilean agricultural and livestock fields is con-
ducted within the framework of the Common Agricultural Pol-
icy of the European Union.

The fisheries’ products are those with the slowest tariff
elimination on behalf of the Community. Only 35% of its pur-
chases in Chile were totally liberated from tariffs this past Feb-
ruary 1. As of January 1, 2007, the full liberalization will reach
74%; when year 10 of the liberalization program is reached,
Chilean fisheries products entering the European Union total-
ly tariff-free will be achieved. Within this process, quotas for
hake, salmon and canned tuna were also considered.

In the Community, most of the fisheries trades are sub-
ject to relatively high tariffs: 10%, 15%, 22% and 28%. These
products, in general, will become tariff-free in 10 years; never-
theless, goods such as other frozen fish meats (15%) and salt-
ed anchovies (10%) were completely freed from tariffs as of
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February 1, 2003, similarly to frozen salmon fillet, the princi-
pal fisheries’ export to the European Union.

In contrast with the fisheries sector situation, goods from
the industrial sector, including mining and forestry trades, are
the most favored by the liberalization of exchange. As of Feb-
ruary 1, 2003, 99.8% of Chilean sales were freed of all tariffs
for the European Union market. Only 0.2% remained subject
to annual tariff elimination, which will conclude on January 1,
2006. In addition, no product of Chilean origin pertaining to
chapters 25 to 97 of the Tariff Nomenclature has been exempt-
ed from the Community’s liberalization program.

In the tariff elimination program for industrial products,
including those of the mining and forestry industries, it can be
highlighted that, for all practical purposes, level 0 by all min-
ing exports already had been consolidated; the same was true
for cellulose and other important products of the forestry sec-
tor. In this last sector, the 3.5% tariff affecting counter-veneered
wood and the different boards of wood fiber was also eliminat-
ed. In the industrial sector, tariff level 0 was also consolidat-
ed for important trades and it was possible to eliminate, all at
once, the tariffs for methanol (3.5%), elaborated copper (1.3%),
other fertilizers (6.5%), and polypropylene (4.5%).

The Chilean tariff elimination program has grouped all
of the tariffs into five categories: immediate tariff elimina-
tion, gradual tariff elimination in 5, 7 and 10 years, and ex-
ceptions.

LIBERALIZATION PROGRAM OF CHILE
(Numbers in thousands of dollars year 2000)

CATEGORY NOMENCLATURE ITEMS IMPORTS OF CHILE FROM EU
Ne % Accumulated Value % Accumulated
Imm. tariff elimination | 5,434 | 92.8% 92.8% 2,562,663 91.6% 91.6%
Tariff elimination 5 years | 184 3.1% 95.9% 148,124 5.3% 96.9%
Tariff elimination 7 years | 83 1.4% 97.4% 80,366 2.9% 99.7%
Tariff elimination 10 years | 75 1.3% 98.6% 1,065 0.0% 99.8%
Exception 80 1.4% 100.0% 6,697 0.2% 100.0%
Total proposed | 5,856 100% 2,798,915 100%
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Chile’s immediate tariff elimination is very broad, since it
reached 92% of the purchases made in the European Union at
the time of the initiation of the agreement liberalization pro-
gram. This liberalization will increase to 97%, on January 1,
2007, and to 99.7%, on January 1, 2010. Chile’s exclusions only
comprise 0.2% of product imports from the European Union.

The differentiation in tariff elimination according to the
sectorial origin of the goods is less than the one applied by the
Community, as much as in the tariff elimination categories in
the three sectors as in the tariff elimination speed.

In reference to agricultural goods, Chile immediately elim-
inated its tariffs for 79% of purchases carried out in the Europe-
an Union. As of January 1, 2008, this proportion will increase to
93%, and total liberalization will be completed on January 1 of
year 2013, reaching 94%. Consequently, the exceptions represent
almost 6% of the imports from the Community. Chilean purchas-
es of these goods only reach around 100 million dollars.

The import situation of the fisheries is found in the two
possible extremes: 98% has been liberated at the initiation of
the agreement implementation and the remaining 2% has been
left in the exceptions. This situation can be explained because
Chilean purchases from Europe in products from this sector
are minimal: five million dollars.

Finally, the liberalization agreed by Chile for industrial im-
ports from the European Union will take place in three phases:
as of February 1, 2003, 92% will have had no tariffs, an addi-
tional 5% will reach the same level as of February 1, 2008, and
the remaining 3%, at the beginning of 2010.

It should be reminded that for all products not completely
liberalized on January 1, 2003, the establishment process of a
preferential margin for said products was contracted through
the implementation of an annual, gradual liberalization process,
starting from 6% of the general tariffs for Chile’s imports. In
a reciprocal manner, the European Union has initiated the cre-
ation of a preferential margin in favor of the imports of prod-
ucts originating in Chile.
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HI. NEW HORIZONS

The nature of the Association Agreement projects new and
ample horizons for the future of the relations between Chile
and the European Union; it will also contribute to the strength-
ening of relations between Latin America, the Caribbean and
the European Union.

Its global character ensures the strengthening of the ties
in all scopes; it will especially promote the extension, deepen-
ing and stability of the bonds between the institutions, enter-
prises and persons from both parties. Likewise, the activities
to be developed will refer as much to the reciprocal relations
as to the joint actions that may be undertaken with regards to
third countries and international fora.

The evolutionary nature of the agreement grants dy-
namic projection to mutual relations since it highlights the
fact that the important commitments already undertaken
in the same must go further, as long as the experience of
its implementation generates new initiatives and recipro-
cal interests.

The bilateral nature of the association will not be a bar-
rier; on the contrary, it constitutes an incentive to advance in
the fulfillment of the common goal of creating a Euro-Latin
American Association.

Political Scope

The political scope is at the core of the agreement because
it includes the group of common principles and values that sus-
tain the Association and contemplates, in a very special man-
ner, the respect for democratic principles, fundamental human
rights and the Rule of Law. These principles constitute an es-
sential element of the latter, and without them being into force,
the agreement cannot be applied.
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The objectives and modalities established ensure that the
European Union and Chile will continue actively propelling
the defense, the promotion and strengthening of such values,
as well as peace, security and international stability. Likewise,
the agreement ensures mutual cooperation in the fight against
terrorism, illegal immigration, drugs and organized crime.

Moreover, when raising the promotion of sustainable eco-
nomic and social development and equitable distribution of
the benefits to the status of governing principles for the agree-
ment’s implementation, the matters are assigned a transcend-
ent political nature.

The support for regional integration, for the strategic as-
sociation between the two regions, and for multilateralism will
have a special importance.

The modalities established for joint dialogue ensure that
those principles, values and objectives will not only have a
general orientation nature, but also will be part of the perma-
nent action in the agreement implementation and development
in each of its scopes, and they will inspire the policies of the
parties, domestically as well as internationally, for their mu-
tual relations and their orchestrated actions before third coun-
tries and international fora.

In this last perspective, the actions that can be undertak-
en by the bodies and institutions of the United Nations, and in
multilateral organizations such as the WTO, the IMF and the
World Bank carry a particular importance. The possibility of
joint action within the Security Council is especially impor-
tant to highlight, due to the fact that the European Union par-
ticipates with two Permanent Members, France and the Unit-
ed Kingdom and, between 2003 and 2004, also with Germa-
ny. In this same period, Chile will also be a member of the Se-
curity Council.

The agreement has institutionalized the dialogue and pro-
pels cooperation on all strata of society, starting with the Heads
of State and Government and parliamentary representatives,
but incorporating entrepreneurs, workers, economic and social
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interlocutors, the academic community, non-governmental or-
ganizations and other civil society representatives. In brief, the
agreement convokes the participation of all citizens and there-
fore has found a new route for opening, interdependence and
globalization processes, to which it belongs, to be carried out
in a democratic framework.

Cooperation Scope

Cooperation will be constituted through an instrument des-
tined to strengthen the institutional capacity consolidating de-
mocracy, the respect for human rights, and the Rule of Law; to
foster opportunities in trade, investment, competitiveness and
innovation; to promote social development; to intensify edu-
cational, technological and scientific activities; to deepen cul-
tural bonds and establish the possibilities of carrying out joint
programs or projects considering the new condition as asso-
ciated parties.

The cooperation between Chile and the European Union
will be expanded and strengthened since it must contribute to
the achievement of the general objectives of political, eco-
nomic and social nature of the agreement; it must comprise
new activities not foreseen before; it will adopt new modal-
ities, and will be able to refer itself to activities included in
framework programs, specific programs, or other activities of
the other party.

In addition to the ample field of cooperation in existence,
the agreement initiates activities in new areas such as those di-
rected towards small- and medium-sized enterprises, social di-
alogue, in matters of gender, illegal immigration, and the par-
ticipation of the civil society in the cooperation. Likewise,
the Science and Technology Agreement will enter into force,
through which the Chilean scientific community will be able
to participate, in an institutional way, in technological devel-
opment and research projects pertaining to the European Un-
ion Framework Program, which refer to transcendental fields
for national development.
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It is important to point out that, in general, the coopera-
tion will be conducted on the basis of mutual interests, shared
costs and reciprocal benefits.

Economic Scope

The economic space of 390 million people created by the
European Union and Chile is practically free for the access of
a considerable part of the mutual exports of goods and servic-
es. Furthermore, the commercial disciplines have already been
implemented, granting legal certainty to the rules for compet-
ing in the markets of both parties. In other words, the exchang-
es between Chile and the European Union already have at their
disposal markets that are ample, open and predictable and, con-
sequently, dynamic and stable.

The potential impact of the Association Agreement is enor-
mous. The European Union economy means multiplying by
130 times the current dimension of the Chilean economy. The
import market of goods of the Fifteen, supplied by third coun-
tries, is equivalent to over 60 times the amount of Chile’s for-
eign sales. To these dimensions one must add the Communi-
ty’s considerable services’ import, surpassing 20% of the pur-
chase of goods, and also the transactions pertaining to govern-
ment procurement, which are estimated at 14% of the GDP of
the European Union.

These indicators show the Chilean economy is being offered
opportunities of such immeasurable reach that it is possible to as-
sure, without a doubt, that it is facing the greatest challenge of its
history, meaning, to convert such vast potential and opportunities
into concrete realities in order to improve the welfare of its in-
habitants. In the past, Chile has experienced the challenge of the
general opening of its own market, illustrated through the current
level of a single 6% tariff for its imports. Now, this opening has
to reach tariff zero for all its purchases from the European Un-
ion. But, above all, the new challenge, never experienced before,
is to arrange the opening of such a broad, profound and fast proc-
ess for the development of its exports.
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This is a fundamental fact since it determines the concrete
possibility of increasing exports and, especially to diversify
them. The immediate tariff and quantitative restrictions elim-
ination, and therefore, tariff scales for all the industrial prod-
ucts, allow to foresee not only an export expansion but, above
all, a diversification, as much by way of increasing the reduced
sales that were taking place as by new product incorporation.
Likewise, it will contribute to attain a greater diversification
of the markets of origin and destiny of mutual trade and over-
come the concentration characterizing it.

In order to attain the latter it is obvious that Chile will
have to increase and diversify production and investment.
It is possible that some installed capacities exist allowing
to confront moderate demand increases of certain products.
However, it is reasonable to think that, depending on the ac-
tivities, in relatively short time periods new investments will
take place, new technologies be introduced and, of course,
new work sources created. The agreement will contribute
directly to it, not only through market opening for national
productions, but also by attracting new investments directly
from Europe or other nations, with the resulting new tech-
nologies contribution. The opportunities will arise to espe-
cially carry out joint projects or enterprises between inves-
tors of both parties and to be able to develop them in differ-
ent regions of the country.

The most attractive perspectives for national development
will be in those activities allowing to go over primary prod-
ucts exports of reduced transformation processes, which cur-
rently constitute most Chilean sales to the European markets;
likewise, those activities of greater interest will be generating
a greater impact on the regions’ development and strengthen-
ing small- and medium-sized enterprises.

Among the universe of goods and services, it will be nec-
essary to detect opportunities for developing activities that in-
corporate and disseminate new technologies as well as to gen-
erate better-qualified jobs with higher salaries.
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In order to fulfill this last concept, it is necessary to im-
prove productivity and quality of production for it to be ac-
cepted and demanded in Europe; in turn, these conditions are
necessary for improving competitiveness in the correspond-
ing markets.

The foreseen activities destined to promote technological
creation and transfer, work force training, and professional per-
fecting and the impulse to small- and medium-sized enterpris-
es will contribute to achieve the previous objectives.

Tariff elimination for Chilean imports in goods and servic-
es will directly contribute to improve productivity and compet-
itiveness when allowing the import of goods and capital goods
in more favorable conditions than the ones existing prior to the
agreement. These possibilities will not only benefit the activ-
ities destined to produce for European markets or to compete
in the domestic market with the productions of Union mem-
bers, but they will also give benefits to the enterprises orient-
ing their activities to other markets.

It is fundamental that public policies also contribute to im-
prove competitiveness, as it does not depend solely on the fac-
tors handled at company level, whether it is a goods or servic-
es producer. That is to say, the government has the responsibil-
ity of creating the macroeconomic conditions and, when per-
tinent, of establishing microeconomic conditions assuring the
companies they will be able to compete in the best conditions,
as much in foreign markets as in the domestic one.

Agreement projections will present themselves in oth-
er broader scopes than those linked to the activities destined
to increase and diversify commercial goods and services ex-
changes. The sole existence of the agreement has placed the
country in a special situation because it constitutes the broad-
est and deepest agreement signed by Chile and the European
Union in reference to agreements signed with other countries
or group of countries. This will translate, among other aspects,
in the improvement of the negotiation capacity in bilateral and
international scopes, thus obtaining and achieving a better in-
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sertion in the international economy and, especially, in the glo-
balization process.

Chile has the opportunity of starting a qualitatively differ-
ent development process to the one it has been carrying out un-
til the establishment of its association with the European Union.
The Association may become a powerful force of moderniza-
tion and political, economic and social progress, and therefore,
contribute in a decisive manner to reach a dynamic, stable and
sustainable development. A necessary condition for this is that
national mobilization be fostered with a program and a national
organization destined to transform opportunities and potential
into concrete realities for the welfare of the people.

It is obvious to the European Union that the sole dimension
of the Chilean economy does not represent a significant factor for
its development. It would be different if the national reality were
considered as a whole, since Chile has managed to establish a ful-
ly working democracy with total respect for human rights and the
Rule of Law, and a stable economic development, with the perma-
nent quest of social equity and environmental protection. Its poli-
cy of openness to international relations is guaranteed by the Con-
stitution, laws and solid institutions. Its policy of open regionalism
has taken the country to sign economic agreements with the Merco-
sur, the countries of the Andean Community, Central America and
Mexico, which have extended to Canada, and recently, the United
States. It has signed a free trade agreement with the countries of the
European Free Trade Association, is an active party of the Asia-Pa-
cific Economic Cooperation Forum (APEC) and has just signed a
free trade agreement with Korea. The sum of all these characteris-
tics makes Chile a safe, stable, open and transparent country, con-
tributing to the stability and integration of Latin America, in which
it is possible to undertake solid activities with views on the inter-
national, national and regional market.

The Regional Perspective

The European Union and Chile both consider that regional
integration is fundamental in carrying out a sustainable, equi-
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table and dynamic development process. Likewise, they agree
that an association between the Latin American and Europe-
an regions will significantly contribute towards reaching that
objective and facilitate an answer to confront the global chal-
lenges better.

The Association Agreement between Chile and the Euro-
pean Union is a demonstration of the degree of commitment
and institutionalization that is possible to be reached when mu-
tual relations are maintained ample and stable, based on prin-
ciples and common values; ambitious objectives are projected
and a political will exists to adopt a joint project with a long-
term vision.

Likewise, it reflects of the parties’ will to go after a com-
mon objective, agreed upon in the Rio de Janeiro Declaration,
of establishing an association between the two regions.

The Association Agreement between Chile and the Euro-
pean Union contributes to the advancement towards this ambi-
tious objective in demonstrating that a concrete possibility ex-
ists, that it is feasible, that it is a path through which it is pos-
sible to transit, naturally adjusting it to the true realities of the
advances which the future awaits.
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EVOLUTION OF THE RELATIONS BETWEEN
CHILE AND THE EUROPEAN UNION

1990
December 20:

1991

June:

1992
July 16:

1993
March 10 — 13:

March 12:

1994

November/December:

1995
March:

July 17:

Signing of the Cooperation Agreement
of 1990 (Brussels)

The Cooperation Agreement of 1990
enters into effect

Visit to Brussels by the President of
Chile, Patricio Aylwin

Visit to Chile of the President of the
European Commission, Jacques Delors

Creation of Chile-European Economic
Community Entrepreneurial Foundation
(Santiago)

The Council of Ministers and Council
of Presidents and Heads of State and
Government of the European Union
invite Chile to held negotiations for a
new bilateral agreement (Essen)

Visit to Brussels by the President of
Chile, Eduardo Frei

The European Union Council of Min-
isters approves the strategy to expand
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December 18:

1996
January 19:

January 21:

April 26:

June 21:

1997
March 10:

1999
February 1:

June 29:

relations with Chile and requests the
Commission to prepare the correspond-
ing Negotiation Guidelines (Brussels)

Signing of the Declaration on Political
Dialogue between Chile and the Euro-
pean Union (Madrid)

A resolution of the European Parlia-
ment sustains the deepening of relations
process with Chile through the estab-
lishment of an Economic and Political
Association (Strasbourg)

The European Commission and the
Council of Ministers approve the Nego-
tiation Guidelines for a new agreement
with Chile

The negotiations end with the implemen-
tation of the new agreement between the
European Union and Chile (Brussels)

The Framework Agreement is signed
“destined to prepare, as the final ob-
jective, an association of Political and
Economic nature, between the European
Community and its Member States on
the one part and, the Republic of Chile,
on the other part” (Florence)

First Meeting of the 1996 Agreement
Joint Council

The 1996 Framework Agreement enters
into force

Meeting of the President of Chile,
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November 24:

2000

April 10 -11:

June 20 —-23:
November 13 — 16:

2001
March 12 - 15:

June 26:

July 09 —12:
October 01 — 14:

December 10 — 14:

2002
January 20 — February 01:
March 04 — 08:

Eduardo Frei and the Presidents and
Heads of State and Government of the
European Union; they agree to launch
the negotiations destined to establish
an Economic and Political Association
between Chile and the European Union
(Rio de Janeiro)

The Second Meeting of the 1996
Agreement Joint Council approves the
Structure, Method and Schedule of Ne-
gotiations to elaborate the Association
Agreement

First Round of Negotiations (Santiago)
Second Round of Negotiations (Brussels)

Third Round of Negotiations
(Santiago)

Fourth Round of Negotiations
(Brussels)

Third Meeting of the 1996 Agreement
Joint Council (Luxembourg)

Fifth Round of Negotiations (Santiago)

Sixth Round of Negotiations (Brus-
sels)

Seventh Round of Negotiations (San-
tiago)

Eighth Round of Negotiations (Brussels)

Ninth Round of Negotiations
(Santiago)

187



The Strategic Association Chile - European Union

April 15 - 26:

April 26:

May 17:

June 10:

October 3:

November 18:

November 18:

December 17:

2003
January 14:

February 1:

Tenth Round of Negotiations
(Brussels)

End of the negotiations to elaborate an
Association Agreement (Brussels)

Meeting of the President of Chile and
the Presidents and Heads of State and
Government of the European Union:
announcement of the conclusion of ne-
gotiations for the Association Agreement
(Madrid)

Initialing of the Association Agreement
(Brussels)

Approval of the Agreement by the Eu-
ropean Commission

Approval of the Agreement by the Coun-
cil of Ministers of the European Union
(Brussels)

Signing of the Association Agreement
between the European Union and its
Member States and the Republic of Chile
(Brussels)

Approval of the Association Agreement
by the House of Representatives of
Chile

Approval of the Association Agreement
by the Senate of Chile

Published in the Official Journal of
Chile

Entry into force of the Association
Agreement (Institutional Framework
and Trade in Goods)
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February 12: Approval of the Association Agreement
by the European Parliament

March 27: First Meeting of the Association Council
(Vouliagmeni, Greece)

189






ANNEX I

MATTERS CONTAINED
IN THE EU - CHILE ASSOCIATION
AGREEMENT ACCORDING TO THEIR
ENTRY INTO FORCE

NOTE: The provisions presented in bold type went into
effect on February 1st, 2003






Patricio Leiva Lavalle - CELARE

I. MATTERS CONTAINED IN THE
ASSOCTATION AGREEMENT BETWEEN
CHILE AND THE EUROPEAN UNION
ACCORDING TO THEIR ENTRY INTO
FORCE

PART I
GENERAL AND INSTITUTIONAL PROVISIONS

TITLE I

NATURE AND IMPLEMENTATION
SCOPE OF THE AGREEMENT

Article 1: Principles

Article 2: Objectives and scope

TITLE II

INSTITUTIONAL FRAMEWORK

Article 3: Association Council

Article 4: Composition and rules of procedure
Article 5: Decision making powers

Article 6: Association Committee

Article 7: Special Committees

Article 8: Political Dialogue

Article 9: Association Parliamentary Committee
Article 10: Joint Consultative Committee

Article 11: Civil Society
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PART II

POLITICAL DIALOGUE

Article 12: Objectives

Article 13: Mechanisms

Article 14: Cooperation in the field of foreign and
security policy

Article 15: Cooperation against terrorism

PART III

COOPERATION

Article 16: General objectives

TITLE I

ECONOMIC COOPERATION

Article 17: Industrial cooperation

Article 18: Cooperation on standards, technical
regulations and conformity assess-
ment procedures

Article 19: Cooperation on small- and medium-sized
enterprises

Article 20: Cooperation on services

Article 21: Promoting investment

Article 22: Cooperation on energy

Article 23: Transport

Article 24: Cooperation on agriculture and rural

sectors and sanitary and phytosani-
tary measures
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Article 25:
Article 26:
Article 27:

Article 28:
Article 29:
Article 30:
Article 31:
Article 32:
Article 33:
Article 34:
Article 35:

TITLE II

Fisheries

Customs cooperation
Cooperation on statistics
Cooperation on the environment
Consumer protection

Data protection

Macroeconomic dialogue
Intellectual property rights
Public procurement
Cooperation on tourism

Cooperation on mining

SCIENCE, TECHNOLOGY, AND INFORMATION SOCIETY

Article 36:

Article 37:

TITLE III

Cooperation on science and technology

Information society, information tech-

nology and telecommunications

CULTURE, EDUCATION AND AUDIO-VISUAL

Article 38:
Article 39:
Article 40:

Education and training
Cooperation in the audio-visual field

Exchange of information and cultural

cooperation
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TITLE IV

PUBLIC ADMINISTRATION AND INTER-INSTITUTIONAL
COOPERATION

Article 41: Public administration

Article 42: Inter-institutional cooperation

TITLE V

SOCIAL COOPERATION

Article 43: Social dialogue

Article 44: Social cooperation

Article 45: Cooperation related to gender

TITLE VI

OTHER COOPERATION AREAS

Article 46: Cooperation on illegal immigration

Article 47: Cooperation on drugs and combating

organized crime

TITLE VII

GENERAL PROVISIONS

Article 48: Participation of civil society in coop-
eration

Article 49: Regional cooperation and regional
integration

Article 50: Triangular and bi-regional coopera-
tion

Article 51: Future developments clause
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Article 52: Cooperation within the Association
relationship

Article 53: Resources

Article 54: Specific tasks of the Associa-
tion Committee in cooperation
matters

PART IV

TRADE AND TRADE-RELATED MATTERS

TITLE I

GENERAL PROVISIONS

Article 55: Objectives (letters a, b, f, h, i)

Article 56: Customs unions and free-trade
areas

TITLE II

FREE MOVEMENT OF GOODS

Article 57: Objective

CHAPTER 1

ELIMINATION OF CUSTOM DUTIES

- (Annex I Community’s tariff-elimination schedule, men-
tioned in articles 60, 61, 69 and 72)

- (Annex II Chile’s tariff-elimination schedule, mentioned
in articles 60, 61, 69 and 72)
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SECTION 1

COMMON PROVISIONS

Article 58: Scope
(Annex III Definition of the concept
of originating products and methods
of administrative cooperation)

Article 59: Customs duties

Article 60: Elimination of customs duties

Article 61: Status quo / Stand still

Article 62: Classification of goods

Article 63: Fees and other charges

SECTION 2

ELIMINATION OF CUSTOMS DUTIES

SUB-SECTION 2.1

INDUSTRIAL PRODUCTS
Article 64: Scope
Article 65: Customs duties on industrial imports

originating in Chile

Article 66: Customs duties on industrial imports
originating in the Community

SUB-SECTION 2.2

FISH AND FISHERIES PRODUCTS

Article 67: Scope

Article 68: Customs duties on fish and fisheries’
imports originating in Chile

Article 69: Customs duties on fish and fisheries’
imports originating in the Community
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SUB-SECTION 2.3
AGRICULTURAL AND PROCESSED AGRICULTURAL PRODUCTS

Article 70: Scope

Article 71: Customs duties on agricultural and
processed agricultural imports origi-
nating in Chile

Article 72: Customs duties on agricultural and
processed agricultural imports origi-
nating in the Community

Article 73: Emergency clause for agricultural and
processed agricultural products

Article 74: Evolution clause

CHAPTER I

NON-TARIFF MEASURES

SECTION I

GENERAL PROVISIONS

Article 75: Scope

Article 76: Prohibition of quantitative restrictions

Article 77: National treatment on internal regula-
tion and taxation

SECTION 2

ANTIDUMPING AND COUNTERVAILING MEASURES

Article 78: Antidumping and countervailing measures

SECTION 3

CUSTOMS AND RELATED MATTERS

Article 79: Customs and related trade matters

Article 80: Customs valuation
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Article 81:

Article 82:

SECTION 4

Special Committee on Customs Coop-
eration and Rules of Origin

Enforcement of preferential treatment

STANDARDS, TECHNICAL REGULATIONS AND
CONFORMITY ASSESSMENT PROCEDURES

Article 83:
Article 84:
Article 85:
Article 86:
Article 87:

Article 88:

SECTION 5

Objective

Scope and coverage
Definitions

Basic rights and obligations

Specific actions to be pursued under
this agreement

Committee on Standards, Technical
Regulations and Conformity Assess-
ment

SANITARY AND PHYTOSANITARY MEASURES

Article 89:

SECTION 6
WINES AND SPIRITS

Article 90:

Sanitary and phytosanitary measures

(Annex IV, Agreement on Sanitary
and Phytosanitary Measures Appli-
cable to Trade in Animals and Animal
Products, Plants, Plant Products and
other Goods and Animal Welfare)

Wines and spirits

(Annex V, Agreement on Trade in
Wines)

(Annex VI, Agreement on Trade in Spir-
its Drinks and Aromatized Drinks)
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CHAPTER III

EXCEPTIONS

Article 91: General exception clause

Article 92: Safeguard clause

Article 93: Shortage clause

TITLE III

TRADE IN SERVICES AND RIGHT OF ESTABLISHMENT

Article 94: Objectives

CHAPTER

SERVICES

SECTION 1

GENERAL PROVISIONS

Article 95: Scope

Article 96: Definitions

Article 97: Market access

Article 98: National treatment

Article 99: Schedule of specific commitments
(Annex VII, Schedule of specific com-
mitments on services)

Article 100: Review

Article 101: Movement of natural persons

Article 102: Domestic regulations

Article 103: Mutual recognition

Article 104: Electronic commerce

Article 105: Transparency
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SECTION 2

INTERNATIONAL MARITIME TRANSPORT

Article 106: Scope

Article 107: Definitions

Article 108: Market access and national treatment
SECTION 3

TELECOMMUNICATIONS SERVICES

Article 109:
Article 110:
Article 111:
Article 112:
Article 113:
Article 114:
Article 115:

Definitions
Regulatory authority
Supply of services
Major suppliers
Interconnection
Scarce resources

Universal service

CHAPTER I

FINANCIAL SERVICES

Article 116: Scope

Article 117: Definitions

Article 118: Market access

Article 119: National treatment

Article 120: Schedule of specific commitments
(Annex VIII, Schedule of specific com-
mitments)

Article 121: New financial services

Article 122: Data processing in the financial services

sector
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Article 123:

Article 124:

Effective and transparent regulation in
the financial services sector

Confidential information

Article 125: Prudential carve-out

Article 126: Recognition

Article 127: Special Committee on Financial Ser-
vices (Annex IX, Authorities respon-
sible for financial services)

Article 128: Consultations

Article 129: Specific provisions on dispute settlement

CHAPTER III

RIGHT OF ESTABLISHMENT

Article 130: Scope

Article 131: Definitions

Article 132: National treatment

Article 133:
Article 134:

CHAPTER IV
EXCEPTIONS

Article 135:

TITLE IV

(Annex X, Schedule of specific commit-
ments on establishment)

Right to regulate

Final provisions

Exceptions

GOVERNMENT PROCUREMENT

(Annex XIII Government Procure-
ment, implementation of some provi-
sions of Part IV, Title IV)
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Article 136:
Article 137:

Article 138:
Article 139:

Article 140:

Article 141:
Article 142:
Article 143:
Article 144:
Article 145:
Article 146:
Article 147:
Article 148:
Article 149:
Article 150:
Article 151:
Article 152:

Article 153:
Article 154:
Article 155:
Article 156:

Objectives
Scope and coverage

(Annex XI Community’s Coverage on
Government Procurement)

(Annex XII Chile’s Coverage on Gov-
ernment Procurement)

Definitions

National treatment and non-discrimi-
nation

Prohibition of offsets and national
preference

Valuation rules
Transparency
Tendering procedures
Selective tendering
Other procedures
Qualification of suppliers
Publication of notices
Tender documentation
Technical specifications
Time limits
Negotiations

Submission, reception and opening of
tender

Awarding of contracts
Information on contract award
Bid challenges

Information technology
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Article 157:
Article 158:
Article 159:
Article 160:
Article 161:

Article 162:

TITLEV

Cooperation and assistance
Statistical reports
Modifications to coverage
Further negotiations

Exceptions

Review and implementation

CURRENT PAYMENTS AND CAPITAL MOVEMENTS

Article 163:
Article 164:

Article 165:
Article 166:
Article 167:

TITLE VI

Objective and scope
Current account

(Annex X1V, Regarding current payments
and capital movement, regarding articles
163 and 164)

Capital account
Exceptions and safeguard measures

Final provisions

INTELLECTUAL PROPERTY RIGHTS

Article 168:
Article 169:
Article 170:
Article 171:

TITLE VII

COMPETITION

Article 172:
Article 173:
Article 174:

Objective

Scope

Protection of intellectual property rights
Review

Objectives
Definitions
Notifications
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Article 175: Coordination of enforcement activities

Article 176: Consultations when important interests
of one party are adversely affected in the
territory of the other party

Article 177: Exchange of information and confiden-
tiality

Article 178: Technical assistance

Article 179: Public enterprises and enterprises en-
trusted with special or exclusive rights,
including designated monopolies.

Article 180: Dispute settlement

TITLE VIII

DISPUTE SETTLEMENT

CHAPTER 1

OBJECTIVE AND SCOPE

Article 181: Objective

Article 182: Scope

CHAPTER I

DISPUTE AVOIDANCE

Article 183: Consultations

CHAPTER 111

DISPUTE SETTLEMENT PROCEDURE

Article 184: Initiation of the procedure

Article 185: Appointment of arbitrators

Article 186: Information and technical advice

Article 187: Arbitration panel ruling

Article 188: Compliance
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CHAPTER IV

GENERAL PROVISIONS

Article 189: General provisions
(Annex XV, Model rules of proce-
dure for the conduct of arbitration
panels)
(Annex XVI, Code of conduct for mem-
bers of arbitration panel, referring to
articles 185 and 189)

TITLE IX

TRANSPARENCY

Article 190: Contact points and exchange of informa-
tion

Article 191: Cooperation on increased transparency

Article 192: Publication

TITLE X

SPECIFIC TASKS IN TRADE MATTERS OF THE BODIES
ESTABLISHED UNDER THIS AGREEMENT

Article 193: Specific tasks

(Annex XVIII, Implementation of
certain decisions of Part IV)

TITLE XI

EXCEPTIONS IN THE TRADE AREA

Article 194: National security clause

Article 195: Balance of payments difficulties
Article 196: Taxation
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PART V

FINAL PROVISIONS

Article 197:
Article 198:
Article 199:
Article 200:
Article 201:
Article 202:
Article 203:
Article 204:
Article 205:
Article 206:

Definition of the parties
Entry into force

Duration

Fulfillment of the obligations
Future developments

Data protection

National security clause
Territorial application
Authentic texts

The Annexes, Appendices, Protocols
and Notes
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II. MATTERS CONTAINED IN THE
ANNEXES OF THE ASSOCIATION
AGREEMENT BETWEEN CHILE AND

ANNEXI
ANNEX II
ANNEX III

ANNEX IV

ANNEX YV
ANNEX VI

ANNEX VII

ANNEX VIII

ANNEX IX

ANNEX X

ANNEX XI

ANNEX XII

THE EUROPEAN UNION

Community’s Tariff Elimination Schedule
Chile’s Tariff Elimination Schedule

Definition of the Concept of Originating
Products and Methods of Administra-
tive Cooperation

Agreement on Sanitary and Phytosani-
tary Measures Applicable to Trade of
Animals and Animal Products, Plants,
Plant Products and other Goods; Ani-
mal Welfare

Agreement on Trade in Wines

Agreement on Trade in Spirits Drinks
and Aromatized Drinks

Schedule of Specific Commitments on
Services

Schedule of Specific Commitments on
Financial Services

Authorities Responsible for Financial
Services

Schedule of Specific Commitments on
Establishment

Community’s Coverage on Govern-
ment Procurement

Chile’s Coverage on Government
Procurement
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ANNEX XIII
ANNEX XIV

ANNEX XV

ANNEX XVI

ANNEX XVII

Government Procurement

Regarding Current Payments and Capital
Movement

Model Rules of Procedure for Arbitra-
tion Panels

Code of Conduct for Members of Ar-
bitration Panels

Implementation of Certain Decisions
of Part IV

210



Patricio Leiva Lavalle - CELARE

III. MATTERS CONTAINED IN THE
DECLARATIONS OF ASSOCIATION
AGREEMENT BETWEEN CHILE AND
THE EUROPEAN UNION

JOINT DECLARATIONS

Joint Declaration Regarding Article 46

Joint Declaration Concerning Article 1 from Annex IIT

Joint Declaration Concerning Article 4 from Annex IIT

Joint Declaration Concerning Article 6 from Annex II1

Joint Declaration Concerning Articles 16 and 20 from Annex I11
Joint Declaration Concerning the Principality of Andorra

Joint Declaration Concerning the Republic of San Marino

Joint Declaration Related to Oenological Practices

Joint Declaration Related to the requirements in relation to the Oe-
nological Practices and Processes included in Annex V, Appendix V
at the date of entry into force of this agreement

Joint Declaration Related to Article 24 Paragraph 1 of the TRIPS

Joint Declaration on the substitute name for “Champagne” or
“Champaiia”

Joint Declaration Regarding Article 8, Paragraph 5, letter c) of
Annex 'V

Joint Declaration Regarding Articles 10 and 11 of Annex V
Joint Declaration on Particular Trademarks

Joint Declaration Related to Article 24, Paragraph 1 of the WTO
TRIPS Agreement

Joint Declaration on “Pisco”

Joint Declaration Concerning Financial Responsibility
Joint Declaration Concerning to Investors

Joint Declaration Concerning Article 189, Paragraph 3
Joint Declaration Regarding Article 196
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DECLARATIONS BY THE COMMUNITY

Declaration Concerning Article 13 on Political Dialogue
Declaration (Concerning Part III of Title IV)
Declaration Regarding Turkey

Declaration of the Community regarding the use of the names
of the vine varieties authorized in Chile

Declaration Regarding the Recognition of Wine with Designa-
tions of Origin of Chile

DECLARATIONS BY CHILE

Declaration Concerning Customary Terms
Declaration Related to Generic Products
Declaration Related to Enforcement
Declaration Related to Customary Terms
Declaration Pertaining to Generic Products
Declaration Related to Enforcement

Declaration Concerning Fish
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TABLE 1

EUROPEAN UNION’S LIBERALIZATION SCHEDULE

(Numbers in thousands of euros and 1998 — 2000 average)

Category Nomenclature Items EU Imports from Chile
Ne % Accumulated Valve % Accumulated
Imm. tariff elimination 7,794 | 75.7% 75.7% 3,286,113 85.1% 85.1%
Tariff elimination 3 years 942 9.2% 84.9% 5,559 0.1% 85.2%
Tariff elimination 4 years 482 4.7% 89.6% 424,611 11.0% 96.2%
Tariff elimination 7 years 213 2.1% 91.6% 87,443 2.3% 98.5%
Tariff elimination 10 years 245 2.4% 94.0% 46,040 1.2% 99.7%
Exception 616 6.0% 100.0% 13,241 0.3% 100.0%

Total 10,292 | 100% 3,863,007 | 100%
TABLE 2

EUROPEAN UNION’S LIBERALIZATION SCHEDULE BY
PRODUCTIVE SECTORS

(Numbers in thousands of euros and 1998 — 2000 average)
PRIMARY AND PROCESSED AGRICULTURE SECTOR

Category

Nomenclature Items

EU Imports from Chile

Ne % Accumulated | Value % Accumulated
Imm. tariff elimination 833 39.6% 39.6% | 365,286 47.2% 47.2%
Tariff elimination 4 years 335 15.9% 55.5% | 325,155 42.0% 89.2%
Tariff elimination 7 years 202 9.6% 65.1% | 79,784 10.3% 99.6%
Tariff elimination 10 years 121 5.7% 70.9% 392 0.1% 99.6%
RC 614 29.2% 100.0% 3,080 0.4% 100.0%
Total sector 2,105 100% 773,697 100%
FISHERIES’ SECTOR
Category Nomenclature Items EU Imports from Chile
Ne % Accumulated | Value % Accumulated
Imm. tariff elimination 74 20.7% 20.7% 87,459 34.9% 34.7%
Tariff elimination 4 years 147 41.1% 61.8% | 99,456 39.7% 74.4%
Tariff elimination 7 years 1 3.1% 64.8% 7,659 3.1% 77.5%
Tariff elimination 10 years 124 34.6% 99.5% | 45,648 18.2% 95.7%
Exception 2 0.6% 100.0% 10,161 4.1% 100.0%
Total sector 358 100% 250,383 100%
INDUSTRIAL SECTOR
Category Nomenclature ltems EU Imports from Chile
N % Accumulated Valve % Accumulated
Imm. tariff elimination 6,887 | 88.0% 88.0% | 2,833,368 99.8% 99.8%
Tariff elimination 3 years 942 | 12.0% 100.0% 5,559 0.2% 100.0%
Total sector 7,829 100% 2,838,927 100%

Source: DIRECON
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TABLE 3

CHILE’S LIBERALIZATION SCHEDULE
(Numbers in thousands of dollars- year 2000)

Category Nomenclature Items Imports of Chile from EU
Ne % Accumulated Valve % Accumulated
Imm. tariff elimination 5,434 92.8% 92.8% 2,562,663 91.6% 91.6%
Tariff elimination 5 years 184 3.1% 95.9% 148,124 5.3% 96.9%
Tariff elimination 7 years 83 1.4% 97 4% 80,366 2.9% 99.7%
Tariff elimination 10 years 75 1.3% 98.6% 1,065 0.0% 99.8%
Exception 80 1.4% 100.0% 6,697 0.2% 100.0%
Total proposal 5,856 100% 2,798,915 100%
TABLE 4

LIBERALIZATION SCHEDULE OF CHILE BY PRODUCTIVE

SECTORS

(Numbers in thousands of dollars year- 2000)
PRIMARY AND PROCESSED AGRICULTURE SECTOR

Category Nomendlature ltems Imports of Chile from EU
N % Accumulated Value % Accumulated
Imm, tariff elimination 568 75.5% 75.5% 89,514 78.7% 78.7%
Tariff elimination 5 years 37 49% 80.4% 16,605 14.6% 93.3%
Tariff elimination 10 years 75 10.0% 90.4% 1,065 0.9% 94.2%
RC 72 9.6% 100.0% 6,569 5.8% 100.0%
Total sector 752 100% 113,753 100%
FISHERIES’ SECTOR
Category Nomencloture Items Imports of Chile from EU
Ne % Accumulated Value % Accumulated
Imm. tariff elimination 177 95.7% 95.7% 5,501 97.7% 97.7%
Exception 8 43% 100.0% 128 2.3% 100.0%
Total sector 185 100% 5,629 100%
INDUSTRIAL SECTOR
Nomenclature Items Imports of Chile from EU
Ne % Accumulated Value % Accumulated
Imm. tariff elimination 4,689 95.3% 95.3% 2,467,648 92.1% 92.1%
Tariff elimination 5 years 147 3.0% 98.3% 131,519 4.9% 97.0%
Tariff elimination 7 years 83 1.7% 100.0% 80,366 3.0% 100.0%
Total sector 4919 100% 2,679,533 100%

Source: DIRECON
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TABLE 5

QUOTAS GRANTED BY THE EUROPEAN UNION TO CHILE, IN
AGRICULTURAL AND LIVESTOCK PRODUCTS, AND FROM

FISHERIES

(In annual tons)

QUOTA OBSERVATIONS
AGRICULTURAL PRODUCTS Tariff Free
Bovine Meat 1,000 Annual Growth 10%
Pork Meat 3,500 Annual Growth 10%
Ovine and Caprine Meat* 2,000 Annual Growth 10%
Poultry Meat 7,250 Annual Growth 10%
Cheese and Cheese Curd 1,500 Annual Growth 5%
Garlic 500 Annual Growth 5%
Cereal Flakes 1,000 Annual Growth 5%
Mushrooms 500 Annual Growth 5%
Preserved Cherries 1,000 Annual Growth 5%
Fresh Grapes 37,000 Annual Growth 5%
Table Grapes 3,000 Annual Growth 5%
PROCESSED AGRICULTURAL Tariff Free
Bon-bons 400
Candies 400
Cookies 500
FISHERIES
Hake 5,000 Gradual Tariff Elimination 10 years
Salmon 40 Gradual Tariff Elimination 10 years
Canned Tuna 150 Tariff Reduction One Third MFN

* Should be added to the annual 3,000 tons granted by the EU in the framework of the WTO

Source DIRECON

TABLE 6

QUOTAS GRANTED BY CHILE TO THE EUROPEAN UNION IN
AGRICULTURAL AND LIVESTOCK PRODUCTS, AND FROM

FISHERIES

(In annual tons)

QUOTA OBSERVATIONS
AGRICULTURAL PRODUCTS Tariff Free
Cheese and Cheese Curd 1,500 Annual Growth 5%
Olive Oil 3,000 Annual Growth 5%
FISHERIES
Hake 5,000 Gradual Tariff Elimination in 10 years
Salmon 40 Gradual Tariff Elimination in 10 years
Tuna and others, excluding fillets 150 Tariff Reduction One Third MFN

Source DIRECON
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ANNEX V
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TABLE 5.A
STRUCTURE OF EXPORTS FROM CHILE TO THE EUROPEAN UNION ACCORDING TO

The Strategic Association Chile - European Union

ELABORATION DEGREE OF THE GOOD 1992 - 2002

(Numbers in percentages)
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Elaboration: DIRECON

Source: Centrul Bank from Chile, based on Customs Reports

(****) Includes musical instruments, jewelry, toys, housewares, among others

(* **) |nc|uc|es sulmon, fresh, frozen and canned ocean produds

(*) Includes silvicultural products and raw wood
(**) Includes craftsmen algae and fish extraction
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TABLE 11

AGREEMENTS TO AVOID DOUBLE TAXATION
OF CHILE WITH COUNTRIES FROM EUROPE

2002
IN LEGISLATIVE TEXTS AGREED
GROUP FosL SIGNED o PENDING
EUROPEAN UNION
SPAIN
FINLAND
DENMARK | GERMANY FRANCE
MEMBER STATES {092101) | (March 2002) HOLLAND
UNITED KINGDOM
SWEDEN
POLAND
ACCEDING COUNTRIES | SOLEND,
NORWAY
EFTA ey SWITZERLAND

Source: DIRECON
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ANNEX VI

CHILEAN TRADE WITH
THE TEN COUNTRIES ACCEDING
THE EUROPEAN UNION,
THE EFTA MEMBER STATES
AND TURKEY
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“This is a historic step for Chile. As of this milestone, there will be a before and after the
agreement with Europe. In Chilean history, no act like this agreement has meant a
greater expansion of our markets and enlargement of our scientific and cultural
possibilities.”

Ricardo Lagos

President of the Republic of Chile

“The conclusion of the agreement is, in the first place, the tangible expression of the
political commitments assumed in the regional dialogue framework... Itis an
ambitious agreement, and in several cases, authentically innovative, launching a
strategic association of a political, economic and cooperation nature.”

Romano Prodi
President of the European Commission

“The agreement is one more step in a shared history that is long and rich, but it is
also a window to the future, a milestone which will imprint our relations during the
coming decades and give evidence of the potential of the bonds between Europe
and our Latin America.”

M.Soledad Alvear
Minister of Foreign Affairs of Chile

“The EU-Chile agreement sets the course for making the ambitious project of creating
a bi-regional strategic association between the EU and Latin America comes true."”
Jose Ignacio Salafranca

Member of the European Parliament, Rapporteur of the EU-Chile Agreement
in the EP

»

* * %
* *
* - ]
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CENTRO LATINOAMERICANO
PARA LAS RELACIONES CON EUROPA

COMISION EUROPEA



